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9ȄŜŎǳǘƛǾŜ ǎǳƳƳŀǊȅ 

The objective of the 

report is to assess the 

feasibility of 9¦ ōŀƴƪǎΩ 

funding plans. 

This report is provided in response to the European Systemic Risk 

.ƻŀǊŘΩǎ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ƻƴ ǘƘŜ ŦǳƴŘƛƴƎ ƻŦ ŎǊŜŘƛǘ ƛƴǎǘƛǘǳǘƛƻƴǎ 

(ESRB/12/2). The objective of the report is to assess the feasibility of EU 

ōŀƴƪǎΩ funding plans submitted to the EBA. 

Expected asset growth is 

driven by client loans. 

Funding plan data show that in most ŎƻǳƴǘǊƛŜǎ ōŀƴƪǎΩ ŀǎǎŜǘ ǎƛŘŜ ƛǎ 

expected to grow throughout the forecast period. On average, total 

assets are projected to grow by 3.9% between year-end (YE) 2016 and YE 

2019. The main drivers of asset growth are loans to households and to 

non-financial corporates (NFCs). Whereas the assumed asset growth 

seems to be reasonable for several countries, for others, when 

compared with the couƴǘǊȅΩǎ economic growth expectations, it is 

ambitious, significantly exceeding general economic dynamics. 

The ratio of non-

performing loans (NPLs) 

is an important driver 

for assumed loan 

growth. 

Analysis shows that the NPL ratio is one important parameter in 

ŜȄǇƭŀƛƴƛƴƎ ōŀƴƪǎΩ ƭƻŀƴ ƎǊƻǿǘƘ, and there is a strong negative correlation 

between the bt[ Ǌŀǘƛƻ ŀƴŘ ōŀƴƪǎΩ ŎƭƛŜƴǘ ƭƻŀƴ ƎǊƻǿǘƘ ŦƻǊŜŎŀǎǘΦ !ŎŎƻǊŘƛƴƎ 

to the analysis, the correlation between NPL ratio and loan growth 

forecast is stronger for banks with lower capital ratios, which suggests 

that less capitalised banks are more sensitive to the NPL ratio than 

higher capitalised banks when considering extending new lending. 

The funding mix is 

assumed to remain 

largely stable. 

As with the asset side, banks also expect equity and liabilities to increase. 

Growth is relatively diversified, including client deposits (from 

households and NFCs) as well as long-term debt securities. Client 

deposits remain the main component in EU banksΩ ŦǳƴŘƛƴƎ ƳƛȄ, with a 

share of more than 50%. Interbank financing is expected to decrease, 

and short-term debt volume is projected to fall slightly throughout the 

forecast period. 

Deposits are assumed to 

grow significantly. 

BanksΩ growth assumptions for client deposits are ambitious: the 

expected increase in deposits is above gross domestic product (GDP) 

growth in 16 countries. Nonetheless, backtesting of former funding plan 

data suggests that banks are able to significantly expand their deposit 

funding in times of GDP growth. 
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Issuance of debt 

securities volumes is set 

to grow during the 

forecast period. 

For most countries, planned issuances of debt securities in 2017 are 

below the average of actual 2015/2016 volumes. However, for 2018 and 

2019, funding plans indicate increasing gross issuance volumes again, in 

some cases even exceeding the historical average. These trends might be 

explained by the assumed asset growth, by abundantly available central 

bank funding in 2016 and 2017, ŀƴŘ ōȅ ōŀƴƪǎΩ ǎǳŎŎŜǎǎŦǳƭ ƛǎǎǳŀƴŎŜǎ ƛƴ 

2016. Another explanation might be that banks plan the issuance of 

required volumes of instruments eligible for the minimum requirement 

for own funds and eligible liabilities (MREL) mainly in 2018 and 2019, as 

their pricing is currently higher than pricing for other funding 

instruments. Banks probably also anticipate that by 2018 and 2019 there 

will be certainty around detailed MREL requirements, including the levels 

required, the date for compliance and eligibility criteria. However, an 

assumed increase in issuance volumes in 2018 and 2019, following their 

decline in the preceding year, might pose a challenge for banks in terms 

of their ability to place them successfully on the markets. 

Banks expect mostly 

stable or decreasing 

costs for long-term 

market-based funding. 

Data for loan τ as well as deposit τ pricing show a mixed picture in 

different countries. The costs of long-term market-based funding are 

assumed to decline or remain stable in 2017 in most countries. 

Public sector funding is 

forecasted to be wound 

down. 

On average, the use of public sector sources of funding is assumed to 

increase in 2017 across the EU but to decrease in the following years. 

However, the reliance on public funding is widely dispersed among 

countries. In some countries, banks look set to rely heavily on it. 

Pressure on interest 

income will rise amid 

necessary changes in the 

funding mix. 

The outlook for funding plans should be seen in the context of the need 

to issue further MREL-eligible instruments, which are in general more 

expensive than ineligible senior unsecured instruments. The winding 

down of ŎŜƴǘǊŀƭ ōŀƴƪǎΩ ŦǳƴŘƛƴƎ ǎǳǇǇƻǊǘ ƳŜŀǎǳǊŜs is expected to put 

ŦǳǊǘƘŜǊ ǇǊŜǎǎǳǊŜ ƻƴ ōŀƴƪǎΩ ŦǳǘǳǊŜ ŦǳƴŘƛƴƎ ŎƻǎǘǎΦ In addition, in cases 

where banks will need to replace their planned growth in deposit 

volumes with market instruments, this would increase their funding 

costs. When certain secondary markets for banksΩ debt securities, for 

example for covered bonds, are no longer ǎǳǇǇƻǊǘŜŘ ōȅ ŎŜƴǘǊŀƭ ōŀƴƪǎΩ 

purchase programmes, pricing for such instruments is likely to increase 

also. 
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No significant share of 

innovative instruments. 

Reported data show that neither innovative instruments nor deposit-like 

funding account for a significant share in the funding mix. 

Policy considerations for 

regulators and 

supervisors. 

High NPL levels combined with more thinly capitalised banks look set to 

be a drag on new lending unless addressed. Small and medium-sized 

banks will require particularly careful monitoring if they are to retain 

unfettered access to capital markets and investors. BŀƴƪǎΩ ŦƻǊŜŎŀǎǘŜŘ 

reliance on an expansion of client deposit-based funding will require 

careful monitoring at both individual and system levels. The assumed 

deferral of MREL issuances to 2018 and 2019 raises questions about 

market absorbability and associated pricing, especially at a time when 

reliance on public sector sources of funding may decrease. Finally, bŀƴƪǎΩ 

forecasted heavy reliance on interest income to improve profitability will 

require careful monitoring. 
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LƴǘǊƻŘǳŎǘƛƻƴ 

The objective of this report is to provide an assessment of the feasibility of submitted funding plans 

for the EU banking system. To assess the feasibility of asset growth forecasted by banks on an 

aggregated level, as well corresponding forecasts on deposit- and market-based funding, the report 

also compares submitted data with market and statistical information, such as historical issuance 

volumes and economic forecasts. The aim of the report is to perform an assessment at the EU level. 

However, it also includes comparisons at the country level. 

The analysis is based on funding plans reported in accordance with the EBA Guidelines on 

harmonised definitions and templates for funding plans of credit institutions. The EBA collects data 

from a sample of banks as defined in EBA Decision DC/2015/130 on reporting by competent 

authorities to the EBA.1 The sample covers the largest institutions in each Member State and in terms 

of total assets covers 76% of the EU banking sector. The list of 155 reporting banks (including 

subsidiaries) from all EU jurisdictions is provided in the Annex (Table 6).2 

Funding plans are in general reported on a consolidated basis.3 EU aggregated figures and charts in 

this report are based on the data reported at the highest level of consolidation. Country-level data, in 

contrast, also include subsidiaries where they belong to the largest banks in the jurisdiction in 

question. The reporting covers balance sheet forecasting for three years, with additional reporting on 

public sector sources of funding, deposit funding, innovative funding sources, activities in main 

currencies, information on pricing, and the impact of disposals and acquisitions. Funding plan data 

and forecasts are based on a base-ŎŀǎŜ ǎŎŜƴŀǊƛƻΣ ƛΦŜΦ ōŀƴƪǎΩ ŦǳƴŘƛƴƎ Ǉƭŀƴǎ ŀǊŜ ƴƻǘ ƛƴǘŜƴŘŜŘ ǘƻ 

represent a perception of their ability to attain funding under stressed conditions. For the purpose of 

the funding plan projections, banks have not been provided with any specific macroeconomic 

scenarios, as these might be different from ǘƘŜ ōŀƴƪǎΩ ƻǿƴ ŀǎǎǳƳǇǘƛƻƴǎΦ ¢ƘŜ ŀƴŀƭȅǎƛǎ uses 

31 December 2016 as a reference date and covers actual figures for 2016 and forecasts for three 

subsequent years (2017 to 2019). The cut-off date for all data is 10 July 2017. 

  

                                                                                                               

1
 http://www.eba.europa.eu/documents/10180/16082/EBA+DC+090+%28Decision+on+Reporting+by+Competent+

Authorities+to+the+EBA%29.pdf/9beaf5be-2624-4e36-a75b-b77aa3164f3f 
2
 Throughout the report, country-specific data are not disclosed if the country in question participates in the exercise with 

fewer than three banks. Country-specific statistics for EE are not shown, as the country has only two banks reporting 
funding plan data. 
3
 Competent authorities should exercise their discretion as to the level and perimeter of consolidation on a firm-by-firm 

basis (paragraph 11 of the Guidelines on Funding Plans). 

http://www.eba.europa.eu/documents/10180/16082/EBA+DC+090+%28Decision+on+Reporting+by+Competent+Authorities+to+the+EBA%29.pdf/9beaf5be-2624-4e36-a75b-b77aa3164f3f
http://www.eba.europa.eu/documents/10180/16082/EBA+DC+090+%28Decision+on+Reporting+by+Competent+Authorities+to+the+EBA%29.pdf/9beaf5be-2624-4e36-a75b-b77aa3164f3f
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!ǎǎŜǘ ǘǊŜƴŘǎ ŀƴŘ ŘȅƴŀƳƛŎǎ 

Forecasted asset growth and its main drivers 

Funding plan data show that, in nearly all countries, ōŀƴƪǎΩ ŀǎǎŜǘ ǎƛŘŜ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ ƎǊƻǿ ǘƘǊƻǳƎƘƻǳǘ 

the forecast period, i.e. between YE 2016 and YE 2019, and on average, total assets are projected to 

grow by 3.9%. Among countries, the dispersion of asset growth forecast is wide. LT, SE and SK show 

the largest cumulative growth, between 15% and 19%, whereas the cumulative growth for five 

countries (BE, GB, GR, IE and PT) is negative.4 /ǳƳǳƭŀǘƛǾŜ ƎǊƻǿǘƘ ƻŦ ǘƻǘŀƭ ŀǎǎŜǘǎ ƛƴ ǘƘŜ 9¦Ωǎ ƭŀǊƎŜǊ 

economies, such as DE, FR and IT, is below 5% (Figure 1). 

Figure 1: Planned total asset growth by country and for the EU, YE 2016-20195 

 

 

On average, the main drivers of asset growth are loans to households and to NFCs, i.e. client 

business. Whereas loans to households are expected to increase in sum by 10.5% between YE 2016 

and YE 2019, the growth rate for loans to NFCs is expected to be 9.9% in sum in the same period.6 

After a long period of declining interbank financing τ ŀǎ ǊŜǇƻǊǘŜŘ ƛƴ ƭŀǎǘ ȅŜŀǊΩǎ funding plan data, as 

well as in data published by the Bank for International Settlements (BIS) τ loans to financial 

corporates are forecasted to grow again.7 

The trend towards growing client business can be identified on a country-by-country level. Loans to 

households and to NFCs are projected to grow in nearly all countries and across most of the 

projection years. However, it is not possible to identify specific patterns in the evolution of 

forecasted loans to financial corporates. The trends, in terms of both the magnitude and the 

direction (i.e. negative or positive), vary across countries. Similarly, while some countries have a 
                                                                                                               

4
 A detailed annual breakdown of total asset growth for the EU and by country can be found in Figure 33 in the Annex. 

5
 In particular for BE, GB and PT, asset growth is influenced by planned asset disposals and/or transfers of the reporting 

banks. Trends on EU and country levels are impacted by the sample of banks submitting funding plan data (see Table 6 in 
the Annex). 
6
 See country-specific growth of loans to households and NFCs in Figure 34 and Figure 35 in the Annex. 

7
 The funding plan reporting does not cover any intragroup financing, which might constitute a significant share of banƪǎΩ 

funding in some jurisdictions, nor any potential cross-investments of banks (such as ōŀƴƪǎ ƛƴǾŜǎǘƛƴƎ ƛƴ ƻǘƘŜǊ ƛƴǎǘƛǘǳǘƛƻƴǎΩ 
covered bonds issuances).  
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positive growth rate for reverse repurchase agreements (reverse repos), some show negative growth 

during the forecast period (Figure 2). 

Figure 2: Growth of selected asset classes (EU) and consolidated foreign claims of reporting European 

banks vis-à-Ǿƛǎ ǎŜƭŜŎǘŜŘ ŎƻǳƴǘǊƛŜǎΩ ōŀƴƪǎ (2007 Q1 = 100 (latest available data))8 

    
Source for consolidated foreign claims data: BIS. 
  

                                                                                                               

8
 OMT: outright monetary transactions, APP: asset purchase programme. 
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Backtesting of former plans for loan growth 

.ŜǎƛŘŜǎ ōŜƴŎƘƳŀǊƪƛƴƎ ōŀƴƪǎΩ ƎǊƻǿǘƘ ŀǎǎǳƳǇǘƛƻƴǎ ŦƻǊ ǘƻǘŀƭ ŀǎǎŜǘǎ ǿƛǘƘ ŜȄǇŜŎǘŀǘƛƻƴǎ ŦƻǊ ŜŎƻƴƻƳƛŎ 

activity, such as GDP dynamics, a backtesting of former plans also provides an indication of the 

ǊŜƭƛŀōƛƭƛǘȅ ƻŦ ōŀƴƪǎΩ ŦƻǊŜŎŀǎǘǎΦ Lƴ this backtesting exercise, ōŀƴƪǎΩ ŦƻǊƳŜǊ Ǉƭŀƴǎ for loan growth are 

retrospectively compared with the actual growth for the year. 

Backtesting the forecasted loan growth for нлмс όŀŎŎƻǊŘƛƴƎ ǘƻ ōŀƴƪǎΩ ŦǳƴŘƛƴƎ Ǉƭŀƴǎ ŀǎ ƻŦ YE 2015) 

against actual growth shows that the general trends in the data have not been borne out in many 

cases (Figure 3).9 For CY, GR, IE and PT, for example, the originally planned decline in total assets is 

reported to be even greater in the actual figures. In contrast, for other countries, which expected 

positive growth, the increase was in several cases greater than originally assumed, for example for 

FR, HU, LT, NL and SK. For several other countries, the difference between forecasted and real 

growth was rather small (e.g. for AT, BG and LV). The two most significant country-level mismatches 

in the data (i.e. BE and GB) were driven by institution-specific measures in these countries. 

Figure 3: Backtesting of planned versus actual client loan growth in 2016 at country level10 

 

 

 

  

                                                                                                               

9
 The analysis is carried out for client loans (loans to households and NFCs) and at country level. 

10
 The analysis is based on a balanced sample of banks. 
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Assessment of planned asset growth 

The asset side is considered ǘƘŜ ŘǊƛǾŜǊ ŦƻǊ ōŀƴƪǎΩ ōǳǎƛƴŜǎǎΣ and in theory its growth is connected to 

economic conditions. This implies that trends in asset growth might be linked to the dynamics of 

GDP. At the EU level, historical data suggest that the growth dynamics of GDP and total assets are 

somewhat comparable. Whereas the GDP growth dynamics are rather flat over time, the dynamics of 

total assets are more volatile, and only in 2011 did the growth of total assets exceed GDP growth. 

The analysis also shows that loan growth does not necessarily move in accordance with GDP trends, 

which can in particular be seen in 2011 and 2015, when loan growth significantly increased and 

exceeded GDP growth, while the latter remained relatively constant (Figure 4).11 

Figure 4: Evolution of GDP, total assets and loans (EU total) 

 

Source: EU Commission and European Central Bank (Consolidated Banking Data). 

 

The analysis of total asset growth shows that, for several countries, cumulative asset growth forecast 

and GDP growth are comparable, for example for BG, FR and MT. However, there are also countries 

for which the expected increase in assets is considerably below GDP growth. Whereas in several 

cases (e.g. BE, GB, GR and PT) this can be explained by asset disposals or transfers, this is not the 

case for, for example, CZ, RO and SI. In other cases, the increase in total assets seems to be 

ambitious, as it significantly exceeds general economic dynamics. For CY, LT, SE and SK, for example, 

the assumed increase in total assets is more than 5 percentage points higher than the countryΩs GDP 

growth. However, in some of these cases, for example for SE, such differences can be explained by 

the international nature of the relevant ōŀƴƪǎΩ ōǳǎƛƴŜǎǎ, which contributes to differences between 

GDP and total assets dynamics: in the case of an internationally active bank, the economic trends in 

all of its main countries of operation would need to be considered in such an analysis (Figure 5). 

                                                                                                               

11
 Furthermore, in 2016 the negative loan growth differs significantly from the positive GDP development. 
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Figure 5: Difference between total asset growth and GDP growth by country and for the EU, in 

percentage points (YE 2016-2019)12 

 

Source for GDP growth: EU Commission. 

 

 

Analysis of drivers of loan growth 

Client business τ loans to households and NFCs τ can be considered one of the main drivers of 

expected total asset growth. Client lƻŀƴǎ ŀǊŜ ŀƭǎƻ ŀǘ ǘƘŜ ŎƻǊŜ ƻŦ ŀ ōŀƴƪΩǎ ōǳǎƛƴŜǎǎ ŀƴŘ ǊŜǇǊŜǎŜƴǘ 

ōŀƴƪǎΩ ǊƻƭŜ ŀǎ ŀ ǇǊƻǾƛŘŜǊ ƻŦ ŎǊŜŘƛǘ ǘƻ ǘƘŜ ǊŜŀƭ ŜŎƻƴƻƳȅΦ CƻǊ ǘƘƛǎ ǊŜŀǎƻƴΣ ŀ ƳƻǊŜ ŘŜǘŀƛƭŜŘ investigation 

of potential drivers of the growth of this asset class was performed in the form of a multiple linear 

regression analysis.13 The analysis was based on bank-level observations and its outcome variable 

was the forecasted growth of client loans in 2017. Bank-specific parameters such as capital ratio, NPL 

ratio and funding mix, as well as macroeconomic indicators such as unemployment rate and GDP 

growth were considered potential drivers of ōŀƴƪǎΩ loan growth forecasts. 

While some of the key variables (e.g. Tier 1 (T1) capital ratio, leverage ratio, GDP growth) do not 

have a statistically significant impact, other selected variables (e.g. NPL ratio, share of long-term debt 

securities in total funding, stable funding) have explanatory power on loan growth forecast. The 

following explanation focuses on the NPL ratio as a main driver, because of its impact of high 

magnitude.14 The analysis shows that there is a strong negative correlation between NPL ratio (2016) 

ŀƴŘ ōŀƴƪǎΩ ŎƭƛŜƴǘ ƭƻŀƴ ƎǊƻǿǘƘ ŦƻǊŜŎŀǎǘ όнлмтύ, suggesting that banks with higher NPL ratios forecast 

lower loan growth. The correlation coefficient is ς0.40 and significant at a 5% level of significance 

(Figure 6). 

                                                                                                               

12
 ¢ƘŜ ŎǳƳǳƭŀǘƛǾŜ D5t ƎǊƻǿǘƘ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΩǎ European Economic Forecast of May 2017. For 

validation purposes, expected GDP growth for 2019 (not provided in the Economic Forecast) is assumed to be the same as 
that for 2018 (see Figure 41 in the Annex). 
13

 See the Annex for a more detailed explanation of the model specifications. 
14

 See the Annex for a more detailed presentation of the findings on other parameters considered. 
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Figure 6: Correlation between NPL ratio (2016) and loan growth forecast (2017) at bank level (%) 

 

The results of the analysis also show that the correlation between NPL ratio and loan growth forecast 

is stronger for banks with a T1 capital ratio below the median value (15.7%).15 While the correlation 

coefficient is ς0.49 for less capitalised banks, it is ς0.34 for more capitalised banks. This suggests that 

less capitalised banks are more sensitive to the NPL ratio than higher capitalised banks when 

considering extending new (household and NFC) lending (Figure 7). 

Figure 7: Correlation between NPL ratio (2016) and loan growth forecast (2017) given the level of T1 

capital ratio: banks with T1 capital ratio below the median value (left) and above the median value 

(both analysed at bank level: %) 

   

 

                                                                                                               

15
 This is the median value of T1 capital ratio in the sample considered for this analysis. 
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[ƛŀōƛƭƛǘȅ ǘǊŜƴŘǎ ŀƴŘ ŘȅƴŀƳƛŎǎ 

Forecasted liability growth and its composition 

As with the asset side, banks also expect equity and liabilities to increase. Growth is relatively 

diversified, including client deposits (deposits from households and NFCs) as well as long-term debt 

securities and equity (Figure 8). 

Figure 8: Growth of selected liability classes (EU) 

 

 

With projected growth throughout all forecast years, client deposits remain the main component in 

9¦ ōŀƴƪǎΩ funding mix. The share of client deposits in total funding is assumed to increase constantly 

from 51.3% in 2016 to 52.7% in 2019. The share of long-term market-based funding is assumed to 

decline from 20.5% in 2016 to 20.1% in 2017, and then to increase again to 20.8% in 2019. Short-

term market-based funding is expected to decrease from 4.5% to 4.1% between 2016 and 2019. 

After a slight increase from 23.8% in 2016 to 23.9% in the following year, in parallel with a similar 

trend on the asset side, interbank financing (deposits from financial corporates and repurchase 

agreements) is expected to decrease in the following years to 22.5% (Figure 9).16 

                                                                                                               

16
 !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ 9.!Ωǎ Report on asset encumbrance, published in July 2017, interbank financing is also one of the main 

sources of asset encumbrance in the EU. However, its share has decreased in the past, in favour of an increase in the share 
of covered bonds issued, confirming the trend towards an increasing share of covered bonds in market-based funding. 
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Figure 9: Funding composition (EU)17 

 

 

Furthermore, aŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ǊŜǎǳƭǘǎ ƻŦ ǘƘŜ 9.!Ωǎ latest Risk Assessment Questionnaire, banks are 

optimistic about the growth of client deposits as well as market-based funding.18 The answers to the 

questionnaire support the finding based on the funding plan data that, in their own opinion, banks 

continue to rely on funding from retail deposits.19 However, compared with banks, significantly fewer 

analysts expect an increase in deposits from retail clients.20 With respect to market-based funding, 

more than 40% of the banks intend to attain more senior unsecured funding, according to the 

answers to the same questionnaire. An even larger share of market analysts expects growth in this 

asset class (Figure 10 and Figure 11).21 

                                                                                                               

17
 Figure 37, Figure 38, Figure 39 and Figure 40 in the Annex show the share of the different funding instruments by 

country. 
18

 The Risk Assessment Questionnaire is conducted on a semi-annual basis among banks and market analysts, with the 
latest one taking place in April and May 2017 
(https://www.eba.europa.eu/documents/10180/1898284/Risk+Assessment+Questionnaire+-+June+2017.pdf/fe1990a6-
91af-40b3-b381-85908e64a6bb). 
19

 The share of banks that want to attain more retail deposits is about 55%, which is in line with December 2016 results. 
20

 The share of agreements went down from 25% in December 2016 to 15% in June 2017. 
21

 The share of agreements went up to 55% in June 2017 from less than 45% in December 2016. 

https://www.eba.europa.eu/documents/10180/1898284/Risk+Assessment+Questionnaire+-+June+2017.pdf/fe1990a6-91af-40b3-b381-85908e64a6bb
https://www.eba.europa.eu/documents/10180/1898284/Risk+Assessment+Questionnaire+-+June+2017.pdf/fe1990a6-91af-40b3-b381-85908e64a6bb
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Figure 10: 9.!Ωǎ wƛǎƪ !ǎǎŜǎǎƳŜƴǘ vǳŜǎǘƛƻƴƴŀƛǊŜ ŦƻǊ ōŀƴƪǎ 

 

 

Figure 11: 9.!Ωǎ wƛǎƪ !ǎǎŜǎǎƳŜƴǘ vǳŜǎǘƛƻƴƴŀƛǊŜ ŦƻǊ ƳŀǊƪet analysts 

 

 

Trends in planned client deposits 

Client deposits are projected to grow in all countries on a cumulative basis. Trends in client depositsΩ 

growth are in line with asset growth rates. The top five countries projecting the highest growth rates 

(LT, SE, SK and PL) are the same as for the asset side (see Figure 2). Following a decrease in their 

deposit base, GR banks project gradually increasing growth in both household and NFC sectors 

between YE 2016 and 2019. Trends are approximately similar in CY. None of the countries expects a 
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decrease in deposits in the forecast period, even though for six countries deposit growth in 2017 is 

assumed to be negative (Figure 12).22 

Figure 12: Growth of deposits from households and NFCs by country and for the EU, YE 2016-2019 

 

 

Backtesting of former plans for deposit growth 

For client deposits, backtesting shows that for many countries expected growth rates have been met 

or even exceeded. In contrast with the trends for loans, even countries expecting a decline saw 

positive growth in 2016 (e.g. HR, HU and SI). However, for PT the negative growth was greater than 

expected, and IE and LV saw a decline in client deposits despite forecasting their increase. For the 

countries that had planned the most significant growth in client deposits (GR, MT and PL), this was 

not achieved. Furthermore, for ES the increase was smaller than originally assumed. Similarly to the 

dynamics for loans, the two most significant mismatches, in BE and GB, were driven by institution-

specific measures in these countries (Figure 13). 

Figure 13: Backtesting: planned versus actual client deposit growth in 2016 at country level23 

 

                                                                                                               

22
 A detailed annual breakdown of client deposits for the EU and by country can be found in Figure 36 in the Annex. 

23
 The analysis is based on a balanced sample of banks. 
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With parallel growth in loans and deposits for most countries and at the EU level, on average, loan-

to-deposit ratios are expected to remain relatively stable.24 However, the dispersion of the loan-to-

deposit ratio among countries remains broad. This dispersion is driven by different funding models in 

different Member States. For example, in DK there is a less significant role for deposits, as banks 

focus on the covered bond-based funding model. Three key trends in the development of the loan-

to-deposit ratio can be identified. For several countries, for example for FI, NL and IT, as well as for 

the EU on average, the ratio remains relatively stable. Other countries see a decline as increase in 

deposits dominates increase in loans, or decrease in loans is larger in magnitude than decrease in 

deposits, for example in GB, IE and PT. GR shows a material fall in the ratio, driven by the ambitious 

plans for deposit growth. Finally, there is a group of countries with a growing loan-to-deposit ratio, 

with client loans projected to grow faster than client deposits. Countries in this group include AT, CZ, 

DE, FR and HU (Figure 14). 

Figure 14: Loan-to-deposit ratio by country and for the EU 

 

 

 

Deposit-like and innovative funding instruments25 

Reported data show that neither deposit-like nor innovative funding instruments form a significant 

proportion of ōŀƴƪǎΩ ǘƻǘŀƭ ŦǳƴŘƛƴƎ. In cases where banks reported such instruments, these were 

multi-currency deposits, structured deposits, bancassurance or similar products. Innovative funding 

instruments are non-vanilla structures that the industry has started to issue in the recent past 

(Figure 15 and Figure 16). 

 

 

                                                                                                               

24
 Loan-to-deposit ratio describes balance sheet structure and does not take into account the maturities of loans or 

deposits. 
25

 These are deposit-like financial instruments sold to retail customers. An example would be a product that has some 
notional or real concept of capital protection but may have a variable performance outcome. 
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Figure 15: Share of deposit-like instruments in total funding 

 
 

Figure 16: Share of innovative funding instruments in total funding 

 

 

 

 

Assessment of planned growth in client deposits 

Similarly to the assessment of the growth assumption on the asset side, the following analysis 

compares the dynamics of deposits with GDP growth at country level. The underlying assumption is 

that economic growth might be considered a cap for the expected increase in deposits. In contrast to 

the asset side, expected deposit growth is above GDP growth in 16 countries (for the asset side, 10 

countries; see Figure 5 for the asset side data). For 9 countries, the assumed increase in deposits is 

more than 5 percentage points above forecasted GDP growth (for the asset side, 4 countries). 
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However, for many countries, such as ES, FR and SE, a simple comparison of deposits with the GDP 

trends, which indicates domestic economic characteristics, once again does not capture the full 

picture, as certain banks have significant cross-border activities and are therefore influenced by 

further economic parameters (Figure 17). 

Figure 17: Difference between client deposit growth and GDP growth by country and for the EU, in 

percentage points (YE 2016-2019)26 

 

Source for GDP growth: EU Commission. 

 

The analysis shows that planned deposit growth is ambitious in many countries. Evidence suggests 

that banks are able to significantly expand their deposit funding (see box above, Ψ.acktesting of 

former plans for deposit growthΩ), but caution is needed in case such expansion will no longer be 

possible. If banks do not meet their target deposit growth rates, it will mean that they will have to 

either reduce their assumed expansion on the asset side or replace planned deposits with market-

based funding instruments. The latter would be a drag on net interest income, as funding through 

debt securities issued is in many cases more expensive than funding through deposits. 

 

Trends in market-based funding 

The proportion of long-term debt securities (including unsecured and secured instruments) in the 

total funding mix was 20.5% in 2016 and is assumed to be 20.8% in 2019. The outstanding amounts 

of long-term unsecured debt securities are projected to increase from EUR 2.3 trillion to 

EUR 2.5 trillion. Similarly, long-term secured funding is expected to grow, with an expected overall 

increase from EUR 1.5 trillion in 2016 to approximately EUR 1.6 trillion in 2019. This suggests that the 

share of covered bonds as a source of asset encumbrance will continue the rising trend that has been 

observed.27 Within long-term secured instruments, the proportion of covered bonds is significantly 

larger than the proportion of asset-backed securities (ABS). In 2016, approximately 84% of these 

                                                                                                               

26
 ¢ƘŜ ŎǳƳǳƭŀǘƛǾŜ D5t ƎǊƻǿǘƘ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ 9ǳǊƻǇŜŀƴ /ƻƳƳƛǎǎƛƻƴΩǎ 9ǳǊƻǇŜŀƴ Economic Forecast of May 2017. For 

validation purposes, the expected GDP growth for 2019 (not provided in the Economic Forecast) is assumed to be the same 
as that for 2018 (see Figure 41 in the Annex). 
27

 {ŜŜ ǘƘŜ 9.!Ωǎ Report on asset encumbrance, published in July 2017. 
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instruments were in the form of covered bonds and only 9% were in the form of ABS. Issuance 

volumes of covered bonds are strongly driven by DE, DK, FR and SE. The remainder is comprised of 

other secured funding instruments. Within the planning horizon, secured funding also remains driven 

by covered bonds, and ABS are expected to continue to play a rather subdued role in ōŀƴƪǎΩ overall 

funding mix (Figure 18). 

Figure 18: Long-term secured and unsecured funding and mix of secured funding debt, EU 

(EUR billions (left axis) and their share (right axis)) 

 

 

Projected gross issuance volumes are growing in most jurisdictions and for most of the market 

funding instruments covered (long-term unsecured instruments, covered bonds, ABS) over the 

forecast years, driven by several factors, which include maturing debt, asset growth and to an extent 

also replacement of short-term debt with long-term instruments.28 Projected gross issuance volumes 

are highest for unsecured instruments, which include common senior unsecured instruments but 

also subordinated debt instruments; changes in the funding mix are also being driven by MREL-

eligible instruments. The latter may involve shifts from issuances by ōŀƴƪǎΩ ƻǇŜǊŀǘƛƻƴŀƭ ŎƻƳǇŀƴƛŜǎ 

(OpCos) to issuances by holding companies (HoldCos) τ so-called structural subordination τ or to 

issuances of non-preferred senior debt.29 The most significant gross issuance volumes are expected 

by ōŀƴƪǎ ŘƻƳƛŎƛƭŜŘ ƛƴ ǘƘŜ 9¦Ωǎ largest economies. Planned annual gross issuance volumes for at least 

one of the forecast years reach approximately EUR 80 billion for banks domiciled in DE and FR and 

about EUR 50 billion for banks headquartered in IT, NL and SE (Figure 19).  

                                                                                                               

28
 Gross issuance volumes are reported for the forecast years only and for long-term instruments but not short-term ones. 
!ǎ ΨǎƘƻǊǘ-ǘŜǊƳΩ ƛǎ ŘŜŦƛƴŜŘ ŀǎ ŀ ƳŀǘǳǊƛǘȅ ғ 1 year, gross issuance volumes of such instruments per year might be misleading 
or might be misunderstood because of their intra-annual rollovers. 
29

 On legal subordination methods (structural, statutory and contractual subordination), see ǘƘŜ 9.!Ωǎ Report on the 
implementation and design of the MREL framework, pp. 116 f. 
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Figure 19: Gross issuance volumes of long-term unsecured instruments by country and year 

(EUR billions, countries with issuance volume > EUR 1 billion in at least one year) 

 

 

Projected gross issuance volumes of covered bonds are significantly lower than for unsecured 

instruments for most countries. However, several countries with a focus on these instruments in 

ōŀƴƪǎΩ funding mix, such as DK and SE, show significant planned issuance volumes, with above 

EUR 70 billion for SE for 2019. Banks in Member States that traditionally use this type of instrument 

as part of their funding mix, but to a lesser degree, still show significant projected gross issuance 

volumes. These include DE, ES, FR and IT (Figure 20).30 

Figure 20: Gross issuance volumes of covered bonds by country and year (EUR billions, countries with 

issuance volume > EUR 1 billion in at least one year) 

 

 

Securitised products are traditionally used in a smaller number of countries, which is reflected in the 

funding plans. The largest planned issuance volumes are expected from ES (around EUR 4 billion per 

                                                                                                               

30
 High levels of covered bond financing come in parallel with high levels of asset encumbrance, as shoǿƴ ƛƴ ǘƘŜ 9.!Ωǎ 

Report on asset encumbrance, published in July 2017 
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year), GB (increasing from EUR 2 billion in 2017 to about EUR 5 billion in 2019) and NL (increasing 

from around EUR 2 billion in 2017 to nearly EUR 10 billion in 2019) (Figure 21). 

Figure 21: Gross issuance volumes of ABS by country and year (EUR billions, countries with issuance 

volume > EUR 1 billion in at least one year) 

 

 

 

 

Market-based funding is expected to grow on a net basis 

The following analysis is based on yearly changes in the balances of debt securities issued. It shows 

the difference between the outstanding volumes at the beginning and end of the year. If this 

difference is positive, it means that gross issuances are larger than redemptions for that year.31 

Where the volume of issued debt securities goes beyond rollovers, banks have to find investors 

beyond those that might simply replace their current investment positions. If gross issuances are 

smaller than redemptions for a year, the assumed net issuance volume is negative, and the 

outstanding volume decreases during the year. 

Funding plan data show that forecasted net issuance volumes exceed EUR 10 billion in several cases, 

mainly in large and economically stable countries (DE, FR, SE) or in large countries that suffered from 

a significant economic downturn as a result of the financial crisis and are expected to recover further 

in the forecast years (ES and IT in 2019). Negative bars are mainly a result of the drop in gross 

issuance volumes in 2017 described above (Figure 22). 

 

                                                                                                               

31
 As this calculation takes into consideration year-by-year change in outstanding debt securities, it includes short- and 

long-term debt securities. 
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Figure 22: Net issuance volumes of short- and long-term debt securities by country and year 

(EUR billions, countries with net issuance volume > EUR 1 billion in at least one year) 

 

 

An analysis that sets the net issuance volumes in relation to outstanding debt instruments shows 

that large net issuance volumes do not translate into higher shares of outstanding debt securities. 

Countries that expect a significant increase in the volume of net issuances, such as DE, FR and SE, 

have relatively low ratios in this calculation. In contrast, the ratios are higher for GR and PL, for which 

the level of outstanding debt securities, the denominator of the ratio, is low (Figure 23). 

Figure 23: Net issuance volumes of short-and long-term debt securities as a proportion of 

outstanding debt securities by country and year (%, countries with net issuance volume 

> EUR 1 bilion in at least one year) 

 

 

 

 




















































