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Developments in the Spanish Banking Industry

Net income for the
system in 2018

€ 1 2 4 . Improved profitability, efficiency and
o billion NPL ratio:
Higher than any year since 2009 \/'N

LATEST AVAILABLE DATA FROM 12 MONTHS

D D DATA PREVIOUSLY
ROE 5.4% (dec.18)  -1.7% (dec. 17)
/. Cost-to-Income
e 54% (dec. 18)  57% (dec. 17)

Key factors:

cost control and
lower provisions

NPL ratio 5.8% (feb.19)  7.8% (feb. 18)

Bank loan survey:
credit demand continues to slow In the eurozone

Credit demand in the eurozone is continuing to slow,
except in the mortgage segment

been tightened

Consumer credit conditions have again been tightened
slightly, following several quarters in which they were
significantly softened

{h\ In Spain, the criteria for approving household loans have

4 Comparison — Cost of Equity in the European Banking Industry

O

In Germany,
France, Italy and |
Spain, the cost of equity The change in
is lower in 2019 than it was the risk-free rate
when the crisis began s the main
contributor to this fall
Average  Average 2008 Feb. 19

O

in Feb. 19 in 2008

74% 10.5% 4% 0.13%

Almost every
institution has a
higher beta (i.e.

risk) today than at
the beginning of the
Crisis

A three-way complementary framework for NPLs:
accounting, prudential and supervisory

o [
NPL coverage will be driven NPL backstops will apply to Household portfolio would
by three complementary new loans granted since 26th need less provisioning efforts
frameworks: accounting, April 2019 and not to the due to lower NPL ratio and
prudential and supervisory pre-existing stock higher quality collateral

New SREP capital requirements in the eurozone following
the activation of counter-cyclical buffers

‘ Prudential minimum capital requirement ‘ The SREP requirement is
(SREP) in terms of fully loaded CET 1: 10% increasing compared to last year,
on average® in the eurozone (Spain: 9%) primarily due to the activation of

counter-cyclic buffers

Eurozone minimum: 8%:
Eurozone maximum: 14%

* From a sample of 48 eurozone institutions, of which 12
are Spanish




