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I. FRAMEWORK
In Greece, the primary legal basis for Covered Bond issuance is Article 152 of Law 4261/2014 “On Access to
the Activity of Credit Institutions, Prudential Supervision of Credit Institutions and Investment Firms (transposition of Directive 2013/36/EU), Repeal of Law 3601/2007 and Other Provisions”, (the “Primary Legislation”).
This provision is identical with the provision of Article 91 of the now repealed Law 3601/2007, which had entered
into force on 1 August 2007. Therefore, the repeal of Law 3601/2007 had no effect on the regulation of covered
bonds. The Primary Legislation supersedes general provisions of law contained in the Civil Code, the Code of
Civil Procedure and the Bankruptcy Code. By way of implementation of the Primary Legislation and, pursuant to
an authorisation provided by the latter, the Governor of the Bank of Greece has issued Act nr. 2598/2.11.2007
which was replaced by the Bank of Greece Act nr. 2620/28.8.2009 (the “Secondary Legislation”). Finally, the
legislative framework in Greece is supplemented by Law 3156/2003 “On Bond Loans, Securitization of Claims
and of Claims from Real Estate and Other Provisions” (the “Bond Loan and Securitization Law”), to the extent
that the Primary Legislation cross-refers to it.
II. STRUCTURE OF THE ISSUER
The Greek legislative framework permits the issuance of covered bonds in two ways, either directly by a credit
institution, or indirectly by a subsidiary of a credit institution. In the direct issuance structure, the covered
bonds are issued by a credit institution and the segregation of the cover pool is achieved through a statutory
pledge over the cover pool assets.
Paragraph 13 of the Primary Legislation allows for a variation to the direct issuance. Under this structure, the
covered bonds are issued by the credit institution and guaranteed by a special purpose entity (SPE), which
acquires the cover pool. This structure has not yet been used by any issuer.
In the indirect issuance structure, the covered bonds are issued by a special purpose entity being a subsidiary
of a credit institution, which purchases the cover assets from the credit institution by virtue of the provisions
of the Bond Loan and Securitization Law, and guaranteed by the credit institution.
The reason for introducing the indirect issuance structure was that historically most Greek banks had issued
a significant amount of notes under medium term note (MTN) programmes containing negative pledge covenants, which did not allow the creation of security over the cover pool, as is necessary for the direct issuance
of covered bonds. However, all Greek banks having MTN programmes have now amended the terms of such
programmes to carve out the security provided to holders of covered bonds from the scope of the negative
pledge covenants, and therefore the need for the indirect issuance of covered bonds has been removed. In
fact, the only indirect issuance of covered bonds has now been fully redeemed and it is to be expected that
the regulator will likely not approve any future indirect issue of covered bonds.
III. COVER ASSETS
The type of assets that may form part of the cover pool is regulated by the Secondary Legislation by reference to
assets referred to in a section of the Bank of Greece Act nr. 2620/28.8.2009 regarding the calculation of capital
requirements in relation to credit risk according to the standardised approach. Following the entry into force of
Regulation 575/2013 (Capital Requirements Regulation), this reference should be read as a reference to Article 129 of the Regulation. Cover assets are primarily residential mortgage loans, loans secured by a mortgage
on commercial properties, loans secured by a mortgage on ships and loans to or guaranteed by state entities.
Residential and commercial mortgage loans may only be included in the cover pool if the property subject to the
mortgage is situated in Greece and hence is governed by Greek law. The loans may be secured by mortgage
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prenotations instead of full mortgages (as is the practice for cost reasons in Greece). In addition, exposures to
credit institutions and investment services undertakings may be included in the cover pool up to an aggregate
limit of 15% of the nominal value of the outstanding covered bonds. Derivatives may also be included in the
cover pool to the extent that they are used exclusively for the purpose of hedging the interest rate, FX or liquidity risk. To the extent that the counterparties to such derivatives are credit institutions and investment services
undertakings (as opposed to state entities or central counterparties in organised markets), the net present value
of derivatives included in the pool is included in the above 15% limit. Finally, the cover assets may be substituted
by certain marketable assets but only up to the amount by which the aggregate nominal value of the cover assets
including accrued interest exceeds the nominal value of the outstanding covered bonds including accrued interest.
IV. VALUATION AND LTV CRITERIA
Loans secured by residential mortgages are required to have a loan to value (LTV) ratio of 80%, whereas loans
secured by mortgages over commercial properties and ships are required to have an LTV ratio of 60%. Loans
with a higher LTV ratio may be included in the cover pool, but they are taken into account for the calculation
of the statutory tests described below only up to the amount indicated by the LTV ratio. Thus, by way of example, a loan of 900,000 Euros secured through a residential mortgage over a property valued at 1,000,000
Euros may be included in the cover pool but will be deemed for the purposes of the calculation of the statutory
tests to be equal to 800,000 Euros.
The valuation of properties must be performed by an independent valuer at or below the market value and
must be repeated every year in relation to commercial properties and every three years in relation to residential
properties (Article 208 of Regulation 575/2013.
V. ASSET-LIABILITY MANAGEMENT
The Secondary Legislation provides tests that are required to be met for the full duration of the covered bonds.
More particularly, the Secondary Legislation provides for the following statutory tests:
(a) The nominal value of the covered bonds including accrued interest may not exceed at any point in time
95% of the nominal value of the cover assets including accrued interest.
(b) The net present value of obligations to holders of covered bonds and other creditors secured by the
cover pool may not exceed the net present value of the cover assets including the derivatives used for
hedging. This test must be met even under the hypothesis of a parallel movement of the yield curves
by 200 basis points.
(c) The amount of interest payable to holders of covered bonds for the next 12 months must not exceed the
amount of interest expected to be received from the cover assets over the same period. For the assessment of the fulfilment of this test derivatives entered into for hedging purposes are taken into account.
Tests (b) and (c) are performed on a quarterly basis. In case any of the tests is not met, the credit institution
is obliged to immediately take the necessary measures to remedy the situation.
The results of the tests (a) to (c) above and the procedures used to monitor the compliance with such tests
are audited on a yearly basis by an auditor independent of the statutory auditors of the credit institution.
Moreover, since the Bank of Greece approves each issuance of covered bonds, it would not approve any issuance in case the statutory tests (including the liquidity test) are not met. Therefore, a breach of the statutory (but not of any contractual) liquidity test would in practice lead to a programme freeze. Also, the failure
to comply with the requirement to restore the statutory tests may lead to sanctions by the Bank of Greece.
Apart from the regulatory sanctions provided by the Primary and the Secondary Legislation in case of breach
of the above-mentioned legislation, the contracting parties may agree to additional sanctions, in particular, to
alternative administration or to the event of default.
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VI. TRANSPARENCY
Currently, the issuer’s reporting obligations (as described in detail under paragraph on reporting duties of section VII) and the disclosure of the cover pool as conducted via the summary registered with the competent
pledge registry for the establishment of a statutory pledge (for more details on this issue we cross refer to
paragraph on the cover pool monitor of section VII) are the basic transparency tools provided under applicable
covered bonds legislation. So far in Greece no market or regulatory initiatives have been undertaken on the
creation of a national transparency template, in line with the guidelines of the ECBC Label Initiative.
VII. COVER POOL MONITOR AND BANKING SUPERVISION
Cover pool monitor
The compliance with statutory tests, mentioned above, is audited by independent auditors. Such audit reports,
as well as the quarterly compliance reports by the issuer shall be submitted to the Bank of Greece as regulator.
Prerequisites for the issuance of covered bonds
According to the Primary Legislation, covered bonds may be issued by credit institutions having Greece as
home Member State. However, in case of issuance of covered bonds by a credit institution having as home
State another Member State of the European Economic Area (EEA), and provided that they are characterised
as covered bonds in accordance with the law of such Member State, the provisions of the Primary Legislation
on the creation of a statutory pledge will apply in relation to claims governed by Greek law, as well as the tax
exemptions which apply to Greek bonds. Therefore, foreign banks established within the EEA having a significant loan portfolio in Greece may use the loans of such portfolio as part of the cover pool.
The Secondary Legislation sets additional prerequisites for the issuance of covered bonds. Specifically, the
credit institutions issuing covered bonds:
> must have certain minimum risk management and internal control requirements including suitable policies
and procedures for the issuance of covered bonds, organisational requirements, IT infrastructure and a
policy for the reduction and management of risks deriving from the issuance of covered bonds, such as
interest rate risk, counterparty risk, operational risk, FX risk and liquidity risk; and
> must have aggregate regulatory capital of at least 500 million Euros and a capital adequacy ratio of at
least 9%.
Reporting duties of the issuer to the supervisor concerning covered bonds and cover pool
Credit institutions that issue (directly or indirectly) covered bonds shall provide in their financial statements
and on their websites information on such covered bonds including the nominal value and net present value
of the bonds and the cover pool and the net present value of derivatives used for hedging.
More particularly, pursuant to the Secondary Legislation there are the following disclosure requirements to the
Bank of Greece until the end of March of each year in relation to data as of end of December of the year preceding:
> The results of an audit conducted pursuant to the provisions of the Secondary Legislation and following
the processes and restrictions as set by the Secondary legislation, certified by an auditor.
> Detailed data of the cover pool assets that would confirm that the limits set under the Secondary Legislation are met, along with the information related to the revaluation of the real estate securing the
mortgage and other loans.
> The following data and information:
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a) weighted average interest-rate per category of assets and weighted average interest-rate of all cover
pool assets;
b) the real estate values of the mortgages and of the other loans;
c) validation of the selected policy of risk hedging with detailed analysis of the degree of effectiveness
of this; and
d) table of corresponding maturities of the covered bonds and corresponding assets of the cover pool
and the derivatives.
Finally, all the credit institutions have to communicate to the Bank of Greece, within 30 days from the end of
each quarter, concise information regarding the results from the tests provided under the Secondary Legislation as of the end of the 1st, 2nd and 3rd quarter.
Banking supervision in crisis
As described in detail under section VIII of this article, the Primary Legislation provides that in case of insolvency
of the issuer, the Bank of Greece may appoint an administrator, regardless of the powers it may assign to a special
liquidator pursuant to the generally applicable banking special liquidation provisions, if the trustee does not do so.
VIII. SEGREGATION OF COVER ASSETS AND BANKRUPTCY REMOTENESS OF COVERED BONDS
Segregation of cover assets
In case of a direct issuance the cover assets are segregated from the remaining estate of the credit institution
through a pledge constituted by operation of law (statutory pledge). In case of assets governed by a foreign law
(which will typically include inter alia claims from derivative contracts) a security interest must be created in accordance with such foreign law. The statutory pledge and the foreign law security interest secure claims of the
holders of covered bonds and may also secure (in accordance with the terms of the covered bonds) other claims
connected with the issuance of the covered bonds, such as derivative contracts used for hedging purposes. The
statutory pledge and any foreign law security interest is held by a trustee for the account of the secured parties.
The claims constituting cover assets are identified by being listed in a document signed by the issuer and the
trustee. A summary of such document is registered in the pledge registry of the seat of the issuer. Such summary
document includes within its content a description of the assets that constitute the cover pool. Claims may be
substituted and additional ones may be added to the cover pool through the same procedure.
The Primary Legislation creates an absolute priority of holders of covered bonds and other secured parties over
the cover pool. The statutory pledge supersedes the general privileges in favour of certain preferred claims (such
as claims of employees, the Greek State and social security organisations) provided for by the Code of Civil Procedure. Furthermore, upon registration of the summary of the document listing the claims included in the cover
pool, the issuance of the covered bonds, the establishment of the statutory pledge and the foreign law security
interest and the entering into of all contracts connected with the issuance of the covered bonds are not affected
by the commencement of any insolvency proceedings against the issuer.
In case of an indirect issuance or a direct issuance guaranteed by an SPE the cover pool assets are segregated
from the estate of the credit institution by virtue of their sale to the special purpose entity. For such transfer, the
provisions of the Bond Loan and Securitization Law apply, which provide equivalent protection from third party
creditors and insolvency to the one the Primary Legislation provides in case of direct issuance.
It is worth noting that according to the Primary Legislation both in case of direct and of indirect issuance the
cover assets may not be attached. This has the indirect result that the Greek law claims constituting cover assets
are no longer subject to set-off, because according to Article 451 of the Civil Code claims which are not subject
to attachment are not subject to set-off. This is important because under generally applicable law borrowers
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the loans to whom become cover assets would have had a right to set-off, which would reduce the value of the
cover pool, for all counterclaims (including notably deposits) predating the creation of the pledge or the transfer
of the claims, as the case may be.
No specific provisions exist in relation to voluntary overcollateralisation. As a result, the segregation applies to
all assets of the cover pool, even if their value exceeds the minimum required by law. The remaining creditors
of the credit institution will only have access to any remaining assets of the cover pool after the holders of the
covered bonds and other creditors secured by the cover pool have been satisfied in full.
Bankruptcy remoteness of and impact of insolvency proceedings on covered bonds
According to the Secondary Legislation covered bonds do not automatically accelerate upon insolvency of
the credit institution having issued (in a direct issuance structure) or guaranteed (in an indirect one) the
covered bonds.
Pursuant to the Primary Legislation, as amended, the bond loan programme may provide that either from
the outset or following the occurrence of certain events, as, indicatively, initiation of insolvency proceedings against the issuer, the trustee will be entitled to assign or undertake the collection and management,
in general, of the cover assets by application mutatis mutandis of the Bond Loan and Securitization Law.
Additionally, the Primary Legislation provides that in case of insolvency of the issuer, the Bank of Greece may
appoint an administrator, regardless of the powers they may assign to a supervisor or liquidator pursuant to
Articles 137 and 145 of Law 4261/2014, if the trustee does not do so. The proceeds coming both from the
collections of the claims that are included in the legal pledge and from the realisation of the rest of the assets which are subject to the legal pledge are applied towards the repayment/redemption of the bonds and
of the other claims, which are secured by the legal pledge, pursuant to the terms of the bond loan.
The provisions of the Bond Loan and Securitization Law are respectively applied in the sale, transfer, collection and administration, in general, of the assets comprising the cover.
In case of an indirect issuance the obligations of the credit institution under the Guarantee are automatically
accelerated in case of bankruptcy by virtue of the generally applicable provisions of bankruptcy law, but this
does not lead to automatic prepayment of the covered bonds. On the contrary, the terms of the covered
bonds may provide that the proceeds of the Guarantee will be placed in a special account to be used for the
servicing of the covered bonds.
Access to liquidity in case of insolvency
Paragraph 9 of the Primary Legislation provides that the trustee can be entitled, pursuant to the terms of the
programme and the legal relationship connecting the trustee with the bondholders, to sell and transfer the
cover assets, and to use the net proceeds of such sale in order to redeem the bonds which are secured by the
legal pledge, by way of derogation from Articles 1239 and 1254 of the Civil Code.
The above-mentioned sale may occur by virtue of the Bond Loan and Securitization Law or the application of
the generally applicable provisions.
Exercise of the claims of covered bondholders against the remaining assets of the credit institution
The purpose of the Primary Legislation, as was expressly stated in the introductory note to the law, was to
ensure that holders of covered bonds would have dual recourse both to the cover pool as secured creditors
and to the remaining assets of the credit institution ranking as unsecured and unsubordinated creditors. This
was also expressly stated in the Secondary Legislation.
The programme of the covered bonds may provide that more than one series or issues of bonds may be secured through a single statutory pledge.
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The programme may also provide on any other issue related to the priority in satisfaction of the Covered
Bondholders and the way they are organised in a group and they are represented, by derogation from the
Bond Loan and Securitization Law. Furthermore, the parties may agree to apply a foreign law on these matters.
Protection of depositors
In order to not jeopardise the interests of depositors in case of insolvency of a credit institution due to the
segregation (discussed above) of high quality assets in favour of the holders of covered bonds, the Secondary
Legislation provides that, in case the cover assets exceed significantly the amount of 20% of the available
assets of the credit institution on an unconsolidated basis, the Bank of Greece may impose additional capital
adequacy requirements. For the purposes of this calculation available assets are considered to be all assets
of the credit institution excluding (i) assets subject to securitisation, (ii) assets subject to reverse repo agreements and (iii) assets encumbered in favour of third parties. In exercising its discretion to impose additional
capital adequacy requirements the Bank of Greece will take into account qualitative considerations such as (i)
any deterioration of the average quality of the remaining available assets after the issuance of covered bonds,
(ii) the increase of the liquidity of the credit institution combined and any positive effects it may have on its
credit rating and prospects and (iii) the results of additional stress tests. As of November 2014, the authority
to impose additional capital requirements was conferred to the European Central Bank subject to and in accordance with the provisions of Regulation 1024/2013.
After the entry into force of Regulation 575/2013 it should be deemed that provisions of national law on capital
requirements have been tacitly abolished. This would apply to the above provision of the Secondary Legislation.
The purpose of protecting depositors from an excessive encumbrance of assets is served indirectly by Article
45 of Directive 2014/59 (the “Banking Recovery and Resolution Directive” or “BRRD”)1, which provides for a
minimum requirement of own funds and eligible liabilities, as covered bonds and other secured liabilities are
not eligible according to this provision.
IX. RISK-WEIGHTING & COMPLIANCE WITH EUROPEAN LEGISLATION
The risk-weighting of covered bonds (both Greek and foreign) is regulated by Article 129 of Regulation 575/2013.
According to this, bonds falling within the provisions of Article 52(4) of the UCITS Directive are eligible for
preferential treatment, provided that the cover pool consists of the assets enumerated in paragraph 1 of Article 129 of Regulation 575/2013 and the provisions of paragraph 7 of the same article regarding the information
provided to holders of covered bonds are met. By way of exception, bonds issued before the 31st December
2007 and falling within the provisions of Article 52(4) of the UCITS Directive are considered as covered bonds,
even if the cover assets do not comply with the provisions of Regulation 575/2013.
Directly issued Greek covered bonds comply with both the UCITS Directive and Regulation 575/2013 and,
therefore, have the reduced risk-weighting mentioned above in Greece and should also have it in other EU
member states. In relation to indirectly issued covered bonds it must be noted that they do not fall within
Article 52(4) of the UCITS Directive, because they are not issued by a credit institution.

1	Greece transposed the BRRD through law 4335/2015.
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> Figure 1: Covered Bonds Outstanding, 2008-2017, EUR
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> Figure 2: Covered Bonds Issuance, 2008-2017, EUR
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Issuers: There are four issuers in Greece: Alpha Bank; National Bank of Greece; Eurobank Ergasias and Piraeus Bank.
ECBC Covered Bond Comparative Database: http://ecbc.eu/framework/66/Greece.
:A
 lpha Bank A.E. (1 pool).
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