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EU banks NPL Heatmaps

NPL ratio stable in Q2 but modest asset-quality deterioration to persist

The consolidated non-performing loan (NPL) ratio of EU banks remained stable at a low level of
1.86% in the second quarter, despite a rise in total NPLs to EUR 373.4bn (see Heatmap 1), reflecting
underlying volume growth. We expect modest asset-quality deterioration in coming quarters,
driven by corporate sector weakness, but at the same time, a moderate recovery in global
economic growth and a loosening monetary policy stance will likely cushion any deterioration,
limiting downside risks to banks’ credit profiles.

Quarterly increases in NPL ratios in the Netherlands, Germany, Finland and France were offset by
declines in euro area peripheral countries. In other EU countries, NPL creation was marginal. There
were significant declines in Greece and Poland, although NPL ratios in those countries remain
higher than the EU average (Heatmap 9).

Corporate NPLs accelerated in Germany and the Netherlands, while they showed signs of recovery
in Spain (Heatmap 2). There was no generalised deterioration in NPL ratios across business
sectors. The largest increases from Q1 to Q2 were in mining and quarrying (3.7% to 4.2%) and
water supply (1.4% to 1.9%, although this mainly concerns the Netherlands). NPLs in the real estate
sector, which accounts for the largest share of EU loan portfolios, continued to trend marginally
up from 2.6% to 2.7%. Construction remained stable at 6.3% (Heatmaps 4 and 5).

In retail, an improvement in NPLs was mainly driven by Spain (Chart 1), although at 3.74% Spain’s
household NPL ratio remains the highest among the major EU/EEA economies, (Heatmap 3).

Stage 2 loans at EU level improved marginally to 9.3% in Q2 (9.6% the end of 2023), reflecting
positive developments in most countries. However, in Germany the ratio rose by 1.3pp to 12.8%.

The slight reduction in the cost of risk at EU level reflects two key dynamics: small quarter-on-
quarter increases in Italy and the Netherlands, and lower net risk provisions in Denmark, Germany,
Spain and France (Heatmap 6). German, French and Austrian cost of risk remains significantly

above historical norms.

Heatmap 1: EU banks: non-performing loan ratios
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Ranking according to the increase of NPLs in Q2 2024 (column ‘3 months’). Change over 3 months, 6 months, 12 months in pp. Sample
includes countries with the ten largest loan amounts. Source: EBA risk dashboard, Scope Ratings.
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quality deterioration to persist

Section 1: NPL amounts and NPL ratios by subsectors (households,
corporates)

Chart 1: Breakdown of quarterly NPL change between retail and corporate NPLs (EUR bn)
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Source: EBA risk dashboard, Scope Ratings.

Heatmap 2: country ranking by corporate NPL ratios
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Ranking according to the increase of corporate NPL ratios in Q2 2024 (column ‘3 months’). Change over 3 months, 6 months, 12 months in pp.

Source: EBA risk dashboard, Scope Ratings.

Heatmap 3: country ranking by household NPL ratios
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Section 2: Corporate sectors with the highest quarterly increase

Heatmap 4: Overview of NPL ratios by corporate sector in the EU
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Heatmap 5: Top 3 corporate sectors with the highest quarterly increase of NPL ratios by country
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Section 3: Other asset quality indicators
Heatmap 6: Cost of risk
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Ranking according to the increase of cost of risk in Q2 2024 (column ‘3 months’). Change over 3 months, 6 months, 12 months in pp. EBA definition:
Increases due to origination and acquisition + Changes due to change in credit risk (net) + Changes due to modifications without derecognition (net)
+ Changes due to update in the institution's methodology for estimation (net) + Other adjustments] (annualised) (A) / Total gross loans and advances
subject to impairment (B + C). Source: EBA risk dashboard, Scope Ratings

Heatmap 7: Stage 2 loan ratios
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Ranking according to the increase of Stage 2 loan ratios in Q2 2024 (column ‘3 months’). Change over 3 months, 6 months, 12 months in pp. EBA
definition: Stage 2 loans and advances at amortised cost / Sum of stage 1, 2, 3 and POCI loans and advances at amortised cost (code T13_2). Source:
EBA risk dashboard, Scope Ratings

Heatmap 8: Forbearance ratios

Quarterly

3 months |6 months |12 months
change

Country | Dec-19 |Dec-20 | Dec-21 |Dec-22 | Jun-23 | Sep-23 | Dec-23 | Mar-24 Jun-24

0.03%
0.03%
-0.02%  -0.05% -0.13%
-0.05% 0.01% -0.04%
-0.06%  -0.03%

0.00% 0.01% -0.03%

Ranking according to the increase of forbearance ratios in Q2 2024 (column ‘3 months’). Change over 3 months, 6 months, 12 months in pp. EBA
definition: exposures with forbearance measures for loans and advances/total instruments on BS (code AQT_42.2). Source: EBA risk dashboard,
Scope Ratings.
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Section 4: NPL ratios - other EU/EEA countries

Heatmap 9: Non-performing loan ratios
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*Qverview of the European Banking Authority’s risk dashboard

Data presented in this report are based on the data set provided by the European Banking Authority as part of the
EBA quarterly risk dashboard. Q2 2024 data were released on September 20, 2024. This report is designed to
shed light on key asset-quality trends.

The EBA risk dashboard provides data on a sample of EU/EEA institutions. Given its limitations, the sample may
not fully reflect trends at consolidated national banking system level.

From the EBA risk dashboard:

“The EBA Risk Dashboard is part of the regular risk assessment conducted by the EBA and complements the Risk
Assessment Report. The EBA Risk Dashboard summarises the main risks and vulnerabilities in the banking sector
in the European Union (EU) by looking at the evolution of Risk Indicators (RI) among a sample of banks across the
EU".

“Individual country data includes subsidiaries, which are excluded from EU aggregate. For example, at country
level the subsidiary in country X of a bank domiciled in country Y is included both in data for countries X and Y (for
the latter as part of the consolidated entity). In the EU aggregate, only the consolidated entity domiciled in country
Y is considered. The sample of banks is unbalanced and reviewed annually. Being an unbalanced sample, the
number of reporting banks per country can display minor variations between quarters, which might accordingly
affect quarterly changes in absolute and relative figures”.

“The figures included in the Risk Dashboard are based on a sample of 162 banks, covering more than 80% of the
EU/EEA banking sector (by total assets), at the highest level of consolidation, while country aggregates also
include large subsidiaries “ (the list of banks can be found on the EBA website).

Source: https://www.eba.europa.eu/risk-and-data-analysis/risk-analysis/risk-monitoring/risk-dashboard
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Related research

Selected research available on scoperatings.com:
UniCredit: Commerzbank takeover unlikely without German government approval, September 2024

Spanish bank quarterly: Strong domestic economy, lending growth support bank performance, Sept 2024

French bank quarterly: net interest margins to remain low for longer, September 2024

Full depositor preference a step towards EDIS?, August 2024

Italian bank quarterly: Higher-for-longer rates support performance, credit fundamentals improve, Aug 2024

Supervisory changes to assess bank risk and calculate capital add-ons a positive step, August 2024

European banks in Russia: exceptional factors drive profits amid pressure to exit, August 2024

European Bank Capital Quarterly: refinements to supervision and regulations are credit supportive, July 2024

EU banks: NPLs look set to continue rising, July 2024

France: electoral outcome set to slow growth reforms, fiscal consolidation, and EU policy agenda, July 2024

French banks: uncertain policy agenda casts shadow over drive to improve profitability, June 2024

Spanish banks quarterly: profitability better than expected; competitive dynamics shifting, May 2024

Italian Bank Quarterly: benign operating conditions support performance, May 2024
Bank Capital Quarterly: dealing with the TBTF dilemma, May 2024
Strategic case for Western European banks in CEE remains intact, April 2024

Norwegian Savings Banks: strong profitability set to continue, April 2024

EU banks NPL Heatmaps: modest increases to continue, April 2024
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