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In brief

¢ Tappinginto the marked dynamismof foreign tourist inflows, the tourism sectorin Greecehasprovedresilientin the face of the prolongedeconomic 2
crisis,standingout asone of the few sectorsthat increasecemploymentlevelsin the period 20082016 (up 7%versusa declineof 23%for the rest of the
businesssector) Similarly tourism receiptsfrom abroadwere closeto €13 billion in 2016 (versusc11.6 billionin 2008, generating7 3% of foreignsurplus
in servicequp from 57%in 2008). Onthe backof thesedevelopmentsthe accommodatiorsectorincreasedts contributionto GDP(3.5%in 2016versus
2.5%in 2008 and 1.6%o0n averagen the maincompetitor Mediterraneancountries)

¢ Duringthe courseof the crisis,the Greekaccommodatiorsectorenhancedits extroversionand thereby more than compensatedor the fall in domestic
demand Spearheadinghis upward trend were individual foreign tourist bookings(who boostedtheir share of foreign hotel demandto 45% in 2016
versus25%in 2008 thus bringingabout a declinein the contribution of foreigntravel agents) Thisdevelopmentis noteworthy, sinceindividualbookings
are more profitable, the gap betweenthe two beingcloseto 20%in 2016 Another notable feature of the crisisperiod hasbeenthe upgradein K 2 (i St & Q
quality (whichwasaccompaniedy a 10%increasein bedsin the period 20082016, with more than 80% of new bedsbeingin 4-5-star hotels, thereby
bringingtheir total shareto 43%of bedsin 2016 versus37%in 2008

¢ Asthe increasein supply(of beds)waslesspronouncedthan the increasein demand(10%versus19%in the period 2008-2016), Greekhotelsachieved
increasedroom occupancyrates Thetrend in total room occupancywasreflectedin the trend in pricesfor individualtourists, which, following a 14%
dropin the period 20082013 reboundedstronglyin the period 20132015 (up by 23%). Asa resultof thesedevelopmentssalesby Greekhotelsgrew by
18% in the period 20082015 and the operating profit marginreturned over the last four yearsto pre-crisislevels(24%in 2015 versus20% in 2010).
However the combinationof negativeshocksn 2016 (i.e. instabilityin the regionand delayedimpact of capitalcontrols)exerteddownwardpressureon
pricesand put a brakeon growth of foreigntourist bookingsat Greekhotels.

¢ More important than short-term fluctuationsin daily tourist expenditureon accommodationfood and other services/goodqcircal/2 is directed at
hotels) is the fact that suchexpenditureover the past decadehasremainedcloseto €70 - a level significantlylower than the averagein competitor
countries(by about 15%). A possibleexplanationfor this developmentis the tourist quality mix, asthe shareof arrivalsfrom SEEuropeincreasedo 11%
in 2016from 4%in 2005 (partly due to the gradualimprovementof the relevantroad infrastructure,suchasthe EgnatiaOdosandthe new border posts,
aswell asthe increasein per capitaincomein thesecountries) Asa result,the shareof high-incometourists hasdeclined¢ a developmentconfirmedby
NBsurveyof 200 SMEsotelsfor the period 20082016 (downfrom 27%to 23%of their foreignvisitors)



In brief

¢ Thedeterioration of the tourist mix is not uniform acrossall hotels Toillustrate, the weakerpart of the hotel sector, beinglessoutward oriented (with
60% of visitors being Greeks,versus30% in the caseof the more dynamichotels), faced a severeneed for more foreign visitors due to the waning
domesticdemand However,the poorer quality of their building facilities (just 27% are 4-star or over, comparedwith 74% for the dynamichotels) has
adverselyaffectedtheir ability to attract high-incometourists from the traditional and economicallydevelopedEuropeammarkets,forcingthem to switch
to the marketsof the Balkansand EasternEurope Thisdevelopmentalsohasa regionaldimension,asthe weakerhotels presenta markedconcentration
in northern Greece(l/ 2 of hotelsin Macedoniaand Thrace,comparedwith 12%in Creteand the SouthAegean)where daily tourist spendingis lower
(circae50versuse80for Creteandthe SouthAegean)

¢ Thesecondstructuralproblemof Greektourism is high seasonalitywith over 3/4 of overnightstaysbeingin the period JuneSeptember(versus60%for
competitordestinations)thusleadingto lower than optimum performancereflectedin:
v annualroomoccupancyates(standingat 27%versus40%for competitors),and
v return on accommodatiorinfrastructure (whichis 8% lower than competitorsin terms of operatingprofitability per unit of fixed assets despitethe
injectionof profitability from the higherpricedsummermonths)

¢ In the mediumterm, (i) the expansionof the tourist seasonto the levels of directly comparablecompetitor destinationscombinedwith (ii) closer
alignmentof the tourist quality mix in Greecewith that of competitor destinationscouldincreasetourismreceiptsby €5 billion per year¢ over oyof which
would, accordingo estimations be channelledto hotels. Theadditionalinvestmentrequiredto implementthis strategyis cumulativelye6 billion in hotels
and €16 billion in other tourism infrastructuresg with upgradedinfrastructuresattracting higherincometourists which would thereby serveto increase
hotel pricesaswell asthe consumptionof goodsand services Theaforementionedinfrastructurescould be completedwithin five yearsif annualtourism
investmentreturnsto roughlyits pre-crisislevel

¢ In addition, the problem of marked seasonalitycan be addressedby promoting city destinations- with hotels stressingthat specialforms of tourism
(conferencemedical,sportsetc.) couldserveaskeypotential driversof growth.

Note: Thegraphswith greenshadingderive from the NBGfield surveyconductedon a sampleof 200 SMEf the hotel sector.
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Tourism has proven resilient during the crisis increasing its contribution to GDP, jobs and exports
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¢ Standingout asone of the few sectorsthat boostedemploymentin the period 20082016 (up 7%versusa
drop of 23% for the rest of the businesssector), tourism in Greecepresented strong resilienceand
dynamismduring the crisis Specificallypfficial tourism receiptsfrom abroadtopped €13 billion in 2016
versusel11.6 billion in 2008 (accordingto BoG data), thus generating73% of the external surplusin
servicesversus57% in 2008 (while in the same period shippingforeign exchangeearningsdeclined by

629%).

One of the key beneficiariesof this dynamicwas the tourist accommodationsegment (64% of the

tourism sector in terms of value added), which ¢ after a small slowdown in the period 20082010 ¢

recoveredgraduallyover the last six yearsto pre-crisislevelsboth in terms of value added (circae6

billion) andjobs(nearly80,000employees)amountingto:

v 3.5% of GDPin 2016 versus 2.5% in 2008 (and an average of 1.6% in the country's main

Mediterraneancompetitors),and

v 2.2%of total employmentversusl.7%in 2008 (and an averageof 1.4%in the main Mediterranean

competitors)
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The strong dynamic of foreign tourist inflows helps offset the impact of reduced domestic demand

Foreigntourist arrivals in Greece
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¢ Foreigntourist arrivalsin Greeceincreasedoy 65%in the period 2010-2016 at circa25 million

in 2016 With 60% of these arrivalsstayingin hotels, this trend led to increaseddemandfor

hotels, thus fully offsetting the declinein domesticdemand (down 16% in the period 2010

2016). Asa result, total tourist arrivalsat Greekhotelsincreasedby 12%in the period 2010

2016 with foreign tourists accountingfor 2/3 of total arrivalsat Greekhotels versus55%in

2010

¢ Whilethe averageduration of the stayof foreigntourists at Greekhotelsfell marginallyin the

period 20102016 (dueto a highercontribution of individualvisitorsversuslong-stay package

holidays),overnightstaysby foreigntourists grew by 33%in the period 20102016 (versusan

increaseof 35% in terms of arrivals) Giventhe weak domesticdemand (which accountsfor

1% of overnightstays) total occupancyat Greekhotelsincreasedoy 19%in the period 2010

2016

Length of stay:

Foreign tourists staying in hotels

6 -2%
5

4

3

2
— m =
- = -
o o o
(o] [ I |

Source: Eurostat, Bank of Greece, NBG estimates

nights spent

o~
=
=]
o~

2005
2006
2007
2008
2009
2010

% change
2010-16
D

*p]
=
=]
o~

f=]
=
=]
o~

Total night spent in Greek hotels
120 % change

+19% __y 201016
100

-13%

80 J
60
40 +33%
20
0

million nights

N L~ o A Mmoo W
o 2o 2 2 Q0 o d o o o o o
o O O O 0 o0 o0 o o o oo
[ I o O o A o T o O o Y Y o A I I B

M Foreign tourists Greek tourists

Source: Eurostat, Bank of Greece, NBG estimates



Although demand through travel agencies remained unchanged and prices of package holidays fell slightly...

Tourist arrivals in hotels
by type of booking
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¢ Theincreasein foreign tourist demand appearsto be due exclusivelyto individual travellers, who

doubledin the period 20082016 In contrast, bookingsvia travel agenciesfell by 20% with their
contribution declining to 25% of arrivals in 2016 versus 43% in 2008 This is a noteworthy
developmentsinceindividualbookingsare more profitable, with spendingper overnightstaybeing8%

higheron averagein the last 10 yearsversusbookingsvia agencies; with the gap betweenthe two

wideningin 2016to circa20%

¢ While packageholidayslast 10 dayson average,as comparedwith staysof 3 days' duration for
individual travellers (up from 2.5 in 2008, their contribution in terms of overnight staysis also

declining thoughremainingat highlevels(55%in 2016versus75%in 2008).

¢ Total daily tourist expenditure(for accommodationfood and other costs)is broadlyin line with the
respectivetrends of both bookingmethods,with packageholiday pricesdecliningin the period 2013
2015 Combiningthe two impacts (of daily expenditure and number of nights), packagetourists
accountfor oyof hotel receiptsin 2016versusg in 2008

Average daily expenditure*
of foreign tourists, by type of booking
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...demand by individual tourists posted significant growth, increasing occupancy rates and prices

¢ Thedemandfor a greater number of overnight staysby individual foreign tourists was accompaniedby a circa 10% increasein bed numbersin

thousand beds

Source: Hellenic Chamber of Hotels, NBG estimates

Greekhotels over the last 8 years(from 720,000 bedsin 2008to 800,000 in 2016). Note that the growth in supplywasaccompanieddy a quality

upgrade Specificallywhile the percentageof bedsin 4-5 star hotelswasjust 37%in 2008 new bedscreatedoverthe last 8 yearswere 80%in 4-5

star hotels Therefore,capacityat 4-5 star hotels in Greeceincreasedby 30% and accountedfor 43% of bedsin 2016 (versus37%in 2008. This
improvementis alsoreflectedin the marginallylargersizeof Greekhotels (an averageof 81 bedsper hotel versus76 bedsin 2008 and an average
of 36 bedsfor allaccommodatiorestablishmentsersus34 bedsin 2008).

Giventhat the increasein bedswaslesspronouncedthan the increasein total numberof nightsspent(10%versus19% respectively) Greekhotels
improvedtheir occupancyrates Specificallyafter a slight slowdownin the beginningof the crisis(20082012), hotel occupancyrates during the
monthsthat hotelswere open (circa6 monthson average)grewto 53%in 2016versus43%in 2012 thoughstill remainingbelowthe averageof the
maincompetitor Mediterraneandestinations

Theincreasein occupancyrates wasreflected in the trend of pricesfor individualtourists (who accountfor 45% of total nights spent by foreign
tourists in Greekhotels),which grew by 23%in the period 20132015 following a declineof 14%in 20082013 Asa result of this increase high-
seasorpricesin Greekhotelswere almost25%higherthan thoseof the main Mediterraneancompetitorsoverthe lastthree years(datafrom online

bookings)
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Higher demand combined with improved quality was reflected in the sector's financial results, bringing operational

profitability close to 25%

Main financial aggregates
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¢ Tosumup the foregoingeconomicimpacts,salesby Greekhotels grew by 18% in the period

20082015 reflecting a correspondingincreasein the number of nights and stable prices (i.e.

pricesmovingup for individualtouristsanddown for travelagencies)

¢ Total operational cost of Greekhotels followed a similar trend to sales,sincethe improved

guality of hotel serviceswhich (besidesinvestmentsin fixed assets)led to higher operational

cost for purchasef goodsand serviceg58%in the period 20082015 was partially offset by

reductionin labourcost

¢ Giventhese conditions,operatingprofit marginsreturned over the last four yearsto pre-crisis
levels(24% in 2015 from the low 20%in 2010, and 25% in 2008, though representinghotel
operationswith lower wagesand higherquality of servicessomparedwith pre-crisislevels
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Nevertheless, 2016 was impacted by a combination of negative shocks (i.e. instability in the wider region and delayed
iImpact of capital controls) that put pressure on prices...

Trend of average daily expenditure ¢ Theupwardtrend in the sectorwassubjectto a combinationof shocksn 2016 putting a temporarybrake

19, by type of booking on its growth momentum Specificallythe imposition of capital controls and conditionsof high political
° 0,7% L . . . .
0% uncertainty in Greecein summer 2015 meant that hotels were in a disadvantageougposition when
Tg" —" -0,4% -1,1%l -0,3% negotiatingpriceswith agenciedor the 2016 packageswith the result that priceswere forced down by
(=]
@ 'Ft 8% 80/0.
$3 . . -8%
7w 2% 9A4% -10% -10% ¢ Alongwith the high uncertainty among hotel ownersthat led them to arrange early bookingsat low
=
Accommod.  Other prices,the unstableclimatein Turkey(combinedwith increasedmigrationflows) createdfurther pressure
jjgjndi.m (100%) (30%) (9%) exf;;) on individualbookingsaswell, thus pushingpricesof online salesdown by 10%in 2016 (and 16%for the
Total Tour individual travellers highseason)impactinglikewiseoverallpricesin the sector.

expend.  operators

¢ Thisdeclinein prices,combinedwith a lower rate of foreign tourists stayingin hotels -- as opposedto

2008-2015 W 2016 . . . . . .
rented roomsor homes-- duringtheir stayin the country (accountingfor 41% of nights spentby foreign
* including i) expenditure other than accomodation for tourists

staying In hotels and i) total expenditure of tourists not staying touristsin 2016versus42%in 2015, servedto pushdown averagedaily expenditureby foreign tourists
inhotels by 9.4%(to €67 in 2016from €74in 2015).

Source: Eurostat, Bank of Greece, NBG estimates
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... and put a brake on growth of foreign tourist bookings at Greek hotels
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¢ With regardto arrivalsin 2016 the conditionsof political uncertainty prevailingin Turkey led to

lossesof 11 million foreign tourists from the Turkish market (of which approximately oy are
estimated to have sought hotel accommodation) The country that benefited most from this
redirection of tourist flows was Spain,where high room occupancywas boosted by 10% in 2016
(versus6%in 2015 dueto the growth in foreigntourist arrivals,alongwith a correspondingncrease
in receipts(sincepricesremainedvirtuallyunchanged)

Onthe other hand, under the pressureof instability in the region, foreign tourist arrivalsat Greek
hotels fell by 2% (i.e. 0.3 million tourists), thus reducingthe country's shareof the Mediterranean
hotel marketto 8%in 2016vs 8.4%in 2015 (endingthe sustainedupward trend of Greece'sshare
after 2012 whenit stoodat 7%).

It is worth noting that Greekhotels managedto offset the declinein foreign tourist arrivalswith
Greek tourist bookings,thereby posting relatively unchangedtotal arrivalsin 2016 while room
occupancyalsoremainedunchanged

Average occupancy rate of hotels in Annual change in tourists staying
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Apart from occasional fluctuations, daily tourist expenditure in Greece seems to remain at a relatively low level...

¢

More important than the shortterm fluctuationsin daily tourist expenditure(half of whichis spentat the hotels)is the fact that over the pastdecadeit
hasremainedat circae70 (approximatelye95 for tourists stayingin hotels and €55 for the rest) - an amount significantlylower than the averagein

competitorcountries

Specificallysincethe measurementof tourist expenditureis been conductedusinga different methodologyin eachcountry, the estimateson tourist

expenditurein the various destination countries are not comparable In this light, we constructedan Index of Daily Tourist Expenditurefor each
destination country usingthe data as measuredby the countriesof origin of the tourists. Accordingto our estimations,the averageEuropeantourist

spendsl5%lesson a daily basisin Greecethan in competitor destinationcountries(and 34% lessthan total tourist destinations) Note that the average
shareof foreigntouristsstayingin hotelsin Greeceis on averagecloseto the shareof competitordestinationgcirca40%in termsof nights)*.

Asregardsthe lengthof stay,despitethe fact that the total tourismflowsin Greecefollow the internationaltrend for fewer overnightstays,the reduction
of the length of stay mainly concernstourists stayingin accommodatiorestablishmentsther than hotels (with an estimateddecreaseof 38%in 2008
2016 while the number of overnightstaysof foreigntouristsin Greekhotels seemsto havedeclinedonly slightlyto 5.2 daysin 2016 versus5.4 daysin

2008(dueto anincreaseccontribution of individualtouristsstayingfor fewer daysversusvacationpackages)

Length of stay of foreign tourists

Average daily expenditure Index of Daily Tourist Expenditure®
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... and reflect the tourist quality mix in Greek hotels

¢ Turningto the progressover time of the foreign tourist mix in Greece,we note that the quality
improvementin terms of supplyhasnot beenaccompaniedy a correspondingquality improvementin
the mix of foreigntourists,mainlydueto two adversefactors

100% The share of tourists from high-spendingcountries (North America, Australia, West Europe)is

v
75% i gradually decreasingdue to the surgein tourist flows from SEEurope countries (whose share
50% reached 11% in 2016 versus 4% in 2005 after (i) the improvement of the relevant road
25% infrastructures(border stations and EgnatiaOdos)and (ii) the increasein per capita income of

0% .
thesecountries
v Atthe sametime, Greeceover the pastsixyearshasraisedits shareof the Mediterraneanarrivals

Regions of origin of tourists
staying in hotels

% of tourists

2005 2010 20161 2005 2010 2016

Greece Competitors*®
0 0 . — . : ,
B North-West Europe B Mediterranean market (to 8% from 6%), by gainingshare from destinationsof low tourist expenditure (mainly
South-East Europe N.America-Austr.-Russia countriessuchasN. AfricaandTurkey)
M Asia Other
* Italy, Spain, Portugal, Cyprus, Croatia, Turkey ¢ Thedeterioration the quality mix of the tourist flows is supportedby NBGsurveyof a sampleof 200

Source: Eurostat, Turkey Statistics, NBG estimates

SMEdotels,who sawa reductionin their shareof highrincometouristsin the period 20082016 (from
27%to 23%of their foreignvisitors)
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NBG survey indicates that the deterioration in the tourist mix has not been uniform across all hotels ...

¢ Focusingon the theme of the qualitative compositionof tourists, we note that the deterioration of the tourist mix in Greekhotels hasnot been
uniform. More specificallyon the one handwe havethe dynamichotel SMEScomprising53% of the sectorin terms of salesor 26%in terms of
number of businesses)which achievedincreasedsalesduring the period 20082016 standingout both for the high participation rate of high-
incometouristsandtheir marginalimprovement(28%in 2016versus27%in 2008). At the other end of the spectrumstandthe weakerbusinesses
(comprising9% of the sectorin terms of salesor 25% in terms of number of businesses)which sawtheir salesfalling during the sameperiod,
showingon one hand a high participationof low-incometourists amongtheir clientele (29%in 2016 and on the other hand a constantlyfalling
participationrate of highrincometouriststhat are beingreplacedby thoseof low-income(just 12%in 2016versusl8%in 2008).

¢ Thisqualitative diversificationalso had an impact on room prices,with dynamichotels increasingtheir price spreadin comparisonwith weak
hotelsto 115%in 2016versus23%in 2008

¢ Itisimportantto underlinethat a hotel's dynamismis not just a matter of size Indeed,the more dynamichotels are mostly largerin size,though
40% of smallhotels alsofall underthis categoryof hotelsreportingincreasedsalesduringthe period 20082016 (versusa 60% sharefor medium
sizedhotels)

Segmentation of the small and Tourist quality in Greek small and Room price: Segments’ comparison*
medium sized hotels market medium hotels: Segments’
- comparison
=)
- B Dynamic =]
2] v =]
uU'l_‘ 60% hotels* ‘u_"; b 2 ?%Izgl}“ 2 E
E Stable hotels* 3 e - i
i s o = = =
2 43% £ % - <
R . o 9N B p3 R E B s
= 35% Weak hotels S = E = = o
ES 99 16% o
5% X 4% 14 % 12 Hotel SMEs| Dynamic  Stable Weak
Hotel SMEs| Small Medium 08 16| '08 '16 08 '16 '08 '16 hotels hotels hotels
* Hotel tj‘l\,rhnahmism i.s defir}ed l;ase: on its sale glr]oa..vth ove; 2008- Hotel SMEs| Dynamic Stable Weak 2008 m 2016
2016, with the cutting pointsfor the segments being +/-1% hotels hotels hotels . o
average annual change . ) . o high season room price index, as base year has been used
The data refer to the period 2008 -2016 Low income m Medieum income M High income the average room price of the tourism sector in 2008

Source: NBG Survey Source: NBG survey Source: NBG Survey
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... but mainly derived from poor quality hotels in terms of infrastructures and services, which sought to boost their sales
by attracting lowincome tourists from abroad...

¢ Themore dynamichotel SMEs(with a positive salestrend, premium room rates and high-quality tourists) rely on the higher quality of their
infrastructureand servicegprovided(asindicativelyreflectedin the highratio of brandedproductsincludedin the mealsoffered).

¢ Onthe other hand,the weakerhotels, beinglessoutward oriented (with circa60% of clientelebeing Greeksyersusunder 30%in the caseof the
dynamichotels),faceda severeneedfor rapid enhancemenbf performancedueto the waningdomesticdemand However the poorer quality of
their infrastructure (with just 27%are 4-star or over, comparedwith 74%in the caseof thosethat haveexperiencedncreasedsales*),combined
with the lower quality servicesoffered to their visitors,hasadverselyaffectedtheir ability to attract high-incometourists from the traditional and
economicallydevelopedEuropeamarkets,forcingthemto switchto the marketsof the Balkansand EasterrEurope

¢ Accordinglythe impactof theseweakhotelsis two-pronged Onthe one hand,they serveto increaseforeigntourist arrivalsbut at the sametime
they havean adverseeffect on the quality mix of foreigntouristsin Greece

Quality of SME hotels’ Quality of SME hotels’ services: Extroversion of SME hotels:
infrastructure: Segments’ Segments’ comparison Segments’ comparison
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86% -
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* NBG's field survey data are weighted on the basis of sales, and accordingly are not comparable with the correspormfitfieddédienic Statistical Authority.



... a conclusion that is also confirmed by regional data on Greek tourism

Greek hotels extroversion
(change in 2008-2015)

¢ Basedon a businessdata analysisfrom the ICAPdatabase,we concludedthat poor quality hotels are

overwhelminglyconcentratedin certain regions(mainlyin Northern Greece),.e. 1/2 in Macedoniaand
Thraceversusl2%in Creteandthe SouthAegearnin termsof SMEnumbers
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High seasonality is the second structural problem of Greek tourism...

¢ Besidedow daily expenditure,a significantfeature of Greektourism is high seasonalitywith 19
Seasonality of nights spent in hotels over3/4 of foreignii 2 dzNdveiiniglitsaysbeingin JuneSeptember(versuss0%for its main
by type of tourist competitors) The problem is mainly on island locations (covering 3/4 of foreign (i 2 dzNJ& a 4 & Q

. 80% 63%  cqy e 0% stays),where seasonalityexceeds80% of overnight staysduring the 4 high-seasonmonths
E g 60% (comparewith respectiveseasonalityof circa50%for urbandestinations)

E % a0 ¢ Asaresultof highseasonalitythe annualoccupancyate in Greeceis low, amountingto 27%

éﬁ E 20% of beds(includingthe monthswhen hotelsremainclosed),comparedwith 40%on averagein

s 0% srecce Compet”| Gresce Compet. competitorcountries

Residents Non residents ¢ Inorderto copewith the problem of intenseseasonality Greekhotelsresort to significantly

2009 W 2016 increasingtheir pricesduring Julyand August,considerablyhigherthan in low-season(up by

* ltaly, Spain, Portugal, Cyprus, Croatia 60% on the islandsand 23% in urban destinations) As a result Greekhotel pricesin July

Source: Eurostat, NBG estimates Augustare 12%higherthan thoseof their competitors(while 15%lower duringthe remaining

months)
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... and tends to limit the return on hotel investments, despite the profitability generated by high prices in the summer ...

¢ Highseasonalityof demandin Greekhotelsis reflectedin their financialperformance particularlytheir low fixed assetturnover (0.34 compared
with 1.00 for Europeanand 0.48 for Mediterraneanhotel SMESs) The above performanceis partially offset by the high-seasonpricing policy,
which generatesfor Greeksmalland medium hotels high annual operating profitability of 25% versus11% in Europeand 15% for their main
Mediterraneancompetitors Since2010, operatingprofitability hasbeenfollowing an upward trend on the backof rising prices,resultingin full
recovery(from the fall in pricesof the previousperiod) and stabilizationto pre-crisislevels Note that high profit marginsmay partially reflect the
fact that, due to high seasonality Greekhotels remain open fewer months comparedwith competitor destinations (i.e. 5 monthson average
versusy).

¢ Accordingly high profit marginshelp narrow the gap between Greeceand Europeas regardsthe performanceof tourist infrastructure, which
from 60%lower in terms of salesper fixed assetsunit endsup 8%lower in terms of operatingprofitability per fixed assetsunit. In spite of closing
the gap, Greekhotel SMEscould achievemuch better performanceby extendingthe tourist period, taking advantageof their higher profit
marginsthat are anindicationof the highernaturalcompetitivenes®f the Greektourist product
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... with profitability being even higher at the hotels on the islands
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