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EU Banks: NPL Heatmaps

Modest NPL increase to continue

Non-performing loans of EU/EEA banks continued to increase to EUR 364.9bn, according to the
EBA’s 4 April Risk Dashboard showing data to the fourth quarter of 2023. But the increase
(EUR 2.2bn quarter on quarter; EUR 7.5bn year on year) was barely noticeable relative to the
consolidated EU-level NPL ratio, which increased from 1.81% to 1.85%, close to its historical low of
1.75% in March 2023.

While the increase was moderate, it nonetheless still represents a reversal of the long-term trend
of asset-quality improvement. And even though we are forecasting a modest economic rebound
in the second half of 2024 aided by expected rate cuts, NPL formation will likely continue rising
moderately this year because of a time lag.

The situation differs among countries. Germany (+EUR 4bn) and Austria (+EUR 1.8bn) suffered the
largest NPL increases of Q4 2023 even if the deterioration was contained and NPL ratios only
reversed to their December 2019 levels (see Heatmap 1). This contrasts with continuing
improvements in the Netherlands (-EUR 1.2bn) and Italy (-EUR 1.7bn).

Overall, the increase of NPLs stemmed mainly from corporate exposures (Heatmap 2). Retail
exposures have so far been resilient to the current economic slowdown. The largest increase in
retail NPL ratios was in Finland and Sweden (Heatmap 3). In the Netherlands and Italy, a reduction
in retail NPLs contributed to the overall improvement, suggesting the trend is broad based
(Chart 1). We note that the Netherlands saw the biggest rise in Stage 2 loans, although this is down
to more stringent classification triggers (Heatmap 7).

We do not see a general deterioration of NPL ratios by corporate sector nor a concentration of
issues in specific sectors. Exposure to real estate and construction has been a source of problem
loans and remains an area of concern (Heatmaps 4 and 5). The construction sector appears most
frequently among the Top 3 sectors with the largest NPL ratios across countries.

NPL ratios across ‘Other EU/EEA countries’ is not materially different, with a moderate increase in
some countries (Luxembourg, Norway) and a continuing improvement in 11 countries, especially
Greece, Ireland and Portugal (Heatmap 9).

Heatmap 1: Non-performing loan ratios
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Ranking according to the increase of NPLs in Q4 2023 (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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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 Q4 2023 (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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Ranking according to the increase of household NPL ratios in Q4 2023 (column ‘3 months’). Change over 3 months, 6 months, 12 months in pp.
Source: EBA risk dashboard, Scope Ratings.
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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 Q4 2023 (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 Q4 2023 (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

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

3 months | 6 months |12 month

-0.4%

1.4%] _ ==l
1.0% B____

: 1.0% Hlm__

2.6%
2.8%

Ranking according to the increase of forbearance ratios in Q4 2023 (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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Ranking according to the increase of NPL ratios in Q4 2023 (column ‘3 months’). Change over 3 months, 6 months, 12 months in pp. Source: EBA risk
dashboard, Scope Ratings.

Overview of the European Banking Authority’s risk dashboard

Data presented in this article are based on the data set provided by the European Banking Authority as part of the
EBA quarterly risk dashboard. Q4 2023 data were released on April 04, 2024. This article is designed to shed light
on key asset quality trends. The EBA risk dashboard mainly presents data by country in alphabetical order.

The EBA risk dashboard provides data on a sample of EU/EEA institutions. Given its intrinsic 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 164 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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