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A Note from the Chairman

The year 2000 presented formidable challenges for investors and the capital
market in Greece. A significant correction in share prices resulted after three
consecutive years of large and persistent stock market growth. However, this
macroscopic behavior is a common characteristic of international financial activity.
The announcement and execution in April 2000 of national parliamentary elections
was a cause of nervousness in the financial markets. On the other hand, the admission
of Greece in the euro-zone eliminated uncertainty regarding the momentum of the
Greek economy’s European integration process. Finally, the public announcement
by international agencies of their intention to upgrade the status of the Greek capital
market to a developed market status constituted an important international
recognition of the maturity and efficiency characterizing the functional, supervisory
and institutional systems of the Greek capital market. The general political and
economic developments are by themselves inadequate to the task of interpreting
capital market developments, and the market correction.

The decline of share prices during 2000 was mainly the result of a large share
price overvaluation episode that occurred in mid 1999. The crisis reached its peak
during the 1999 summer period, following the tremendous and sudden growth in
the demand for shares. That period was too short for the supply side to respond
adequately. The euphoria prevailing during that period led a large part of investors
to proceed with massive purchases of shares, motivated by short-term speculation
rather than long-term views and sensible expectations of corporate profitability.
Overvaluation crises of this kind have been observed in many capital markets, the
most recent example being the NASDAQ. Given the abounding international
evidence on such phenomena, and following the scrutiny by regulatory authorities,
it can be concluded that these crises cannot be dealt with, while in process, by
administrative actions or interventionist policies. The likelihood of eruption of these
crises is instead significantly reduced in the medium term by promoting transparency
and investor education policies. The crises are eventually contained by the operation
of the very market mechanism. Resorting to exogenous intervention often proves
dangerous since it distorts the corrective operation of the market mechanism.

The decline in share prices in September 1999 occurred through the
liquidation of investment portfolios. Large parts of the mass of investors liquidated
their portfolios, especially those consisting of thinly traded stocks, which were
overvalued by the preceding irrational injection of liquidity. A further, even more
important, correction was observed: indeed, during 2000 foreign institutional



investors with an “emerging markets” investment profile liquidated substantial
portions of their portfolios, which consisted mainly of high-cap stocks (banks,
telecoms, etc). The massive liquidations were the result, on the one hand, of the
expected upgrading of the Greek capital market status and, on the other hand, of
the expectation of realizing higher capital gains in other emerging markets. Finally,
an important contributing factor to the correction of share prices in Greece was
the domestic impact of the generalized correction trends observed in the movement
of other major stock exchanges too during 2000. It is, in this respect, a very important
task of financial education to raise the level of investor familiarity with risk-taking
and share price volatility, so that rational investment choices are made. The latter
contribute to the establishment of smoothly functioning markets that benefit
investors considerably.

Despite the persistent correction in share prices, the primary capital market
in Greece exhibited considerable dynamism. Investors supplied funds to both newly
listed and already listed Greek companies thus raising the overall level of equity
capital in the market. The capital market was for a second consecutive year a large
source of finance of corporate plans. The continuous raising of funds through the
capital market burdens listed companies with the obligation to use these funds
efficiently and in accordance with their stated purposes, thus benefiting shareholders
and maintaining high transparency standards in their mutual interactions. Expected
profitability of listed companies is evidently positive. The return to normality and
the rationalization of investor expectations presupposes continuous and effective
communication between listed companies and their shareholders. To that end, the
Commission has introduced two fundamental regulations during the past year: a
code of conduct for listed companies and a takeover bid code. Listed companies
should make use of the tools made available to them by these regulations for the
building up of new relations of confidence with investors.

During the year 2000, several steps were taken for the deepening of maturity
and effectiveness of the supervisory mechanisms in the capital market. Prudential
supervision of financial intermediaries and stock exchange transactions has
benefited considerably from the expanded technical capabilities of the newly
introduced trading platform. The parallel monitoring of transactions in both the
derivatives exchange and the stock exchange has been initiated. The monitoring
of capital adequacy requirements of the investment services firms has been
expanded and accelerated. The monitoring of compliance to rules against money
laundering activities has been strengthened. Punitive supervision was expanded
too, involving the multiplication of audits, the imposition of sanctions and the
effective punishment of cases of financial fraud.
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In April 2000, the Commission released a new program of modernization
of the institutional framework of the capital market, aiming at providing support to
the upgrading of the Greek capital market status from an emerging to an advanced
market. The program’s effective implementation presupposed the prior undertaking
of suitable legislative activity by the government and the subsequent issuance of new
regulations by the Commission. Today, we are happy to report that the program has
been implemented, thus providing the required institutional basis for the upgrading
of the capital market’s status.

During the year 2000, the Commission was very active in the international
field and won an important international distinction: the presidency of IOSCO’s
European Regional Committee. The Commission has also been leading the FESCO’s
Expert Group on Market Abuse. Moreover, the Commission continued the
coordination of cooperation among the regulatory authorities in the southeast
European States. Finally, the Commission in cooperation with the regulatory authority
of Cyprus formed a joint experts team for the effective progression of the process
of integration of the two capital markets. The engagement in international activities
is, given the ongoing globalization of capital markets and the development of cross-
border transactions, a principal element in the Commission’s mandate.

The effective supervision of the Greek capital market is an important
institutional achievement of the last few years. It developed rapidly and is being
subject to continuous improvement. The widely held disappointment due to the
recent stock market developments should not act as an excuse for the under-valuation
of the supervisory mechanism and the regulatory work accomplished by the now
large number of staff in the Commission, which pays the utmost attention to and is
concerned with the protection of investors and the market. Supervision is a
complicated and delicate activity because it must promote transformation, prudential
and punitive actions without upsetting the normal course of the market. The
Commission’s staff is steadily accomplishing this work. The capital market regulatory
authority must proceed with the accomplishment of its work, as a prerequisite for
the further and smooth development of the capital market in Greece.

STAVROS B. THOMADAKIS
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Part One

Objectives and Tasks of the Capital Market Commission

he Capital Market Commission (CMC) is an independent decision-making body,

in the form of a Public Law Legal Entity operating under the supervision of the

Ministry of National Economy. It is established in Athens and the laws 148/67, 1969/91,
2166/93, 2324/95 and 2396/96 regulate its operation.

Its main objective is to promote the establishment of sound conditions for the
operation of the capital market and to enhance public confidence both in the quality
of supervision and market behavior. In order to achieve this objective the Commission
sets the general terms and conditions governing the organization and operation of the
capital market and issues instructions on compliance procedures. It also introduces
the measures that are useful for ensuring the proper functioning of the market. The
legislative framework of the Greek capital market is fully harmonized with the guidelines
and directives of the European Union.

The capital market entities supervised by the CMC are the brokerage firms,
the investment firms, the mutual fund management firms, the portfolio investment
companies and the firms for the reception and transmission of stock exchange orders
with respect to compliance to the code of conduct. Entities and organizations such as
the Athens Stock Exchange, the Athens Derivatives Exchange, the Athens Derivatives
Transactions Clearing House and the Central Depository of Securities are also subject
to supervision by the Commission. The members of the board of directors and executive
managers of the above mentioned entities have to comply with rules and regulations
set by the Commission.

A central means for exercising prudential supervision of capital market entities
by the Capital Market Commission is the license authorization function and the
imposition of fit and proper European Union (EU) standards for the granting of license.
More specifically, license for the provision of investment services are granted on terms
that secure their use as a “European passport” in the EU territory. The granting of
license to the mutual fund management firms and the portfolio investment companies
as well as the granting of license for the conduct of initial public offers is another
important means for exercising prudential supervision.

The monitoring of the capital adequacy of brokerage firms and investment firms,
the granting of license for increases in their share capital, the monitoring of changes in
the composition of the board of directors and senior management of the supervised
companies, the granting of license for obtaining the qualification of the “broker
representative” and for the establishment of subsidiaries by financial intermediaries
constitute fundamental means for the exercise of prudential supervision of the capital
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market entities. With respect to the mutual fund management firms and the portfolio
investment companies, prudential supervision involves in addition the monitoring of
their portfolio composition and compliance with transparency rules and regulations.

In order to ensure the smooth function of the capital market, the Capital
Market Commission introduces rules and regulations and supervises compliance with
them, aiming at the safeguarding of the normal and smooth operation of the market
systems (the electronic trading system, the transactions settlement and clearing system,
the derivatives systems) and the establishment of appropriate transparency standards
(disclosure of information on financial performance, market transactions, ownership,
structural changes, etc.)

An essential means for consolidating the smooth operation of the capital markets,
based on European standards and practices, is the introduction of statutory codes of
conduct. The introduction of codes of conduct by the Commission, aiming at the
regulation of the behavior of market entities, now encompasses the entire range of
financial intermediation: a code of conduct for investment firms (including the firms
for the reception and transmission of orders), a code of conduct for institutional investors
(mutual fund management firms and portfolio investment companies), a code of conduct
for underwriters and the underwriting procedures and a code of conduct for listed
companies. The responsibility for the monitoring of compliance with the codes of
conduct rests with the Commission.

The Commission is endowed with the authority to impose administrative
sanctions (suspension and revocation of license, trading halts, imposition of fines) on
all supervised legal and physical entities that violate capital market law and the rules
established to ensure the smooth function of the market. It is also endowed with the
authority to submit indictments to prosecution authorities when punishable financial
law violations are detected.

As anational regulation authority, the Capital Market Commission can engage
in the conclusion of bilateral and multilateral agreements with the regulation authorities
of other countries for the exchange of confidential information and cooperation in
maintaining the smooth operation of the capital market. The Commission is a founding
and active member of FESCO (Forum of European Securities Commissions), whose
work is directed at the harmonized implementation of EU Directives that are relevant
to the capital market and the general support of the single capital market in Europe.
Both at the national and FESCO levels, the Commission acts as an advisor to national
and European state authorities on relevant matters.

The Commission is moreover an active member of IOSCO. During the current
two-year period, the Commission holds the chair of the IOSCO European Regional
Committee that includes 36 countries.

The Commission’s operations are financed by own resources and thus do not
burden the state budget. The resources are fees and contributions paid by the supervised
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entities. The Commission’s annual budget is drafted by its Board of Directors and
approved by the Minister of the National Economy.

Organization of the Capital Market Commission

The Board of Directors

The seven-member Board of Directors of the CMC is entrusted with the following
tasks: The design of the general policy, the introduction of rules and regulations, the
granting and revoking of licenses, the imposition of sanctions, the drafting of the
annual budget, the management of the Commission’s operations and decisions on
personnel matters. The Minister of the National Economy appoints the Chairman
and the two Vice-Chairmen. The rest four board members are selected by the Minister
of the National Economy among the candidates proposed by the Bank of Greece,
the Board of Directors of the Athens Stock Exchange, the Union of Institutional
Investors and the Federation of Greek Industries. On December 31, 2000, the
composition of the Board of Directors was the following: '

Chairman: Dr. Stavros Thomadakis
First Vice-Chairman: M. George Floros
Second Vice-Chairman: Mr. Alexandros Vousvounis
Members: Dr. Panayiotis Alexakis

Dr. Dimitrios Moschos

Mr. Michael Massourakis

M. Panagiotis Kavouropoulos
Secretary of the Board: M. George Kallias

Where the law requires a decision to be made by the CMC, the decision is a
mandate of the Board of Directors, unless the specific responsibility has been granted
to the Commission’s Executive Committee. The members of the Board of Directors
meet at least twice a month to make decisions of the daily agenda, which is made by
the Chairman.

The Executive Committee

The Executive Committee consists of the Chairman and the two Vice-Chairman
and is entrusted with the execution of the decisions made by the Board of Directors.
It has the responsibility for the Commission’s daily management and the supervision
of its operations. It also represents the Capital Market Commission judicially in
Greek and foreign courts.

! During 2000 the following changes took place in composition of the CMC’s Board of Directors: Mr. D. Kallinikos
was replaced by Mr. M. Massourakis (Ministerial Decision 19495/DIOE387/22.5.00) and Mr. S. Kouniakis was
replaced by Mr. P. Alexakis (Ministerial Decision 28809/DIOE547/23.8.2000).
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Part Two

Macroeconomic Developments

he consistent economic policy followed by the Greek government led to the

meeting of all convergence criteria required by the Maastricht Treaty for joining

the European Monetary Union (EMU) even since March 2000. Thus, during the

Feira Summit Conference in June 19, 2000, the European Council admitted Greece

in the final stage of the EMU as from January 1, 2001. The decision, marking the

beginning of a new era for the country, has had a decisive impact on basic
macroeconomic indicators.

During 2000, the Greek Economy continued for the fifth consecutive year
to grow at a rate higher than the EU average growth rate. It is estimated that the
country’s real Gross Domestic Product (GDP) increased by 4.1 percent in 2000
(Table 1) against an estimated 3.4 percent in the EU as a whole.

The increase of GDP growth was fueled by the growth in domestic demand,
whilst the impact of the net external balance position was negative as opposed to a
positive impact in 1999. It is estimated that gross fixed capital formation increased
in real terms from 7.3 percent in 1999 to 9.3 percent in 2000. Fixed capital formation
took the form of plant & equipment expenditure by the private sector and
infrastructure works by the public sector. Consumption demand contributed
considerably to the increase of GDP. Private consumption increased from 2.9 percent
in 1999 to 3.1 percent in 2000, whilst public consumption increased by 0.8 percent.
The increase of domestic consumption and investment demand led also to an increase
in foreign import penetration. Imports of goods and services increased from 3.9
percent in 1999 to 7.4 percent in 2000, whilst domestic exports increased from 6.5
percent in 1999 to 8 percent in 2000.

The increase in GDP is reflected on the movement of the industrial
production index. Total industrial production increased on average by 5.5 percent
during the Jan.-Nov. 2000 period, against 2.8 percent in 1999. The rise in industrial
production was especially astute in the sectors of durable consumer goods, energy,
equipment, and intermediary goods as well as in mining.

The high growth rate brought a slight improvement in labor market conditions.
The unemployment rate declined from 12 percent in 1999 to 11.4 percent in 2000.
Nominal wages increased by 4.5 percent and labor productivity by 2.9 percent, thus
raising nominal unit labor cost by 1.5 percent in 2000 relative to 0.65 percent in 1999.

Economic growth during 2000 was associated with inflationary acceleration.
The year-average rate of inflation, measured by the Consumer Price Index (CPI),
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increased from 2.4 percent in 1999 to 3.4 percent in 2000, whilst measured by the
Harmonized CPI, it increased from 2.1 percent in 1999 to 2.9 percent in 2000. The
increase was mainly the result of the price increase of crude oil and the revaluation
of the US dollar against the drachma and the euro. These factors led also to an
increase in the average inflation in the Euro-zone from 1.75 percent in December
1999 to 2.75 percent in October 2000. Inflationary acceleration in Greece during
2000 was partly the result of the gradual adjustment of the drachma exchange rate
against the euro towards its irrevocably fixed central exchange rate of 340.75
drachmas per euro. The gradual adjustment resulted in an annual decrease of the
exchange rate by 6.2 percent.

During 2000, in view of the country’s participation in the final stage of the
EMU, domestic and Euro-zone interest rates gradually converged, leading to a
relaxation of monetary policy. The central bank decreased the intervention rate in
the interbank market for 14 day-transactions from 10.75 percent at the end of 1999
to 4.75 percent at the end of 2000. This led to a decrease by 3.6 percentage units in
the average day-to-day savings rate and by 3 percentage units in the average time
deposit savings rate.

The broad liquidity index M4N (including currency, private deposits in
drachmas and foreign exchange, repos, bonds, money market mutual funds units
and liquid Treasury securities) of the Greek economy increased by 12.6 percent
during the period Jan.-Nov 2000 against a 5.5 percent annual increase in 1999,
thus exceeding the central bank forecast of 5 to 7 percent increase. This increase
is to a large extent the result of the doubling of private investment in repos, owing
to the higher repo yield relative to other liquid securities. The increase in the
liquidity index is also the result of funds transfer from equity mutual funds (which
are not included in M4N) to money market mutual funds (which are included)
that followed the Greek stock market fall in 2000. Finally, the increase in the
liquidity index is also related to the relaxation of credit expansion to the private
sector. The annual growth rate of total credit to the private and public sectors was
17.3 percent in November 2000 against 12.2 percent in December 1999, whilst the
corresponding growth rate of bank lending to the private sector was 25.2 percent
in November 2000 against 14.2 percent in December 1999. The expansion of
domestic credit was also affected by international factors, such as the revaluation
of the US dollar and the Japanese yen. Excluding exchange rate adjustments,
domestic credit expansion in November 2000 was 16.2 percent for the entire
economy and 21.9 percent for the private sector.

In 2000, the level and volatility of treasury securities yields continued to approach
those in the Euro-zone, thus indicating the high degree of integration of the Greek
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bond market with the Euro-zone counterparts. Indeed, the yield difference between
the Greek 10-year bond and the corresponding German bond was reduced from 110
basis points in the end of 1999 to 60 basis points in the end of 2000. The admission of
the Greek economy in the EMU led to an increase in investor interest in Greek treasury
securities, thus resulting in a rise in the total volume of transactions in the secondary
bonds market from 28.3 trillion in 1999 to 43.3 trillion drachmas in 2000.

Fiscal reform continued in 2000 and available estimates reduce the general
government deficit, as a percent of GDP, from 1.8 percent in 1999 to 0.8 percent in
2000. The deficit reduction by one percentage unit was due to the increase in the
government primary surplus. The public debt is, as a percent of GDP, still high but
steadily falling from 104.6 percent in 1999 to 103.9 percent in 2000.

At the same year, the balance of payments deficit increased, as a percent of
GDP, from 3.2 percent in 1999 to 3.7 percent in 2000. The deterioration is due to
the increase in the country’s trade deficit caused by the rise of oil prices, the
revaluation of the US dollar and the increase in imports. It is also due to the
considerable capital outflow, as foreign investors liquidated their portfolios and
pulled funds out of Greece.

The Capital Market in Greece

General Overview

The year 2000 was characterized by considerable share price fluctuations and a
reduction in the volume of transactions in the Athens Stock Exchange (ASE) that
led to a considerable reduction in total market capitalization. Reduced transactions
activity did not however discourage the modernization of the institutional
framework and the dynamism of the primary market. Moreover, the systems
safeguarding market integrity functioned properly and the overall level of
transparency was further improved.

The ASE General Index closed at the year’s end at 3,388.9 units, realizing
an annual decrease of 38.8 percent. The daily value of transactions was on average
150 billion GRD against 240 billion GRD in 1999 and 75 billion GRD in 1998. Total
market capitalization was at the year’s end 40.2 trillion GRD against 67.3 trillion
GRD in 1999, representing a decrease of 40.3 percent. Despite the decrease, total
market capitalization still corresponds to about 100 percent of Greek GDP, thus
highlighting the important role of the capital market in the national economy.

The substantial fluctuations and the ensuing correction in the ASE relative
share prices and the General Index during 2000 are largely the result of the persistent
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Table 1

Macroeconomic Indicators of Greece, 1997-2000

Aggregate Demand & GDP

1997 1998 1999 2000

(constant prices, percent change over previous year)

Gross Domestic Product 35 31 34 41
Private Consumption 28 31 29 31
Public Consumption 30 17 -01 08
Gross Fixed Private Investment 104 105 147 8.8
Gross Fixed Public Investment 73 121 58 94
Final Domestic Demand 36 47 29 43
Exports of Goods & Services 182 59 65 80
Imports of Goods & Services 139 113 39 74
Production - Employment

Index of Industrial Production (percent, y-0-y) 77 28 177
Labor Productivity (percent, y-o-y) 37 03 41 29
Nominal Unit Labor Cost (percent, y-0-y) 71 29 06 15
Real Average Wage (percent, y-0-y) 52 15 24 18
Unemployment Rate 79 99 120 113
Prices & Monetary Aggregates

Inflation (C.P.I., year average percent change) 55 48 24 32
Inflation (C.P.I., Dec./Dec.-1 percent change) 47 39 27 39
MA4N (percent, y-0-y) 78 98 55 126
Total Credit Expansion (percent, y-0-y) 110 97 122 173
Deposits in Commercial Banks & Specialized Institutions (percent, y-0-y) 98 1.6 139 42
Credit to Private Sector (percent, y-0-y) 153 150 142 252
10-year Treasury Bond Yield (percent, year average) 98 85 63 61
Public Finances (percent of GDP)

General Government Balance 40 25 -1.8 -08
General Government Primary Surplus 57 64 58 65
General Government Debt 108.3 105.5 104.6 103.9
External Transactions

Nominal Effective Exchange Rate (percent annual change) 19 59 09 -62
Trade Balance (percent of GDP) -123 -128 -139 -149
Current Account Balance (percent of GDP) 26 -19 32 37

Sources: Ministry of National Economy, Bank of Greece.
Note: ' Nov. 1999 - Nov. 2000.
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consequences of the reversion of the cumulative cycle of overheating and self-
fulfilling expectations observed in the Greek capital market during the second and
third quarters of 1999.

It is by now well-known that the overheating cycle of the Greek capital market
during the third quarter of 1999 has had a considerable impact on market activity
that remained present for a lengthy period following the phasing out of the cycle.
First, there was a significant distortion in the level of actual share prices relative to
the level justified by expected long-term corporate profitability. Second, investor
preferences were switched toward short-term speculative placements, while it is
widely known and empirically observed that the financial investment pay-off is largely
materialized within a medium- to a long-term horizon. Third, there was a reduction
in portfolio diversification, associated with the concentration of investor preferences
on relatively few stocks thus unnecessarily raising the level of undertaken risk. Fourth,
considerable phenomena of investment fads were observed which led investors to
“glamour” stocks rather than value stocks. The ramifications of those actions in the
Greek capital market brought about a process of gradual correction of share prices
and investment portfolios, which determined the behavior of the capital market
during the last quarter of 1999 and the entire 2000. The extensive liquidations of
portfolios by both domestic and foreign institutional investors resulted in considerable
market correction actions, thus leading to a new market equilibrium in both the
general level of prices and the relative prices of securities.

During the first quarter of 2000, share price volatility was amplified by the
nervousness caused by the announcement and realization in March of national
parliamentary elections. Following the end of elections, uncertainty was reduced
thus bringing about a restoration of a climate of confidence in the financial markets,
which led to a new inflow of liquidity until the end of April. A considerable inflow
of liquidity by foreign mainly institutional investors was evident, leading to a new
rise in the ASE General Index.

However, the investment dynamism was not strong enough. Investment
confidence weakened again reflecting the negative consequences of the steep rise
in the international oil price on domestic and world economic growth. Indeed, the
rise in the price of oil during the period April-September 2000 was especially large,
feeding on financial volatility in the world markets. International volatility was
further amplified by the appearance of a new round of international turmoil resulting
mainly from large share prices corrections in the telecom and the “new economy”
sectors. Accidental events too contributed to the increase in volatility, such as the
fatal naval accident in September and the suicide of the chairman of its board,
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contributed to the increase in domestic volatility. Since October 2000 additional
portfolio liquidations took place, especially by foreign institutional investors. The
liquidations reflected, given those institutional investors’ investment profile, their
efforts to restructure their portfolios in view of the prospective upgrading of the
status of the Greek capital market from a developing to an advanced market status.
It must be emphasized that the year 2000 is a cornerstone year for the Greek economy
due to its full participation in the EMU, the establishment of a fixed relation between
the Greek drachma and the euro and the drachma’s full abandonment by 2002.

It must be noted that the temporary fluctuations in the international oil
price are not expected to have long-term negative consequences for the growth
of the Greek economy since it is internationally recognized that the country’s
economic fundamentals are sound. It is expected that sensible re-evaluation of
Greek economic developments will contribute substantially to the reduction in
the general level of uncertainty and in due time will result in a reversal of the
unfavorable investment climate that prevailed during 2000. This will lead to the
undertaking of new investment initiatives, which will gradually restore the
connection between the general price level, the relative share prices and
capitalizations in the ASE and corporate fundamentals.

Despite the stock market fall, the activity in the primary and secondary
markets during 2000 was intense. Indeed, forty eight new companies and one already
listed company moved with a public offering of shares, raising 929.9 billion GRD.
In the same year, a hundred and three listed companies proceeded with an increase
in their share capital, raising 2.96 trillion GRD.

The number of listed companies in the ASE increased in 2000 to 342
companies, representing an annual increase of about 10 percent. The number is
expected to increase even further owing to the large number of companies being at
the stage of preparation or waiting in the line to be granted license to proceed with
the public offering as well as those that wish to be listed in the New Market for small
and highly-innovative companies. Of course, the fall in the stock market and the
ensuing reluctance by underwriters to encourage immediate entry have brought
delays in the listing process, which are expected to be only temporary.

Corporate and sectoral restructuring in the Greek capital market during
2000 was quite intense, taking the form of takeover activity and the expansion of
strategic alliances. The intensity is also the result of the ongoing process of
privatization of state-owned enterprises through the stock exchange. The Hellenic
Bank of Industrial Development was privatized by 30 percent through the stock
exchange and has already made the decision to proceed with further privatization
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by seeking a strategic alliance. The Commercial Bank of Greece proceeded with
the formation of a strategic alliance with the French bank Credit Agricole,
providing in the first stage 6.7 percent of its share capital. The competitive
restructuring in the banking sector already proved beneficial for consumers
through the reduction in the spread between borrowing and lending rates as well
as the charging of lower fees in making loans.

The growth of the Greek capital market is also reflected on the economic
performance of listed companies. Based on published annual financial statements,
total net corporate profits for the first six-months of 2000 exceeded 2 trillion GRD
whilst distributed dividends exceeded 650 billion GRD.

During the 1997-2000 period, a large portion of financial investment has
been realized through collective investment schemes. As a result, total assets of
mutual funds increased considerably during that period, providing the motive for a
substantial restructuring of the sector. Total mutual fund assets increased from 3.9
trillion GRD in 1996 to 11.8 trillion GRD in 1999 and 10.5 trillion GRD in 2000.

The composition of mutual fund investment changed too. Net assets of money
market funds decreased from 58.5 percent in 1996 to 49.7 percent of total assets in
2000. At the same time, net assets of equity funds decreased from 2.1 percent in
1996 to 25.5 percent of total assets in 2000. These changes provide evidence of a
considerable transformation of the Greek capital market, where an increasing portion
of saving is channeled into risk-bearing financial investment, thus manifesting a
growing willingness of investors to undertake higher risk against higher return.

These developments confirm the transformation of the Greek capital market
into an important and expanding mechanism for the financing of corporate plans.
The availability of cost-efficient finance directly through the capital market, despite
the recurrent reduction in interest rates, allows and encourages corporations to raise
funds through the capital market in order to increase investment and financial
strength, which in turn induces their further transformation and efficient restructuring.
These characteristics feed further on the development of optimistic expectations,
which bring new companies and new liquidity to the capital market.

The funds raised in the capital market in 1999 were used to finance new
investment in plant and equipment, technological advance, merger and acquisition
activity, investment through debt substitution and working capital needs. The finance
of new investment projects through the capital market contributed significantly to
the improvement in the corporations’ financial health and therefore in the national
economy’s growth prospects through the sustained undertaking of new and profitable
investment projects.
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During 2000 the regulatory and functional framework of the Greek capital
market was strengthened and upgraded by the introduction of new rules and
possibilities. The rules contributed to the improvement and expansion of the existing
institutional framework on the basis of the substantial experience accumulated.

In the past years, market supervision and regulation involved the
implementation of statutory codes of conduct of business, the monitoring of capital
adequacy, the take-over code, the publication of quarterly financial statements by
listed companies, the completion of the process of dematerialization of securities
and the initiation of the derivatives market, etc. These actions were taken gradually
but steadily and resulted in the consolidation of efficient and safe market operation.
The Capital Market Commission and the State have already met the standards set
by the laws 2324/95 and 2396/96 with respect to the capital market.

During 2000, the new phase of regulatory development included actions that
can be separated into four broad areas: the strengthening of the Capital Market
Commission’s authority, the oversight of listed companies, the compulsory professional
certification for market agents and the improvement of market operations.

It must be noted that the large initial increase and the subsequent decrease
of share prices in Greece during the period 1999-2000 led to a public debate on the
ability of the regulatory authorities to carry out efficiently their duties. In part, the
debate focused on the extent to which the Commission should intervene into areas
in which it has no authority, such as for example the increase in share capital by
listed companies. Moreover, it was pointed out that the regulatory authorities should
intervene in the determination of prices of initial public offers, an action that is
found nowhere in the advanced capital markets because it runs contrary to the
fundamental character of the capital market as a mechanism of uninterrupted price
determination under competitive conditions and transparency. The debates of this
kind are useful when they care to be constructive. Achievement and continuation
of competitiveness implies the development of regulatory policy that conforms to
the international and especially European experience. After all, such policy falls
within the broad goal of European capital market integration.

An important contribution of the regulation authorities and the State to
the capital market operations has been the establishment of institutions and
infrastructures. Since 1997 capital market institutions and rules have been
substantially improved. New rules for the protection of market transactions and
investors were introduced (e.g. the reformulation of the Common Guarantee
Fund and the Supplementary Fund against counterparty risk and default of
financial intermediaries). New rules were introduced for the enhancement of

24



capital adequacy of financial intermediaries. Codes of conduct of business were
introduced for all market participants (investment firms, underwriters,
institutional investors and listed companies) aiming at investor protection against
market abuse and the establishment of appropriate business ethics. Transparency
rules were introduced which improved substantially the disclosure of information
to investors (quarterly financial statements, detailed company prospectuses for
initial public offers, disclosure of information regarding financial transactions
by major company insiders). The New Market was also established to provide
low-cost finance to small, dynamic and highly innovative firms. Greek Depository
Receipts were moreover instituted for allowing foreign company securities to
be traded in the Market for Emerging Markets, the fourth market of the Athens
Stock Exchange. Two new institutions were created: the real estate investment
company and the maritime investment company, thus allowing for the listing in
the ASE of two new and very important sectors of economic activity. The
completion of the process of securities dematerialization and the installation of
a new multi-capability trading system in the ASE has been important
improvements in the market.

During 2000, the Board of Directors of the Commission, having obtained
the necessary authority, issued about 30 rules and regulations as well as submitted
opinions to the Minister of the National Economy for issuing ministerial decisions.
These rules and regulations add to the ongoing institutional progress aiming
principally at the protection of investors, the improvement of the smooth function
and systemic protection of the market and the improvement of the operating
conditions and efficiency of market intermediaries.

The provision of financial services and the effective protection of investors
were further strengthened by the reorganization of the Common Guarantee Fund
so as to increase the level of compensation provided to 30,000 euros, the establishment
of stricter rules for engaging in derivatives trading by institutional investors, the
introduction of terms and conditions for proceeding with a takeover bid in the market
aiming at the provision of adequate information and the equal treatment of investors.

The smooth function of the market was strengthened by the increase of
minimum own funds required for the listing and trading of shares in the ASE, the
readjustment of the daily closing price of traded securities, the widening of the daily
share price fluctuation limits to (12 percent and the establishment of terms and
conditions for the imposition of a trading halt on derivatives trading.

The protection of the system of transactions as well as their clearing and
settlement was further improved by the extension of the obligation of traders toward
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the Derivatives Clearing House for surrendering securities when futures contracts
are being agreed upon.

Market transparency was also improved. With respect to the operation of
the New Market, new rules set the minimum share dispersion requirements, the
obligations of institutional investors, the type and manner of information disclosure
and the terms and conditions for the provision of underwriting and consultation
services. New rules established the terms and conditions for becoming a market-
maker and described the associated obligations and responsibilities. During 2000,
the code of conduct for underwriters was amended to improve the transparency and
credibility of the participation process for the acquisition of securities and the quantity
and quality of financial information to be provided in the prospectuses of the issuing
companies increased.

Of special importance was the completion of the program of institutional
changes announced by the Commission in Spring 2000. Indeed, following the passing
by parliament of the laws 2836/2000 and 2843/2000, large steps of modernization
have been taken by the Commission. A new code of conduct for listed companies
was established (CMC rule 5/204/14.11.2000) aiming at the protection of minority
shareholders and the enhancement of transparency through extensive disclosure of
corporate information. At the same time, new regulations allow the provision of
credit by brokerage firms to their clients for the purchase of securities (margin
account rule) and establish the role and functions of the market-maker in the stock
exchange for the provision of liquidity. Moreover, the framework for the listing in
the ASE of securities of maritime investment companies has been worked-out, the
establishment of the capital market Ombudsman in association with market
participants is close to completion, as is the carrying out of professional certification
of market participants (analysts, investment consultants, fund managers and traders).

During 2000, prudential supervision by the Commission of financial
intermediaries (brokerage firms, investment firms and mutual fund management
firms), listed companies and financial transactions was carried out forcefully. More
specifically, prudential supervision principally involved the setting of fit and proper
criteria for granting operating license to financial intermediaries and the listing of
shares in the stock exchange, the monitoring of capital adequacy of brokerage firms
by monthly regular and irregular audits, the monitoring of the portfolio composition
of institutional investors by quarterly and irregular audits, the monitoring of financial
behavior of the firms for the reception and transmission of stock exchange orders
by recurring sample audits, the cross-checked monitoring of transactions in the stock
exchange and the derivatives exchange for the prevention of market abuse practices
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and the daily monitoring of the clearing and settlement process by imposing
“automatic sanctions” in cases of malpractice.

During 2000, the Commission has put under surveillance the news
publications on financial issues and asked for the required explanation regarding
the content of announcements in the ASE Daily News. Moreover, the Commission
continued the monitoring of the uses of funds raised by listed companies through
the capital market and the results were made public, the quarterly monitoring of
financial statements and the “real time” monitoring of stock exchange transactions.

During 2000, the auditing work of the Commission multiplied and expanded
into new areas. Both prudential and punitive supervision were efficient and brought
considerable benefits to the Greek capital market by securing conditions of
smoothness in the operation of the market at times where the offering volumes of
securities was large. The audits were multidimensional, including tens of brokerage
firms, investment firms, mutual fund management firms and listed companies. A
large number of information disclosure practices by large shareholders and company
insiders were also audited. The Commission continued the long program of auditing
the firms for the reception and transmission of stock exchange orders, which included
about 200 firms. The Commission examined in detail several cases where there was
an indication of market abuse practices. Several illegal practices were detected by
those audits which led the Commission to impose fines totally worth 3.6 billion GRD
(10.6 million Euro), the proceeds credited with the Greek State, and to submit
indictments against a large number of entities to administrative courts.

The Commission is endowed with the authority to conclude bilateral and
multilateral agreements and memoranda of understanding with other countries’
regulatory authorities for the exchange of confidential information, the cooperation
on issues related to the safeguarding of market stability and the coordination of the
relationships between stock exchanges, clearing houses and regulation authorities.
In the context of international relations development, members of the Commission’s
staff participated in numerous international conferences, fora and meetings and
several memoranda of understanding were signed and activated. An important
distinction for the Capital Market Commission during 2000 was its election as the
chair of the IOSCO’s European Regional Committee.

The continuous institutional and supervisory initiatives by the Commission
enhanced market and investor protection under increasingly difficult circumstances
for the world financial markets. Despite the fall in share prices during 2000, the
operational and supervisory systems of the capital market functioned properly and
remained unaffected by the adverse psychological conditions prevailing in the market.
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The Developments in the Capital Market

The ASE General Index

During 2000 the stock market registered significant losses. At the end of the year,
the ASE General Index closed at 3,389 units, realizing a total annual decrease of
38.8 percent, the highest in the last two decades (Table 2). However, 2000 was
characterized by index losses in most stock exchanges worldwide: the NASDAQ
Index fell by 39.3 percent, the Tokyo Nikkei 225 Index fell by 27.2 percent, the
London FTSE-100 fell by 10,2 percent, the Frankfurt DAX-30 fell by 8.6 percent,
the Hong-Kong Hang Seng fell by 11.0 percent, the New York Dow Jones fell by
5.5 percent, whilst the Paris CAC-40 Index gained 1.52 percent.

The average annual level of the General Index during 2000 was 4,279.9 units.
On January 3, 2000, the Index reached its record high value of 5,794.8 units, whilst
on November 28 the Index’s reached its annual lowest value of 3,213.4 units. The
average monthly standard deviation of daily returns of the General Index was 2.1
percent in 2000, against 2.4 percent in 1999 and 2.5 percent in 1998. The average
annual difference between high and low price of the Index was 94.2 units. The ASE
General Index exhibited considerable volatility during January, April (national
elections), September (revaluation of the USD against the Euro and increase in the
price of crude oil) and December (Figures 1 and 2).

Table 2

Average Annual Percentage Change of the ASE General Index, 1990-2000
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

1991 -13.1%

1992 -151% -17.0%

1993 09% 88% 42.6%

1994 17%  24% 137% -94%

1995 04% 31% 108% -23% 52%

1996 0.0% 29% 86% -09% 3.6% 2.1%

1997 60.8% 10.6% 171% 115% 194% 272% 58.5%

1998 144% 190% 264% 234% 332% 442% 713% 851%
1999 219% 272% 351% 339% 448% 569% 81.0% 93.4% 102.2%

2000 138% 172% 224% 198% 255% 300% 38.0% 318% 113% -38.8%
Source: ASE

The results are based on the following relation: (X,/ X,)™ -1, where X, and X, represent the closing prices of the
ASE General Index at the year-base 0 and year t, respectively.
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Figure 1
Monthly Volatility of the ASE General Index, 2000
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Figure 2
Monthly Closing Price and Mean of the ASE General Index, 2000
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Sectoral Share-price Indices in the ASE

During 2000, all sectoral share-price indices exhibited a significant decrease, that
was on average 52 percent (Tables 3 and 4). The strongest decrease was observed
in the index of the Parallel Marked, which fell by 79.8 percent in 2000, reversing the
strong gain of 658.8 percent realized in 1999. Significant decreases were observed
in the sectoral indices of the Leasing Companies (-64.7 percent), the Construction
Companies (-63.1 percent), the Insurance Companies (-62,9 percent) and the
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Miscellaneous Companies (-57.5 percent). Only the decrease of the sectoral index
of Banks (-28.1 percent) was smaller than the decrease of the ASE General Index,
whilst the sectoral indices of the Industrial Companies and the Holding Companies
fell slightly more than the General Index (-39.9 percent and 41.1 percent respectively).
Finally, the index FTSE/ASE 20, which includes the large capitalization stocks, fell
during 2000 by 33.0 percent, whilst the index FTSE/ASE Mid 40, which includes the
middle capitalization stocks, decreased during the same year by 62.9 percent.

Table 3
Sectoral Share-price Indices in the ASE, 2000

Sectoral Closing Price Lowest Highest % Change
Share-price Indices  on 29/12/2000 Daily Price Daily Price since 30/12/1999
ASE General Index 3,388.86 3,165.19 5,874.95 -38.8%
FTSE/ASE 20 1,950.95 1,814.85 3,064.09 -33.0%
FTSE/ASE MID 40 395.44 374.16 1,077.28 -62.9%"
Banks 7,306.98 6,525.25 10,652.06 -28.1%
Insurance 1,383.92 1,336.46 4,011.64 -62.9%
Leasing 545.60 491.42 1,668.46 -64.7%
Investment 1,335.07 1,103.75 3,036.67 -52.7%
Industrial 2,072.80 1,932.90 3,708.65 -39.9%
Miscellaneous 2,970.99 2,784.98 7,483.50 -57.5%
Construction 1,271.88 1,111.84 3,950.82 -63.1%
Holding 3,851.29 3,647.71 7,207.44 -43.1%
Parallel Market 319.72 302.24 1,807.15 -79.8%

Source: ASE. ' Change since 3/1/2000.

The Value of Transactions in the ASE

The total value of transactions During 2000 decreased from 58.9 trillion GRD in
1999 to 37.8 trillion GRD in 2000, realizing a fall of 35.8 percent (Table 5). The
average daily value of transactions in 2000 was 150.2 billion GRD, against 300 billion
GRD in 1999. The highest daily value of transactions was 511.4 billion GRD and
was observed on February 4th, 2000. The total annual value of transactions in the
Main Market decreased by 41.6 percent, whilst in the Parallel Market it increased
by 11.5 percent, owing to the rising number of companies seeking funds in this
market. Thus, the value of transactions in the Parallel Market corresponded to 19
percent of the total value of transactions realized in the ASE in 2000, against 10.9
percent in 1999 and 5.5 percent in 1998.
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Table 5

The Value of Transactions in the ASE, 1990-2000

Year Main Market Parallel Market Total
Amount % Annual Amount % Annual Amount % Annual
(bn GRD) change (bn GRD) change (bn GRD) change

1990 606.9 1.8 608.7

1991 435.3 -28.3% 2.3 29.7% 437.6 -28.1%
1992 305.3 -29.9% 24 -10.1% 307.3 -29.8%
1993 624.3 104.5% 12.8 526.5% 637.1 107.3%
1994 1,225.6 96.3% 35.8 180.1% 1,262.1 98.1%
1995 1,257.7 2.6% 150.8 321.3% 1,408.5 11.6%
1996 1,817.6 44.5% 172.4 14.4% 1,990.1 41.3%
1997 5,540.3 204.8% 261.7 51.8% 5,802.1 191.6%
1998 17,490.8 215.7% 1,006.6 284.6% 18,497.4 218.8%
1999 52,521.9 200.3% 6,432.5 539.3% 58,954.5 218.7%
2000 30,673.6 -41.6% 7,173.2 11.5% 37,846.8 -35.8%
Source: ASE.

Net Profits and Dividends of the ASE listed Companies

The significant decline of share prices in 2000 does not reflect at all a comparable
decline in corporate profitability. Net pre-tax profits of listed companies for the
period Jan.-Sep. 2000 decreased only 10 percent in relation to the same period in
1999. The decrease in profits is mainly due to the decrease in the revenues from
securities sales that followed the decline in share prices and to the increase in import
cost (oil, etc.). Net after-tax profits of listed companies, based on their 1999 annual
financial statements, amounted to 2,081 billion GRD, representing an impressive
increase of 131 percent in relation to 1998 (Table 6). Distributed dividends out of
the 1999 profits amounted to 658 billion GRD, representing an increase of 46.8
percent in relation to 1998. Dividend policy by listed corporations was conservative
given that distributed dividends declined from 49.9 percent of net profits in 1998 to
31.6 percent in 1999. The proportional decline of share prices in 2000, which was
higher than the decline of corporate profitability, led to a significant decrease of the
capital market’s price to earnings ratio (P/E)? thus bringing the average valuation
of the Greek market to a level comparable to those of most European and other
developed capital markets.

? Given that the pre-tax profits for the first 9 months of 2000 amounted to about 1.54 trillion GRD, whilst total
ASE capitalization on 29/12/2000 was 40.2 trillion GRD, a provisional estimation of the price to earnings ratio
results, which is 20. The corresponding price to earnings ratio by the end of December 1999 (excluding the surplus-
values resulting from the sale of the Ionian Bank to the Credit Bank) was 29.
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Table 6

Net Profits and Distributed Dividends
of the ASE Companies, 1990-1999

Year After-tax Net Profits Distributed Dividends Profit

(mil GRD) (mil GRD) Distribution

Amount % Annual Change Amount % Annual Change (Percent)
1990 155,356 93,688 60.3
1991 236,594 52.3% 127,489 36.1% 539
1992 179,999 -23.9% 89,147 -30.1% 49.5
1993 311,186 72.9% 120,343 35.0% 38.8
1994 347,249 11.6% 171,408 42.4% 49.3
1995 365,419 52% 193,628 13.0% 53.0
1996 494,445 353% 249,899 29.1% 50.5
1997 730,776 47.8% 344,286 37.8% 47.1
1998 899,647 23.1% 448,540 30.3% 49.9
1999 2,081,802 131.4% 658,052 46.7% 31.6

Source: ASE, CMC.

Market Capitalization of the ASE listed Companies

During 2000, total market capitalization of the ASE listed companies decreased
significantly both as an absolute level and as a percentage of the GDP (Tables 7 and
9). Total market capitalization decreased from 67.3 trillion GRD in the end of 1999
to 40.2 trillion GRD in 2000 that is by 40.3 percent. However, total ASE capitalization
in 2000 remained higher than 1998 by 76 percent.

The decrease of total market capitalization in 2000 is due to the decline in
share prices resulting from extensive liquidation of securities. Increases in share
capital by listed companies and the listing in the stock exchange of shares of new
and large companies, such as Cosmote, Agricultural Bank of Greece and Cyprus
Bank, as well as smaller companies reversed the decrease of total capitalization.
Total market capitalization of the new listings during 2000 amounted to 3.9 trillion
GRD, corresponding to 9.6 percent of total market capitalization.

In the end of 2000, the share in total capitalization of the banking sector
was the highest in the ASE (31 percent against 25.1 percent in 1999), followed
by the telecommunications sector (13.5 percent), the metallurgy sector (6.6
percent) and the food industry sector (5.9 percent). Total capitalization in the
Parallel Market declined by 46.3 percent, that is from 6.7 trillion GRD in the end
of 1999 to 3.6 trillion GRD in the end of 2000, corresponding to 9.1 percent of
total market capitalization. The share of the broader financial sector (banks,
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insurance companies, leasing companies, investment companies) in total
capitalization increased from 32.8 percent in 1999 to 37.4 percent in 2000. The
capitalization of the broader industrial and construction sector amounted to 13.3
trillion GRD in the end of 2000, corresponding to 33.1 percent of total
capitalization, against 48.7 percent in the end of 1999. However, commercial and
non-financial sector companies show a tendency to widen their share in total
capitalization. The share of these companies (telecommunications, water supply,
internet providers, hotels, shipping and miscellaneous) in total capitalization, in
the end of 2000, was 20.5 percent.

The significant decline in the share prices of small- and medium-cap
companies was associated with an increase in the relative share of large-cap companies
in total ASE capitalization. In the end of 2000, the listed companies with the highest
share in total ASE capitalization were the National Bank of Greece (7.8 percent
against 5.5 percent in 1999), the Hellenic Telecommunications Organization (6.8
percent against 5.6 percent in 1999) the Eurobank-Ergasias (5.2 percent), the Alpha
Credit Bank (5.1 percent) and the Commercial Bank (3.7 percent).

Table 7
Market Capitalization of the ASE listed Companies, 1991-2000
Main Market Parallel Market Total
(bn GRD) (bn GRD) (bn GRD)
Financial Misc. % Annual
Year Sector! Manufacturing Sectors Total Amount  Change
Dec. 1991 1,137.1 949.9 2495 23365 18.7 23552
Dec. 1992 916.9 836.3 273.0 2,026.2 18.1 2,0443  -132%
Dec. 1993 1,1949  1,625.0 2875 31074 9.6 31170 52.5%
Dec. 1994 1,230.3 1,882.4 381.0 3,493.7 84.1 3,577.8 14.8%

Dec. 1995 1,391.1  2,0774 4038  3,8723 153.7 4,026.0 125%
Dec. 1996 1,669.1  1,940.6 2,1432 57529 191.9 59448  47.7%
Dec. 1997  3,0586  3,2225 3202.1 9,483.2 3281 98113  65.1%
Dec. 1998 87129 54046 7,7440 21,8615 9772 22,838.7 132.8%
Dec. 1999 22,0749 32,7769 57760.1  60,611.9 6,694.6 67,306.5 194.7%
Dec.2000  15,019.1  13,300.0  8,237.9  36,557.0 3,636.6 40,193.6  -40.3%

Source: ASE. ' Banks, Insurance, Portfolio Investment Companies, Leasing Companies.

The decline in the average daily value of transactions and total capitalization
in the ASE led to a reduction in the average daily liquidity index from 0.48 percent
in 1999 to 0.26 percent in 2000 (Table 8).
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Table 8
Monthly Liquidity Index in the ASE, 2000

Market Capitalization Average Transactions Value  Average Daily Liquidity

(end of month, bn GRD) (bn GRD) Index' (percent)
January 63,956 214.7 0.34
February 62,447 272.2 0.44
March 56,872 185.6 0.33
April 48,993 139.8 0.29
May 56,695 180.5 0.32
June 49,364 131.5 0.27
July 48,347 88.1 0.18
August 43227 71.4 0.17
September 48,535 1335 0.28
October 43814 72.1 0.17
November 38,442 53.7 0.14
December 40,194 113.6 0.28

Source: ASE. ' The Liquidity Index equals the ratio of average daily value of transactions to total market capitalization.

Table 9
Market Capitalization and Macroeconomic Indicators, 1991-2000
Market Capitalization Market Capitalization Market Capitalization
(percent of GDP) (percent of MAN**) (% of commercial deposits & repos**)

Dec. 1991 145 17.4 254
Dec. 1992 10.9 12.7 19.3
Dec. 1993 14.7 16.8 254
Dec. 1994 14.9 16.9 276
Dec. 1995 14.9 17.6 283
Dec. 1996 20.0 232 385
Dec. 1997 317 389 58.4
Dec. 1998 64.3 93.1 1221
Dec. 1999 169.4 196.3 303.6
Dec. 2000 98.0* 104.3 1315

Source: ASE, CMC.
* The level of GDP for 2000 is estimated by the Ministry of National Economy to be approximately 40 trillion
GRD (Ministry of National Economy, Annual Report 2000, Annex I). ** September 2000 data.

The role of the capital market in the national economy can be inferred if
total ASE capitalization is compared with other macroeconomic variables. Indeed,
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by the end of 2000 total capitalization of the ASE corresponded to 98 percent of
GDP, a level very close to the Euro-zone average level (approx. 92 percent of GDP
in late October 2000). Total ASE capitalization was 169.4 percent of GDP in the
end of 1999, against 64.3 percent in 1998. Total market capitalization moreover
corresponded to 104.4 percent of the broad index of liquidity of the Greek economy
(M4N) in 2000, against 196.3 percent in 1999 and 93.1 percent in 1998. Finally, in
2000 total ASE capitalization corresponded to 131.5 percent of the value of total
private deposits and repos in commercial banks (Table 9).

The Developments in the Athens Derivatives Exchange (ADEX)

A very important development in the Greek capital market during of 2000 was the
issuing of new derivative products by the Athens Derivative Exchange (ADEX).
The new products were (a) the 10-year Bond Future, issued on 14/1/2000, (b) the
FTSE/ASE Mid 40 Future issued on 28/1/2000, (c) the FTSE/ASE-20 Option issued
on 11/9/2000 and (d) the OTC product of Stock Lending through ADEX issued on
21/8/2000.

Table 10
Volume of Contracts in the ADEX, 2000
Month Future Future Bond Options Total
FTSE/ASE-20  FTSE/ASE-40 Future FTSE/ASE-20

Starting 27/8/1999 28/1/2000 14/1/2000 11/9/2000

January 825 925 923 2,673
February 1,106 666 881 2,653
March 1,408 1,061 805 3,274
April 1,402 1,509 706 3,617
May 1,009 1,809 2,131 4,949
June 1,121 1,769 1,772 4,662
July 1,170 2,185 1,392 4,747
August 1,276 2,746 985 5,007
September 3,267 2,998 698 125 7,088
October 2,882 1,715 569 207 5,373
November 3,649 2,017 768 353 6,787
December 4013 1,850 592 602 7,057
Total 57,887

Source: ADEX.

The decline in the ASE General Index raised investors’ interest in derivative
contracts. The average daily trading volume in the ADEX increased rapidly from
635 contracts on December 1999 to 7,057 contracts on December 2000.
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During 2000, ADEX policy enhanced derivatives trading by decreasing the
margins of the FTSE/ASE-20 index and the FTSE/ASE-Mid 40 index from 20 percent
to 12 percent and to 16 percent respectively, and by abolishing the maintenance
margin in cash (20 mil GRD), so that an investor can now use his/her own shares
for the maintenance of the margin.

The number of members in the ADEX increased in 2000 to 41 members.
The continuous issuing of new financial derivative products along with the existing
ones provides the basic tools for investors to hedge their portfolios against risks.
The extent to which these tools are being used testifies to the maturity of the market.

The Developments in the Fixed-income Securities Market

The domestic fixed income securities market is still dominated by securities issues
by the Greek Treasury. Main policy objectives of the Treasury Debt Office during
2000 were the improvement of the treasury securities market in view of the increased
competition arising from the integration in the euro bond treasury market and the
enhancement of transparency and liquidity of the primary and secondary markets.

In fulfilling this task, the average maturity of the debt structure was
lengthened, being replaced by longer maturity issues has reduced the amount of
treasury bills in circulation and many operations of debt restructuring were completed.
By the end of September 2000, the average maturity of domestic borrowing through
issues of marketable debt was approximately 8.7 years.

Moreover, in January of the same year, a 20-year fixed coupon rate treasury
bond was issued for the first time. Secondary market activity increased significantly
raising the average per day trading value to 500 million euro in December 2000.
During the same year trading volumes of the future contract on the 10-year treasury
bond in the ADEX were also significant.

The convergence of the treasury securities’ interest rate to the euro-zone
rates accelerated during 2000. The spread between the 10-year benchmark treasury
bond yield and the Germany’s Bund yield fell from 115-120 basis points in the
beginning of 2000 to 54 basis points by the end of December 2000. Figure 3 depicts
the movement of the treasury bonds yield curve during 2000.

On the basis of privatization policy through the stock exchange, three-year
zero coupon GRD certificates in book entry form were issued, enabling holders to
exchange them on a later date with shares of privatizing companies, such as the
Agricultural Bank of Greece. Holders of privatization certificates were also given
the right to exchange them at a discount on the offering price with shares of Greek
Stock Exchange S.A.
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The year 2000 was characterized by the preparation for the re-denomination
of government debt into euro currency as of the date of Greece’ s participation into
the euro-zone, i.e. the 1st January 2001. The re-denomination will adopt the “bottom-
up” approach followed by investor holding policies.

It is worth mentioning that current stock exchange conditions will accelerate
developments in the corporate fixed income securities market in the following years.
Corporate bond issue is an alternative source of corporate finance, which will be
reinforced by the expected alignment of the tax treatment between corporate and
treasury fixed-income securities, the convergence of Greek corporate ratings as well
as of the cost of capital to those observed in the euro-zone.

Figure 3
Treasury Bonds Yield Curve, 2000
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The Developments in the Central Securities Depository

The Central Securities Depository (CSD) is the central agency for the clearing and
settlement of stock exchange transactions as well as for the support of the
dematerialized securities system (DSS), in which dematerialized securities are
credited to the securities account of investors during the execution of daily transactions
or corporate actions. The participants in the clearing of transactions are the DSS
operators, the brokerage firms - members in the ASE, and the banks that provide
custodian services. The basic services provided by the CSD are the following:

(a)  Services to operators, clearing and settlement. The activity aims at the
completion of operations pertaining to the clearing and settlement of stock
exchange transactions between DSS operators and all related actions.

(b)  Services to investors. They include the modification of vital data on investors’
securities, the provision of information on the balances and movements of
accounts, the establishment of encumbrances, the blocking of securities,
inheritance matters, etc.
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(c)  Services to issuing companies. The CSD provides services relating to the
keeping of share registers and the performance of corporate actions, such
as general shareholder meetings, share capital increases involving the
distribution of free shares, share splits, etc, or through the registration of
records in the case of share capital increases involving the exercise of pre-
emptive rights. Shares are automatically entered in the DSS securities
accounts and dividends are automatically credited to the bank accounts
designated for investors.

All the above functions are specified and supervised in accordance with the
law 2396/96 and the Capital Market Commission rules (Regulation 154/16/3/1999)
governing the clearing and settlement of stock exchange transactions and the
operation of the Dematerialized Securities System.

In addition, during 2000 many amendments were implemented in the system,
such as the involvement of the Athens Derivatives Clearing House (ADECH) as an
account operator, the CSD audits on the Dematerialized Securities System, the
introduction of a procedure for the elimination and correction of mistakes made by
the system operator and the increase in the efficiency of the settlement and clearing
of new shares.

Furthermore the CSD has introduced an important investors information
facility, which provides information on their portfolios, such as account balances
and transactions for each security.

Moreover, investors will soon obtain a smart card that will give them direct
access to the DSS and more importantly to their accounts in the system. Investors
will be able to use the smart card to get information on portfolio account balances
and their movement, by resorting to special ATM-type machines to be installed at
various locations in major towns and cities around the country. They will also be
able to receive the same information through the internet.

The CDS services extend to issuing companies. Thus, issuing companies will
be given direct links with DSS and, in the case of registered shares, they will be able
to obtain data relating to the share registers and data transfers.

In addition, the new environment of dematerialized securities makes possible
the reduction in the time required for clearing -currently three business days after
the execution of the transaction. The decrease in the clearing time will bring (a) a
reduction of risk associated with the time interval between transaction and clearing,
(b) a reduction of insurance guarantees provided by brokerage firms for unsettled
transactions, (c) an increase in the lower and upper limits on transaction volume
and (d) a prompt settlement of accounts.
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Moreover the above services will assist issuing companies by facilitating their
corporate actions, investor by settling properly and quickly their accounts and
reducing the overall transactions costs and the New Market by providing precious
support for its functions.

Table 11
Number of Stock Trading Accounts by Month, 1998-2000
1998 1999 2000
January 43,719 56,642
February 56,980 63,119
March 88,048 50,088
April 127,923 15,592
May 114,586 18,394
June 116,881 11,931
July 72,750 8,106
August 74,154 5,059
September 145,004 10,273
October 98,807 7,180
November 81,666 10,395
December 83,091 34,005
Total of the year 355,309 1,103,669 290,784
Grand Total 1,749,762

Source: CSD

The Primary and Secondary Securities Markets

General Overview

The level of activity in the primary securities market during 2000 was significant,
despite the adverse market conditions. Total funds raised through initial public
offers and increases in share capital amounted to 3.95 trillion GRD (11.6 bn Euros),
representing an annual decrease of 10 percent against 1999. The latter year was
characterized by the highest historically amount of funds raised directly through the
capital market.

The impact of new issues on total market capitalization was even stronger
in 2000: total funds raised through initial public offers corresponded to 9.8 percent
of total ASE capitalization at the year’s end, against 6.5 percent at the end of 1999.
Despite the significant decline in the cost of borrowing, companies continued their
efforts to raise corporate finance through the capital market. This was the result of
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their conviction that the cost of capital raised directly through the capital markets
is still lower than the cost of borrowing and moreover that debt: equity ratios should
remain at low levels to maintain financial health.

Public Offerings

The total number of public offers, including both public and private placement, in
the Main and the Parallel Markets of the ASE in 2000 increased to 49 offers, raising
992.9bn GRD (2,91 bn Euros) against 46 public offers in 1999, which raised 1,624.5
billion GRD (4.77 bn Euros). Among the 49 public offers in 2000, one offer was
made by “Hellenic Petroleum SA”, an already ASE listed company, while among
the 46 public offers in 1999 four companies (“Hellenic Telecommunications
Organization”, “The National Bank of Greece”, “Panafon SA” and “Viohalko
Holdings SA”) were already listed in the ASE. If the already listed companies are
excluded, funds raised through the capital market amounted to 871.6 bn GRD (2.56
bn Euros) in 2000 against 627.8 bn GRD (1.84 bn Euros) in 1999, showing an annual
increase of 39 percent.

From the total amount raised through public offers, 847.6 bn GRD (2.49
bn Euros) was raised through the
Main Market corresponding to
85.4 percent of total funds, and ~ Number of Initial Public Offerings and Amount
145.3bn GRD (0.43 bn Euros)  of Capital Raised through the ASE, 1996-2000
was raised through the Parallel
Market corresponding to 14.6
percent of total funds raised. 40
Among the 49 public offers, 34 30

offers (70 percent of the total) ' 600

took place in the Parallel Market, 20 133

indicating a strong preference for 10 F 11163 300
. . 20.09

this market. Given the large 0 - —Jy

Figure 4
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Greece, this preference can be Tssues (amounts in bn GRD)

mainly attributed to the less strict Note: Public Offerings from companies already listed in the ASE
are excluded.

listing requirements set for the Source: Various Prospectuses, Capital Market Commission.
Parallel Market. However,

despite the latter’s dynamic growth, the Main Market remains the dominant
market. The levels of capitalization between the Main and the Parallel Market
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of the ASE stand at a ratio of 10:1, whilst the levels of total funds raised stand at
a ratio of 6:1, respectively.

The average amount of funds raised was 20.6 bn GRD in 2000 against 35.3
bn GRD in 1999. The high average level of funds raised in 1999 was due mainly to
the public offering of securities by the four already listed companies (“Hellenic
Telecommunications”, “National Bank of Greece”, “Panafon” and “Viohalko
Holdings”). Excluding these companies, the average funds raised through public
offers amounted to 18.2 bn GRD in 2000 against 14.9 bn GRD in 1999.

The increasing number of companies seeking funds through the capital
market, especially when considering the unfavorable market conditions during 2000,
demonstrates the capital market’s rising role in corporate finance and the primary
market’s importance for its growth. The dynamism of the primary markets is a central
element in total market growth and thus it should be further encouraged.

The dynamism of the primary market in Greece is further demonstrated by
the fact that an amount of 619.2 bn GRD (1.82 bn Euros), corresponding to 62.4
percent of total funds raised in 2000, was raised through initial public offers, while
the remaining 373.7 bn GRD (1.1 billion Euros) corresponding to 37.6 percent of
the total, was raised through securities sales in the secondary markets. The relative
figures in 1999 were inversed: 32.3 percent of total funds was raised in the primary
market and 67.7 percent was raised in the secondary market. This was due to the
large public offers made by the four already listed companies mentioned above,
which accounted for 58 percent of total funds raised in 1999. This fact is consistent
with current international practices involving the sale of securities by major block-
holders, in order to satisfy minimum dispersion requirements for the listing of shares
and corporate governance best practices.

The quarterly distribution of public offers in 2000 was as follows: 33.3
percent of total capital was raised in the first quarter, 7.1 percent was raised in
the second quarter, 13.0 percent was raised in the third quarter and 46.5 percent
was raised in the fourth quarter. The relatively high percentage of the first quarter
is due to the large number (21) of companies that proceeded with a public offers,
following the positive investment conditions prevailing in the market at that time.
In the first quarter two large public offers were completed: “Germanos SA” (76.9
bn GRD) and “Hellenic Petroleum” (121.3 bn GRD). The relative high percentage
of the fourth quarter is due to the fact that the newly listed companies were large
capitalization ones: “Cosmote” (a subsidiary of Hellenic Telecommunications
Organization) raising 179.2 bn GRD and representing the largest initial public
offers, “Bank of Cyprus” raising 120.9 bn GRD and “Agricultural Bank of Greece”
raising 147 bn GRD.
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Table 12
Annual Distribution of Public Offerings in the ASE, 2000

Capital Percent Oversubscription - Oversubscription
Quarter Number of Raised of Grand by Institutional by Non-institutional
2000 Listings (bn GRD) Total Investors (%)  Investors (%)
First 21 Average 15,804 70.88 311.36
Total 331,088 33.40%
Second 7 Average 9,993 10.13 44.48
Total 69,953 2.05%
Third 15 Average 8,607 20.11 14.01
Total 129,111 13.00%
Fourth 6 Average 76,992 4.75 1.48
Total 461,949 43.53%

Source: Capital Market Commission.
Note: The listing of “Datamedia S.A.” is excluded as it was completed without a public offering.

The average excess demand for IPOs by institutional investors in securities
auction was 41.9 times, while the average excess demand by private investors was
144.9 times. In one public offers, the total amount offered was not fully absorbed
by the general public and the main underwriter picked up the slack. Table 12 shows
a decreasing trend in the average excess demand for IPOs by both institutional and
private investors during 2000, especially during the last quarter. This is due both to
the unfavorable market conditions and the large number of shares offered in the
market. It is noted that the demand for shares by individual investors was higher
than the demand by institutional investors in the first three quarters of 2000. The
significant capital gains realized on initial public offers during the stock market
boom in the 1997-99 period resulted in an interruptive inflow of private investor
funds in the primary securities market, while institutional investors were forced to
confine themselves to restricted placements and therefore more moderate returns.
When market conditions worsened by the end of 1999 and during 2000, private
investors reaction were again more extreme in their decreasing of demand for IPOs,
thus leading to lower average excess demand.

The sectoral distribution of public offers in 2000 was as follows (Figure 5):
the banking sector absorbed 27 percent of total capital raised (“Bank of Cyprus”
and “Agricultural Bank of Greece”), the telecommunications sector absorbed 26
percent, the Parallel Market absorbed 15 percent and the energy sector absorbed
12 percent. In total, the financial sector, broadly defined, absorbed 29 percent of
total capital raised, the commercial and industrial sector absorbed 65.7 percent and

43



Figure 5

Public Offerings by Sector
of Activity in the ASE, 2000
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The uses of funds raised
trough the ASE, according to the
approved Prospectuses for public offers in 2000, were as follows: 30.7 percent of net
capital raised would finance fixed capital and other investment (new products and
processes, personnel training, marketing programs, etc.), 22.5 percent would finance
corporate merger and acquisition plans, 14.4 percent would be used for debt-
substitution finance and the remaining 32.4 percent would finance working capital
needs (this last category includes the amount of 116.1 billion GRD raised by the
“Bank of Cyprus” to be used for capital structure improvement). Excluding the
public offering of “The Bank of Cyprus”, the distribution of uses of funds changes
as follows: 38.2 percent for fixed and other investments (against 18.6 percent in
1999), 28.1 percent for financing corporate merger and acquisition plans (against
55.6 percent in 1999), 17.9 percent for corporate debt substitution (against 12 percent
in 1999) and 15.8 percent for working capital needs (against 13.8 percent in 1999).
Although the figures for 1999 and 2000 are not exactly comparable, a conclusion
emerges that almost two thirds of total funds raised through the capital market will
finance fixed investment and corporate restructuring.

The average return realized during the first three days of trading in the
ASE of initial public offers was 58.4 percent in 2000, against 236.5 percent in
1999. Figure 6 shows that the return was increasing until October 1999 (when it
reached 580 percent) and then decreasing, reflecting the deterioration of investor
sentiment. In the Fall 2000, the return was in some cases negative. The highest
positive return for 2000 was 417 percent, whilst the highest negative return was
28 percent. In general, the return on initial public offers was higher than that of
secondary public offers. The issuing of CMC rule 13/174/26.10.1999: “Terms and
conditions for book building procedures and the distribution of shares in an initial

Banks Hotels Holding Parallel Market
26% 2% 3% 15%
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public offering”, regulated initial public offering behavior, maintaining the
smoothness and normality in the market.

Figure 6
Average Return of Initial Public Offerings in the ASE, 1999-2000
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Increases in Share Capital by the ASE listed Companies

Despite the decrease in investor demand for securities, listed companies continued
to seek low-cost and high-return funds in 2000. As a result, total capital raised by
listed companies through the ASE increased by 6.8 percent in 2000, reaching 2.96
trillion GRD (8.68 bn Euros) (Figure 7). These funds corresponded to 7.4 percent
of total ASE capitalization for 2000 against 4.4 percent in 1999.

The majority of share capital increases in 2000 were concluded in the ASE’s
Main Market, where 79 companies raised 2.73 trillion GRD (8.02 bn Euros),
accounting for 92.2 percent of total funds raised. In the ASE’s Parallel Market 24
companies concluded increases in share capital, accounting for the remaining 7.8
percent of total funds. The annual growth rate of these funds was 3.7 percent for
the Main Market and 68.2 percent for the Parallel Market. The growth rates were
made possible despite the 9 percent decrease in the number of share capital increases.
This must be attributed to the increase of the average funds raised per share capital
increase from 23.3 bn GRD in 1999 to 28.7 billion GRD in 2000.

In 2000 the percentage of offered shares distributed to company staff and
associates as well as to institutional investors and allies increased. About 23.3 percent
(636 bn GRD or 1.87 bn Euros) of total funds raised through share capital increases
in the Main Market was absorbed by the aforementioned investors, after existing
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Figure 7 shareholders refrained from the
exercise of their pre-emptive rights.
It should be noted, however, that
89 percent of the above amount

Increases in Share Capital and Amount
of Funds Raised, 1996-2000
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Source: Various Prospectuses, CMC. developments in the stock

exchange (Figure 13). More than
50 percent of total funds were raised in the first quarter of 2000, whilst over 30
percent of funds were raised in the third quarter. The high percentage for the third
quarter is due to the share capital increase of “The Coca-Cola 3E Co”. In the fourth
quarter, due to adverse market conditions, the shares offered by seven share capital
increases were not fully absorbed by investors.

Table 13
Annual Distribution of Share Capital Increases in the ASE, 2000

Number of Increases Capital Raised Percent of

Quarter in Share Capital (million GRD) the Total
Ist 51 1,608,757.46 5437
2nd 18 273,362.17 9.24
3d 21 909,291.10 30.73
4th 13 167,277.60 5.65
Total 103 2,958,688.33 100.00

Source: Registered Prospectuses.

The sectoral pattern of distribution of funds raised was diversified too. For
the first time the amount of funds raised by industrial and commercial companies in
the ASE was higher than the amount raised by companies of the broader financial
sector. The largest portion of total funds was absorbed by the food sector, which
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raised 673 bn GRD (1.97 bn Euros) or 22.7 percent of the total (Figure 8). The
construction sector raised 372 bn GRD (1.1 bn Euros) or 12.6 percent of the total,
which will be used for the strengthening of the construction companies’ capital base
as a precondition to grow faster following the new institutional framework for the
sector’s consolidation and business ventures. In the broader financial sector, investment
companies concluded nine increases in share capital raising 505 bn GRD (1.48 bn
Euros) or 17 percent of total funds. The banking sector raised 125 bn GRD (0.37 bn
Euros), an amount that was lower than that in the previous year, since only three
banking institutions proceeded with a share capital increase. However, the banking
sector has already undertaken and completed several capital increases in the recent
past thus having achieved and maintained an already high capital adequacy ratio.

Figure 8
Distribution of Share Capital Increases by Sector, 2000
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Note: The concentration of share capital increases in 2000 was significant: five companies raised almost 30 percent
of the total capital raised (“Coca Cola 3E”, “Ergasias Portfolio Investment Company”, “Techniki Olympiaki”,
“Genikon Apothikon”, “Hellenic Portfolio Investment Company”).

Mergers and Acquisitions between ASE listed Companies, 2000

Considerable takeover activity was observed in the capital market during 2000, which
however was friendly. Mergers and acquisitions activity was intensified by the desire
to expand vertical corporate integration so as to take advantage of economies of
scale, to increase corporate size so as to appropriate higher market share, to cooperate
with companies in the same sector so as to reduce costs and to achieve stock market
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listing through the use of an already listed company as a vehicle. An indication of
the most significant mergers and acquisitions realized between listed in the ASE
companies in 2000 is provided below

Table 14
Mergers and Acquisitions in the Capital Market, 2000

Percent of
Acquirer Industry Target Company Industry Participation
Singular Informatics DELTA Informatics Informatics Merger through

absorption
Singular/DELTA Informatics Space Hellas Informatics 23.1%
Pouliadis & Associates Informatics Despec Hellas Informatics 34.0%
Balafas Holding Co. Holding Co. St. George Flour Mills Flour Mills Acquisition
Domiki Kritis Group Construction Iktinos Hellas Marbles 10.0%
Selonda Group Fish-farming Nirefs Fish-farming 10.8%
Nirefs Fish-farming Hellenic Fish-farming Fish-farming 16.2%
Notos Com Holdings Holding Co. Remek Pharmaceuticals, 51.1%

Cosmetics
Alpha Bank Bank Alpha Finance Investment Merger through
Companies absorption

Lambrakis Press Publications Paperpack Tsoukaridis Paper Products 31.4%
General Construction Co. ~ Construction Kekrops Real Estate 18.9%
General Construction Co.  Construction Hermes Real Estate 10.4%
DELTA Holding Holding Co. Papafilis Mills Flour Mills 79.4%

Source: ASE, Daily News.
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Capital Market Entities

Brokerage Firms, Investment Firms and
Firms for the Reception and Transmission of Orders

General Overview

Transactions activity in the capital market during 2000 was stabilized at levels,
which reflect the prevailing demand and supply conditions for securities. Under
these circumstances, brokerage and investment firms readjusted their internal
organizational structures and looked into new corporate deals (merger & acquisitions,
formation of alliances, co-operations etc.) in order to improve the return on capital
in the new competitive environment.

During 2000 the supervision of the investment services sector (investment
companies under the law 2396/96) by the Capital Market Commission focused on
the safeguarding of the smooth operation of the system of execution, clearing and
settlement of transactions. To that end, the CMC, in collaboration with other
competent authorities, completed the process of securities dematerialization,
which, in addition with the improvement of the existing clearing and settlement
procedures, involved the broader system of transactions too. These developments,
assisted by regular and irregular audits by the CMC staff, led to a significant
containment of systemic risk.

At the same time, the CMC continued the improvement of the institutional
framework of the derivatives market and the New Market by changing the rights
and obligations of investment firms, underwriters and market makers.

In addition, investor protection against insolvency of brokerage and investment
firms was further strengthened by an enlargement of the Common Guarantee Fund
to a total of 100 billion GRD (293,5 million Euros). This increase was augmented by
an additional insurance for the Common Guarantee Fund worth of 40 billion GRD,
thus raising the total funds available to 140 billion GRD (410.9 billion Euros).
Moreover, the reserves of another investor protection fund, the Supplementary Fund,
were raised at the year’s end to 43 billion GRD (127.2 million Euros).

During 2000 investment services firms increased in number and continued
their restructuring in the new competitive environment marked by the large
stock market fall and the provision of investment services in Greece by foreign
brokerage firms. The reaction of investment firms included the development of
existing and the introduction of new investment products and services, such as
underwriting services.
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More specifically, investment firms offered underwriting services in five
share capital increases through public offer and acted as advisors in 32 out of 50
share capital increases. In addition investment firms acted as advisors in 70 out of
90 share capital increases through the exercise of pre-emptive rights.

During 2000 seven brokerage firms were given license modification in order
to provide additional investment services, while several brokerage firms expanded their
investment services to other markets in the European Union. Several mergers and
acquisitions among brokerage firms and subsidiaries of credit institutions took place.

According to the 1999 financial statements, total capital owned by brokerage
firms - members in the ASE, amounted to 261.6 billion GRD (768 million Euros),
which represents a three-fold annual increase. This increase is mainly due to the
rise of both the number of operating firms and operating profits, a large portion of
which was capitalized.

In response to the improved capital base, the CMC granted license to 49
brokerage firms (that is more than 50 percent of the total number) for increasing
their share capital. Total turnover in 1999 was 607.1 billion GRD (1.8 billion Euros)
representing an annual increase of 357 percent relative to 1998. Pre-tax and post-
tax profits were 314.3 billion GRD (922 million Euros) and 198.9 billion GRD
(584 million Euros), respectively. The increase in profits and the return on equity,
which was 144 percent in 1999 against 57 percent in 1998, led to a generous dividend
policy during1999.’

The Value of Transactions in the ASE executed by Brokerage Firms

The total value of transactions executed by brokerage firms - members of the
ASE in 2000 declined considerably from 117.9 trillion GRD (346 billion Euros)* in
1999 to 69 trillion GRD (202.8 billion Euros) in 2000, representing a decrease of 41.4
percent. The reduction was a consequence of the stock market fall, especially during
the second half of the year, and the return to smaller trading volumes after the
unprecedented growth by 327.9 percent in the value of transactions during 1999.
Despite the reduction, the average volume of transactions increased during the last
two years by 150 percent and during the last three years by 566 percent. As a result,
the ratio of the total value of transactions to GDP decreased from 3.09 in 1999 to
1.691n 2000. Yet, the ratio of the total value of transactions to total capitalization in
the ASE remained in 2000 at the satisfactory level of 1.7, thus highlighting the essential
role of the decline in share prices in the reduction of the overall value of transactions.

? Dividend return after taxation was 38.7% in 1999, against 30.6% in 1998.
* The value of transactions decreased for the first time since 1992.
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In 2000 transactions worth
4.93 trillion GRD (14.5 billion
Euros) took place through the
Thessalonica Stock Exchange
Center, representing a decrease of
36.6 percent against 1999.
However, as a percentage of the
total value of transactions that
took place through the
Thessalonica Stock Exchange
Center, transactions increased
from 6.6 percent in 1999 to 7.1
percent in 2000, thus verifying the
increasing investment interest in
northern Greece.

Figure 9

Value of Transactions Executed
by Brokerage Firms, 1996-2000
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Figure 10

Distribution of the Value of Transactions by Month, 2000 (trillion GRD)
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The average value of transactions executed per brokerage firm in 2000 was
768 billion GRD (2.3 billion Euros) against 1.572 trillion GRD (4.6 billion Euros)
in 1999, which represents a decrease of almost 50 percent. Only one third of brokerage
firms exceeded the average amount, which shows a high degree of concentration.
This is also illustrated by the market share of the four higher, in terms of transaction
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value, brokerage firms, which increased from 20.4 percent in 1999 to 21.8 percent
in 2000. The concentration was mainly due to the fact that a large number of investors
returned to the large and “safe” brokerage firms, without having anymore to fear
delays in the execution of orders. It is also due to the extensive takeover activity
between brokerage firms and subsidiaries of credit institution, which traditionally
hold higher market shares.

The net value of transactions (excluding block trades and repurchase
agreements) was 59 trillion GRD (173.3 billion Euros) in 2000 against 102.5 trillion
GRD (300.9 billion Euros) in 1999, showing a decrease of 42.4 percent. The net
value of transactions corresponded to 85.5 percent of gross transaction value, against
87 percent in 1999 and 83 percent in 1998. The market share of the four largest
brokerage firms was 19.5 percent, showing a slight increase relative to 1999. However
the 10 highest, in terms of market share, brokerage firms maintained their market
share, the medium level brokerage firms are loosing market share in favor of smaller
firms (Table 15). The market share of brokerage firms that are subsidiaries of credit
institutions fell to 41.2 percent.

The total value of transaction on block trades and repurchase agreements
was 10.1 trillion GRD (29.6 billion Euros) in 2000, showing a decrease of 34.5 percent.
Block trades represent 14.6 percent of the total transaction value, which remains
roughly stable during the last three years. Brokerage firms, which are subsidiaries
of credit institutions, executed 75 percent of the total block trades in 2000.

Table 16
Market Share Concentration of the Brokerage Firms, 1998-2000
Brokerage Firms’ ranking according to market share 1998 1999 2000 % dif 99/00
1-10 44.76% 39.42% 39.27% -0.38%
11-25 27.60% 29.78% 26.59% -10.71%
26-45 19.48% 20.70% 19.73% -4.69%
46-89 8.16% 10.1% 14.41% 42.67%
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Mutual Funds, Mutual Fund Management Firms
and Portfolio Investment Companies

General Overview

The market of Undertakings for Collective Investments in Transferable Securities
(UCITS), that is mutual funds and portfolio investment companies, continue to
grow as a larger number of investors show interest in collective investment schemes
(Table 17). By the end of August 2000, the total value of mutual fund assets
corresponded to 47.5 percent of total private deposits and repos in commercial
banks and credit institutions against 52.1 percent in the end of 1999 and only 9.8
percent in the end of 1994.

Table 17

Commercial Bank Deposits, ASE Capitalization
and Net Mutual Funds Assets, 1991-2000

(billion GRD)

Commercial ASE Net Mutual

Bank Deposits Capitalization Funds Assets
Dec 1991 9,233.5 2,355.2 171.5
Dec 1992 10,149.0 2,044.3 2234
Dec 1993 11,084.6 3,117.0 866.8
Dec 1994 13,747.5 3,577.8 1,343.7
Dec 1995 15,766.1 4,026.0 2,454.1
Dec 1996 17,997.1 5,944.8 3,873.4
Dec 1997 19,754.9 9,811.3 7,325.3
Dec 1998 20,073.9 22,838.7 8,997.7
Dec 1999 22,889.0 67,306.5 11,9335
Dec 2000 23,095.4 40,193.6 10,525.0

Source: Bank of Greece, ASE, Union of Greek Institutional Investors.

In the end of 2000, there were 265 mutual funds operating in the Greek
market against 208 funds in 1999.Their composition was the following: 62 bond
funds, 47 money market funds, 120 equity funds and 36 mixed funds.

Total mutual fund asset value in the end of 2000 was 10.5 trillion GRD,
representing a decrease of 11.8 percent in relation to 1999. Total asset value of equity
funds was 2.6 billion in 2000 against 4.9 billion in 1999, showing a decrease of 46
percent and corresponding to 25.5 percent of total in 2000 against 41.6 percent in
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1999, while total asset value of money market funds increased to 49.7 percent of
total in 2000 from 38.4 percent in the 1999.

Thus the remarkable 1999 stock market rise was followed by an increase in
total assets of equity funds as investors showed a preference for the acquisition of
equity fund shares, while the equally remarkable 2000 stock market fall was followed
by an increase in total assets of money market funds as investors showed a preference
for liquid and stable investments.

During 2000, important changes in the ownership and operation structures
of collective investment institutions took place. Indeed, many mutual fund
management firms, which were bank subsidiaries, were forced to restructure as their
respective mother companies bought them out.

Table 18
Net Assets and Number of Mutual Funds
by Fund Classification, 1996-2000

31/12/2000 31/12/1999 31/12/1998 31/12/1997 31/12/1996
Classification Amount Number Amount Number Amount Number Amount Number Amount Number
of Mutual Funds bnGRD of MF bnGRD ofMF bnGRD of MF bnGRD of MF bnGRD of MF

Money Market ~ 5,227.1 47 45792 45 59668 42 44050 36 2299.0 35

Bonds 1,6140 62 13631 67 1,680.0 64 20630 64 14350 60
Equities 2,682.6 120 4,967.6 66 492.0 40 237.0 32 78.0 29
Mixed 1,001.2 36 1,023.5 30 828.0 30 619.0 26 59.0 22
Special Type - - - - 310 2 40 2 30 2
Total 10,5249 265 11,9334 208 8,998 178 7,327 160 3,874 148

Source: Union of Greek Institutional Investors.

Comparing total mutual fund assets with other financial and macroeconomic
variables can assess the growing role of collective investment schemes. Indeed, total
asset value corresponded to 47.5 percent of total private sector deposits and repos
in credit institutions in the end of August 2000, a level that is close to average
international levels. As regards total mutual funds asset composition, the following
observations can be made: Money market funds correspond to 49.7 percent, equity
funds correspond to 25.5 percent, bond funds correspond to 15.3 percent and mixed
funds correspond to 9.5 percent of total mutual fund assets, respectively. Moreover,
the degree of concentration in the domestic collective investment schemes market
was high since by the year’s end, three mutual fund management firms managed
funds worth 5 trillion GRD, corresponding to 46.9 percent of total mutual fund assets.
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Figure 11

ASE Capitalization, Net Mutual Funds Assets
and the ASE General Index, 1999-2000
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Stock market developments show that money market funds commanded
the largest market share, which was 49.7 percent of total assets in 2000 against 38.4
percent in 1999. Their total assets value was 5.2 trillion GRD in 2000 against 4.6
trillion GRD in 1999,representing an increase of 14 percent. The composition of
the money market funds (1999:45) was the following: 41 domestic money market
funds, 2 foreign money market funds and 4 international money market funds.

In 2000 the role of equity mutual funds was reduced. Their total asset value
decreased to 2.7 trillion GRD in 2000 against 4.9 in 1999, due to the transfer of funds
from equity to bond and money
market mutual funds. By the end
of 2000, there were 120 equity
mutual funds against 66 in 1999,

Figure 12

Net Assets and Number of Mutual Funds
by Fund Classification, 1999-2000
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. | d1000 2000 against 11.4 in 1999. Their
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31/12/2000 31/12/1999 (bn GRD) & increase of 18.4 percent. In the end
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of 2000, there were 62 active bond funds, of which 38 were domestic bond funds, 13
foreign bond funds and 11 were international bond funds.

Total assets of mixed funds decreased by 2.2 percent in 2000, averaging 1
trillion GRD in 2000 against 1.023 trillion GRD in 1999, while their market share
increased from 8.6 percent in 1999 to 9.5 percent in 2000. In 2000 there were 36
mixed mutual funds, against 30 in 1999, of which 25 were domestic funds, four were
foreign funds and seven were international funds.

The International Mutual Fund Market

According to FEFSI, in September Figure 13
2000, the five top ranking states in The 5 Top-ranked both EU

Europe had 16,696 mutual funds and FEFSI Member-states in Number

under operation, commanding
total assets worth 2,779 trillion and Assets of Mutual Funds, 30/6/2000

Euro (Tables 19 and 20). Collective ~ gg0 - 7068 21000
investment schemes in USA

800
commanded the largest percentage 6000
of world assets, followed by CISin 600
the EU, Japan, Canada, Brazil and 400
the other countries. 2000 20
On September 30th, 2000,
in the EU countries there were 0 Lugbourg France Ity UK. Germany 0

23,545 mutual funds worth 3.6
trillion Euro. Equity funds corre-
sponded to 46.9 percent of total assets, mixed funds to 16.2 percent, bond funds to
23.3 percent, money market to 11.8 percent and other types to 1.7 percent of total
mutual fund assets. Luxembourg ranks first among EU countries, managing 5.754
mutual funds worth 825 billion Euro, France ranks second with 7,065 mutual funds
worth 778 billion Euro, Italy ranks third with 952 mutual funds worth 475 billion
Euro, followed by Great Britain with 1799 funds worth 428 billion Euro and Germany
with 964 funds worth 273 billion Euro.

== Number of M/F Total Assets (bn euro) &
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Table 19

The 5 Top-ranked FEFSI Member-states
in Number and Assets of Mutual Funds, 30/9/2000

Total Money
FEFSI Number Equity Bonds Mixed Market
Members of M[F MJF M/F M/F M/F Other
Luxembourg 5,754 2,521 1,858 699 269 407
France 7,065 2,300 1,383 2,716 666 0
Italy 952 431 338 148 35 0
United Kingdom 1,888 1,209 223 261 48 147
Germany 1,037 454 305 117 41 120
Total 16,696 6,915 4,107 3,941 1,059 674
Source: FEFSI.

Table 20

The 5 Top-ranked both EU and FEFSI Member-states
in Number and Assets of Mutual Funds, 1998-2000

EU and Total Assets Total Assets % diff Total Assets % diff Percent
FEFSI (bn euro) (bn euro) 6/2000- (bn euro) 6/1999- of
Members 30/6/2000 30/6/1999 6/1999 30/6/1998 6/1998 total
Luxembourg 824,876 434,914 89.7 351,912 23.6 23.4
France 778,600 655,600 18.7 513,614 27.6 22.1
Italy 475,021 454,490 4.5 333,305 36.3 13.4
United Kingdom 428,210 306,445 39.7 213,333 43.6 12.1
Germany 273,095 196,398 39.1 149,113 31.7 7.7

Total / Average 2,779,802 2,047,847 38.3 1,561,277 32.6 15.7
Source: FEFSI.

Portfolio Investment Companies

The rapid development of the capital market had a negative impact on the growth of
the net asset value of portfolio investment companies (PIC) and the prices of stocks
comprising their portfolios. As a result, net profits are expected to decrease considerably
in the 2000 and therefore the amount of dividends distributed to their shareholders.

At the end of 2000, there were 48 PICs, of which 17 were listed in the ASE
and 31 companies were not listed, of which however 20 had already submitted their
application for enlistment. Total market capitalization of the listed PIC amounted
to 881.3 billion GRD in 2000 against 2.054 billion GRD in 1999, representing a 57
percent decrease. At the same time, total net asset value amounted to 965.2 billion
GRD in 2000 against 1.442 billion GRD in 1999, representing a 33 percent decrease.
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The total value of the increases in PICs’ share capital was 391.8 billion GRD,
corresponding to 14.2 percent of the total value of funds raised through share capital
increases by all listed companies in the ASE in 2000. This increase in share capital
contributed to a reduction in the discrepancy between total market capitalization
and net asset value of portfolio investment companies.

Figure 14

The Evolution of the ASE General Index and the PIC Index, 1998-2000
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The Portfolio Structure of Portfolio Investment Companies Listed in the ASE

The structure of portfolio of the PICs listed in the ASE consisted of shares of listed
companies in the ASE, shares of non-listed companies in the ASE, shares of mutual
funds, fixed-income securities and cash and foreign securities.

Table 21

The Portfolio Structure of the ASE listed
Portfolio Investment Companies, 2000

Shares of ASE listed Shares of non-listed Mutual Funds, Bonds Foreign
Companies Companies & Liquid Assets Equities
Value Percent Value Percent Value Percent ~ Value Percent
Quarter (milGRD)  ofTotal ~ (milGRD) ofTotal (milGRD) ofTotal (milGRD) of Total
3d /2000 894.181,3 8536 35.0834 3,35 60.331,0 576 46.462,5 4,44
20d 2000 853.466,9 8414 355194 3,50 69.550,2 6,86  45.628,1 450
1st /2000 922.139,0 80,06 352353 308 1145452 10,02 43.925.8 3,84
4th/1999  793.781,1 90,15 22.646,0 2,57 30.397,9 345 294971 3,35
3d /1998 248.550,9 84,99 5.199,7 1,78 19.472,0 6,00  13.9409 477

Source: Capital Market Commission.
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In 1999, the PICs’ portfolio consisted primarily of listed securities due to the
growth of the stock market and the high capital returns realized in this year. The
high proportion of listed securities was associated with a decrease in the proportion
of mutual fund shares, bonds and treasury bills, state/corporate bonds, cash and
foreign securities. In 2000, the large decrease in equity returns and/or the realization
of capital losses led PICs to a restructuring of their portfolios towards the acquisition
of mutual fund shares, fixed-income securities, cash investments and foreign securities.
However, in the third quarter of 2000 the above trend weakened as PICs moved to
acquire domestic equity shares in order to realize capital profits from the prospective
revaluation. At the same time, PICs placed considerable investment funds in non-
listed companies with the prospect of realizing future benefits.

Developments in the International Capital Markets

General Overview

The beginning of 2000 came with a moderation of enthusiasm prevailing until then
in world capital markets, especially with respect to the share prices of the “new
economy” companies. The overvaluation of these shares triggered substantial
fluctuations worldwide. The fluctuations were amplified by the changes in monetary
policy in the USA, whose repercussions were not smoothly absorbed by the price
stabilization mechanisms and market-makers actions.

The overvaluation of “new economy” stocks in world capital markets during
1999 contributed to the substantial enhancement, owing to successive share capital
increases through public offers, of the capital base of newly established high-tech
companies during the year 2000. At the same time, the realization of low returns and/or
capital losses in many “old-economy” stocks during 1999 as well as intensified competition
contributed to the appearance of a pronounced tendency for share buy-back during
the year 2000. However, international capital markets continued to promote free capital
flows, expected to lead to an expansion of cross-border merger and acquisition activity.

Share price fluctuations in world markets and contagion effects among
national capital markets and sectors became even more pronounced during the first
quarter of 2000. However, share price fluctuations of the “new economy” stocks
followed a different pattern than those of the “old economy” stocks. After an
international short decline of the share prices in the beginning of 2000, share prices
in Europe increased, whilst in the USA remained stable or continued falling. In Japan,
the public announcement in the middle of March of a likely economic recession,
based on the last 1999 quarter’s data, led to temporary but large fluctuations.
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However, during 2000, developments on the basic macroeconomic variables
were encouraging. The average rate of GDP growth in the EU member countries
was 3.4 percent in 2000 against 2.3 percent in 1999 (Table 22), whilst inflation showed
aslight increase to 1.9 percent in 2000 against 1.7 percent in 1999, due mainly to the
rise in the international oil price and the devaluation of the Euro against the US
dollar and the Japanese Yen. The rate of GDP growth in the USA decreased to 3.6
percent in 2000 from 4.1 percent in 1999, whilst in Japan it increased to 1.1 percent
in 2000 from 0.3 percent in 1999. Inflation in the USA increased to 2.3 percent in
2000 from 1.6 percent in 1999 due to the strong economic growth and the rise in oil
price, whilst in Japan inflation decreased to 0.2 percent in 2000 against 0.5 percent
in 1999, due to the recession.

The sustained increase in share prices internationally resulted in the
overvaluation of stocks. In most world markets, dividend yields were on average close
to their historically lowest levels, but corporate valuation levels, as measured by P/E
indices, remained high. Although the P/E indices started to fall, they nevertheless
continued to remain at levels higher than those prevailing before the 1987 crisis.

According to March 2000 data, the P/E index in world capital markets
exceeded its long-term average and was near the historically highest level in Japan,
the UK, Italy and the Netherlands (Table 23). On the contrary, dividend yields
in these countries fluctuated around levels lower than their long-term average
(Table 24). Dividend yields in the G10 group are also characterized by a downward
trend and, with the exception of Belgium and to some extent Switzerland, they
were close to their historically lowest levels. The large differences observed in
dividend yields are the result of the ongoing structural changes in these economies
and diversified investor behavior. The evidence shows that share prices increased
at a higher pace than dividend yields, thus leading to overvaluation of world
capital markets in 2000.

The different behavior of the “old” and the “new economy” stocks
internationally is due to the later sector’s special character. Even though the P/E
index in “old economy” stocks was fluctuating around levels lower than those of
other sectors and markets, investors refrained from investing in them. On the contrary,
even though the P/E index and dividend yields of the “new economy” stocks have
been fluctuating around very high levels, investors preference for them remained
undiminished. For example, in March 2000, the P/E index of the high-technology
sector in the USA and Japan has been 53 and 169, respectively. The difference
between the market two valuations indicates primarily divergence in investor
expectations regarding future corporate earnings in the sector, growth prospects
and the cost of capital as well as risk-averse behavior.
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Table 23

International Price to Earnings Ratios '

Sep Peak Dec Mar Mar Mar Mar
Countries 1987° Level Year Average 1996 1997 1998 1999 2000
USA 22 36 1999 16 (27 years) 21 21 27 34 28
Japan 70 85 2000 39 (27years) 57 51 43 60 81
Germany 15 27 2000 14 (27years) 7 20 21 19 23
France 13 30 1973 13 (27 years) 7 18 20 22 27
Italy 15 36 2000 18 (14 years) 17 19 26 26 36
UK. 16 29 2000 13 (20years) 6 16 22 24 28
Canada 20 43 1999 13 (23 years) 20 21 32 2 33
Netherlands 15 32 2000  12(27years) 8 20 24 27 27
Switzerland 14 30 1998 13 (27 years) 20 23 29 24 20
Belgium 14 29 1973 13 (27 years) 6 18 25 21 17

Sources: Datastream, OECD, BIS and national data.
Notes: ' Ratio of price to reported earnings per share.
? Month preceding the global stock market crash.

Table 24

International Dividend Yields (percentages)
Countries Minimum March March March

Level Year Average 1998 1999 2000
USA 1.1 1999 3.6 (27 years) 15 13 1.2
Japan 0.4 1990 1.3 (27 years) 1.1 0.8 0.6
Germany 1.1 2000 2.7 (27 years) 1.3 14 1.2
France 1.6 2000 4.0 (27 years) 1.7 22 1.6
Italy 1.0 1981 2.8 (14 years) 11 2.0 13
UK. 2.1 2000 4.7 (20 years) 2.8 26 2.1
Canada 1.1 2000 3.3 (23 years) 14 1.6 1.1
Netherlands 1.7 2000 4.6 (27 years) 1.8 22 1.8
Switzerland 0.9 1998 2.3 (27 years) 24 14 1.3
Belgium 13 1999 4.0 (27 years) 1.8 1.6 2.0

Sources: Datastream, OECD, BIS and national data.

In 2000, share price indices fell in most world stock exchanges mainly because
of the large fall in the share prices of the “new economy” stocks and especially the
subsequent large fall in NASDAQ composite index (Table 25). The fall of the latter
is regarded to have resulted from (a) the overturn of overtly optimistic expectations
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regarding the future growth of the index, (b) the indictment of MICROSOFT
corporation, the company with the highest capitalization share in the NASDAQ stock
exchange, for violating anti-trust and healthy-competition laws and (c) the increase
of interest rates by the US Federal Reserve Bank to restrain inflationary pressures.

The fluctuation of the USD/Euro exchange rate to levels unfavorable for
the Euro resulted in a decline of investor confidence in European stock prospects,
thus leading to considerable liquidations. In an effort to support the Euro against
the US dollar, the European Central Bank raised the minimum short-term Euro
lending interest rate, which, along with the fluctuations in international oil prices
further affected European stock markets.

Notifications of Investment Companies
Wishing to Provide Investment Services in Greece

The implementation of the European Directive 93/22/EEC (ISD) meant that a rising
number of notifications for the provision of investment services are being sent for
authorization to the Hellenic Capital Market Commission. Indeed, during the period
1995-2000, 772 European companies expresses interest in providing investment services
in Greece by means of the “European passport” (Table 26). For 608 of these investment
companies, the notification for the provision of investment services still remains active.

Table 26

Notifications for the Provision of Investment Services
according to the EU Directive 93/22

No. of Notifications No. of Withdrawals No. of Active Notifications
Countries 1998 1999 2000 1998 1999 2000 1998 1999 2000
Austria 3 3 7 0 0 0 3 3 7
Belgium 4 6 8 0 0 0 4 6 8
Denmark 4 5 5 0 0 0 4 5 5
France 4 4 8 0 0 0 4 4 8
Germany 0 0 1 0 0 0 0 0 1
Ireland 28 29 31 0 2 2 28 27 29
Italy 0 1 3 0 0 0 0 1 3
Luxembourg 1 1 1 0 0 0 1 1
Netherlands 10 18 21 2 2 3 8 16 18
Norway 3 3 4 0 0 0 3 3 4
Sweden 1 1 2 0 0 1 1 1 2
UK 563 612 681 108 138 162 455 474 522
Total 621 683 772 110 142 168 S11 541 608

Source: Capital Market Commission.
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The distribution of notifications by country is the following: 522
notifications came from the UK, 29 from Ireland and 18 from the Netherlands.
In addition, 8 notifications came from each of Belgium and France, 7 notifications
came from Austria, 5 from Denmark, 4 from Norway, 3 from Italy, 2 from Sweden
and 1 notification came from each of Germany and Luxembourg. In 2000,
notifications regarding the provision of investment services in the Greek capital
market were submitted by 69 companies from the UK, 4 companies coming form
each of France and Austria, 3 companies from the Netherlands, 2 companies
from each of Belgium, Italy and Ireland and 1 company from each of Germany,
Norway and Sweden.

Mergers and Acquisitions between Stock Exchanges

During 2000, an important development has been merger and acquisition activity
among European stock exchanges. The first case concerns the establishment of the
“Euronext” exchange and the second case concerns the establishment of the “iX”
exchange. The second attempt did not finally succeed, due to both a lack of sufficient
consensus among shareholders and a take-over bid concerning the London Stock
Exchange submitted by Swedish OM exchange. The basic characteristics of these
attempts are outlined described below:

The Establishment of Euronext

The chairmen of the stock exchanges of Paris (Paris BourseSBF SA), Amsterdam
(AEX) and Brussels (BXS) announced the merger of their stock exchanges on
the 20th of March 2000. Having the unanimous approval of the boards of directors
of the above stock exchanges and having signed the relevant contract on the 18th
of March, Euronext was established with the purpose of providing the basis for
the merging of transactions on securities, derivative products and settlement
services in Europe.

Euronext is established as a new company located in the Netherlands and
is characterized by a double governance structure: on one hand, it is managed by a
12-member surveillance council that represents the interests of all participants
including investors and, on the other hand, it is managed by a 3-member executive
board of directors. The later is composed of the chairmen of the three previous stock
exchanges - Mr. Jean Francois Theodore as chairman and chief executive officer of
Euronext in a 4-year office term, Mr. George Moller as vice-chairman and Mr.
Olivier Lefebvre as general secretary. Having acquired the necessary information,
the regulation authorities of the three stock exchanges approved of the merger.
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Shareholders of the Amsterdam, Belgian and French stock exchanges will have to
exchange their shares with shares of Euronext through a public offering.

The merger resulted in the establishment of the largest stock exchange
in continental Europe with more than 1,300 listed companies and a total
capitalization of about 2,380 billion Euros. The trading volume of the three stock
exchanges during 1999 was 1,453 billion Euros. Euronext is expected to become
the largest stock exchange in Europe, in which securities and derivative products
(index options) will be traded. In response to the growing investor demands for
the establishment of a unified European capital market, Euronext aspires to provide
to investors, issuers and financial intermediaries services related to public offers,
transactions on securities, bonds and derivatives trading, as well as transactions
settlement services and underwriting.

Euronext is characterized by an equitable and unified participation.
Members of the three stock exchanges will become members of the new stock
exchange. As far as issuers and listed companies are concerned, the size, maturity
and liquidity of the market make the new stock exchange very appealing not
just to European companies but also to multinational companies that wish a
European listing.

Euronext will carry out all the basic functions of the three previous stock
exchanges and will be organized on a sectoral influence basis. The heads of the
activity sectors will be located on the three economic centers, thus ensuring a balanced
responsibility and cooperation regarding the functioning of the new stock exchange.

Transactions will be carried out based on the French transactions system
NSC that is already in use in Paris and Brussels stock exchanges. Settlement for all
products will be based on the system Clearing 21, which constitutes one of the most
advanced software systems. Through the expansion of CLEARNET, a common
solution concerning settlement services is expected to emerge. There will exist only
one settlement company: Euroclear is a first likely choice.

Through the three stock exchanges, Euronext will provide a full set of services,
especially for public offers of securities. Euronext will preserve an intense presence
into the three domestic capital markets. Through the use of already given licenses,
the subsidiaries of the new stock exchange will be able to provide services to listed
and for listing companies in the Dutch, Belgian and French capital markets thus
providing considerable to institutional and private investors.

In the context of the Alliance of eight European stock exchanges, Euronext
aims at establishing a pan-European transactions structure within a framework that
preserves existent alliances. The new stock exchange is open to new partners and
aims at its expansion, either through merging with other stock exchanges and/or
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through appealing to financial sector companies. Luxembourg stock exchange has
expressed its wish to become a member at a subsequent stage. ABN AMRO will be
the consultant for the three stock exchanges.

The Establishment of iX

The London and Frankfurt stock exchanges announced on May 3rd 2000 their plans
for merging in a new company named “iX”. In addition, the iX and the NASDAQ
stock exchange signed a cooperation agreement regarding the establishment of a
pan-European market consisting of companies with high rates of growth.

The aim of iX was to become a leading consolidated stock exchange that
would provide the foundation for trading and the provision of information on
securities, commodities and derivative products on the basis of a unified technological
system, which would give substantial emphasis on activities of electronic commerce.
The iX would become the largest European stock exchange, commanding 53 percent
of the total trading volume in Europe and through Eurex, the largest market in
derivative products internationally.

The iX would comprise all member-companies of the London and
Frankfurt stock exchanges, with the exception of the 50 percent share of the Frankfurt
exchange in Clearstream Company that will be kept unchanged. Shareholders of
the London and Frankfurt stock exchanges would receive 50 percent each of the
share capital of the iX. Mr Don Gruickshank would be the chairman of the board
of the iX and Mr. Werner Seifert would be the chief executive officer.

The electronic trading platform of then iX would be the German system
Xetra. This was expected to lead to a reduction in cost and a simplification of
procedures of the informational systems of the iX and its customers. The iX would
be located in London but many important functions would be executed in Frankfurt.
Almost 45 percent of the 300 largest European companies are already listed in the
London and Frankfurt stock exchanges. The annual rate of growth of the volume
of securities traded in the London and Frankfurt stock exchanges exceeds 35 percent
during the last 4 years. In addition, the two stock exchanges will encourage initiatives
for the establishment of a central low-cost settlement system for all market
participants. Meanwhile, the companies Clearstream and CrestCo Limited will
provide settlements services.

The new common project with the NASDAQ stock exchange would lead
to a merger between the markets Techmark of London and Neuer Market of
Germany, forming the basis for a new pan-European market for dynamic high-tech
companies. This new market would be the most vigorous European market, with a
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market share of about 80 percent of the total. The iX and NASDAQ stock exchanges
would be equal partners in the new company that would be headed by London and
function in Frankfurt.

The London and Frankfurt stock exchanges hoped that other European
stock exchanges would eventually join the iX stock exchange. In this context, talks
with the Milan and Madrid stock exchanges were held. Although great aspirations
were invested in this plan, the iX merger was not finally concluded due to the lack
of sufficient consensus among shareholders and a take-over bid for the London
Stock Exchange by the Swedish OM exchange.
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Part Three

Activities of the Capital Market Commission

Rules and Regulations

D uring 2000 the Commission’s board of directors issued several rules and
regulations and contributed significantly to the Ministry of National Economy’s
legislative work on the capital market. During 2000 the Commission’s regulatory
activity was mainly directed at the enhancement of investor information and
protection procedures, market transparency, the protection of the systems of trading
and clearing, the enactment and enforcement of codes of conduct for supervised
firms and the assurance of the smooth function of the market. The following rules
and regulations were issued during 2000:

Investor Protection

1.1 Ministerial Decision 4082/b.809/4-4-2000: “Increase of investor reimbursement
by the Common Guarantee Fund.” The decision increases the maximum
amount of individual investor reimbursement against brokerage default from
20,000 to 30,000 Euros.

1.2 CMC Rule 8/185/25-2-2000: “Size of the Common Guarantee Fund of Investment
Services in 2000”. According to the rule, members of the Athens Stock Exchange
must contribute to the fund, raising the total amount to GRD 100 billion.

1.3 CMC Rule 8/194/4-7-2000, Par. 8: “Use of derivative products by mutual funds
and portfolio investment companies (closed-end funds)”. The rule sets
conditions for the use of financial derivatives by mutual funds and portfolio
investment companies (closed-end funds). The objective is to expand investment
possibilities and ensure investor protection through hedging of portfolios.

1.4 CMC Rule 8/195/19-7-2000: “Takeover bid for the acquisitions of securities
in the capital market”. This is an important regulation, consisting of 23 articles,
which describes the procedures for proceeding with a takeover bid in the capital
market (see the analysis later in the text).

1.5 CMC Rule 7/207/19-12-2000: “Additional contributions to the Supplementary
Fund of the Athens Stock Exchange.” The rule states that the deadline for the
additional contributions to the transaction-clearing fund of the Athens Stock
Exchange is extended to 31.12.2002. The contribution amounts to 0.01 percent
of the daily transactions value of each brokerage firm.
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2.6

2.7

2.8

Safeguarding the Normal Operation of the Capital Market

CMC Rule 182/25-1-2000, Par. 8c: “Readjustment of the daily fluctuation limits
of share prices in the ASE”. According to this rule the daily fluctuation limits
of the stock prices in the Athens Stock Exchange are increased from +8 percent
to =10 percent.”

Ministerial Decision 3444/b.253/31-1-2000: “Minimum company own funds
for listing in the Main Market of the Athens Stock Exchange”. According to
this decision the minimum required share capital for listing in the Main Market
of the Athens Stock Exchange is raised from 2 billion to 4 billion GRD (11.8
million Euro).

Ministerial Decision 3445/b.254/31-1-2000: “Amendment of Ministerial Decision
2063/b69/19-1-1999 concerning the operation of the Parallel Market”. According
to this decision the minimum required share capital for listing in the Parallel
Market of the Athens Stock Exchange is raised from 0.5 billion to 1 billion
GRD (2.94 million Euro).

CMC Rule 194/4-7-2000, Par. 6: “Stock purchase contracts with resale
agreements & stock sale contracts with repurchase agreements”. The rule
defines the terms and conditions for stock purchase with resale agreement in
the derivatives market.

CMC Rule 194/4-7-2000, Par. 7: “Short selling”. This rule refers to the role of
market makers in the Athens Derivatives Exchange and defines the terms and
conditions for short-selling.

Ministerial Decision 18283/b.979/11-5-2000: “Calculation of the daily closing
price of the shares traded in the Athens Stock Exchange”. The decision
defines the method for calculating daily closing prices of the shares traded
in the Athens Stock Exchange as a weighted average of the prices of the last
ten minutes of trading.

CMC Rule 195/19-7-2000, Par. 2: “Readjustment of the daily fluctuation limits
of share prices in the Athens Stock Exchange”. According to this rule the daily
fluctuation limits of the share prices in the Athens Stock Exchange are increased
from *+10 percent to =12 percent.”

CMC Rule 196/28-7-2000, Par. 4: “Provisions for the safeguarding of the smooth
operation of the Athens Derivatives Exchange & the Derivatives Transactions
Clearing House”. The rule sets the terms and conditions for the temporary
interruption of the trading process in the Athens Derivatives Exchange, when
deemed necessary to protect investors and the market.
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2.9 CMC Rule 196/28-7-2000, Par. 5: “Account books and other information that
must be kept by the members of the Athens Derivatives Exchange and the
Derivatives Transactions Clearing House”. This rule defines the required
documentation and bookkeeping for engaging in regular transactions in
derivatives.

2.10 CMC Rule 202/24-10-2000, Par. 6: “Currency in which account books and other
information must be denominated, submitted and issued from the supervised
entities for transactions realized after 1/1/2000”. The rule defines all accounting
and other information that must be kept and disclosed by supervised entities
for auditing purposes by the authorities.

2.11 CMC Rule 207/19-12-2000, Par. 9: “Supplementary information for the content
of the documentation published by the members of the Athens Stock Exchange
for transactions after 1-1-2001”. The rule defines all accounting and other
information that must be kept and disclosed by supervised entities to investors,
such as denominations in both GRD and Euro currency.

2.12 CMC Rule 207/19-12-2000, Par. 5: “Amendment of CMC Rule 5/196/28-7-
2000 on “Account books and information that must be kept by the members
of the Athens derivatives Exchange and the Derivatives Transactions Clearing

House™”. According to this rule transactions and amounts must be recorded

and published in both GRD and EURO currencies.

Enhancement of the Efficiency of the Trading, Clearing and Settlement Systems

3.1 CMCRule 181/18-1-2000, Par. 9: “Amendment of the regulation for the clearing
and settlement process and the operation of the Dematerialized Securities
System”. The rule defines in detail the terms and conditions for the operation
of the Dematerialized Securities System.

3.2 CMC Rule 181/18-1-2000, Par. 11: “Valuation of the Athens Stock Exchange
and the Central Securities Depository shares”. This rule defines the
denomination value of the shares of the Athens Stock Exchange SA and the
Central Securities Depository SA.

3.3 CMC Rule 182/25-1-200: “Extension of the deadlines set in par. 2 of article
42 and in par. 1 of the article 44 of law 2396/96”. The deadline only for the
requirements of the dematerialization of securities in the possession of the
brokerage firms that have gone into liquidation according to the article 4
of law 1806/88, as amended by the article 12 of law 2651/1998, is extended
to 10-2-2000.
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CMC Rule 182/25-1-2000, Par. 10: “Amendment of rule 11/176/23-11-1999
“Determination of the auction procedure of shares that were not deposited by
the issuer in order to be dematerialized and extension of the specified in par.
2 of article 42 and par. 1 of article 44 of law 2396/96 deadline””. The rule defines
terms and conditions for the liquidation of shares in physical form that were
not dematerialized.

CMC Rule 194/4-7-2000, Par. 5: “Amendment of the regulation for the Clearing
System of Dematerialized Securities”. The rule amends certain provisions of
the regulation for the Clearing System of Dematerialized Securities

CMC Rule 201/10-10-2000, Par. 11: “Amendment of the regulation for the
Clearing System of Dematerialized Securities”. This rule provides operational
guidelines for the function of the New Market (NEXA).

Improvement of Capital Market Transparancy

CMC Rule 182/25-1-2000, Par. 7A: “Terms and conditions concerning the
allocation of IPO shares in the New Market”. The rule defines share allocation
procedures and obligations of underwriters. Offered shares will be allocated
by 70 percent to institutional investors and by 30 percent to individual investors.
CMC Rule 182/25-1-2000, Par. 7B: “Obligations of companies listed in the
New Market”. The rule defines the obligations of the companies listed in the
New Market, including those related to disclosure of information on important
corporate facts and internal control.

CMC Rule 182/25-1-2000, Par. 7C: “Underwriters and advisors in the New
Market”. The rule defines the obligations of those wishing to offer underwriting
and advisor services to issuers in the New Market.

CMC Rule 182/25-1-2000, Par. 7D: “The market maker in the New Market”
The rule defines the minimum requirements and procedures in order to obtain
the qualification of the market maker in the New Market.

Ministerial Decision 10653/b.681/16-3-2000: “Amendment of Ministerial
Decision 41517/b.1972/4-12-98 on underwriters regulation.” The decision forces
underwriters to accept applications for [POs only when the respective amount
is deposited.

CMC Rule 188/4-4-2000, Par. 9: “Amendment of article 9 of rule 7D/182/25-
1-2000 “Market Maker in the New Market””. The rule amends the obligations
of market makers in order to ensure transaction transparency and proper
market operation.
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4.7 CMC Rule 191/30-5-2000, Par. 12: “Adjustment of the daily fluctuation price
limits of shares that are traded for the first time following the end of their
suspension period.” In the case of shares, which are traded for the first time
after their trading was suspended for a period grater than three months, the
daily fluctuation price limits (upper and lower) shall not be in effect for the
first three days of trading. These shares after the withdrawal of their trading
suspension will be placed for a period of one month among the ASE special
category “Under Surveillance’ and they will be traded according to the call
auction procedures.

4.8 Circular encyclical of CMC: “Presentation of the prospectus and the issuing
company to the public”. The encyclical provides information on the required
content of the prospectus.

4.9 CMC Rule 197/4-8-2000, Par. 3: “Amendment of the Ministerial Decision
4151/B.1972/4-12-1998 on ‘Underwriters regulation’”. The amendment
regulates the transfer of shares to the market maker in the case where the
underwriters and advisors are permitted to trade during the sensitive period.

410 CMC Rule 197/4-8-2000, Par. 4: “Amendment of article 5 of rule 7D/182/25-
1-2000 ‘Market Maker in the New Market™. The rule defines in a more detailed
form the obligations of the Market Maker in the New Market.

4.11 CMC Rule 199/12-9-2000, Par. 7: “Amendment of rule 13/174/26-10-1999
‘Terms and conditions for book building and the allocation of shares in a
public offering’”. In cases of share offering by privatizing state companies,
by companies with total asset value exceeding 200 billion GRD, or by
simultaneously combined offers in Greece and abroad, it is at the regulation
authorities’ discretion to approve a deviation from the provisions of the
articles 2, 3 and 5 of the existing rule.

4.12 CMC Rule 201/10-10-2000, Par. 9: “Terms and conditions for proceeding with
abook building and the allocation of IPO shares”. The rule amends articles 5
and 6 concerning the book building procedure.

4.13 CMC Rule 204/14-11-2000, Par. 5: “A code of conduct of listed companies.”
The regulation is a very important one and defines, among many things, the
financial and disclosure obligations of all listed companies, their major
shareholders, the members of the board of directors and the management team
(see the analysis later in the text).

4.14 CMC Rule 207/19-12-2000, Par. 14: “Replacement of the rule 7B/182/25-1-
2000 ‘Obligations of companies listed in the New Market’”. This rule specifies
additional obligations concerning companies listed in the New Market.
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Improvement and Coordination of Market Agencies and Institutions

5.1 CMC Rule 186/7-3-2000, Par. 8: “Registration and annual fees paid to the
Athens Derivatives Exchange and the Derivatives Transactions Clearing House
by their members”. The rule defines the payment process for each member of
the Athens Derivatives Exchange and the Derivatives Transactions Clearing
House.

5.2 CMC Rule 188/4-4-2000, Par. 7: “Rights definition of the Central Securities
Depository on the transaction clearing procedures of bond derivatives”. The
rule defines the rights accruing to the CSD for the clearing of transaction on
bond derivatives.

5.3 CMC Rule 15/191/30-5-2000. “Hiring of permanent staff”. Permission was
given to proceed with the hiring of a total number of 20 qualified persons. The
hiring was concluded.

5.4 CMC Rule 193/23-6-2000, Par. 10: “Readjustment of the minimum capital
required for granting operating license to a mutual fund management firm”.
The minimum capital required for setting-up a mutual fund management
firms is raised to 400 million GRD (1.17 million Euro). The already
operating mutual fund management firms, whose own capital base is less
than the new minimum level, are obliged to meet the new minimum
requirements by Dec. 31, 2000.

5.5 CMC Rule 207/19-12-2000, Par. 6: “Registration and annual fees paid to the
Athens Derivatives Exchange and the Derivatives Transactions Clearing House
by their members”. The rule defines the payments by each member to the
Athens Derivatives Exchange and the Derivatives Transactions Clearing House.

The Code of Conduct for Listed Companies

A major contribution during 2000 to the enhancement of transparency and disclosure
regarding the behavior of listed companies in the capital market has been the
enactment of CMC rule 5/204/14.11.2000 (Government Gazette 1487B/6.12.2000):
“A code of conduct for companies listed in the Athens Stock Exchange and their
affiliated persons”. The code sets behavior standards for ASE listed companies,
their major shareholders, members of the board of directors, executive managers
with specific responsibilities and other persons or companies which are directly or
indirectly related to those listed companies. The dissemination of reliable and timely
information for important corporate events is taken to be the most efficient way for
the elimination of exploitation of inside information and the distortion of share
prices as a result of misleading information and unsubstantiated rumors.
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The code specifies all corporate actions that must be timely announced and
explicitly verified and places emphasis on the prevention of information leaks during
corporate planning, so that company announcements refer to specific board decisions
made and not to ambiguous corporate plans. The aim is to eliminate uncertainty in
the market on corporate affairs and avoid speculation by company insiders or other
persons that may have inside information.

Listed companies are required to form a corporate announcements
department, with the responsibility of making public all financially important
corporate information and providing confirmation of rumors in the market
regarding changes in corporate activity, mergers and acquisitions, changes in the
board of directors and the capital structure. The outdated or misleading
acknowledgement of this information as well as the exploitation of inside
information by managers causes the imposition of administrative sanctions and
fines ranging from 1 to 200 million GRD.

Listed companies are also obliged to form an investor services department,
with the responsibility of providing information regarding corporate issues, the
exercise of investor rights, the course of their business and the progress of their
financial situation.

Listed companies are obliged to form an internal audit department, with the
responsibility of monitoring internal corporate operations and auditing compliance
with rules and regulations. The code specifies terms and conditions for the
department’s independence and efficient operation. The code also requires
independent external auditors to provide the regulation authorities their view
regarding the effectiveness and efficiency of the internal auditing department.

On disclosure matters, shareholders that already own more than 10 percent
of the listed company’s stock and intend to buy or sell additional shares that
correspond to at least 5 percent of the company’s stock are obliged to announce
their intention before the transaction. This is an important advance over previous
regulations (Presidential Decree 51/92), which provided that such transactions
should be announced one day after the transaction.

During certain “sensitive” periods (such as those preceding the publication
of financial statements), persons or companies that may have inside information
must announce their intentions regarding transactions on securities of affiliated
companies by making these intensions public in the ASE Daily News at least one
day before the transaction. Persons or companies that should comply are board
members, managers, certified accountants, solicitors, major shareholders, and
affiliated companies.
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Listed companies are also obliged to publish an Annual Report, the content
of which will bear close resemblance to the content of company Prospectus, as
provided by Presidential Decree 348/1985. The publication of the Annual Report
conforms to the requirements set by the forthcoming European Directive on the
separation of the Prospectus in two parts: the first part will be formed on an annual
basis as a formal report and the second part will be formed only in cases of share
capital increases. The separation contributes to a reduction in the cost of raising
funds from the primary market and a simplification of the procedures for
international offers.

An important contribution to financial disclosure practices is the requirement
to publish in the Annual Report a cash flow statement, which will allow the efficient
monitoring of both company cash flows (and consequently their level of liquidity)
and the uses of funds raised through share capital increases.

The cash flow statement is structured along international accounting standards
and constitutes the first step of implementing IAS in Greece. The adoption of these
standards will enhance the reliability and consistency of financial information, allowing
domestic and foreign investors to compare domestic with international corporate
performance. It must be noted that Greece will abide with the EU Directive that all
listed companies in EU exchanges will implement the IAS by the end of 2005.

The New Framework for Takeover Bids in the Capital Market

The framework for takeover bids in the capital market is further modernized by the
implementation of a takeover code regulating tender offers in the market (CMC
Rule 1/195/19.07.2000, Gov. Gazette 1030B/22.08.2000). The rule was modeled
along the recommendations made by the forthcoming European Directive and made
account of relevant legislation in other EU member-states. The rule sets terms and
conditions of a public take-over bid towards the shareholders of the target listed
company, for the acquisition of the total or part of the company’s shares against
cash payment or by an exchange of other financial instruments or a combination of
both. In addition the rule defines the procedures for the public call by a person or
a company for bidding for the target company’s stock.

The rule defines two kinds of takeover bids. According to the first kind
(voluntary bid), the bidder has to make an offer to the shareholders of the target
company for acquiring at least 50 percent of total capital, including the shares that
the bidder already owns. In addition the bidder has to set minimum number of shares
required for the take over bid to be valid, with an absolute minimum no less than
40 percent (including the shares under ownership).
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According to the second kind (compulsory bid) kind of bid, in the case that
a person or a company acquires shares of a target company that represent more
than 50 percent of its total voting rights, the person or the company is obliged within
30 days from the acquisition date to make a bid for the total number of shares of
the target company. In that way the rule provides the opportunity for reaction to
minority shareholders.

The code states that the bidder has to provide information to the Capital
Market Commission and the board of directors of the target company by submitting
a prospectus and timely informing market participants. The Capital Market
Commission approves the prospectus within 10 working days.

The board of directors of the target company must submit an evaluation
report on the proposed bid to shareholders, seeking their approval.

The code also defines price-setting procedures and response intervals for
compulsory takeover bids, allowing also for a bid’s withdrawal under certain
conditions. Moreover, the code regulates issues, such as publicity, restrictions of
advertisement, competitive proposals and fines.

It is noted that since the date of the code’s implementation (August-
September 2000) no (voluntary) take over bid has taken place, while in 5 cases of
(involuntary) bids there was a violation of article 5 of the code. These cases were
investigated and sanctioned by the Capital Market Commission.

Licensing of Supervised Entities

The expansion of the capital market in Greece and the growth of financial
intermediation needs brought an expansion in license granting activity too. Thus,
during 2000 the board of directors of the CMC proceeded with the following:

Brokerage Firms - Members of the ASE

¢ Granted operating license to nine new firms.

® Granted modification of license to seven firms in order to expand their activities
as investment firms

e Granted license for the operation of twenty one subsidiaries and local

representative offices.

Approved of the modification of the charter of seventeen firms.

Approved of share capital increase in forty-nine firms.

Approved of the transfer of shares in twenty five firms.

Approved of a change in board composition in fifty nine firms.
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Investment Firms

Granted operating license to ten news firms.

Approved of share capital increase in twenty one firms.

Approved of the proper status of new share issues in seven firms.
Granted license for the operation of subsidiaries to nine firms.
Approved of the appointment of new board members in nineteen firms.

Mutual Funds Management Firms

Approved of thirty six new mutual funds.

Granted operating license to one new firm.

Approved of the modification of internal regulations of seventy four firms.
Approved of the modification of the charter of twelve firms.

Approved of fitness and propriety of owners in many firms.

Portfolio Investment Companies

Granted operating license to thirty one new firms.

Approved of the modification of the charter of eight firms.

Approved of the appointment of new board members in seventeen firms.
Approved of share capital increase in nine firms.

Initial Public Offerings

Approved of the public offering of shares of nineteen new firms in the ASE’s

Main Market.

Approved of the public offering of shares of thirty six new firms in the ASE’s

Parallel Market.

Approved of the public offering of shares of one listed firm in the ASE’s Main

Market.

Enforcement and Compliance

For the purpose of supervision of market entities, the Capital Market Commission
monitors and analyzes the developments in the capital market and intervenes
prudentially as well as punitively when it is considered necessary. The responsibility
for the first task rests with the Department of Research, Monitoring of the Capital
Market and International Relations, whilst the responsibility for the second task

The Supervisory Framework

rests with the Department of Supervision and Audit of the Capital Market.
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The Department of Supervision and Audit acts on the basis of regular and
special audits concerning the functioning procedures of all supervised entities, with
the purpose of ascertaining the degree of compliance to rules and regulations issued
by the Commission, including the Codes of Conduct.

During 2000 the auditing activity of the Capital Market Commission was
substantially increased in relation to 1999 and expanded in many new areas. The
prudential and punitive supervision contributed significantly to the rise in the market’s
efficiency through the establishment of the environment required for the smooth
functioning of the capital market in conditions of rapid and large growth in both the
supply and retail demand of securities.

The audits that took place during the 2000 concerned brokerage firms,
investment firms and the ASE listed companies. In 2000 the special program for the
auditing of the firms for the reception and transmission of orders included more
than 135 firms. The trading behavior of shares of 35 listed companies for which there
was evidence of illegal trading was monitored and analyzed. Finally, the monitoring
of the use of funds raised through public offers of shares in the market was continued
in a persistent and steady manner.

Administrative Sanctions

The audits detected considerable violations of capital market regulations, which led
the Capital Market Commission to impose the following administrative sanctions:

Revocation of License

® The license of one brokerage firm, under the power of the article 4 of law 1806/88.

® The license of two investment firms, non-ASE members, under the power of the
article 4 of law 1806/88.

® The license of seven firms that receive and transmit stock exchange orders, under
the power of the article 4 of law 1806/88.

® The license of eight firms that receive and transmit orders was temporarily
suspended for failing to comply with their obligations toward the investors and
the competent authorities as well as for failing to comply with the code of conduct.

Imposition of Fines

Brokerage Firms and Investment Firms

® Fines were imposed on thirty five brokerage firms for failing to comply with the
code of conduct for investment services and for illegal trading practices, such as
the creation of artificial transactions and price manipulation.
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¢ Fines were imposed on six brokerage firms, under the power of the law 3632/28,
for unlawfully engaging in short selling activity.

¢ Fines were imposed on eight brokerage firms, for illegal trading practices and
for insufficient protection of investors.

¢ A fine was imposed on one investment firm for failing to comply with the code
of conduct for investment services.

Firms for the Reception and Transmission of Stock Exchange Orders

¢ Fineswere imposed on fifteen firms for the reception and transmission of orders
for unlawfully providing investment services, for participation in artificial
transactions and price manipulation and for failing to comply with the code of
conduct.

Mutual Funds Management Firms and Portfolio Investment Companies

® Fines were imposed on twelve mutual fund management companies for violating
rules of market transparency.

¢ Fines were imposed on seven mutual funds management companies for failing
to comply with the code of conduct for institutional investors as well as for
insufficient protection of clients.

¢ Fines were imposed on five mutual funds management companies for delays in
the disclosure of due information to the competent authorities.

® Fines were imposed on two portfolio investment companies for delays in the
disclosure of due information to the competent authorities.

Listed Companies

e A fine was imposed on one listed company for price manipulation, thus
undermining the smooth function of the capital market.

¢ Fines were imposed on two listed companies for failing to comply with their
obligation for adequate information disclosure to investors and the competent
authorities regarding public announcements on the company’s prospects as well
as for delays in the publication of financial statements, as provided by the
Presidential Decree 360/1985.

¢ Fines were imposed on three listed companies for failing to disclose information
regarding changes in ownership exceeding 3 percent and volumes of transactions
exceeding 100 million GRD to the competent authorities, as required by the
Presidential Decree 51/1992.

o A fine was imposed on two listed company for failing to update the information
provided in the prospectus before the date of listing, as required by the Presidential
Decree 348/1985.
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Companies Offering Underwriting Services and Other Legal Entities.

Fines were imposed on two underwriting firms for failing to comply with the code
of conduct.

Fines were imposed on four companies for engaging in share price manipulation,
thus undermining the smooth function of the capital market.

Fines were imposed on five companies for failing to timely disclose changes in
ownership exceeding 3 percent as required by the Presidential Degree 51/92

Individuals

Fines were imposed on seven individuals for engaging in insider trading, artificial
transactions and price manipulation.

Fines were imposed on thirteen individuals for failing to timely disclose changes
in share capital ownership, as required by the Presidential Degree 51/92

Fines were imposed on seven individuals for providing false and misleading
information to the competent authorities.

Banks and Financial Institutions

Fines were imposed on two bank subsidiaries for failing to timely disclose changes
in share capital ownership exceeding 3 percent, as required by the Presidential
Degree 51/92.

A fine was imposed on one bank subsidiary for failing to comply with the code
of conduct for institutional investors.

A request was submitted to the central bank for the imposition of fines on three
commercial banks for failing to comply with the code of conduct of underwriters.

Indictments to Courts

Indictments were submitted against four companies for proceeding with initial
public offers of securities without proper authorization.

Indictments were submitted against a number of individuals and company
executives for engaging in insider trading, price manipulation and the provision
of misleading information.

Indictments were submitted against five firms under the power of the law
3632/28.

The Capital Market Commission during 2000 imposed fines totally worth

of 3.4 billion GRD against 1.7 billion GRD in the 1999, representing a yearly increase
of 217.6 percent. The distribution of fines among market entities is presented below:
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Table 27
Fines per Supervised Entity, 2000

Fines Institution Amount (mil GRD) ~ Amount (000’ euro)
49 Brokerage Firms - ASE members 913.8 2,681.7
3 Investment Firms - not ASE members 20.0 58.7
15 Firms for the reception & transmission of orders ~ 257.0 754.2
24 Mutual Fund Management Firms 238.0 698.5
Portfolio Investment Companies 7.0 20.5
8 Listed Companies 648.7 1,903.7
3 Banking Institutions 64.7 189.9
11 Underwriters & other legal entities 573.2 1,682.2
21 Individuals 689.1 2,022.3
Total: 137 34115 10,011.7

Source: Capital Market Commission.

Reception and Investigation of Investors Complaints

During the year 2000 the Investor Complaints Committee (ICC) of the CMC
received numerous complaints and questions from investors regarding violations
of capital market law.

The total number of telephone contacts and personal visits paid by investors
to the ICC in order to submit complaints and request the imposition of sanctions
exceeded 2,500. Responding to those requests, the ICC analyzed all information
available and provided investors with the necessary clarifications and
recommendations for problem resolution.

The majority of the cases were about misunderstandings between investors
and companies concerned that were promptly resolved through a direct contact,
interpretation differences of significant financial actions beyond the competence
of the Capital Market Commission, or general grievances regarding capital market
performance. Excluding oral communications, the ICC dealt with 235 written
complaints addressed to the Capital Market Commission.

It should be noted that, in accordance with CMC policy, investors are requested
to provide all required evidence and comments by companies concerned when filling
their complaints. The policy ensures that investors should first collect and assess all
information available for their case so as to decide if they will go forward with the
complaint’s submission. Moreover, in all cases that a complaint raised questions of
criminal nature, the file was also sent to public prosecution authorities.
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The examination of complaints received by the ICC shows the following: In
35 percent of the cases, the ICC provided clarifications on legal or capital market
issues or on other aspects of the complaint, which were ignored by the investors that
filled the complaint. In 12 percent of the cases, the ICC investigation ended with
the imposition of administrative and financial sanctions. In 11 percent of the cases,
the ICCfinally closed the file issuing recommendations to the companies concerned.
In 19 percent of the cases, the companies concerned settled their differences with
the complainants before the end of the complaint’s resolution procedure. In 13
percent of the total, complaints were filed without substantive supporting information.
In 10 percent of the cases, the file was submitted to other competent authorities,
such as the public prosecution authorities.

Five Serious Cases of Market Abuse Practices
Detected and Sanctioned during 2000

1. An outrageous Opening Price: the Case of “Korasidis Telecom S.A.” share’s Initial
Trading Day

In order to proceed with the initial public offers, “Korasidis Telecom SA” distributed
the offered shares to the public on Dec. 6-9, 1999 at the price of 6,500 GRD per
share. During the first day of trading in the ASE (12.01.2000), the share’s opening
price reached the very high value of 129,000 GRD. More specifically, during the
first minute of trading, transactions were carried out at prices as high as 100,000
GRD. Share price equilibrium was eventually reached at a reasonable level, having
however caused huge public upheaval and provoked questions regarding the
likelihood of such an event. The CMC immediately responded to market reactions
by launching an investigation on the possibility of share price manipulation.

A great divergence between the offering and the opening price is possible
since there are no limits to share price fluctuation during the first three days of
trading of an IPO in the ASE. During the half-hour pre-opening auction, a share’s
opening price is formulated through automatic algorithm. The call auction defines
the opening price as the price that maximizes the matching of orders and the
realized trading volume. During the pre-opening auction two types of orders are
taken: orders without price limit as well as limit orders. In order for a high opening
price to obtain, therefore, it is insufficient to have a sell-order at a high price, as
that is rational for the sellers. The crucial role is that of the existence of buy-orders
at a high price that may coincide either with the no limit sell-orders, or with sell-
orders at a high price limit.
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The CMC’s investigation concluded that there was neither a concentration
of sell-orders nor a pre-agreement between buyers and sellers for raising the price,
as the various buy- and sell-orders were put through many different brokerage
firms and there was no coordination between buyers and sellers. On the other
hand, the sellers who received price as high as 100,000 GRD were a few tens of
small private investors who had put through open sell-orders, which were matched
with high price buy-orders. The investigation also showed that only few brokerage
firms had put through limit buy-orders at a high price and volume, whilst many
brokerage firms put through no limit buy-orders that were matched at the high
opening price that was formed.

The analysis of the pre-opening auction session showed that the main
responsibility for the very high price should be attributed to the brokerage firms
that put through limit buy-orders at a high price and volume. These brokerage firms
were “Macedonia-Thrace Securities SA”, which put through a buy-order for 1,000
shares at the price of 130,500 GRD and “Devletoglou Securities SA”, which put
through one buy-order for 4,000 shares at the price of 129,500 GRD and another
two buy-orders for 7,000 shares at the price of 129,000 GRD. The Capital Market
Commission decided that those brokerage firms violated the code of conduct for
investment services, which prohibits them from using practices that lead to market
distortion, and imposed fines of 20 and 35 million GRD, respectively.

The CMC investigation also demonstrated that nine other brokerage firms,
that put through no limit buy-orders, did know that there was a possibility of leading
their customers to paying outrageously high prices but did nothing to protect them
or deter them from putting through no limit buy-orders. Fines were imposed on five
of those firms amounting to 110 million GRD, depending on the violation of each
firm, whereas a reprimand was issued for four others.

After the end of the investigation, a special examination was initiated of all
no limit buy-orders put through during the pre-opening auction session for shares.
Recurring surveillance and punitive actions of the pre-opening auction session have
contributed to the elimination of share price distortions during the auction process
in the market’s opening period.

2. Short-term Underpricing Speculation, Price Manipulation and Market Abuse: the

Case of the “Klonatex S.A.” Holding Group on March 9-10, 2000

“Klonatex SA” is a holding company, incorporating, among others, the ASE listed
company “Naoussa Spinning Mills SA”. The holding company’s financial behavior
was for a long time closely monitored by the CMC, especially for transactions on
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shares of the members of the holding group. As a result of the long monitoring and
investigation of these transactions, the CMC gave warnings to the holding company’s
management team over the company’s stock market behavior.

The indications of price manipulation of the share of “Naoussa Spinning
Mills SA” were mounting and eventually were confirmed by an incident that took
place in the ASE on the 9th and 10th of March 2000. The incident was the
realization of a large amount of transactions between “Klonatex SA”, the main
shareholder of “Naoussa Spinning Mills SA”, and “Violan SA”, a main shareholder
of “Klonatex SA” over the shares of “Naoussa Spinning Mills SA”. On 09.03.2000
“Klonatex SA” sold 600,980 shares, whilst in the same day “Violan SA” bought
394,990 shares. These amounts corresponded to 56.5 percent and 37.0 percent of
that day’s total trading volume on the shares of “Naoussa Spinning Mills SA”,
respectively. Next day, the orders put through were reversed as follows: “Klonatex
SA” bought 888,730 shares, whilst “Violan SA” sold 402,990 shares. These amounts
corresponded to 75.0 percent and 34.0 percent of that day’s trading volume of the
share of “Naoussa Spinning Mills SA”, respectively. The abuse of market conditions
by these two companies transactions was clearly unquestionable. Through these
two-day transactions, “Klonatex SA” increased its holding of “Naoussa Spinning
Mills SA” stock by 279,750 shares. The share price fluctuation over these two days,
which was crucially determined by the holding group’s transactions, was such that
the above increase in share holding led to a net capital gain of 106 million GRD
for the “Klonatex SA”.

A single brokerage firm, “Sarros Securities SA”, executed the highest
percentage of the “Klonatex SA” transactions. About 26.5 percent of the total
transactions on the shares of “Naoussa Spinning Mills SA” on 09.03.2000 were
directly realized between “Klonatex SA” and “Violan SA” using the services of
“Sarros Securities SA”, whilst 30 percent of total transactions on the shares of
“Naoussa Spinning Mills SA” on 10.03.2000 was directly realized between “Klonatex
SA” and “Violan SA” using the same brokerage firm. The evidence made clear that
beyond any doubt “Klonatex SA” abused the market by creating artificial transactions
and causing share price manipulation.

The CMC examination concluded that coordinated transactions between
“Klonatex SA” and “Violan SA” created an artificial market for the shares of
“Naoussa Spinning Mills SA” leading to high and unreasonable share price
fluctuation. The smooth function of the capital market and interests of investor were
threatened by the actions of “Klonatex SA”, as investors observed large transactions
volume and “Klonatex SA” share price fluctuations, without knowing their cause,
whilst the holding company was making large capital gains. The holding company’s
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behavior constituted a case of market abuse, concerning price manipulation and a
misleading of the market through coordinated transactions. The Commission also
decided that the brokerage firm “Sarros securities SA” violated the code of conduct
for the provision of investment services as regards the incidence of the 9th and 10th
of March 2000. The board of directors of the Commission on its 06.06.2000 meeting
imposed fines of 500 million GRD on “Klonatex SA” as well as additional sanctions
for other violations, 50 million GRD on “Violan SA” and 45 million GRD on “Sarros
Securities SA” brokerage firm. The board of directors also decided to submit an
indictment of “Klonatex SA” to public prosecution authorities for violating the
article 34 of law 3632/1928 concerning the dissemination of misleading information.
The indictment is presently under consideration.

3. Creating False Expectations through Public Anouncements and their Exploitation:
the Case of Listed Firm “Electra S.A.”

Since the beginning of February 2000 rumors were circulating that the ASE listed
company “Electra SA” was to be taken-over by another company. These rumors
caused a significant increase in the company’s share price. The management of
the company verified the rumors and announced the conclusion of an agreement
with the US-based investment house “Laidlow Global Securities Inc” authorizing
the latter to acquire and subsequently transfer to strategic and institutional
investors of 51 percent of the shares of “Electra SA”. The listed company’s main
shareholder Mr. Michael Saridis would conclude the transfer until the 10th of
March 2000.

The above deadline was not met raising the level of uncertainty regarding
the future of the agreement and thereby causing large share price fluctuations.
However, a block of 2,000,000 shares was finally transferred on 28.03.2000 from
Michael Saridis to “Laidlow Co.” and others. These shares represented 34.43 percent
of the company’s total share capital. The remaining 16.57 percent, that was scheduled
to be transferred under the agreement, was never transferred. The agreement’s
conclusion was assisted by managers from “Lead Capital SA”, a domestic firm for
the reception and transmission of stock exchange orders, which was associated with
“Laidlow Co.” More specifically, two of “Lead Capital’s” board members, namely
John Moustos and Theofanis Ranios, were buyers of a portion of the transferred
block of 2,000,000 shares.

On April 1st 2000, public statements by Mr. Anastasios Karayiannis, the
chairman and CEO of “Laidlow Co” were made in the newspaper “Axia”. In those
statements, Mr. Karayiannis confirmed “Laidlow Co’s” ambitious business plans
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regarding the listed company “Electra SA”. The aim of these statements was to
maintain the level the company’s share price. However, independently of those
optimistic statements on “Electra’s” future and only two days after the announcement,
“Laidlow Co” proceeded with the gradual sale of significant numbers of shares
through the electronic system where the seller identity is unknown. The public
creation of a false market optimism in association with the gradual sale of a large
number of shares just after the public announcement constitute a deliberate attempt
by “Electra SA” to disseminate false information to investors in order to take
advantage of their reactions.

The Commission’s investigation also found that a significant portion of sales
were made by Mr. J. Moustos and Mr. Th. Ranios, who were associated with both
“Lead Capital” and “Laidlow Co” and participated in the transfer of the block of
2,000,000 shares. Their sales were also made through the electronic transactions
system in a gradual way, but took place before “Laidlow Co’s” sales were made. The
Commission decided that those two persons’ financial behavior provided indisputable
evidence of being aware of “Laidlow’s” intentions for selling its shares, thus engaging
in “front running” practices to realize large capital gains.

On the basis of the investigation’s findings, in its 13.09.2000 meeting, the
board of directors of the Commission imposed the following fines: A fine of 150
million GRD on “Laidlow Global Securities Co.” for violating article 72 of law
1969/91 that prohibits the public dissemination of false information. Also, a fine
of 57 million GRD on the same company for violating the Presidential Decree
51/92, which requires notification for changes in corporate ownership structure.
A fine of 10 million GRD on “Lead Capital SA”, the firm for the reception and
transmission of exchange orders, for participating in activities prohibited by law
for such companies, according to the article 3i(8) of law 2396/96. Fines of 80 and
40 million GRD for J. Moustos and Th. Ranios respectively, for violating the
Presidential Decree 53/92 concerning the abuse of inside information. The
amounts were equal to the quadruple of those persons’ realized capital gains. A
fine of 9.7 million GRD on Michael Saridis, “Electra’s” main shareholder, for
violating Presidential Decree 51/92. The Commission also revoked the operating
license of “Lead Capital SA” on account of its improper involvement in this action
and other evidence.

The Commission also submitted an indictment to the public prosecution
authorities against “Laidlow Co” according to the articles 72 and 76 of law 1969/91.
An indictment was also submitted against Mr. J. Moustos and Th. Ranios, according
to the article 30 of law 1806/88 in association with the article 76 of law 1969/91. The
indictments are presently under consideration.
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4. Misleading Prices in Block Transfers: thw Cases of the Shares of Listed Companies
“Oinerga S.A.”, “Attikat S.A.” and “Techniki Olympiaki S.A.” through the Intermediation
of “Contalexis Financial Services S.A.” Brokerage Firm

During the large increase in the ASE share prices during the first half of 1999, rumors
were circulating in the market regarding own share price manipulation by
entrepreneurs with the assistance of brokerage firms.

After a lengthy investigation, the Capital Market Commission concluded
that listed company entrepreneurs Mr. G. Batatoudis, Mr. P. Panoussis and Mr. K.
Stegos were transferring, using the services of “Contalexis Financial Services SA”
brokerage firm, blocks of shares in prices lower than those announced to the public
and the price differences were credited to third persons’ bank accounts.

On the basis of the above findings, the board of directors of the Capital
Market Commission decided that the aforementioned entrepreneurs were engaged
in market abuse practices, by creating artificially high prices for the blocks of shares
transferred that were publicly announced, aiming at misleading investors and
moreover violated the rules regarding share price determination in blocks transfers.
The board of directors of the Commission decided therefore to submit indictments
to prosecution authorities against all related persons regarding the dissemination
of inaccurate and misleading information on transaction prices. The board also
decided to impose fines on all relevant persons amounting to 360 million GRD.

5. Divergence between Actual and Forecasted Corporate Earnings (as published in Company
Prospectuses) and Inadequate Information to the Public: the Cases of Initial Public Offerings
by “Chatzikraniotou Sons S.A.” and “Frigoglass S.A.” Companies

During the large increase in the ASE share prices during the first half of 1999, rumors
were circulating in the market regarding own share price manipulation by
entrepreneurs with the assistance of brokerage firms.

After a lengthy investigation, the Capital Market Commission concluded
that listed company entrepreneurs Mr. G. Batatoudis, Mr. P. Panoussis and Mr. K.
Stegos were transferring, using the services of “Contalexis Financial Services SA”
brokerage firm, blocks of shares in prices lower than those announced to the public
and the price differences were credited to third persons’ bank accounts.

On the basis of the above findings, the board of directors of the Capital
Market Commission decided that the aforementioned entrepreneurs were engaged
in market abuse practices, by creating artificially high prices for the blocks of shares
transferred that were publicly announced, aiming at misleading investors and
moreover violated the rules regarding share price determination in blocks transfers.
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The board of directors of the Commission decided therefore to submit indictments
to prosecution authorities against all related persons regarding the dissemination
of inaccurate and misleading information on transaction prices. The board also
decided to impose fines on all relevant persons amounting to 360 million GRD.

Forecasted pre-tax earnings Actually realized
Company disclosed in the Prospectus pre-tax earnings
Frigoglass 6,121 million GRD 3,598 million GRD
Chatzikraniotou Sons 330 million GRD 87 million GRD

In the case of “Frigoglass ABEE”, the investigation showed that the
divergence was mainly due to interest paid on a loan that was contracted before the
publication of the company’s Prospectus. Interest is charged on a daily basis and
therefore it can be easily computed by taking into account the size of liabilities
toward the bank and the settlement date. The company could have estimated, before
the beginning of trading on Dec. 2, 1999, the interest charged for the whole fiscal
year and disclose the amount in the Prospectus. The company should have therefore
disclosed this information to investors before the start of trading, since it created a
significant divergence from the information disclosed in the Prospectus and which
could be known in advance, but the company chose to ignore it.

In the case of “Chatzikraniotou Sons SA”, the investigation, based on the
auditing of corporate accounts, showed that the divergence was mainly due to the
exchange rate differences associated with the contract of a bank loan in foreign
currency. These exchange rate differences resulted from the revaluation of the
Japanese Yen that was gradually taking place during the entire period between the
approval of the Prospectus and the start of trading in the ASE. The investigation
showed that the company had also invested large amounts in shares of ASE listed
companies undertaking excessive risk, which was not disclosed to investors. According
to the law, the company ought to have reported the results of these exchange rate
differences before the start of trading, since these differences led to a significant
divergence between actual and forecasted earnings as reported in the Prospectus.
However, the company omitted to disclose this information.

In both cases, the board of directors of the Commission decided that there
was a serious violation of Presidential Decree 348/85 concerning the timely disclosure
of information to investors. The board also decided that the underwriters and
advisors of these two companies that were responsible for their Prospectuses,
violated the Code of Conduct for Underwriters (Ministerial Decision
41517/B.1972/4.12.1998), by neglecting the timely disclosure of information to
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investors before the start of trading. Based on these findings, the board imposed
the following fines: A fine of 25 million GRD on “Chatzikraniotou Sons SA” and
a fine of 75 million GRD on “Frigoglass SA” for violating the Presidential Decree
348/85. Moreover, fines of 75 and 25 million GRD were imposed on the investment
companies Alpha Finance SA and Ioniki Finance SA, the underwriter and advisor
of the issue respectively, for omissions and neglect of responsibility with respect to
forecasts disclosed in the prospectuses.

The Commission’s Contribution to the Legislative Work in 2000

During the year 2000, the Parliament passed two new laws on capital market issues.
The Commission contributed, as it has done in the past, to the drafting of these laws.
Thus, the law 2836/2000 enhanced the Commission’s supervisory authority and

human resources. According to the law, the Commission is endowed with the authority:

® To specify the terms and conditions for the conduct of business of listed companies.
This subsequently led to the issuing of CMC rule 204/14-11-2000: “A code of
conduct for listed companies” (outlined earlier in the text).

¢ To postpone up to six months an initial public offer when this is deemed necessary
for the safeguarding of the smooth function of the market. A similar authority
was granted to the board of directors of the Athens Stock Exchange with respect
to the increases in the share capital of listed companies.

® To establish professional certification requirements for market participants.

® To proceed, in short period of time, with the temporary suspension of the operating
license of financial intermediaries when deemed necessary for the protection of
investors and the market

® To proceed with the hiring of 65 new persons (28 auditors, 21 highly qualified
economists, 9 securities lawyers and 7 administrative assistants)
On the other hand, the Law 2843/2000 establishes a set of innovating rules
aiming at the modernization of the capital market in Greece and the enhancement
of market liquidity. The new law establishes:
® The generalization of the provision of credit by brokerage firms to their clients
for the purchase of securities (margin account) thus enhancing market liquidity

® The terms and conditions for the listing of shares of investment firms (as provided
by law 2396/1996) in the ASE

® The generalization of the provision of services by the market makers in the Main
and Parallel markets of the ASE.

® The terms and conditions for the setting-up maritime investment companies, investing
exclusively in non-passenger shipping, as well as the listing of their shares in the ASE.
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The introduction of the shipping sector in the ASE is a considerable development
for the Greek economy, given the significance of the sector in the economy.

International Activities of the Capital Market Commission

Memoranda of Understanding (MoU)

The development of international relations framework for cooperation and exchange

of information on capital markets is an important part of the mandate of the Hellenic

Capital Market Commission. Within this framework the Commission has signed

the following Memoranda of Understanding:

® A bilateral Memorandum of Understanding with the “Comissao de Valores
Mobiliarios” of Brazil (May 17, 2000).

® A bilateral Memorandum of Understanding with the Central Bank of Cyprus
(September 8, 2000).

® Abilateral Memorandum of Understanding with the Securities Market Agency
of Slovenia (October 6, 2000).

® A bilateral Memorandum of Understanding with the Bulgarian National Securities
Commission (December 1, 2000).

The purpose of these agreements is to establish and implement a procedure
for the provision of mutual assistance between the competent authorities for the
supervision of the capital market, in order to enhance the efficiency of the supervisory
function entrusted with.

Under the auspices of the existing bilateral Memorandum of Understanding
with the Romanian National Securities Commission, signed on November 30, 1998,
abilateral assistance program was agreed upon and carried out in June 2000. In the
course of this program, nine securities experts from the Romanian National Securities
Commission came to Athens for a 15-day training visit. The experts were mainly
trained on the areas of securities legislation, supervision and monitoring procedures
as well as derivatives products. Under the same agreement, two members of the
Hellenic Capital Market Commission went to Bucharest in January 2000 for a 5-
day training visit.

The Hellenic Capital Market Commission and FESCO *

FESCO (Forum of the European Securities Commissions) was founded in Paris in
December 1997 by the regulatory authorities of the European member-states and

’ The following countries are members of FESCO: Austria, Belgium, Denmark, Finland, France, Germany, Greece,
Iceland, Ireland, Italy, Luxembourg, Netherlands, Norway, Portugal, Spain, Sweden and United Kingdom.
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has already developed a set of important activities. The Hellenic Capital Market
Commission is a founder member of FESCO and actively participates in all of its
experts groups.

During their meeting in Amsterdam on February 2000, the members of
FESCO took an important step forward for the achievement of a common approach
on financial services regulation in the European Union.

In its paper “Categorization of Investors for the Purposes of the Conduct of
Business Rules”, FESCO members agreed on a harmonized definition of the
professional investor. The common definition will encourage cross-border activity
by the uniform implementation of article 11 of the Investment Services Directive
(93/22/EEC). The Experts Group on “Standards for Investor Protection” prepared
this paper and its main objective is to harmonize the underlying codes of conduct
for the provision of investment services of the member authorities of FESCO. The
Group continuous to be actively working on this subject during 2001.

FESCO members agreed that the full range of investor protection rules
need not apply to investors with adequate knowledge and experience to assess
undertaken risk. The classification of investors was introduced, first, to achieve a
sufficient degree of protection and, secondly, to avoid excessive regulation. The
common definition of the professional investor was officially sent to the European
Commission, as a contribution to the latter’s work in relation to the EU Action
Plan for Financial Services.

During their last meeting in Naples, FESCO members decided to initiate a
consultation process on their proposal to create a “European Passport for Issuers”.
More specifically, in addressing the subject of mutual recognition of prospectuses
in Europe, FESCO members state their intension to provide the opportunity for an
EU-based company to proceed with an initial public offering of securities on a EU-
wide basis, that is to all European investors, or to apply for listing in a manner that
simplifies regulatory compliance for issuers, while at the same time ensures proper
investor protection.

To that end, FESCO members propose a cross-border use of the EU shelf-
registration system and therefore separate the prospectus content into different
documents: first, the shelf-registration document and, second, the securities note.
This will enhance the prospectus’s mutual recognition across European member-
states. FESCO will also encourage the use of electronic communication facilities,
such as the Internet, as a means for circulating such documents.

This FESCO paper also analyses the possibilities to simplify EU public offers
and stock exchange listings and proposes to extend the mutual recognition mechanism
to small and medium-size enterprises. The expert group on “European Public offers”
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has elaborated this paper and its main objective is to establish standards for the
achievement of cross-border public offers.

The elaboration of this paper is a significant contribution to the EU Action
Plan for Financial Services developed by the European Commission. In line with
the conclusions of the European Council at the Lisbon meeting, the FESCO proposal
contributes to the development of efficient and transparent financial markets that
will foster economic growth and employment. The paper was opened to public
consultation for a period of three months.

During their last meeting in Paris in September 2000, the members of FESCO
decided to publish two key papers contributing to the EU Action Plan for Financial
Services: “The Regulation of Alternative Trading Systems in Europe” and “A
European Regime Against Market Abuse”.

The Hellenic Capital Market Commission and IOSCO

The Annual Conference of IOSCO, Sydney, May 14-19, 2000

The world’s securities and derivatives regulators and other members of the
international financial community met in Sydney from 14 to 19 May 2000, on the
occasion of the XXV Annual Conference of the International Organization of
Securities Commissions (IOSCO). The Australian Securities and Investments
Commission was the host of the event and offered a warm and friendly welcome to
more than 500 participants from 90 countries.

The Conference, titled “Global Markets-Global Regulation”, provided an
opportunity for participants to discuss the regulatory challenges posed by today’s
rapidly evolving markets, including changing market structures, market alliances,
the new economy and technological advances. IOSCO’s activities and work program
continue to address these challenges in a concerted and consultative manner.

The implementation of the “Objectives and Principles of Securities
Regulation”, IOSCO’s active participation in global initiatives such as the Financial
Stability Forum and the Joint Forum, its international training programs, and detailed
work on specific technical issues all contribute to strengthening investor protection,
market confidence and financial stability worldwide. As Mr. Alan Cameron, Chairman
of the Australian Securities and Investment Commission (ASIC) emphasized: “This
Conference is being held at a time of increased market volatility, a large number of
mergers and alliances among market operators, and a dramatic increase in the use
of the Internet for financial services. The focus is clearly on whether, what and how
to regulate, in these challenging times.”
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Implementation of the International Accounting Standards Committee (IASC)
Core Standards

As a part of the ongoing effort to facilitate cross-border offers and listings by
multinational issuers, IOSCO has evaluated 30 standards issued by the International
Accounting Standards Committee (IASC). The Presidents’ Committee approved
a resolution recommending that IOSCO members allow for the use of 30 IASC
standards for such cross-border offers and listings, as they are formulated.

I0SCO encouraged the IASC to continue to develop its body of accounting
standards and expressed its desire to continue to work with the IASC. IOSCO
congratulates and thanks the IASC for its work and contribution to raising the quality
of financial reporting worldwide.

Internet Surf Day

The IOSCO Technical Committee conducted an International Internet Surf Day
on March 28, 2000 aiming at increasing investor protection and market confidence.
Twenty-one securities and futures regulators from eighteen countries, including the
Hellenic Capital Market Commission, coordinated their efforts to identify securities
and futures fraud on the Internet. Regulators concentrated on fraudulent solicitation
of investors, manipulation, the circulation of false or misleading information and
insider trading. During the Surf Day, approximately 220 individuals from the
participating securities regulators visited nearly 10,000 sites, totaling nearly 1000
hours of global participation. Of these sites, more than 1,000 were identified for
follow-up review, including over 250 sites that involved cross-border activity.
Enforcement action by relevant national regulators, working cooperatively where
appropriate, could result.

The New Economy

Technological changes have empowered the individual investor and contributed to
the re-organization of the operational structure of securities markets. The need to
identify market and investment risks and disclose these risks to investors, and for
market professionals to properly discharge their responsibilities has never been
greater. In recognition of these developments, the IOSCO Technical Committee
issued a Bulletin on Investor Protection in the New Economy.

The Bulletin highlights four areas of concern: a) the initial public offering
process; b) the valuation of high tech companies, including accounting and financial
reporting issues; c) the effects of short-term trading strategies on investors’ risks
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and expectations; and d) preserving investor confidence. While these are not new
issues, the Technical Committee believes they are of heightened importance in the
New Economy, where many investors have entered the securities markets for the
first time, and others have intensified their investment activity.

IOSCO will continue to examine specific issues related to investor protection
in the New Economy, with input from members of both the Technical and Emerging
Markets Committees.

Demutualization of Exchanges

Many stock exchanges are being transformed from not-for-profit, mutual or
cooperative entities to for-profit shareholder owned corporations - a process known
as demutualization. IOSCO is considering the main questions arising from this
transformation, namely: What conflicts of interest may arise where a for-profit entity
also performs regulatory functions? Is there a need for special corporate governance
arrangements and rules regarding share ownership to protect the public interest?
Will a for-profit exchange be run with due regard for its financial viability and with
adequate funding allocated to regulatory functions?

Implementation of Objectives and Principles

In September1998, IOSCO issued the “Objectives and Principles of Securities
Regulation”. This document sets out 30 principles of securities regulation, based
on three objectives: investor protection, ensuring that markets are fair, efficient and
transparent, and reduction of systemic risk. Pursuing its strong commitment to the
establishment and maintenance of consistently high regulatory standards, [OSCO
is committed to ensuring the implementation of these Principles. Considerable
progress has been made in this implementation program. IOSCO continues to
consult with the International Financial Institutions on their use of the Objectives
and Principles, and is currently considering a peer review project, to be conducted
on a regional basis, in cooperation with those Institutions and the regional
development banks.

Election of the members of the Executive Committee and designation of the
chairmen and vice-chairmen of the various Committees. As a result of elections that
took place during the conference, the Executive Committee is now composed of the
following members:
® The chairmen of the Technical Committee of IOSCO and the Emerging Markets

Committee of IOSCO
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® The chairmen of the four Regional Committees: Prof. Stavros Thomadakis,
Chairman of the Hellenic Capital Market Commission (European Regional
Committee); Mr. Ashraf Shamseldin, Deputy Chairman of the Egyptian Capital
Market Authority (Africa/Middle-East Regional Committee), Mr. Ali Abdul
Kadir, Chairman of the Malaysian Securities Commission (Asia-Pacific
Regional Committee), and Mr. Enrique Diaz Ortega, Chairman of the Peruvian
Comision Nacional Supervisora de Empresas y Valores (Interamerican
Regional Committee);

¢ Nine members elected by the Presidents’ Committee: the Securities Commissions
from Australia, Brazil, France, Germany, Italy, Japan, South Africa, United
Kingdom and United States

e Mr. David A. Brown, Chairman of the Ontario Securities Commission, was
elected Chairman of the Technical Committee and with Mr. A.W.H. Docters
van Leeuwen, Chairman of the Securities Commission of the Netherlands, as
Vice-Chairman.

® Mr. Devendra Raj Mehta, Chairman of the Securities and Exchange Board of
India was elected Chairman of the Emerging Markets Committee and Mr.Prasarn
Trairatvorakul, Secretary General of the Office of the Securities and Exchange
Commission of Thailand, was elected Vice-Chairman.

® The appointment of the Hellenic Capital Market Commission to the Chairmanship
of the European Regional Committee of IOSCO for the following two years
constitutes an international recognition of its work both in the Greek market and
in the field of the international co-operation between competent authorities.

Admission of New Members

During the 25th Conference, IOSCO admitted three new ordinary members: (a)
the Securities Commission of the Federation of Bosnia and Herzegovina, (b) the
Securities Regulatory Commission of Ghana, and (c) the Capital Markets
Authority of Uganda.

I0SCO also admitted three new affiliate members: (a) the International
Monetary Fund, (b) the Athens Stock Exchange, and (¢) KOSDAQ Stock
Exchange (Korea). As a result of these new admissions, the membership of IOSCO
now stands at 165.

Finally, in the context of IOSCO’s Conference, the Hellenic Representation
signed a Memorandum of Understanding with the Brazilian Securities Commission
and established several contacts with its neighboring countries with the aim of
concluding bilateral Memoranda of Understanding.
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The Meeting of the European Regional Committee of IOSCO

The Meeting of the European Regional Committee of IOSCO took place for the
first time in Athens from 5 to 6 October 2000, under the Chairmanship of Prof.
Stavros Thomadakis, Chairman of the Hellenic Capital Market Commission.

The European Regional Committee of IOSCO is composed of 36 countries,
including the 15 countries of the European Union. The Regional Committee deals
with the in-depth study of: the evolution of the capital markets of its member states;
the progress of the implementation of IOSCO’s regulatory standards in the member
states; the activities of the off-shore financial centers; the harmonization of the
regulatory standards in accordance with the European Directives, in particular in
the South Eastern European countries; and the progress of the national and
international efforts for the implementation of the International Accounting
Standards by issuers. The Regional Committee verifies that the member states
develop serious efforts to ensure the adoption of high and common regulatory
standards, acknowledging the need for further action in this field.

The Chairman of FESCO, Mr. Georg Wittich, made presentation for the
members of the European Regional Committee of IOSCO on the last institutional
developments in the realm of the financial markets in the European Union.

The Conference of the European Regional Committee reached to the
following decisions:

First, the Committee will continue and strengthen the dialogue between the
competent authorities of the European region and specially with the three off-shore
centers that operate in Europe; second, the sub-committee of the South Eastern
countries will continue its activities aiming at the harmonization of institutional
surveillance; third, the competent authority for the supervision of the Republic of
Kazakhstan is accepted as member of the European Regional Committee, after
considering the neat pro-European orientation of its economic policy, fourth; the
Hellenic Capital Market Commission accepts to organize a special expert group for
the harmonization of the International Accounting Standards, as adopted by IOSCO,
with the aim of coordinating the efforts of the countries of the region with the
activities currently under-way by the European Commission in this field.

In addition to the Conference, the Hellenic Capital Market Commission, as
well as the managers of the Athens Stock Exchange, established several bilateral
contacts with the competent authorities of other countries. Finally, the Slovenian
Securities Commission signed two bilateral Memoranda of Understanding, with the
Hellenic Capital Market Commission and with the Portuguese “Comisao do Mercado
de Valores Mobiliarios” respectively.
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2nd Meeting of Capital Markets Regulators of South Eastern Europe.

The Second Meeting of Capital Market Regulators of South Eastern Europe,
organized by the Hellenic Capital Market Commission, was held in Thessalonica
on 21 and 22 February 2000. Representatives of the following countries attended
the meeting: Albania, Armenia, Bosnia-Herzegovina, Bulgaria, Croatia, Cyprus,
FYROM, Georgia, Greece, Italy, Moldavia, Ukraine and Slovenia.

During the first session, the participants discussed on the recent developments
of the capital markets of South Eastern Europe and on priority issues concerning
the enlargement of the co-operation between the competent authorities.

The second session was devoted to the working-groups dealing, first, on
licensing of financial intermediaries, secondly, on exchange of confidential and non-
confidential information and, thirdly, on the harmonization of national legislation
in accordance to the principles developed by the European Union.

This Second Meeting was a significant step forward to strengthen co-operation
among the competent authorities of the region, which is a condition for the increase
of the financial and economic relations between South Eastern Europe countries.
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Appendix 2

Participation in International Conferences, Fora and Meetings in 2000

Conference, Forum or Meeting

Date - Place

Annual Conference of the International
Organization of Securities Commissions (I0SCO)

May 15-19, 2000, Sydney, Australia

European Regional Committee of IOSCO

May 16, 2000, Sydney, Australia
5-6 October 2000, Athens, Greece

Forum of the Executive Committee of I0SCO

October 19, 2000, Toronto, Canada

Meeting of Working Party No IV
of the Technical Committee of [0SCO

May 5-6, 2000, London, UK
September 18-24, 2000, Hong-Kong, Hong-Kong

Forum of European Securities Commissions (FESCO)

February 28-29, 2000, Amsterdam, the Netherlands
May 4-5, 2000, Naples, Italy

September 14, 2000, Paris, France

December 14-15, 2000, Vienna, Austria

Federation of European Stock Exchanges (FESE) -
Forum of European Securities Commissions (FESCO)

September 12-13, 2000, Brussels, Belgium

Meetings of the Experts Groups of FESCO

Standards for Investor Protection

January 27, 2000, Paris, France

April 12, 2000, Paris, France

May 30, 2000, London, UK

August 29, 2000, Lisbon, Portugal
September 26, 2000, Paris, France
November 7-8, 2000, Copenhagen, Denmark

Market Abuse

January 19, 2000, London, UK
February 14, 2000, Paris, France
March 24, 2000, Lisbon, Portugal
November 26, 2000, Paris, France

European Public offers

January 31, 2000, Milan, Italy
March 30, 2000, Milan, Italy
June 26, 2000, Rome, Italy

July 20, 2000, Paris, France
October 16, 2000, Milan, Italy
November 31, 2000, Milan, Italy

Primary Market Practices

February 11, 2000, Helsinki, Finland
June 5, 2000, Helsinki, Finland

July 19, 2000, Frankfurt, Germany
August 22, 2000, Helsinki, Finland

FESCOPOL

January 28, 2000, London, UK
April 3,2000, Frankfurt, Germany
September 5, 2000, Vienna, Austria

Alternative Trading Systems

February 18, 2000, London, UK
July 3, 2000, London, UK

114



Conference, Forum or Meeting

Date - Place

Accounting Standards

November 2, 2000, Copenhagen, Denmark

Meetings of the High Level Securities
Supervisors Committee

February 22, 2000, Brussels, Belgium
June 8, 2000, Brussels, Belgium
September 19-20, 2000, Brussels, Belgium
November 20, 2000, Brussels, Belgium

UCITS Reformation Committee

March 16-17, 2000, Brussels, Belgium

Enlarged Contact Group on the Supervision
of Collective Investment Fund

October 3-7, 2000, Amsterdam, the Netherlands

OECD Meeting on Corporate Governance

June 14-16, 2000, Paris, France

FATF

October 4-6, 2000, Madrid, Spain

New IASC Europe Convention

September 26-27, 2000, Brussels, Belgium

Conference on Non-Bank Financial Institutions:
Development & Regulation

January 30 to February 6, 2000, Washington, USA

FSA Conference on “Tackling Market Abuse:
The Proposed Code of Market Conduct”

September 7, 2000, London, UK

Conference of European Corporate Governance Network

November 15-18, 2000, Brussels, Belgium

Multi-Sectoral Experts Group on Effective Financial
Services Supervision in Accession Countries

November 31, 2000, Brussels, Belgium

South Eastern Europe Cooperation Initiative

April 10, 2000, Istanbul, Turkey

Educational Participation

2000 IOSCO Seminar Training Program
October 22-29, 2000, Montreal, Canada

Seminar of U.S. S.E.C. Annual International Institute
on Securities Enforcement and Market Oversight

November 4-10, 2000, Washington, USA

Training Program with the Romanian
National Securities Commission

January 16-23, 2000, Bucharest, Romania

Training Visit to the Israel Securities Authorities

June 12-13, 2000, Tel Aviv, Israel

Memoranda of Understanding (MoUs)

- Comissao de Valores Mobiliaros of Brasil, 17 May 2000,
Sydney, Australia

- Central Bank of Cyprus, 8 September 2000,
Nicosia, Cyprus

- Securities Market Agency of Slovenia, 6 October 2000,
Athens, Greece

- Bulgarian National Securities Commission,
1 December 2000, Sofia, Bulgaria
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TABLE X
The Status of the ASE listed Companies, 31/12/2000

Number Under Regular Under Companies Under
of Companies Trading Surveillance Trading Suspension Total
Main Market 217 7 224 14 238
Parallel Market 102 1 103 1 104
ASE Total 319 8 327 15 342
Main Market Date Parallel Market Date
Bank of Crete 23/11/1988 Elviemek 26/6/1997
ALCAR Trans. Co. & Tour. S.A. - 9/8/1989
Halkis Cement Co. 26/3/1991
Greek Powder Co. 2/4/1992
Philippou DE S.A. 20/1/1995
Companies under Int’l Clothing Ind. S.A. 23/10/1995
Suspension Cosmos S.A. 11/6/1996
Globe S.A. 11/6/1996
Magrizos Bros S.A. 7/11/1996
ECON Industries S.A. 4/12/1996
DANE Sea Line 7/10/1998
Thessaliki Spirits Co. 1/7/1999
Nimatemporiki S.A. 23/7/1999
Flour Mill Ag. Georgiou 1/11/2000
Main Market Date Parallel Market Date
Technodomi M. Travlos 25/11/1998 Perseus S.A.  20/10/2000
Athinaia S.A. 23/9/1999
Companies under ~ Viosol S.A. 23/9/1999
Surveillance Emporikos Desmos S.A. 23/9/1999
Klaoudatos S.A. 23/9/1999
Intersat S.A. 5/11/1999
Daring S.A. 9/3/2000
Take over Company Taken over Company
Mergers and ALPHA BANK IONIAN BANK
Acquisitions
between Listed BANK OF PIRAEUS XIOSBANK, BANK OF MACEDONIA-THRACE
Companies DIS COMPUTER LOGIC
EUROBANK ERGO BANK
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