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Aumentano i prestiti e si arresta finalmente 
l’emorragia delle sofferenze 
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IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT  4  
 

 
� Favourable environment for asset quality confirmed 
 
A second positive element of July data is represented by the asset quality as the 
stock of NPL significantly declined (-5% YoY and -10% MoM, ie €-19bn vs 
+4% YoY in June), reflecting the contribution of asset disposals (including 
Unicredit’s sale of the majority stake of FINO €18bn securitization vehicle, Creval’s 
€1.4bn and Carige’s €1bn).  
Net of the impact of the securitisations, the YoY growth rate of NPL is stable MoM 
at 10.3%.  
 

ITALIAN BANKING SECTOR: MOM NPL GROWTH BY SEGMENT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Bank of Italy data and EQUITA SIM estimates 

 
We continue to read the asset quality data of the Italian banks as relatively benign, 
reflecting a structural improvement of the default rate (1.2% as of June for the 
listed banks) and work-out operations (extinction rate up 3pp MoM in June to 
13.7% for the listed banks). Thanks to the acceleration in the disposal process, 
NPL formation is down by 10% MoM (vs 5% in June) mainly driven by the 
corporate & SME sector (-24%).  
 

ITALIAN BANKING SECTOR: MOM NPL GROWTH BY SECTOR 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Bank of Italy data and EQUITA SIM estimates 
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IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT  3  
 

 
ITALIAN BANKING SECTOR: YOY NEW BUSINESS GROWTH BY SEGMENT 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Bank of Italy data and EQUITA SIM estimates 

 
Such rise in the risk appetite should result in a stronger origination in the 
construction (-14% YoY) and Real Estate sector (-7%), which continue to 
remain weak but still represent respectively to c30% of the stock of loans. 
 

ITALIAN BANKING SECTOR: YOY GROWTH IN THE STOCK OF LOANS BY SECTOR 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Bank of Italy data and EQUITA SIM estimates 
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Il bicchiere mezzo vuoto e mezzo pieno
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Asset Quality – Progress masked by Popular acquisition 
Following the 21bp decrease in Q1, the average NPL ratio increased by 8bp q/q to 5.4% in 
Q2. However this increase was driven primarily by the acquisition of Banco Popular by 
Santander, as excluding this transaction the ratio dropped by 21bp (Figure 6). All the banks 
we cover reported improved NPL ratios, apart from Santander, KBC and Lloyds. Santander’s 
NPL balances increased 84% q/q (Figure 7) but this will be temporary as the bank has 
agreed a deal with Blackstone in order to offload net €10bn of acquired Spanish property2.  

The average coverage ratio decreased by 68bp as only six banks posted higher coverage 
over the quarter (Figure 8). The average net NPLs as a percentage of CET1 capital ratio 
improved marginally by 9bp on average, to 25.4% (Figure 9). Only three banks saw this 
ratio increase, with Santander’s acquisition of POPSM increasing its ratio by 17pp. 

FIGURE 6 
Non-performing loan ratios 

 
FIGURE 7 
Quarterly evolution of NPL balances  

 

 

 
Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. 

Source: Company reports, Barclays Research 

 Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. Belfius reports Q2 results on 31 Aug. 

Source: Company reports, Barclays Research 

FIGURE 8 

Provision coverage ratios  

 FIGURE 9 

Net NPLs as % of CET1 capital 

 

 

 

Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. Source: Company reports, Barclays Research 

 Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. Source: Company reports, Barclays Research 

 
2 Santander: Banco Popular agrees to sell majority stake in its real estate asset portfolio to Blackstone, 8 August 2017 
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Mezzo vuoto: nel 
confronto fra le principali
banche i livelli 
rimangono alti

Mezzo pieno: finalmente 
si registra una 
diminuzione dei livelli
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Il riassorbimento delle sofferenze è in atto
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Asset quality – Large cap Italians offering 
best risk-reward
Italy asset quality slowly turning the corner
Gross NPLs are still high in Italy, but declining -5% YoY: Gross Non Performing 
Exposures (NPEs) have continued to decrease -5% YoY in Italy to €334bn end 2016, 
as Unlikely to Pay loans have decreased -11% YoY to €134bn end 2016 and are still 
declining -10-15% YoY in H1 17 in our estimates. Gross NPLs are stickier and 
remained stable at €200bn; however, the latest trends show that NPLs have reached 
an inflection point in June and are starting to decline with €173bn in July.

Also, the picture looks very different on net NPLs, as close to ~€54bn of gross 
NPLs have been marked down to below 20% of GBV year-to-date in 2017 through 
UCG’s FINO transaction and resolution of troubled banks. Overall, net NPLs have 
fallen to €75.3bn end 2016 proforma of UCG, MPS and Venetian banks transactions 
from €88.5bn end 2015, and stood at €65.8bn end July 2017.

Table 5: Total European banking system Non-Performing Exposures 2016 vs. 2015 (€ bn)
2016 2015 YoY change

NPLs Other NPEs Total NPEs NPLs Other NPEs Total NPEs NPLs Other NPEs Total NPEs
Italy 200 134 334 200 150 350 0% -11% -5%
Spain 121 80 201 131 80 211 -7% 0% -5%
Portugal 30 9 39 32 9 41 -6% -4% -6%
Ireland 22 7 29 25 9 34 -12% -23% -15%
Sub-total 374 229 603 388 248 636 -4% -7% -5%
France 74 0 74 76 0 76 -2% - -2%
Europe 758 229 987 843 248 1,091 -10% -7% -10%
Source: Bloomberg, Eurostat, National Central banks, ECB, EBA, J.P. Morgan estimates. * NPL = Non Performing Loans based on central bank data (sofferenze/bad loans for Italy only) and J.P. 
Morgan estimates for Portugal and Europe. **NPE = Non Preforming Exposures. For Spain, NPEs included foreclosed assets but exclude doubtful loans.

With positive trends on inflows and migration back to performing, we expect the 
stock of gross NPEs to improve from peak €350bn in 2015 to €251bn in 2019e
whilst the stock of NPLs decreases at a slower pace from peak €200bn in 2016 to 
€170bn in 2019e. Overall gross NPE ratio should also decline from peak 22.6% in 
2015 to 16.0% in 2019e, helped by underlying performing loans growth of ~3% p.a. 

Figure 1: Italy – Gross NPL and gross NPE ratio 2006-2019e

Source: Bank of Italy, J.P. Morgan estimates.

Figure 2: Italy – Gross NPEs 2012-2019e (€bn)

Source: Bank of Italy, J.P. Morgan estimates.
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Siamo tornati ai livelli del 
2012 

Anche se in Spagna il 
rallentamento dei tassi di 
crescita è stato più forte e 
anticipato (potenza delle 
bad bank di sistema…)
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Inflection point for NPLs – stock of NPEs to decline sharply in next few years
Asset quality has reached an important inflection point in our view, with a material 
reduction in gross inflows into NPEs, and acceleration in the pace of NPE reduction. 
Second derivatives are improving and recent months also show that NPLs has also 
started declining. 

! Gross inflows into NPLs are falling sharply: Gross inflows into NPLs have 
declined from peak 6% to 2.3% in Q4 16, and net inflows into NPLs has also 
dropped sharply from peak €38.4bn in 2013 to €2.3bn only for FY17e on an 
annualised basis (Figure 8). The Italian Banking Association and Cerved forecast 
further decreases in gross inflows across all regions in Italy, in particular the 
Center and the South (Figure 7 below). 

! Gross NPE outstandings are declining double digit YoY: The stock of 
Unlikely to Pay loans has also been decreasing -11% YoY in 2016, and continues 
to decline double digit in H1 17, supported by lower inflows from performing 
loans but also recoveries back to performing with the banks more focused on 
workout processes. 

! Gross NPLs have started declining slightly for the first time over the past 
decade: Gross NPLs declined by €5bn in H1 17 to €191.6bn end June. Whilst the 
outstandings remain at close to historical highs, we find encouraging to see that 
NPLs peaked at the end of last year and have started to decrease.

Figure 7: Gross inflows into NPLs – industry forecasts by regions

Source: ABI and Cerved. Default  rate = flows to bad loans / stock of total loans ex. bad loans

Figure 8: Italy – Net inflows into NPLs
€ billion

Source: Bank of Italy. 2017 data ytd as of June.

Figure 9: NPL ratio declining in Spain and also slightly in Italy

Source: Bank of Spain, Bank of Italy.

Figure 10: NPL outstandings decreasing -20% YoY in Spain and 
starting to decline in Italy

Source: Bank of Spain, Bank of Italy.
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I risultati del primo semestre 2017 sono 
incoraggianti

n Contenuta flessione del margine di interesse, 
compensata da aumento ricavi da commissioni

n Utile aggregato delle principali banche quotate € 7,6 
m.di (+ 230% su 1° semestre 2016)

n Premiate le banche come UBI e Intesa SanPaolo che 
hanno ottenuto condizioni particolarmente 
vantaggiose nei salvataggi
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Il mercato ha cominciato ad essere più 
ottimista da luglio 2016 (rapporto fra prezzo 
e tangible equity delle banche italiane)
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IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT  7  
 

 
� Valuation and conclusions  
 
We confirm our overweight stance on the Italian banking sector, which is in the 
condition to exceed a mid-single digit ROTE in a couple of year time 
approaching the cost of equity.  
 
Improving asset quality trends, driven by acceleration of derisking, reduction in the 
inflows of NPL and more effective work-out operations, should translate into 4pp 
of increase in the ROTE vs the 2017E level of 2%.  
 

ITALIAN BANKS: 2017-2019E ROTE BRIDGE  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Company data and EQUITA SIM estimates 

 
Improving risk profile, thanks to stabilisation of the main tail risks (Venetian banks 
and BMPS) should also contribute to support a rerating of the sector. 
 
With a PTE of 0.82x, we see room for additional upside to reflect the improving 
outlook and risk profile. 
 

P/TE EVOLUTION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: EQUITA SIM estimates and company data 

 
We remain overweight on the sector via UCG, BAMI and UBI Banca, all trading 
at a 25% or higher discount to tangible equity. 
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Dopo un crollo a partire dalla crisi
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International Monetary Fund | October 2016

as the benchmark short-term interest rate rises by 
50 basis points. Second, provision expenses decline as 
economic recovery improves borrower credit quality. 
Third, economic recovery supports stronger fee-gen-
erating activity levels and market trading conditions, 
boosting non-interest income.4 Return on assets is 

4The scenario incorporates the following parameters for each bank: 
(1) net interest income: sensitivity to a 50 basis point change in the 
benchmark three-month interbank rate is calibrated using the most 
recent rate hike cycle (2005–08); (2) fee income: recovers to the median 
of 2006–15; (3) other income (mainly trading gains): recovers to the 
midpoint between the median and the peak over 2006–15, with a cap 
at 20 percent above the 2015 level; and (d) loan-loss provisions: declines 
to the midpoint between the median and the trough over the period 
2006–15 (with exceptions for countries with extraordinary nonper-
forming loan write-backs). 

converted back to return on equity using the higher 
of current equity levels or equity corresponding to the 
minimum fully phased-in end-point 2019 capital level 
required based on the 2015 balance sheet.

In a cyclical recovery scenario, European bank prof-
itability rises by over 40 percent in terms of return on 
assets (Figure 1.13, panel 1), recovering about two-thirds 
of the decline from precrisis levels. Nevertheless, 30 per-
cent or about $8.5 trillion of system assets still remain 
weak, falling short of meeting a cost of equity of 8 per-
cent, suggesting that structural shortcomings will not be 
adequately addressed by a recovery in rates and business 
conditions (Figure 1.13, panel 2). U.S. banks benefit less 
from a cyclical recovery because of their stronger starting 
point, leaving a quarter of system assets weak (generally 

Sources: Federal Reserve call reports; Fitch Ratings; SNL Financial; and IMF staff estimates.
Note: Price-to-book ratio is based on the KBW index for the U.S., Stoxx Europe 600 bank index for the euro area and TOPIX bank index for Japan. Int inc = interest 
income; Opex = operating expenses; ROE = return on equity; Other = taxes + nonoperating income. Blue = ROE levels; red = negative contribution to ROE; green = 
positive contribution to ROE.
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2. Developed European Banks

European bank profitability has deteriorated, driYen by falling 
noninterest income and rising provisions.

1. Price-to-Book Ratio
(Three-month moving average, times)

Valuations remain below the balance sheet values of banks, signaling 
market concerns about bank business models.

3. U.S. Banks 4. Japanese Banks

8.S. banksp cost fle[ibility and lower proYisioning compensated for 
falling noninterest income.

Japanese banks have offset net interest income compression with 
lower provisioning and operating costs.

Figure 1.11. Price-to-Book and Return on Equity Decomposition, 2006–15
(Basis points, relative to average equity)
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MIND THE GAP:
Europa vs USA



I motivi dell’ottimismo dei mercati

n Il ciclo favorevole consentirà un assorbimento 
graduale delle sofferenze (stock) e porterà un 
beneficio immediato in termini di riduzione degli 
accantonamenti

n L’aumento graduale dei tassi favorirà una ripresa dei 
margini di interesse

n I punti di crisi sono stati assorbiti
n Gli obiettivi annunciati nei piani industriali delle 

principali banche verranno raggiunti
n Ci sono spazi per ulteriori fusioni

9
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Le previsioni degli analisti incorporano gli 
obiettivi dei piani industriali

Voce 2015 2016 2017E 2018E 2019E
Margine interm 58.945 53-280 53.445 53.786 55.871
Costi operativi -34.322 -33.315 -31.748 -30.979 -30.173
Accantonam -13.329 -26.789 -15.750 -9.240 -8.453
Reddito netto 5.663 -14.888 8.843 8.704 10.962

10
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Voglia di concentrazione
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Such condition, in turn, is explained by a still high fragmentation of the industry. 
 

SHARE OF TOTAL ASSETS OF THE 5 LARGEST CREDIT INSTITUTIONS: 2008 VS 2015 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: ECB data 

 
In the last 18 months, the industry has experienced a quite significant 
consolidation, as now the market share of the 5 largest credit institutions has 
increased from 44% to 51% - vs an average of 46% in EU.  
 
We can reasonably assume that such process will continue, with the share rising 
to 58%, if BMPS and Carige are aggregated by one or more of the largest players.  
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I problemi del rilancio

n Il margine di interesse è in calo e l’aumento dei tassi 
di mercato non dovrebbe avvenire prima della 
seconda metà 2018

n In termini di stock il problema delle sofferenze 
rimane rilevante, soprattutto in termini di incidenza 
del patrimonio

n Il roe è ancora inferiore al costo del capitale 
(problema comune all’Europa)

n Rischi politici ad ampio spettro

12
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Mamma mi è caduto lo spread
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� Competition continues to put pressure on asset spreads  
 
The only dark spot of the industry remains the very strong competition, 
which continues to put pressure on spreads.  
Based on our estimates, the spread is down by 3bps MoM to 1.72% due to mark-
up (-2bps to 2.78%). Reduction in asset margins continues to be recorded across 
the board ie on both the corporate (-2bps QoQ to 2.34%) and retail (-3bps QoQ to 
3.31%) segment.  
 

ITALIAN BANKING SECTOR: SPREAD EVOLUTION BY SEGMENT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Bank of Italy data and EQUITA SIM estimates 
 

ITALIAN BANKING SECTOR: SPREAD EVOLUTION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Bank of Italy data and EQUITA SIM estimates 
 
The large TLTRO take-up at the beginning of the year (+€54bn) is evidently pushing 
loan pricing downwards: we nevertheless believe that some short and medium-term 
country specific drivers should contribute to ease the competitive pressure on the 
Italian Banking sector, further increasing its appeal. 
 
In the short term, the progressive repayment of the first tranches of TLTRO in the 2H18 
should contribute to ease the competitive pressure on the all spectrum of loans.   
 
In the medium term, we believe that the progressive consolidation of the 
industry will translate into a more benign outlook for the spreads, all else 
being equal. 
 
We in fact note that Italy is the most competitive market in terms of spread for both 
retail and corporate spread.  
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Eppure l’Italia è ancora un paese ad alto 
margine di interesse: ergo difficile 
immaginare riprese consistenti
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Profitability – tentative recovery 
Banks in our coverage reported an aggregate profit of €20.8bn in Q2, a €1.5bn increase 
compared with Q1 and up €6.9bn y/y (Figure 12). This quarter, 7 out of 19 banks did not 
see an improvement in profitability compared with last year, while eight banks did not see a 
quarterly improvement. Only two banks in our coverage universe for which Bloomberg 
consensus is available did not exceed or meet expectations (Figure 13).  

Average return on equity increased to 7.8%, from 6.9% a year earlier and 6.7% in Q1 
(Figure 14). Four banks recorded a double-digit return, down slightly y/y and reflective of a 
constrained operating environment. The slight increase in average RoE suggests that banks 
are able to increase their profitability from non interest revenue or cost reduction as the NIM 
remains stable (Figure 15). 

  

FIGURE 12 
Reported net income (€bn) 

 
FIGURE 13 
Q2 net income beat / (miss) vs. Bloomberg consensus 

 

 

 
Note: Belfius, Bank of Ireland, Rabobank quarterly as half 1H net income. 
Source: Company reports, Barclays Research 

 Note: Bank of Ireland, Belfius and Rabobank do no report quarterly P&L data. 
Source: Company reports, Barclays Research 

FIGURE 14 
Q2 ROE  

 
FIGURE 15 
NIM evolution (%) 

 

 

 
Note: Belfius, Bank of Ireland, Rabobank quarterly as half 1H net income. 
Source: Company reports, Barclays Research 

 Note: NIM as per average banks from relevant geography under our coverage. 
Belfius not included. Barclays included in UK.   
Source: SNL Financial, Barclays Research 
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In termini di stock, il problema delle 
sofferenze rimane importante
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Asset Quality – Progress masked by Popular acquisition 
Following the 21bp decrease in Q1, the average NPL ratio increased by 8bp q/q to 5.4% in 
Q2. However this increase was driven primarily by the acquisition of Banco Popular by 
Santander, as excluding this transaction the ratio dropped by 21bp (Figure 6). All the banks 
we cover reported improved NPL ratios, apart from Santander, KBC and Lloyds. Santander’s 
NPL balances increased 84% q/q (Figure 7) but this will be temporary as the bank has 
agreed a deal with Blackstone in order to offload net €10bn of acquired Spanish property2.  

The average coverage ratio decreased by 68bp as only six banks posted higher coverage 
over the quarter (Figure 8). The average net NPLs as a percentage of CET1 capital ratio 
improved marginally by 9bp on average, to 25.4% (Figure 9). Only three banks saw this 
ratio increase, with Santander’s acquisition of POPSM increasing its ratio by 17pp. 

FIGURE 6 
Non-performing loan ratios 

 
FIGURE 7 
Quarterly evolution of NPL balances  

 

 

 
Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. 

Source: Company reports, Barclays Research 

 Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. Belfius reports Q2 results on 31 Aug. 

Source: Company reports, Barclays Research 

FIGURE 8 

Provision coverage ratios  

 FIGURE 9 

Net NPLs as % of CET1 capital 

 

 

 

Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. Source: Company reports, Barclays Research 

 Note: Bank of Ireland, Belfius, HSBC and Rabobank do no report quarterly asset 

quality data. Source: Company reports, Barclays Research 

 
2 Santander: Banco Popular agrees to sell majority stake in its real estate asset portfolio to Blackstone, 8 August 2017 
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Following the 21bp decrease in Q1, the average NPL ratio increased by 8bp q/q to 5.4% in 
Q2. However this increase was driven primarily by the acquisition of Banco Popular by 
Santander, as excluding this transaction the ratio dropped by 21bp (Figure 6). All the banks 
we cover reported improved NPL ratios, apart from Santander, KBC and Lloyds. Santander’s 
NPL balances increased 84% q/q (Figure 7) but this will be temporary as the bank has 
agreed a deal with Blackstone in order to offload net €10bn of acquired Spanish property2.  

The average coverage ratio decreased by 68bp as only six banks posted higher coverage 
over the quarter (Figure 8). The average net NPLs as a percentage of CET1 capital ratio 
improved marginally by 9bp on average, to 25.4% (Figure 9). Only three banks saw this 
ratio increase, with Santander’s acquisition of POPSM increasing its ratio by 17pp. 
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FIGURE 8 

Provision coverage ratios  

 FIGURE 9 

Net NPLs as % of CET1 capital 
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Come si traduce in italiano Texas ratio?
alto e sopra la media a 10 anni
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 European Banks Insights 
 What’s Italian for Texas Ratio?  
 

� Taking The Bullet — Given the recent wave of capital raises in the European banks sector to shore up provision 
coverage of non-performing loans, we take a closer look at sector asset quality metrics with a focus on the Texas Ratio 
and latest available EBA NPE and NPE provision coverage statistics (country level). 

� Patching Up — The NPE ratio of European banks has declined 132bps between Dec-14 and Mar-17, per EBA data. CEE 
markets (Romania, Hungary, Austria), Ireland and Spain show significant improvement. Provision coverage of NPEs has 
improved 182bps over the same period with Cyprus, Croatia, Hungary, Portugal and Italy posting material improvement. 

� Spaghetti Western — Italian banks, esp. mid-caps, screen poorly on the Texas Ratio and any potential stand-off between 
the banks and the ECB that leads to faster required clean-up of NPEs is a risk to our positive stance. European banks are 
down 6-7% over the past month; we remain Overweight and so would buy on weakness. Key picks: CS, BNPP, and KBC. 

Figure 1. European Banks With the Highest Texas Ratios – 1H17 Texas Ratio vs 10Yr Range (unadj. for foreclosed in the case of Spain) 

 
Source: Company reports, Citi Research Note: Red Square denotes the 10Yr Avg Texas Ratio, Blue dash = 1H17 Texas Ratio, the Grey bar = 10Yr range.   
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Il Roe delle grandi banche del campione 
Mediobanca: l’Europa indietro rispetto a 
Usa e Giappone

17
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La più elevata redditività nel 2015, misurata dal ROE, è risultata 
quella delle banche degli Stati Uniti con il 9,7%, in crescita di quasi 2 
punti percentuali rispetto all’esercizio precedente, seguita da quelle di 
Giappone (6,6%, in calo di oltre 2 punti) ed Europa (4,7%, 
sostanzialmente stabile) (FIGURA I.3). Si osserva come, soprattutto per Stati 
Uniti ed Europa, i valori degli anni più recenti siano molto distanti da 
quelli pre-crisi del 2006. Un dettaglio per istituto del ROE degli ultimi 
cinque esercizi è riportato alla TABELLA I.33. Nel 2015, cinque tra le banche 
europee comprese nell’indagine, hanno fatto registrare un risultato 
netto negativo: si tratta di Deutsche Bank, Barclays, RBS, Crédit Suisse 
e Standard Chartered; nessuna nelle altre due aree (TABELLA III.2). 

 
 
FIGURA I.3 – IL ROE DELLE BANCHE DELLA TRIADE 1 

 
1   ROE con valori negativi sono stati considerati pari a zero. 
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International Monetary Fund | October 2016

as the benchmark short-term interest rate rises by 
50 basis points. Second, provision expenses decline as 
economic recovery improves borrower credit quality. 
Third, economic recovery supports stronger fee-gen-
erating activity levels and market trading conditions, 
boosting non-interest income.4 Return on assets is 

4The scenario incorporates the following parameters for each bank: 
(1) net interest income: sensitivity to a 50 basis point change in the 
benchmark three-month interbank rate is calibrated using the most 
recent rate hike cycle (2005–08); (2) fee income: recovers to the median 
of 2006–15; (3) other income (mainly trading gains): recovers to the 
midpoint between the median and the peak over 2006–15, with a cap 
at 20 percent above the 2015 level; and (d) loan-loss provisions: declines 
to the midpoint between the median and the trough over the period 
2006–15 (with exceptions for countries with extraordinary nonper-
forming loan write-backs). 

converted back to return on equity using the higher 
of current equity levels or equity corresponding to the 
minimum fully phased-in end-point 2019 capital level 
required based on the 2015 balance sheet.

In a cyclical recovery scenario, European bank prof-
itability rises by over 40 percent in terms of return on 
assets (Figure 1.13, panel 1), recovering about two-thirds 
of the decline from precrisis levels. Nevertheless, 30 per-
cent or about $8.5 trillion of system assets still remain 
weak, falling short of meeting a cost of equity of 8 per-
cent, suggesting that structural shortcomings will not be 
adequately addressed by a recovery in rates and business 
conditions (Figure 1.13, panel 2). U.S. banks benefit less 
from a cyclical recovery because of their stronger starting 
point, leaving a quarter of system assets weak (generally 

Sources: Federal Reserve call reports; Fitch Ratings; SNL Financial; and IMF staff estimates.
Note: Price-to-book ratio is based on the KBW index for the U.S., Stoxx Europe 600 bank index for the euro area and TOPIX bank index for Japan. Int inc = interest 
income; Opex = operating expenses; ROE = return on equity; Other = taxes + nonoperating income. Blue = ROE levels; red = negative contribution to ROE; green = 
positive contribution to ROE.
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2. Developed European Banks

European bank profitability has deteriorated, driYen by falling 
noninterest income and rising provisions.

1. Price-to-Book Ratio
(Three-month moving average, times)

Valuations remain below the balance sheet values of banks, signaling 
market concerns about bank business models.

3. U.S. Banks 4. Japanese Banks

8.S. banksp cost fle[ibility and lower proYisioning compensated for 
falling noninterest income.

Japanese banks have offset net interest income compression with 
lower provisioning and operating costs.

Figure 1.11. Price-to-Book and Return on Equity Decomposition, 2006–15
(Basis points, relative to average equity)

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

2.2

2.4

2006 07 08 09 10 11 12 13 14 15 16

United States

Euro area

JapanEffetto quasi neutrale margini
Aumento (modesto) costi op
Aumento drammatico 
accantonamenti

Diminuzione margini, 
Riduzione costi 
Pochi accantonamenti

Europa: da 15,16 a 3,71 

Usa: da 12,22 a 9,28 

1. La ripresa economica– 2. L’ottimismo dei mercati– 3. I problemi del rilancio



I nodi politici

n Una costante italiana: governabilità – elezioni –
spread

n L’Italia sta sottostimando il problema dello stock del 
debito (problema dei titoli pubblici nei bilanci delle 
banche)

n Lo scontro che si sta delineando sulla commissione 
d’inchiesta sulle banche e sulle responsabilità della 
Banca d’Italia
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E’ meglio essere
ottimisti ed avere torto 
che essere pessimisti e 
avere ragione


