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Noema Advisors 
 

Noema Advisors is a consultancy firm offering political risk and macroeconomic analysis. Our main 

activities cover the following areas: 

• Political Risk Assessment – This is considered of critical value to any private investor 

considering investing in Cyprus. The assessment is based on a deep understanding of political 

developments, thorough reviews on the roles of key institutional players (either state or 

private), electoral forecasting and analysis, and reviews of inter-state relations and regional 

developments.  

• Ad-hoc analysis on macro-economic developments and the regulatory and institutional 

framework that applies in Cyprus.  

Through our analysis, one will be able to acquire a better understanding of developments on the 

island, political as well as economic (including among other the Cyprus Problem, the country’s foreign 

relations, financial and investment opportunities, etc) and identify investment opportunities while 

highlighting the relevant risks. 

In addition, Noema Advisors offers a monthly report covering developments in the following sectors: 

• Politics: Covers political developments at the national level, the country’s foreign relations, 

regional and international developments that may have an effect on Cyprus. Specific 

reference is made to the state of the negotiations for resolving the Cyprus problem. 

• Economy: Reviews the state of public finances, macroeconomic and sectoral trends such as 

tourist and real-estate sectors. Particular emphasis is placed on the country’s financial sector 

and the progress on non-performing loans. The report includes tables, figures and key 

statistics. 

• Energy: Covers developments in the oil and gas sector in Cyprus, and specifically the ongoing 

explorations within Cyprus’s Exclusive Economic Zone (EEZ) and the progress reported by the 

companies engaged in this process. Regional developments are also covered. 

Upon request, Noema Advisors offers additional in-depth analysis to the developments, tailor-made 

to meet the client’s needs. 
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Disclaimer 
 

No part of this report should be construed as professional advice or recommendation for investing in, 

purchasing or selling any asset or security and the author and/or publisher take no responsibility for 

any loss or damage suffered as a result of reliance on the contents of this report. The author and/or 

publisher confirm that, to the best of their knowledge, this report does not contain any material non-

public information, nor does it contain information breaching any duty of confidentiality.  

All rights reserved. No part of this report may be reproduced, stored in any retrieval system or 

transmitted in any form or by any means, without the prior permission of the publisher, unless 

expressly permitted by law or licence or other specific terms agreed upon with the publisher. 
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Executive Summary 
 

Political Developments 

• In recent months, Cyprus has, in relative terms, been affected more than any other EU 

Member State by the increasing number of asylum seekers. The de-facto division of the island 

has accentuated the difficulties in dealing with this issue, while the Government has appealed 

to its EU partners for a response at the European level- otherwise a comprehensive solution 

cannot be reached. 

• The underlying conflicting geopolitical approaches of the two main political parties (ruling 

party DISY and main opposition party AKEL) have surfaced as the US and Russia are trying to 

mark their spheres of influence in the region. Developments and the current state of play in 

the region have allowed the government to pursue, in coordination with the US, a deepening 

of relations between the two countries, while opposition parties emphasise the need to 

respect the long-standing positive role of Russia in supporting the positions of Cyprus in the 

Security Council and the strong, historic relations between the two countries.    

• The trilateral format of cooperation developed between Cyprus, Greece and other countries 

in the region has drawn attention by global players (e.g. the US and France) that have vested 

interests in the area and are positive in participating in efforts that seek to enhance security 

and stability. Therefore, the extension of the trilateral partnerships on specific issues, such as 

energy and security, to include other countries is a possible scenario and something favoured 

by Cyprus.    

• The opening of the Embassy of the Kingdom of Saudi Arabia follows the opening of the 

Embassy of Cyprus in Riyadh in 2015 and reflects the goal of both countries to enhance their 

relations. The rift between Saudi Arabia and Qatar in the Gulf Governing Council, the siding of 

Qatar with Turkey and its support to the Muslim Brotherhood cannot be examined in isolation 

of the improved relations between Saudi Arabia and Cyprus. 

• The coming months are considered crucial for the Cyprus Problem. The Government has 

prioritised the renewal of the mandate of UNFICYP by reaching out to all permanent members 

of the UN Security Council, while at the same time it has confirmed its readiness to engage in 

a revived negotiation process. This may not prove enough to convince the UN Secretary 

General (UNSG) to actively participate in a renewed negotiations effort. The next steps of the 

UNSG will depend greatly on the report of his Special Envoy Jane Hall Lute, expected to be 

finalised in the coming days. Up to now he has opted for a cautious stance on the Cyprus 

Problem and has reserved from making any public statements.  

 

Economic Developments 

• The upgrading of the Cypriot economy to investment grade by Standard and Poor’s, 

announced after taking into account the deal between Hellenic Bank and CCB, is considered a 

vote of confidence to the Government’s economic policy, and allows to the government to 

borrow cheaper.  Positive macroeconomic indices are forecasted for the coming years by S&P, 

though the high levels of public and private debt, along with the stock of NPEs, still remain a 

great concern for the rating agency.  
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• The fifth post-programme surveillance (PPS) mission notes the cyclical upswing of the Cypriot 

economy yet it stresses that certain risks still continue to threaten recovery. Special emphasis 

is placed on the positive effects from the Hellenic Bank – CCB deal yet it also notes potential 

downsides from the deal and the need to secure the successful integration of CCB into HB. 

• Key Macroeconomic Indices: 

o Annual GDP growth rate in Q2 2018 is close to 4% and nearly double the EU average 

o Annual Inflation rate for August 2018: 1.7% 

o Annual Employment growth for Q2 2018: 4.3%  

• The 2019 Budget approved by the Government shows a surplus (3% of GDP) yet it is not 

considered austere since it provides for increased public spending.   

• In the Financial Sector the available data on loans and deposits do not yet cover the Hellenic 

Bank (HB) – CCB deal and therefore there is no significant change noticed in the level of NPEs.  

• HB, now the second largest financial institution on the island, posted €35m net profit in the 

first half of 2018 and has stressed its commitment to pursue the successful integration of the 

CCB operations recently acquired and in further reducing the level of NPEs, possibly with 

another sale of a non-performing loan portfolio. 

• The tourism sector has enjoyed increases both in revenue and arrivals of tourists, despite a 

drop in arrivals from Russia and Israel (the second and third most important countries 

regarding the number of tourists travelling to Cyprus). This confirms that there has been an 

expansion to new markets and a diversification regarding the origin countries of the tourists 

travelling to Cyprus 

• Building permits have recorded an overall increase in the first half of 2018. This is a positive 

construction sector development since permits constitute a leading indicator for future 

activity. 

 

Energy Sector 

• A Bilateral Agreement between Cyprus and Egypt for the underwater natural gas pipeline 

was signed with the prospect of transferring gas from Aphrodite field to Egypt’s liquefaction 

plants. The agreement has the blessing of the EU which seeks to diversify its dependence on 

natural gas. Still significant steps are pending before the government actually starts to enjoy 

a financial return from the selling of its natural gas. 

• The EastMed project is still assessed by the relevant technical committees that will determine 

the feasibility of the project. In case of a positive assessment it has been reported that an 

intergovernmental agreement may be signed during the Trilateral Summit to take place in 

Israel in December 2018, where apart from the other member countries of the cooperation 

(Greece and Cyprus), Italy will also be invited to participate. 

• Exxon Mobil is expected to carry out its two explorative drills in Block 10 before the end of 

the year, though an exact date has not yet been announced.  

 

 



 

7 
 

I. POLITICAL DEVELOPMENTS 

 

A. Developments at the national level (Government, Parliament, 
Judiciary and other significant state institutions) 

 

Cyprus requests European solidarity over increasing number of refugees 
 

Eurostat data on asylum-seekers for Q2 2918 

Eurostat released on 25 September 2018 data (Link) regarding the number of first-time asylum 

applicants in Q2 2018. Overall there was a 4% increase compared to Q1 2018 (from 131,400 the 

number increased to 136,700). Cyprus recorded the highest number of first-time applicants relative 

to its population. Eurostat notes: Compared with the population of each Member State, the highest 

rate of registered first-time applicants during the second quarter of 2018 was recorded in Cyprus (1 

656 first-time applicants per million population), followed by Greece (1 521), Malta (889) and 

Luxembourg (703).  

Commentary:  
The inflow of asylum seekers has remained persistently high as the conflict in Syria has not been 
resolved. Cyprus is the closest European destination for the people fleeing the country. Syrians 
continue to be the largest group of persons seeking international protection in the EU.  
Those reaching the government-controlled area come either:  
(1) directly by boat, or  
(2) through the Turkish occupied areas, where the government has no effective control.  
Undoubtedly, the de-facto division of the island has further impaired the government’s efforts to 
manage this issue and has made European assistance even more necessary. Migrants and persons 
in need of international protection do not seem to have any problem to reach the occupied part of 
the island or cross to the government-controlled areas. 
 

 

EU Commissioner for Migration, Home Affairs and Citizenship visit to Cyprus 

On 18 September 2018, the EU Commissioner Dimitris Avramopoulos visited Cyprus and met with the 

inter-ministerial committee set up to deal with immigration/refugee issues (the committee is made 

up of Ministers of the Interior Petrides, Foreign Affairs Christodoulides and Justice and Public Order 

Nicolaou). The Cypriot officials had the chance to express their concerns regarding the increasing 

number of refugees from Syria that are expected to rise further given developments in Idlib. 

Furthermore, the Minister of Interior highlighted that a political decision at the European level is 

necessary in order to effectively deal with the problem and provide the necessary assistance to Cyprus.  

The EU Commissioner assured that the EU is closely monitoring developments and is committed to 

offer the required assistance. An EU technical committee has already been sent to Cyprus to assist 

with the handling of the situation. 

The EU Commissioner also met with the President of the Republic and assured him that the EU 

Commission is standing by Cyprus for dealing with migration and security challenges. President 

Anastasiades also raised the issue during the informal meeting of the European Council in Vienna. The 

European leaders acknowledged the concerns and promised to offer their support in addressing the 

problem. 

https://ec.europa.eu/eurostat/web/products-eurostat-news/-/DDN-20180925-1
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B. Foreign Relations 
 

The President of the Republic of Cyprus under his dual capacity as Head of State and Head of 

Government, undertakes regular Official/ Working and State Visits abroad, participates in the 

meetings of the European Council, the United Nations General Assembly High-Level Segment (on an 

annual basis), while due to the initiative of the Government to promote cooperation with other 

regional actors, hosts and participates in Trilateral Summits (trilateral cooperation has been 

established with Greece-Egypt, Greece-Israel, Greece-Jordan). 

 

i. Bilateral 
 

Cyprus a valuable partner to the US  

 
On 17 September 2018 The new Ambassador of Cyprus to the USA Marios Lyssiotis, presented his 

credentials to the US President (POTUS), Donald J. Trump. President Trump’s comments during the 

ceremony at the White House, made the headlines in the Cypriot media. According to the Press 

Information Office, besides the potential for strengthening bilateral relations, the POTUS described 

Cyprus as a “valuable partner in a vulnerable region”, adding that he believes that closer cooperation 

between Cyprus and the USA could benefit both nations in political, economic and security affairs 

(Source PIO – Link) 

 

Cyprus-Russia: Neofytou interview and Russian Embassy reply 
 

In an interview to Phileleftheros newspaper (9 September 2018 – Link) leader of ruling party DISY, 

Averof Neofytou made certain comments that led to an official reaction from the Russian Embassy. 

Also, main opposition party AKEL openly criticised Neofytou’s as expected following the clear stance 

of DISY leader the Cyprus belongs to the West. 

Averof Neofytou DISY Leader  
Phileleftheros Interview (9.9.2018) 

Russian Embassy in Cyprus 
Facebook Post (10.9.2018) 

Russia, which until now has been supportive 
towards Cyprus, has more interests and is 
eyeing Turkey, not only for political but also for 
energy reasons. One should be objective and it 
is only rational for them to focus on their 
national interests. 
 
… I am not disrespectful, I recognise the 
longstanding support from Russia. Even more, 
as the President of the largest political party in 
Cyprus I want to see the friendly relations with 
Russia to continue, as well as with the other 
permanent members of the UN Security 
Councul. But irrespective of whether some like 
it or not, Cyprus is an EU member and falls 
under the Western sphere of influence. 

Following the interview …, where he stated that 
Russia, developing its cooperation with Turkey on 
Syria and energy, supposedly steps aside from its 
approaches to the Cyprus settlement, we would 
like to confirm that our longstanding principled 
stance in favor of reaching compromise on the 
reunification of the island for the benefit of two 
communities on the basis of a bizonal, 
bicommunal Federation in accordance with the 
relevant UN resolutions has not changed. 
Moreover, our contacts with Ankara play into the 
hands of Cypriots, since they make it possible to 
bring this position directly to the Turkish 
leadership. Apparently, some partners of the 
Republic of Cyprus would like to drive a wedge 
between Russia and Cyprus in order to deter 
Russia in the Eastern Mediterranean region. 

https://www.pio.gov.cy/en/press-releases-article.html?id=3740#flat
http://www.philenews.com/eidiseis/sinentefxeis/article/578353/a-neofytoy-ta-pragata-idi-kinoyntai-sto-kypriako
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AKEL (traditionally espousing a critical approach over NATO) was also quick in responding to the 

comments of Neofytou and urged him to be careful when referring to other states, especially when it 

concerns a permanent member of the UN Security Council and a country with which Cyprus has 

traditionally excellent relations and the people and government share a longstanding friendship. The 

leaders of the two parties then engaged in a public debate, with the leader of AKEL advocating that 

Cyprus should not take sides in international relations, but instead develop relations with all countries 

based on a principled approach. DISY leader repeated that his initial comments where simply stating 

the facts (i.e. the strengthening of relations between Russia and Turkey in a number of areas) while at 

the same time highlighting the deteriorating relations between Turkey and the US.  

 

Commentary: 
The public dispute between the two political party leaders brings to the surface the conflicting 
geopolitical approaches the two parties have. This is expected to become more evident at a time 
when the US and Russia are trying to mark their spheres of influence in the Eastern Mediterranean 
and the Near and Middle East, putting pressure, either implicitly or explicitly, on regional actors to 
take sides. The Cypriot government’s commitment in further strengthening relations with the US 
(regarding financial, energy and security issues) in a coordinated manner, is causing concern to 
those that do not want the Cyprus-Russian relations to be jeopardised in any way.  
  
Russia: The Russian Embassy’s public intervention and its insinuation of a concerted effort to create 
a rift between Russia and Cyprus was a clear message to the US (and those in Cyprus that align with 
US interests) and the US attempts to strengthen its presence and influence on the island. It can also 
be seen as an effort to reach out to Cypriots who traditionally have been skeptical over US 
involvement in the region, due to its strong ties with its NATO ally Turkey. It is also worth noting that 
such a public intervention by an Embassy is not common practice.  
 
US: There are currently two US energy companies (Exxon Mobil and Noble) involved in Cyprus’s EEZ 
thus creating a convergence in interests for the US and Cyprus regarding energy developments. 
Given that the US traditionally provides a safety net to its companies operating internationally, it is 
expected that (at least to some extent) the US will remain seized with developments in the area. In 
addition, one may also note that Russia’s effort to increase its influence in the region has alarmed 
the US which consequently aim to secure their dominant role in the region. The nature and extent 
to which the US will take practical steps to deepen relations with Cyprus will be crystallised in the 
coming months, inter alia, after the meeting between the foreign ministers of the two countries in 
Washington (November 2018) which is considered a significant development on its own.  
 
Local reaction: The tense relation and the deepening row between the leaders of the US and Turkey 
has certainly made the public in Cyprus more open to idea of an enhanced bilateral relation with the 
US. Moreover, the deepening of bilateral relations between Greece and the US and the diplomatic 
tension between Greece and Russia carries some weight in shaping public opinion (especially given 
the fact that this development is occurring at a time when Greece is led by a left-wing government 
with a long-standing anti-NATO rhetoric).          
 

 

 

 

 



 

10 
 

Cyprus - Germany: Working visit to Berlin (10-11 September, Berlin) 
 

During his working visit to Berlin, FM Christodoulides held talks with FM Heiko Maas, and the Minister 

of State for Europe at the Federal Foreign Office, while he also delivered a speech at the Konrad 

Adenauer Foundation. During statements to the Press following the two FMs meeting, Maas 

expressed Germany’s support for the resumption of a negotiation process for the resolution of the 

Cyprus problem, praised the Cypriot Government’s clear pro-european stance and commended the 

trilateral mechanisms established in the region. 

 

Cyprus-Netherlands: Visit of the Dutch FM Stef Blok to Cyprus (6 September, Nicosia) 
 

The talks covered, inter alia, the issues of institutionalising a bilateral consultations mechanism 

between the two Foreign Ministries, an exchange of views on the situation in Syria, the Middle East 

Peace Process, and the trilateral cooperation mechanisms that Cyprus has established, together with 

Greece and countries in the region. Migration, energy, Brexit and EU relations with Turkey were also 

discussed. 

 

Cyprus-France: Visit of French FM Jean-Yves Le Drian to Cyprus (7 September, Nicosia) 
 

During the talks held at the MFA issues covered included the latest developments on the Cyprus 

problem, bilateral relations, migration and the latest developments in the area of the eastern 

Mediterranean. The energy sector was also covered, especially due to the participation of TOTAL in 

the exploration process in the Cypriot EEZ. During his visit FM Le Drian also held a courtesy call with 

President Anastasiades (in the presence of FM Christodoulides, Minister of Energy Lakkotrypis, 

Minister of Interior Pertrides) while also, decorated former FM Kasoulides with the Officer of the 

Order of the Legion of Honour. 

 

Commentary 
France has traditionally had an influential role in the Eastern Mediterranean region. Additionally, 
France has always supported the right of Cyprus to explore and exploit its natural resources, in 
accordance with European and international law. The involvement of French energy giant TOTAL in 
Cyprus’s EEZ is undoubtedly an added reason for France to pursue long-term stability and security 
in the region. Given that the tripartite partnerships can provide the basis for a permanent 
cooperation, one can validly argue that France’s involvement in these partnerships (at least on issues 
related with energy and security) will be beneficial to all parties involved.  
 

 

Cyprus-Saudi Arabia – Official opening of the Embassy of Saudi Arabia in Nicosia 
 

FM Christodoulides received the new Chargé d’ Affaires a.i. of the Kingdom of Saudi Arabia in Nicosia, 

Mr. Abdulmonem Almahmoud. The courtesy call took place on the occasion of the official opening of 

the Embassy of the Kingdom of Saudi Arabia in Cyprus on 12 September 2018. Issues discussed during 

the meeting: the importance attached by the two countries to the further enhancement of their 
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bilateral relations and the strengthening of their cooperation at a regional level, with a view to 

promoting peace and stability in the wider region from the Eastern Mediterranean to the Gulf, was 

confirmed. 

 

Commentary: 
The re-establishment of the Embassy of the KSA in Nicosia, follows the opening of the Embassy of 
the Republic in Riyadh in 2015.  The reciprocal opening of Embassies and the increased interaction 
between the Republic and the KSA, should be analysed through the lens of the overall situation in 
the region, including but not limited to Turkey’s siding with Qatar in the intra GCC rift, its role in 
Syria and its support of the Muslim Brotherhood. 
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ii. Trilateral Meetings 
 

Foreign Ministers: Cyprus-Greece-Israel (Israel, 13 September 2018) 
 

Issues on the agenda included the situation in Syria, and the Middle East in general, while special 

attention was given on promoting cooperation in the energy sector and specifically developing the 

Eastern Mediterranean pipeline. The strategic potential for the cooperation was once again 

highlighted.  PM Netanyahu noted, inter alia, that “it is important that all countries respect the 

territorial waters - internationally recognized territorial waters.”. (Source PIO – Link) This was the 

second visit of Christodoulides to Israel within six months.  

 

Foreign Ministers: Cyprus-Greece-Egypt (Egypt, 14 September 2018) 
 

Following the trilateral meeting with Israel, the Ministers of Foreign Affairs of Cyprus and Greece 

travelled to Egypt to meet with their Egyptian counterpart. As part of the meeting the three ministers 

discussed ways in further deepening cooperation and reviewed the progress in implementing several 

joint projects including the Euro-Africa Interconnector and developments in the energy field.  

The three Ministers also met on the sidelines of the UN General Assembly and further coordinated on 

the preparations for the upcoming trilateral summit to be held in Crete (Greece) on 10 October.  

 

Commentary - Assessing the potential of the trilateral cooperations: 
The trilateral partnerships established with neighbouring countries have been a focal point of 
Cyprus’s foreign policy and promoted as indicative of the country’s role as an anchor of stability and 
security in the area.  
 
This effort will gain further credibility and substance with the participation of other global players 
that have vested interests in the area (at least regarding certain specific issues).  
 
Therefore, reports in the local media that seek to link France with the Cyprus-Greece-Egypt trilateral 
and the US with Cyprus-Greece-Israel trilateral cannot be dismissed as irrelevant and unrealistic. 
  
Both France and the US have private companies operating in the Eastern Mediterranean and would 
be interested in seeking ways to enhance security and stability in the latter’s area of operations. One 
could, thus, foresee some form of quadrilateral arrangement with the involvement of these two 
countries.  
 
For France, Greece and Cyprus are already partner states within the EU and this is an additional 
positive factor if the country commits in participating in some form of cooperation by extending the 
trilateral cooperation on key issues of interest for the French government. For the US, its ongoing 
row with Turkey, the strengthening of relations with Greece and the friendly relations between 
Trump-Netanyahu are also contributing factors that could facilitate the involvement of the US in the 
CY-GR-IS trilateral. 
 

 

 

https://www.pio.gov.cy/en/press-releases-article.html?id=3659#flat
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iii. European and International Conferences/Summits 
 

Informal European Council (Salzburg, 19-20 September) 
 

President Anastasiades participated in the informal European Council organised by the Austrian 

Presidency, in Salzburg.  Issues on the agenda included BREXIT, Internal Security and Migration.  The 

continuous flow of migrants primarily from Turkey and the occupied areas (also other routes) to 

Cyprus in 2018, and subsequently Cyprus’ topping the list of first-time asylum applicants for both the 

first and second quarters of 2018 (1,656 applications per million of population for the 2nd quarter), 

has raised the importance of the issue of migration for the Government of the Republic, both 

domestically and at the EU level. 

 

73rd General Assembly of the UN – New York 
 

Statement of the President of the Republic (27 September 2018)  
 

Key highlights of the Statement (Source PIO – Link):  

• “My country, albeit being a member of the European Union, is however located at the 

epicentre of an area of extreme volatility and instability. Our quest is based in our vision and 

ambition to be a beacon of stability, predictability and creating synergies in promoting shared 

prosperity and stability for all”. 

• Indispensable role of peace-keeping forces: “We remain deeply committed to adopting 

necessary reforms in this pillar, we strongly believe that each peace-keeping operation should 

be evaluated on its own merit, based on actual needs and threats on the ground. The risks 

involved are far too grave to allow for any experimentations in this regard”. 

• “Only a viable and functional solution, in line with our EU membership and the best practices 

of democratic countries of the UN, can establish the conditions for achieving lasting peace, 

allowing my country to fully take its stride and for all Cypriots to live in a normal state and 

work together for the prosperity and security of all”. 

• “I remain strongly and truly committed to achieve a solution on the basis of the relevant UN 

resolutions and the European Union acquis, continuing the negotiations on the six-point 

framework that the UN Secretary – General has set as the basis for the way forward”. 

 

 

Commentary: 
The President’s statement received mixed reaction. 
On the one hand, the President of the Republic was praised for: 

• Underlining the role of Cyprus in the area as a source of stability and security and how this 
vision has developed through the establishment of trilateral cooperations; 

• Linking the solution of the Cyprus Problem with the EU. The implementation of the EU acquis 
communautaire (with no restrictions) as part of a solution has been a long-standing position 
of the G/Cs; 

• Highlighting the willingness of the G/C side to continue negotiations based on the Guetteres 
Framework – praised by some as a sign of commitment to move on the negotiations from 

https://www.pio.gov.cy/en/press-releases-article.html?id=3916#flat
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where they stopped in Switzerland summer of 2017, criticised by other since the framework 
is contradicting the EU acquis communautaire. The President was possibly responding to 
increasing pressures by Turkey to discuss the issue outside the UN framework, gradually 
introducing the concept of a two-states solution. 

 
On the other hand, criticism came from opposing sides (i.e. those that are considered ‘pro-solution’ 
and those that are considered ‘hard-liners’ on the Cyprus Problem) 

• Pro-solution critics noted the priority placed by the President in highlighting the invaluable 
role of the UN peace keeping forces on the island ahead of what seems to be a difficult 
challenge – the renewal of the mandate of the UN Peace Keeping Forces in Cyprus (UNFICYP) 
in a couple of months. Critics of Anastasiades note that the extending the presence of 
UNFICYP is part of the plan to maintain the status-quo without genuinely engaging in peace 
negotiations. 

• Hard-line critics noted that the President abstained from directly naming and accusing 
Turkey as the key cause behind the Cyprus Problem and, even more, the President did not 
refer to Turkey’s recent provocative acts, such as incidents in Cyprus’s EEZ where it illegally 
denied ENI the right to carry out explorative drillings. In addition, certain hard-liners noted 
that the President did not make reference to prior favourable resolutions of the UN Security 
Council.  

 

 

 

Meetings of President Anastasiades 

• King Abdullah II of Jordan – The two sides reaffirmed their commitment to further strengthen 

their cooperation in all areas of common interest. 

• Sergey Lavrov Russian Minister of Foreign Affairs – Following the meeting, the President 

noted it was a friendly and constructive meeting and underlined the excellent bilateral 

relations between the two countries. Furthermore, he commented on some of the issues 

raised with the Russian Minister (including the renewal of UNFICYP’s presence on the island, 

the influence that Russia can exert on Turkey given their improved relations so that progress 

can be achieved on the Cyprus Problem). 

• David Harris CEO of the American Jewish Committee (AJC) – The CEO of AJC noted the 

Committee values Cyprus’ role as democratic anchor in E. Mediterranean and strategic 

partner of Israel. The AJC stands with Cyprus against Turkish occupation of the island. 

• Representatives of the Permanent Members of the UN Security Council - The President 

raised the Government’s position on the necessity for UNFICYP to remain on the island and 

reconfirmed his commitment to engage in negotiations and continue from where the process 

was left at Crans Montana. During the meeting, the President highlighted that negotiations 

must take place on the basis of the UN Security Council resolutions in addition to the 

Guetteres framework. Direct reference to the UN SC resolutions was avoided in the 

President’s Statement at the General Assembly. 

• Isaac Tshuva Main Shareholder of Delek (Minister Lakkotrypis was also present at the 

meeting) 
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Meetings of Minister of Foreign Affairs  
 

The following meetings of the FM with counterparts that took place during the former’s visit to New 

York:  Algeria, Bahrain, India, Indonesia, Jordan, Iraq, Qatar, UAE, Libya, Morocco, Montenegro, 

Norway, Oman, Syria, Tunisia, Palestine.   

Additionally, FM Christodoulides met with the Secretary General of the League of Arab States, the 

CEO of the American Jewish Committee, the Secretary General of the Commonwealth and the 

Secretary General of the Union for the Mediterranean. 

Other significant meetings included: 

• Meeting with UAE FM Sheikh Abdullah Al Nahyan (New York, 27 September): On the side-

lines of the High-Level Segment of the 73rd UN General Assembly, FM Christodoulides held a 

bilateral meeting with the FM of the UAE.  The Ministers signed an agreement for the mutual 

recognition of driving licences, while FM Christodoulides accepted an invitation to visit the 

UAE on 15-16 November 2018 (Source MFA – Link) 

• Meeting with Assistant Secretary of State Wess Mitchell (New York, 25 September): 

According to a statement issued by the MFA, discussions focused on the situation in the 

eastern Mediterranean and Middle East regions, and fields of potential cooperation.  

Reference is also made to a soon to be announced visit of Christodoulides to DC, as well as to 

the interest of the US in the development of trilateral mechanisms of cooperation in the 

region. (Source MFA – Link). The visit of FM Christodoulides to Washington has been 

confirmed for 8 November 2018 and he is expected to meet with his US counterpart Mike 

Pompeo.  

• Meeting with Greek FM Kotzias (New York, 24 September 2018): The meeting took place in 

view of Greek PM Tsipras’ meeting with Turkish President Erdogan on 25 September, and 

Kotzias’ meeting with his British and Turkish counterparts (guarantor powers). After the 

meeting Kotzias referred to the establishment of a Secretariat for the trilateral mechanisms 

in which both Cyprus and Greece participate.  The seat of the Secretariat will be in Cyprus. 

• Trilateral Meeting with Foreign Ministers of Greece and Egypt – The three ministers 

coordinated on the upcoming trilateral Summit to take place in Crete (10 October 2018). 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.mfa.gov.cy/mfa/mfa2016.nsf/All/6AC769343D28C2B5C225831600208740?OpenDocument
http://www.mfa.gov.cy/mfa/mfa2016.nsf/All/85CF7022DE8CF4B0C2258314003BDC05?OpenDocument
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C. Developments in the T/C Community and Turkey 
 

Turkish Financial Crisis further deteriorates T/C standard of living 
 

The deteriorating economic conditions in the occupied areas are, as expected, one of the main topic 

issues of concern in the T/C media. The most relevant points: 

• Inflation spiraling out of control: Reflected in the annual rate of change for August which 

reached almost 30% (Source PIO - Link).  T/C daily KIBRIS (3 September 2018) (Source PIO - 

Link) noted that the cost of living for a family of four has increased by 500 Turkish lira within 

a month (end of July – end of August). The newspaper notes that the minimum wage has 

effectively lost 14.25% of its purchasing power.   

 

• Reactions by T/Cs to economic crisis: Trade unions have reacted with protests and strikes to 

the crisis that has been imported from Turkey due to the dependence the T/C administration 

has on Turkey. The trade-union platform has linked the response to the financial crisis with 

the need to reach a solution to the Cyprus Problem and thus eliminate dependence on Turkey. 

T/C protesters are harshly opposing the attack on the T/C identity by Turkey which can also 

be seen in the number of strategic sectors of the Turkish Cypriot economy (electricity, water 

and communication) that are being offered one by one to the Turkey’s capital market. The 

nationalists are in disagreement with the trade-union and have openly reacted to such 

rhetoric that is critical and doubts the role of Turkey in Cyprus.  

 

• Decrease in Turkish university students studying in occupied areas: The decrease of Turkish 

university students in the ‘TRNC’ is significant (from 11,000 to 8,000) and this has been 

attributed to the increasing cost of living in the occupied areas and to the number of private 

universities opening in Turkey (Source PIO - Link) 

 

• Reaction by Turkish officials to crisis in occupied areas: They have reiterated their support 

for the T/Cs and that actions will soon be taken in an attempt to guarantee the welfare of the 

T/Cs and at the same time, not allow for the G/Cs to take advantage of the situation. In the 

mean time Erdogan publicly refuses to acknowledge the financial difficulties currently faced 

by Turkey 

 

Turkey continues to promote Turkification of occupied areas 
 

Turkey has been committed in changing not only the demographic nature of the population in the 

occupied areas and strengthening its influence (military and financially), but it is also attempting to 

alter the identity the of T/Cs.  

• Turkey considers establishing military air and naval bases in occupied areas: T/C media 

reported that allegedly Turkey intends to establish a naval base in Trikomo and an airbase in 

Lefkoniko. In response to the reports Erdogan commented: “We do not have a problem as 

regards a base in the TRNC. Reaching there from our lands, reaching Eastern Mediterranean 

is a matter of minutes. Greece, however, has not such proximity. There is only the psychological 

https://www.pio.gov.cy/en/επισκοπηση-τουρκοκυπριακου-και-τουρκικου-τυπου-αρθρο.html&id=158
https://www.pio.gov.cy/en/επισκοπηση-τουρκοκυπριακου-και-τουρκικου-τυπου-αρθρο.html&id=157
https://www.pio.gov.cy/en/επισκοπηση-τουρκοκυπριακου-και-τουρκικου-τυπου-αρθρο.html&id=169
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aspect of this issue. From this point of view, if we feel the need, we may establish a base. […]” 

Turkish daily Yeni Akit newspaper (17.09.18) (Source PIO - Link) 

 

Commentary:  
Ahead of a possible revival of the negotiating progress, Erdogan has made it clear that Turkey 
is not willing to withdraw its military forces from the island. On the contrary he is only 
considering strengthening Turkey’s military presence something that may be considered as 
indicative of the intentions Turkey has for some sort of military presence on the island even as 
part of a solution reached. Undoubtedly, such an approach highlights the difficulties in a possible 
revived negotiation process, given the G/C long-standing stance on the issue of guarantees, 
security and foreign military presence on the island following a solution.  
 

 

• Secular educational system under threat: The Minister of Education in Turkey refused to see 

the so-called Minister of Education of the T/C administration following a decision by the T/C 

politician that aimed to preserve the secular nature of the educational system in the occupied 

areas (Source PIO - Link) 

 

• Turkish operations targeting FETO expand to Cyprus (Fetullah Terrorist Organization (FETÖ) 

is the group supposedly behind the 2016 coup attempt): Operations to arrest suspects of links 

to FETO organizations have been launched in the occupied area of Cyprus, as Erdogan’s 

authoritarian grip expands in northern Cyprus. According to Turkish Cypriot daily Nacak 

newspaper (12.09.18) (Source PIO - Link), “three persons, who were arrested yesterday in 

Keryneia as part of the operations, were brought before the district court of Keryneia after a 

police interrogation, where it was decided to remain under police custody for three days, 

while the police investigations are continuing” 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.pio.gov.cy/en/επισκοπηση-τουρκοκυπριακου-και-τουρκικου-τυπου-αρθρο.html&id=171
https://www.pio.gov.cy/en/επισκοπηση-τουρκοκυπριακου-και-τουρκικου-τυπου-αρθρο.html&id=160
https://www.pio.gov.cy/en/επισκοπηση-τουρκοκυπριακου-και-τουρκικου-τυπου-αρθρο.html&id=168
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D. Cyprus Problem Negotiations 
 

UN General Secretary has not committed to any new initiative 
 

Following the meetings (with both leaders) that took place in New York, the UN General Secretary 

abstained from committing to any sort of direct involvement or any new initiative in the efforts to 

resolve the Cyprus Problem. This might seem as a disappointing outcome, yet it was much expected 

by all parties prior to travelling to the UN 

What happens next? 

• The positions of the two sides remain unchanged. The G/C side wishes to restart negotiations 

from where these stopped in Crans Montana and on the basis of the Gueterres framework. 

The T/Cs see that it is pointless to keep insisting on a process that has been going on for 

decades and has yielded no tangible results and suggest that any new initiative must be within 

specific timeframe. Turkey on the other hand is advocating for a process outside the 

parameters of the UN framework. 

• Informal meeting between the two leaders: T/C leader Akinci had called President 

Anastasiades on the occasion of his birthday and it has been reported that the President 

suggested that two meet informally. There has been no confirmation of such a meeting.  

• President to inform political parties: President Anastasiades has called for a National Council 

meeting to inform the leader of parliamentary parties of developments on the Cyprus 

Problem. 

• UN Special Envoy Jane Holl Lute report: Lute has not finalised her report though she 

concluded a first round of meetings with all involved parties. The UN SG Special Envoy is 

expected to finalise her report prior to 15 October 2018 though it is not certain if she will 

engage in a new round of meetings prior to that. Lute’s final appraisal of  is considered of 

critical importance in shaping the next steps that will be taken by the UN.  

• The UN Secretary General, who is cautious in making any public remarks in relation to the 

Cyprus Proble, is expected to prepare his own report on the issue by mid-October and will 

present this to the UN Security Council on 30 October 2018. It is assumed that the UN General 

Secretary has already been briefed by Lute about her initial findings and whether there is 

potential to engage in a revived negotiation process.  

• UNFYCIP – Is there an end date? January 2019 remains a critical landmark for Cyprus as the 

renewal of the mandate of UNFICYP will be discussed and decided by the UN Security Council. 

One must also take into account public comments made on numerous occasions by G/C officials 

(including Chief Negotiator Mavroyiannis and Foreign Minister Christodoulides) that emphasise the 

imminent dangers from a protracted deadlock in the process and that we are nearing the end of the 

negotiation process as we have known it for the past decades within the UN framework and the basis 

of a bizonal bicommunal federation.  
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II. ECONOMIC DEVELOPMENTS 
 

A. Macroeconomic Performance 
 

i. Reports/Assessments on Cypriot Economy 

 

Cypriot Economy achieves much-anticipated upgrade  

 

Standard and Poors upgraded Cypriot economy to investment grade (to BBB- from BB+) (Source S&P 

- Link) and underlined the following: 

Positive Developments: 

• Growth prospects remain solid until 2021 enabling the government to alleviate its debt 

burden. 

• Measures by Cypriot policymakers to markedly reduce the stock of nonperforming assets in 

the banking system via: 

o Financial support (the bad assets of the state-owned Cyprus Cooperative Bank have 

been removed from the system as part of the acquisition of the CCB by Hellenic Bank). 

As part of the deal the banking sector’s NPEs will reduced to an estimated one-third 

of the total loans compared to one-half before the deal. 

o Legislative changes will support Cypriot banks' efforts to further reduce bad assets 

over the medium term have improved the sector's health and are likely to facilitate 

further recovery efforts. faster through foreclosure, viable restructurings, and the sale 

of loans and securitizations 

• The financial support to CCB brought to a halt the downward trend in government debt. It is 

foreseen that any additional financial state support to the banking sector will only moderately 

affect the sovereign balance sheet. 

• Cyprus' current account deficit has narrowed significantly since 2008, when it was about 15% 

of GDP, to 1.4% of GDP in 2017, with most of the improvement stemming from the narrowing 

of the trade deficit. 

 

Underlying concerns/threats: 

• The economy's high indebtedness highly leveraged both public and private balance sheets – 

S&P anticipate policymaking will remain geared toward the reduction of macroeconomic 

vulnerabilities, namely the high stock of public and private debt, and improving the financial 

sector's health 

• Despite recent developments, the banking sector's stock of NPEs remains large and its ability 

to attract financing at reasonable costs is likely to remain challenged for a while 

o Local financial institutions still face difficulty in accessing markets at a low cost. For 

instance, BoC priced a €220 million additional tier-one instrument to be issued 

privately with a coupon of 12.5%.  

• At a political level, in the base case scenario, S&P do not anticipate an escalation of tensions 

between Turkey and Cyprus over offshore exploration in the eastern Mediterranean Sea. 

 

https://www.standardandpoors.com/en_US/web/guest/article/-/view/type/HTML/id/2100507
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Key Figures/Projections 

 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 

Real GDP 
Growth 
Solid Growth 
Prospects 

(2.9) (5.8) (1.3) 2.0  4.8  4.2  4.0  3.5  3.0  2.5 

Unemployment 
Rate 
Further decrease 
expected 

11.9  15.9  16.1  15.0  13.0  11.1  10.0  9.0  8.0  8.0 

National Debt/ 
GDP Ratio 
After 2018 
expected to fall 

78.5  101.2  106.0  106.1  103.9  94.9  103.9  97.3  91.4  86.3 

CPI growth 
Stable at low 
levels 

2.4  (0.4) (1.4) (2.1) (1.4) 0.5  0.8  1.0  1.2  1.2 

 

Commentary  
The upgrade to investment grade by one of the main credit rating agencies was much sought and 
eagerly anticipated by the CY Government. It is worth noting that it is the first time since 2012 that 
one of the main credit rating agencies rated the country as investment-worthy. The beneficial 
effects from this development are tangible in a financial manner, but there is also a political aspect 
since it acted as a vote of confidence and a boost to the government which was under severe 
criticism regarding the deal between state-owned Coop and Hellenic Bank.  
 
Analytically the beneficial effects: 

• Cyprus is able to borrow at a cheaper rate since the government bonds offered are now 
rated by S&P as a product worth investing in. The yield on government bonds fell 
significantly following the S&P decision and the government swiftly went ahead to take 
advantage of the favourable circumstances by issuing a 10-year government bond (18 
September 2018). Market demand for the government bonds exceeded supply and the 
government managed to acquire 1.5 billion euros for an impressive rate 2.375%. Though 
the Cypriot government had regained access to international financial markets since 2014, 
this is the best rate achieved, reflecting the overall positive performance of the economy 
(Source: Public Debt Management Office Link). The lower interest rates have a direct effect 
on the country’s budget since the cost of repaying the national debt decreases. 

• Cyprus allowed to enjoy ECB stimulus scheme: Since the adjustment was completed in 
2016 without the government having gained an investment grade (a key condition for the 
ECB programme), Cyprus was not entitled to benefit from the ECB programme.  AS part of 
the programme, the ECB acts as consistent buyer for governments whose bonds have an 
investment grade (or are part of a programme) and effectively eases the pressure by 
keeping yields low. 

 

 

 

 

 

http://www.mof.gov.cy/mof/pdmo/pdmo.nsf/All/BDD79A383F8EF301C225830D002B64F1/$file/PRESS%20RELEASE%20-%20CYPRUS%2010YR%20EN.pdf
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Findings of the Fifth Post-Programme Surveillance Mission to Cyprus 
 

The finding of the Mission where published on 28 September 2018 (Source: European Commission - 

Link): 

Key remarks by the staff conducting the fifth post-programme surveillance (PPS) mission: 

• Strong cyclical upswing for economy: Strong and impressive growth rates, decreasing 

unemployment, while inflation remains subdued. Heavy reliance on construction and tourist 

industries. 

o Risks: reduced, but still very high, non-performing loans (NPLs), high private and 

public debt, and higher levels of uncertainty in the external environment. Specific 

reference was made to the sale of CCB to Hellenic Bank. 

Sale of Cyprus Cooperative Bank (CCB) to Hellenic Bank (HB) 

Positive effects Risks/Potential threats 

• Reduced uncertainty in the financial 
sector 

• Improved depositor confidence 

• Consolidation of the banking system 

• Reduction of NPLs - Around one third of 
total NPLs (or EUR 5.7 bn) were shifted 
from the CCB to the publicly-owned 
wind-down entity 

• CCB sale comes with very high costs for the 
government (fiscal implications related to the 
sale and orderly winding down of CCB have 
resulted in a large increase in public debt) 

• Management of the CCB residual entity – The 
final costs to the government will depend on the 
actual proceeds from the NPL workout by the 
residual entity and the potential losses under the 
Asset Protection Scheme 

• The full integration of CCB into HB 

 

• Impressive fiscal performance: Buoyant tax revenues, combined with prudent expenditure 

management (Headline and primary surpluses further increased in the first seven months of 

2018 compared to the same period in 2017). The sale of CCB was a setback to the 

government’s efforts. 

• Management of NPLs: NPL ration remains the second largest in the Euro Area. Positive 

developments: Sale of CCB, the envisaged large NPL sale by Bank of Cyprus (BoC), adoption of 

the legislative package to accelerate NPL resolution, which included amendments to the 

insolvency and foreclosure frameworks, legislation on the sale of loans and the adoption of 

the securitisation law, ESTIA scheme (scheme should mitigate moral hazard risks and fairness 

issues). 

• Structural reform momentum needs to be renewed in order to sustain strong economic 

growth (including comprehensive reform of the judicial system). 

 

 

 

 

 

 

 

https://ec.europa.eu/info/news/economy-finance/statement-staff-following-fifth-post-programme-surveillance-mission-cyprus-2018-sep-28_en


 

22 
 

ii. Growth  
 

GDP growth remains positive 

Comparing Q2 2018 with Q1 2018, the Cypriot economy grew by 0.8% (double the EU average). 

Examining annual change (Q2 2018 with Q2 2017), the growth rate of the Cypriot economy is nearly 

double the EU average and close to 4%. 

 

 Percentage change compared with the 
previous quarter 

Percentage change compared with the  
same quarter of the previous year 

2017 2018 2017 2018 

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

EA 19 0.7 0.7 0.4 0.4 2.8 2.7 2.4 2.1 

EU 28 0.6 0.6 0.4 0.4 2.8 2.6 2.3 2.1 

Cyprus 1.0 1.0 1.0 0.8 3.9 4.0 4.0 3.9 

 

 

 

Source: Eurostat (Link) 

 

 

 

 

 

https://ec.europa.eu/eurostat/documents/2995521/9102849/2-07092018-AP-EN/5ee25c3b-4e58-40df-9be9-7671859d6f37
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iii. Inflation 
 

Harmonised Price Index for August 2018: 1.7% 

Cystat announced (Link) that the Harmonized Price Index for August 2018 increased by 1,7% when 

compared to August 2017, while compared to July of 2018 has increased by 1,2%. For the period 

January-August 2018 the HICP increased by 0,4% compared to the corresponding period of the 

previous year. 

 

Source: Eurostat (Link) 

 

 

Source: Eurostat (Link) 

 

Commentary: 
In comparison with other EU countries the annual inflation rate in Cyprus was still below the EU and 
Euro Area averages. Nevertheless, it is obvious that since April 2018 the annual inflation rate is 
converging towards the EU/Euro Area averages with no negative rates (i.e. deflation) being 
experienced). 
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http://www.mof.gov.cy/mof/cystat/statistics.nsf/all/006FF40969A10E9CC22581AA0047A0C4/$file/Harmonized_Index_of_Consumer_Prices-Aug18-EN-170918.pdf?OpenElement
https://ec.europa.eu/eurostat/documents/2995521/9102879/2-17092018-AP-EN/ed017944-9d20-42c5-8fa2-0374ced49cce
https://ec.europa.eu/eurostat/documents/2995521/9102879/2-17092018-AP-EN/ed017944-9d20-42c5-8fa2-0374ced49cce
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iv. Unemployment 
 

Employment Growth 

The positive growth rates of the Cypriot economy are reflected in Cyprus’s impressive record regarding 

employment growth (i.e. the number of persons employed). 

 

 Percentage change compared with the 
previous quarter 

Percentage change compared with the  
same quarter of the previous year 

2017 2018 2017 2018 

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

EA 19 0.4 0.3 0.4 0.4 1.7 1.6 1.5 1.5 

EU 28 0.3 0.2 0.5 0.4 1.6 1.5 1.5 1.4 

Cyprus 1.6 1.0 0.7 1.0 4.5 4.4 4.3 4.3 
 

 

Source: Eurostat (Link) 

 

Number of persons employed continues to increase: 

• Comparing Q2 2018 with Q1 2018, the number of persons employed grew by 1.0% (double 

the EU average). 

• Examining annual change (Q2 2018 with Q2 2017), the employment growth rate of the Cypriot 

economy is nearly three times the EU average and comfortably above 4% (at 4.3%). 

    

 

https://ec.europa.eu/eurostat/documents/2995521/9102864/2-11092018-AP-EN.pdf/dfae4d76-b958-49bf-9ea8-0066bf7ea788
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B. State Finances 
 

i. Government Budget 
 

The Council of Ministers approved a surplus budget for 2019 – Key points of budget submitted by 

the Ministry of Finance: 

• Revenue of €8.5 billion and for an expenditure of €7.9 billion 

• Key figures regarding the budget: 4th consecutive year in surplus (3% of GDP) (60 million in 

2016, we had a surplus of approximately 350 million last year, and we expect a surplus of 

about half a billion this year and in 2019). 

• Though there is a surplus projected the budget is not considered to be austere since public 

spending increases while the government has provided for tax cuts. 

o There is an increase in public spending of about 3% in a way that allows the 

government to promote and implement a range of new projects and new policies. 

Government is committed in maintaining fiscal discipline. 

• National debt to be reduced to 99% by end of 2019. 

 

Commentary: 
The Government is highlighting the high growth rates of the economy and the falling unemployment 
that have been achieved in recent years. The benign macroeconomic performance allows the 
Government to enjoy increased tax revenue and, by opting for a disciplined approach, budget 
surpluses that allow for a reduction in the country’s, otherwise high, national debt. In relative terms 
the high growth rates allow for a further decrease of the ratio of national debt as a percentage to 
GDP ratio. 
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C. Financial Sector 
 

Bad loans in Cyprus steady at around €19.9 billion in May 2018 
 

According to CBC data released on 14 September 2018 (Link) with reference to April 2018 the key 

points relating to non-performing facilities are the following: 

• Total Facilities in May 2018 increased by 262 million (0.56%) compared to April 2018 and 

decreased by 433 million (-0.92%) compared to the beginning of the year.  

• Total Non-Performing Facilities in April 2018 increased marginally by 14 million (0.07%) 

compared to April 2018 and decreased by 648 million (-3.15%) compared to the beginning of 

the year. As a percentage to total facilities the non-performing facilities are 42.7%. 

• Provisions have remained rather stable (marginal decrease of 36 million) between April and 

May 2018. 

• Households held the largest part of NPFs amounting to €10.78 billion, whereas enterprises 

held NPFs of €8.84 billion.    

 

Summary of aggregate data for all credit institutions: 

 31/12/14 31/12/15 31/12/16 31/12/17 30/4/18 31/5/18 

 € mil € mil € mil € mil € mil € mil 

Total facilities  57.224 58.187 50.436 47.081 
46.38

6 

46.64

8 

Total facilities with amounts past due         

> 90 days 
22.015 20.994 17.400 15.719 

15.56

2 

15.65

9 

Total non-performing facilities 27.328 26.669 23.810 20.578 
19.91

6 

19.93

0 

Total non-performing facilities / Total 

facilities 
47,8% 45,8% 47,2% 43,7% 42,9% 42.7% 

Total restructured facilities  

of which: 

 

those that continue to be classified as 

non-performing facilities 

12.860 14.154 13.437 11.821 
11.28

3 

11.12

7 

9.234 10.718 9.759 8.461 8.273 8.284 

Total accumulated impairment 

(provisions) 
8.974 10.001 9.848 9.627 9.661 9.697 

Total accumulated impairment 

(provisions) / Total non-performing 

facilities 
32,8% 37,5% 41,4% 46,8% 48,5% 48.6% 

https://www.centralbank.cy/en/announcements/aggregate-cyprus-banking-sector-data-non-performing-facilities-data-with-reference-date-31-may-2018
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Commentary: 

• The data released by the Central Bank of Cyprus do not cover the period when (1) the deal 
was concluded between Hellenic Bank and the Cyprus Cooperative Bank and (2) the selling 
by Bank of Cyprus of a portfolio of non-performing loans (which included SMEs and larger 
corporations). As result the Non-Performing Facilities seem to be stable when comparing 
April and May 2018. 

• Furthermore, the increase in absolute numbers of NPFs in May 2018 (even marginally) can 
be attributed to the fact that many lenders are anticipating the ESTIA scheme of the 
government that is being discussed for some time now and is expected to be implemented 
in the coming months.  

 

 

 

Monetary Financial Institutions (MFIs) Deposits and Loans Statistics 
 

On 27 September 2018 the Central Bank of Cyprus released the MFIs deposits and loans statistics for 

the reference month of August 2018 (Link). 

Main trends: 

Deposits: There has been an increase for a second month in a row (though in relative terms the 

increase is less). Deposits are now €51.1 billion in total 

Loans: Since May 2018 loans have been decreasing. In August the value of loans fell to €45.9 billion 

 

 

 

 

 

 

 

https://www.centralbank.cy/en/announcements/monetary-financial-institutions-mfis-deposits-and-loans-statistics-27-09-2018
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Hellenic Bank: €35m net profit in first half of 2018 
 

Hellenic Bank announced its Financial Results for the first half of 2018. (Source Hellenic Bank – Link)  

• Profitability: The Bank recorded a Profit after Tax of €35.3 million (this has been favourably 

affected by gain on disposal of Cyprus Government Bonds in Q1 2018) compared to a loss in 

the first half of 2018 (€22.9 million) 

• Capital Adequacy: Capital ratios well above minimum regulatory requirements and compare 

well with EU average (CET1 ratio of 13,7% and Tier 1 ratio of 17,4%). The Bank is expected to 

proceed with a Capital Raise of €150 million, already approved by the EGM of 22 August 2018, 

by the end of the year in order to fund the business acquired via the CCB agreement. 

• Non-Performing Exposures (NPEs): NPEs have reduced organically for eleven consecutive 

quarters. The level of NPEs has been reduced to €2.110 million at 30th June 2018, down by 2% 

compared to the €2.162 million at 31 December 2017. NPEs provision coverage is at 61,9%. 

• The ratio will be benignly affected following the agreement with CCB and the number of 

performing loans added to Hellenic Bank’s portfolio. 

• Loans: Gross loans amounted to €4.086 million, up by 1% compared to €4.055 million as  at  

31 December  2017. In addition there is a high lending momentum → €328 million of loans 

approved during first of half of 2018 (up by 77% on a year-to-year basis). 

• Deposits: Total customer deposits amounted to €5,9 billion (31 December 2017: €5,8 billion) 

Following the deal with CCB, Hellenic Bank is now the second largest financial institution and the 

leading bank in the retail banking sector. The deposit market share rises from 12% to 31%, while the 

performing loan market share is multiplied from 7% to 22%. 

 

Commentary: 
The role of Hellenic Bank in the financial system, following the deal with CCB, has become more 
critical and more systemic. As a result, the successful implementation of the recent agreement with 
CCB is deemed of significant importance for the well-functioning of the economy of Cyprus.  This has 
also been highlighted by the Mission for the Fifth Post Memorandum Surveillance Programme as 
one of the key challenges facing the Cypriot economy.  
 
Otherwise, the Bank is committed to further bringing down NPEs in absolute numbers. In addition 
to the sale of the non-performing loan portfolio of predominantly non-retail unsecured exposures 
(worth €144 million) to B2Kapital Cyprus Ltd, the Bank is continuing its effort to carry out further 
transactions that will allow it to reduce its NPEs. While the effect on the NPE ratio from the 
acquisition of the performing loans by the CCB is positive, the challenge remains to decrease NPEs 
in absolute terms and thus bring down the ratio of NPEs even further. 
 

 

 

 

 

 

 

https://www.hellenicbank.com/portalserver/hb-en-portal/en/about-us/news--insights/latest-news/6mresults
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D. Tourism Industry 
 

Revenue from Tourism increased in June 2018 
  
  

On the basis of the results of the Passenger Survey (Link), revenue from tourism reached €357,7 mn 
in June 2018 compared to €347,2 mn in the corresponding month of the previous year, recording an 
increase of 3,0%. 
 
For the period of January – June 2018 revenue from tourism is estimated at €1.034,9 mn compared to 
€996,4 mn in the corresponding period of 2017, recording an increase of 3,9%. 
 
The expenditure per person for June 2018 reached €699,88 compared to €734,89 in the corresponding 
month of the previous year, recording a decrease of 4,8%. The expenditure per person/per day for 
June 2018 compared to June 2017 also recorded a decrease of 2,7%. A decrease of 2,2% was recorded 
in the average length of stay, from 9,3 days in June 2017 to 9,1 days in June 2018. 
 
The expenditure per person for the period of January – June 2018 reached €629,04 compared to 
€680,95 in the corresponding period of the previous year, recording a decrease of 7,6%. The 
expenditure per person/per day for the period of January – June 2018 compared to the period of 
January – June 2017 also recorded a decrease of 4,4% (from €75,66 to €72,30). 
 
 

Tourist Arrivals increased in August 2018 
 
On the basis of the results of the Passengers Survey (CY Stat – Press Release Link), arrivals of tourists 

reached 534.847 in August 2018 compared to 523.651 in August 2017, recording an increase of 2,1%. 

August 2018 had the highest volume of tourist arrivals ever recorded in Cyprus during the specific 

month. 

For the period of January–August 2018 arrivals of tourists totaled 2,719,622 compared to 2.517.887 

in the corresponding period of 2017, recording an increase of 8,0% and outnumbering the total arrivals 

ever recorded in Cyprus during the first eight months of the year (See Table below). 
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http://www.mof.gov.cy/mof/cystat/statistics.nsf/All/D8BF3A08E1E18EC2C22581AA00469A2E?OpenDocument&sub=1&sel=1&e=&print
http://www.mof.gov.cy/mof/cystat/statistics.nsf/all/562FF4AEF10F01A9C22581AA0047E27A/$file/Tourists_Arrivals-Aug18-EN-170918.pdf?OpenElement


 

30 
 

Tourist Arrivals and Revenue Data: 

PERIOD Arrivals of tourists  % Change Revenue (€million) % Change 

2017 2018 2017 2018 

JANUARY 62.611 75.867 21,2% 35,4 38,4 8,5% 

FEBRUARY 82.209 101.481 23,4% 46,6 52,7 13,1% 

MARCH 140.873 192.090 36,4% 86,1 110,0 27,8% 

APRIL 286.331 314.143 9,7% 189,6 181,4 -4,3% 

MAY 418.732 450.495 7,6% 291,5 294,7 1,1% 

JUNE 472.450 511.073 8,2% 347,2 357,7 3,0% 

JULY 531.030 539.626 1,6% 425,7 n/a n/a 

AUGUST 523.651 534.847 2.1% 423,6 n/a n/a 

SEPTEMBER 483.716 n/a n/a 371,0 n/a n/a 

OCTOBER 406.870 n/a n/a 277,1 n/a n/a 

NOVEMBER 144.676 n/a n/a 89,5 n/a n/a 

DECEMBER 98.924 n/a n/a 55,8 n/a n/a 

Total Annual 3.652.073 n/a n/a 2.639,1 n/a n/a 

Jan-Aug 2.517.887 2.719.622 8,0% - - - 

Jan-Jun - - - 996,4 1034,9 3,9% 

 

Tourist Arrivals with emphasis on three main countries of origin 

Country of 
Residence 

August January-August 

% of 
total 
tourists 

Tourist Arrivals 
  

% 
Change 

% of 
total 
tourists 

Tourist Arrivals % 
change 

2017 2018 2017 2018 

TOTAL 100,0% 523.651 534.847 2,1% 100,0% 2.517.887 2.719.622 8,0% 

UK 34,4% 185.831 184.228 -0,9% 33,8% 874.055 919.972 5,3% 

Russia 61,7% 119.829 113.599 -5,2% 60,0% 581.930 552.428 -5,1% 

Israel 36,9% 52.944 41.965 -20,7% 30,5% 186.596 168.475 -9,7% 

 

 

Commentary: 
While in the period January – August 2018 there has been a decrease in tourist arrivals from the 
second and third of the main countries of origin for tourists visiting Cyprus (i.e. Russia and Israel), 
overall there has been an increase in the number of tourists visiting Cyprus. This reflects the fact 
that Cyprus is attempting to become less dependent on traditional markets and is opening-up to 
markets such as Ukraine, Poland, Sweden, Finland, Denmark and other. Diversification regarding 
the origin markets for tourist arrivals is necessary in order to eliminate risks from over-dependence 
on specific markets. 
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E. Real Estate 
 

Building Permits increase for period January-June 2018 
 

The Statistical Service announced on 7 September 2018 (Link) that the number of building permits 

authorized by the municipal authorities and the district administration offices during June 2018 stood 

at 514. The total value of these permits reached €133,7 million and the total area 131,2 thousand 

square metres. These building permits provide for the construction of 506 dwelling units. 

During the period January – June 2018, 3.110 building permits were issued compared to 2.870 in the 

corresponding period of the previous year. The total value of these permits increased by 22% and the 

total area by 24%. Τhe number of dwelling units recorded an increase of 25%. 

Building permits constitute a leading indicator of future activity in the construction sector. 

 

TYPE OF 
PROJECT 

JUNE 2018 

No. of 
permits 

Area 
(m2) 

Value 
(€000's) 

Dwelling 
Units 

Residential 
buildings 

350  112.761   103.441   506   

Non-
residential 
buildings 

94  17.806   19.927     

TOTAL 514  131.186   133.698   506   

 

TYPE OF 

PROJECT 

JANUARY - JUNE 2018 JANUARY - JUNE 2017 

No. of 

permits 

Area 

(m2) 

Value 

(€000's) 

Dwelling 

Units 

No. of 

permits 

Area 

(m2) 

Value 

(€000's) 

Dwelling 

Units 

Residential 

buildings 

2.192  612.427   590.584   2.839  2.012  494.724   482.649   2.270  

Non-

residential 

buildings 

525  138.960   159.839    n/a 537  95.820   108.161   n/a  

TOTAL 3.110  753.615   788.761   2.839   2.870  597.134   655.348   2.270   

Annual 

Change 

↑9% ↑24% ↑22% ↑25%   n/a   n/a   n/a   n/a 

 

 

 

 

http://www.mof.gov.cy/mof/cystat/statistics.nsf/All/439F701AD310D777C22581AA0047241F?OpenDocument&sub=2&sel=1&e=&print
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III. ENERGY SECTOR DEVELOPMENTS 
 

A. Explorations  
 

Exxon Mobil exploratory drillings to take place in 2018 as planned  
 

The company’s vice-president for Exploration in Europe, Russia and the Caspian noted that Exxon 

Mobil is aware of the situation in the region and that existing problems are matters to be resolved by 

the governments in question. The company, instead, is focusing on the final stages of preparation for 

the two exploratory drills in Block 10. The drillings are expected to take place before the end of the 

year though an exact date has not yet been confirmed. (Source Kathimerini – Link) 

Block 10 is not challenged by Turkey and given that the US will protect the interests of its company, 

Turkey is not expected to impose any obstacles for the explorations to take place. Nevertheless, an 

expected reaction is for Turkey to carry out its own drillings with no one being able to predict if Turkey 

will be doing so within Cyprus’s EEZ or within its own. 

 

EastMed Project Developments 
 

The Eastern Mediterranean Pipeline natural gas pipeline is a project of significant  geopolitical 

importance since it will offer an alternative route for the supply of gas to Europe. Nevertheless, there 

are certain factors that still cause concern: 

• The natural gas reserves in Cyprus have not yet been confirmed 

• An alternative exists: The transfer of natural gas to Egypt’s liquefaction plants and then export 

it to Europe 

• The cost of the project may prove prohibitive 

Discussions on the EastMed are currently taking place at a technical level and the results of the 

working group are expected soon. Nevetheless, reports in the local media  outline that the final 

agreement for the EastMed project may be reached in 2018. Specifically, during the trilateral summit 

(Greece-Cyprus-Israel) taking place in Israel in December 2018 the involved parties may conclude and 

sign the intergovernmental agreement regarding the investment proposal for EastMed. In addition to 

the three countries, Italy is also committed to the implementation of the EastMed project, pending 

on the results of the technical committee that has been assigned the relevant feasibility studies. 

 

B. Extraction – Commercial and Intergovernmental Agreements 
 

Bilateral Agreement between Cyprus and Egypt on underwater pipeline 
 

On 19 September 2018 the agreement between Cyprus and Egypt for the underwater natural gas 

pipeline was signed in Nicosia between Egypt’s Minister of Petroleum and Mineral Resources, Tarek 

El Molla, and Cyprus’s Minister of Energy,. Lakkotrypis. The EU was officially represented at the signing 

http://www.ekathimerini.com/232834/article/ekathimerini/business/exxonmobil-exec-says-happy-to-be-in-cyprus-for-gas-drilling
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ceremony the Head of the International Relations and Enlargement Unit, of the Directorate-General 

for Energy of the European Commission, Anne-Charlotte Bournoville. 

 

Remarks by Cypriot Minister of Energy(Source PIO – Link) 

• Deepening bilateral relations between Cyprus and Egypt: First agreement of its kind in our 

shared region, reaffirming once more the close traditional ties between Cyprus and Egypt, and 

establishing, in the most formal way, our two nations’ strategic partnership in the energy 

sector 

• EU backs the agreement while it is expected to import the end product in the form of LNG: 

The Agreement and the planned pipeline it concerns, have the full support and backing of the 

EU. After all, we are essentially talking about a European pipeline, intended to transport 

Cypriot natural gas to Egypt for reexport to Europe in the form of liquified natural gas (LNG). 

through reexports of “Aphrodite” gas in the form of LNG, the pipeline will allow for the 

transport of the first molecules of East Med gas to the EU, thus contributing to the Union’s 

much sought-after security of supply and diversification of sources and routes. 

• Both communities in Cyprus to benefit: The agreement is a crucial step towards its goal to 

efficiently exploit the underwater wealth in its Exclusive Economic Zone (EEZ), and specifically 

gas from “Aphrodite” (in Block 12), for the benefit of all Cypriots 

 

Next Steps: 

1. Finalising the review of the initial commercial agreement between the consortium of 

companies assigned block 12 and the Cyprus Government following the request of the former. 

2. Completing the unitisation agreement between Cyprus and Israel (an issue that has been 

pending for years) due to the fact that Aphrodite field expands to Israeli’s EEZ. 

3. Agreement with the liquefaction plants in Idku and Damietta (in norther Egypt) that will be 

the recipients of the natural gas and responsible for liquifying it and from there to be exported 

to the EU. 

 

Reaction by the T/C administration (Source PIO Link) 

• The agreement represents a usurpation of the T/C rights 

• It is the result of unlawful unilateral action by the G/C even though they have no authority on 

deciding on issues that involve both communities. The G/C side has repeatedly refused to 

discuss the issue.  

• Acts as a deterrence to the relation between the two communities at a time when 

negotiations are at a critical juncture. 

• Reaction to this development will be in coordination with Turkey. Turkey has repeatedly 

openly vowed to act as the protector of the T/Cs rights not only with its military presence on 

the island but also in Eastern Mediterranean region (strengthened presence in the 

Mediterranean Sea with its seismic and drilling vessels - the Barbaros Hayrettin Paşa, Oruç 

Reis and Fatih). 

 

 

https://www.pio.gov.cy/en/press-releases-article.html?id=3772#flat
https://www.pio.gov.cy/en/επισκοπηση-τουρκοκυπριακου-και-τουρκικου-τυπου-αρθρο.html&id=175
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Commentary:  
The agreement was signed by the Republic of Cyprus, which is the only internationally recognised 
entity on the island and not by the G/Cs as a community. Still though, there are important steps to 
be taken and difficult agreements to be finalised and implemented before the Government actually 
starts to enjoy any revenue from its natural resources.  While a solution to the Cyprus Problem is still 
pending, the Government of Cyprus will need to secure that the percentage of the income attributed  
to the T/C community is left intact until a solution to the issue is reached. 
 

 

 


