Risk Assessment
Questionnaire — Summary
of the Results

Autumn 2019

EUROPEAN
BANKING
AUTHORITY




Risk Assessment Questionnaire (RAQ) — Summary of the results

Contents

EUROPEAN
BANKING
AUTHORITY

Introduction 3
Summary of the main results 4
Banks’ questionnaire 7
1.  Business model / strategy / profitability 7
2 Funding / liquidity 23
3 Asset volume trends 25
4 Asset composition & quality 27
5.  Conduct, reputation and operational risk 33
6 FinTech 37
7 Sustainable Finance 39
8 General open question 41
Market analysts’ questionnaire 42
1 Business model / strategy / profitability 42
2 Funding / liquidity 50
3. Asset composition & quality 54
4 General Questions 60
5 General open question 63
Appendix: Risk Assessment Questionnaire for banks 64
Appendix: Risk Assessment Questionnaire for market analysts 65




EUROPEAN
BANKING

Risk Assessment Questionnaire (RAQ) — Summary of the results !
»
» AUTHORITY

1%

Introduction

The EBA conducts semi-annual Risk Assessment Questionnaires (RAQs) among banks and market
analysts. This booklet presents asummary of the responses to the RAQs carried out in Autumn 2019.
The RAQ results are published togetherwith the EBA’s quarterly Risk Dashboard (Q3 2019).

For this edition, 65 banks and 13 market analysts submitted their answers. The sample increased
from 53 banks in Autumn 2018 edition and 38 banks in previous editions, resulting in a more
balanced sample among countries and providing more representative results across EEA, with the
inclusion of relatively smaller banks. This requires however cautionin comparing results overtime.

The results of the survey are presented in an aggregate form. The questionnaires, for both banks
and analysts, can be found in the Appendices. The charts are numbered, with numbers
corresponding to the questions in the distributed questionnaires. Answers to the same questions
from former questionnaires may be presented wheredeemed relevant. For questions for which only
one answerwas permitted, any potential difference between the sum of shown responses and 100%
is due to respondents answering either “n/a” or “no opinion”. In the summary of the main results
most figures are rounded.

Should you wish to provide your feedback and/orcomments on thisbooklet, please do not hesitate
to do so by contacting rast@eba.europa.eu.



mailto:rast@eba.europa.eu

Risk Assessment Questionnaire (RAQ) — Summary of the results l
BANKING
AUTHORITY

Summary of the main results

Against the backdrop of a deteriorating economicoutlook and the prolonged very low interest rate
environment, banks and analysts’ responses point to rather bleak outlook for banks’ profitability.
Results of the survey indicate thatin orderto respondto this situation, banks are targeting operating
expensesandfee and commission income.

On a positive note, the low interest rate environment has reduced concerns about pricing obstacles
to MREL issuance. Similarly, the recent approval of revisions to the CRD V, CRR 2 and BRRD 2 (the
“Banking Package”) seem to have reduced the percentage of banks citing regulatory uncertainty
about MREL requirements as a concern.

Banks’ search foryieldis reflectedinthe RAQ responsesas banks expectto increase among others
their SME and consumer lending portfolios. At the same time, banks and analysts appear
increasingly pessimisticaboutasset quality developments, especially for CRE and SME exposures.

Banks and analysts have divergentviews on the main drivers of operational risk. While banks point
to cyber risk and data security, analystsidentify moneylaunderingand terrorist financing as well as
conduct and legal risk as the main drivers.

Business model / strategy / profitability

e The share of banks and analysts expecting a rise in profitability has further decreased. The
latest survey shows that only 20% of banks and 10% of analysts (compared to 25% and 20% in
the spring RAQ, respectively) expectanoverall increase in profitability in the next 6-12 months.
The share of banks suggesting their current earnings are covering the cost of equity (CoE) has
slightly increased (60% in Autumn 2019 compared to 55% in Spring 2019), which reflects the
increasing, compared to last year, percentage of banks reporting a CoE below 8%, and those
reporting an ability to operate in longer-term basis with a return on equity (RoE) of less than
10%. (Questions 3, 4, 8 and 9 for banks and Question 1 for market analysts)

e Banks continue to point at operating expenses and net fee and commission income as priority
areas they target to increase profitability. Automatisation and digitalisation as well as reduction
of overhead and staff cost are identified as the main means to trim operating expenses while

paymentand asset management services are targeted to increase fee income. (Questions 5 and
6 for banks)

e Lessthan 30% of banks consider M&As as a way to increase profitability. In line with previous
guestionnaires, banks identify cost and riskiness of such transactions as the main obstacle to
M&As as well as the complexity of these operations. On the other hand, most of the analysts
identify regulatory requirements as the main obstacle to such transactions. (Question 2 and 7
for banks and Question 13 for market analysts)
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With regards to Brexit, 70% of analysts responded that they expect negative implications for the
banking sector (down from 80% in spring RAQ). As in previous RAQs, banks are responding or
plan to respond to Brexit-related risks mainly by ensuring access to EU-based financial market
infrastructures and re-paperingexisting contracts (80% of the banks for both) and issuances of
MREL eligible liabilities under the EU law (65% of the banks). (Question 11 for banks and
Question 4 for market analysts)

Funding / liquidity

Banks mainly intend to attain more senior non-preferred and Holding Company (HoldCo) debt
(40%) as well as retail deposits (35%). These shares were rather stable compared to the previous
survey (45% and 40%, respectively). Similarly, analysts expect more issuances of senior non-
preferred and HoldCo debt. However, in contrast to banks, the percentage of analysts expecting
more senior unsecured funding strongly increased to 45% (from 15% in the spring RAQ).
(Question 13 for banks and Question 8 for market analysts)

Banks’ concerns about MREL-eligible issuance have decreased. The percentage of banks
pointing to pricing and uncertainty on required MREL amount as constraints for MREL-eligible
issuance fell to 50% and 30% respectively (60% and 40% in the previous RAQ). However, the
percentage of banks pointing to uncertainties about the eligibility of instruments remain at
similarlevels (35%). (Question 14 for banks)

Asset volume trends and asset quality

SME financing, consumer credit, residential mortgage and corporate lending continue to be
the portfolios most banks intend to grow in volumes. On the contrary, a heightened compared
to other asset categories, albeit stable, percentage of banks plan to reduce their exposures to
CRE, sovereign and asset finance. (Question 15 for banks)

In comparison to the previous RAQ, the percentage of banks expecting a deterioration in asset
quality increased for all portfolios except for asset finance exposures. The increase was the
largest for SME lending (from 20% to 30%) and CRE lending (from 25% to 35%). In the same vein,
the percentage of market analysts expecting a deterioration in SME lending and CRE lending
significantly increased. In addition, more analysts also increasingly point to a deterioration in
the quality of consumer credit. (Question 16 for banks and Question 10 for market analysts)

Both banks and analysts agreed in referring to lengthy and expensive judiciary processes as the
main impediment to resolve NPLs (60% of banks and 100% of marketanalysts, both around 70%
in the spring RAQ). (Question 18 for banks and Question 11 for market analysts)
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Conduct / reputation / operational risk

The percentage of banks and analysts expecting anincrease in operational risk remained roughly
unchanged (55% in both cases). However, while banks identified cyber risk and data security as
the main operational risk challenge (90%), analysts point to money laundering and terrorist
financing, and to conduct and legal risk as the main sources of operational risk (70% of
respondentsin both cases). (Question 22 for banks and Question 6 for market analysts)

FinTech

The most common and relevant forms of banks engagement with FinTech continue to be (1) the
development of in-house their own products/services (85%) and (2) the establishment of
commercial partnerships with non-bank FinTech firms/start-ups (80%). With regard to adopted
technologies, 70% of banks use cloud computing, and more than 60% use digital or mobile
wallets, big data analytics, biometrics and artificial intelligence. 30% of banks also responded
that they are pilot-testing smart contracts and distributed ledgertechnology. (Question 23 and
25 forbanks)

Sustainable Finance

Energy-efficient mortgage loans are the most popular green product offered by banks. 80% of
banks offeror planto develop this product. Moreover, 50% of banks offeror plan to offer green
commercial buildingloans. (Question 26 forbanks)

As regards funding, half of the banks responded that they had already issued green bonds (up
from 40% in the previous RAQ), mainlyin the form of green seniorunsecured bonds (90%). 90%
of the banks indicated the main reason for issuing green bonds is attracting new and diversified
investors. Pricing advantages were only highlighted by 10% of the respondents. (Questions 26
and 27 for banks)

General open question

In the open question on perspective risks, banks and market analysts continue to point to central
bank policies and the low interest rate environment along with global economic developments
such as trade tensions and the macroeconomic outlook as the main sources of vulnerability for EU
banks.
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1. Business model / strategy / profitability

Question 1: Autumn 2019 results

Q1 You envisage making material changes to your bank's business model going

forward?
0% 10% 20% 30% A0% 50% 60%
Agree
Disagree |
No opinion |
Q1lb If you agree with Q1:
0% 10% 20% 30% 40% 50% 60%

&) Dueteo increasing competition arising from banking
disintermediation (e.g. FinTech, shadow banking,...

b} Due to regulstory requirements on resolvabiliy
£) Due to internal sraregies and planninz I N

d) Due to other reasons not mentioned here I

B Agree B No opinion

Question 1: Comparison with earlier results

Q1 You envisage making material changes to your bank’s
business model going forward?

40% 37%

30%
20%
10%
0%

5 o 3 3 el el
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Question 2: Autumn 2019 results

Q2 What are the main obstacles to M&A (multiple choice question):
1

Ed

S% 10% 15% 20% 25% 30% 35% 40% 45% 50%

a) Complexity

bj Cost and riskiness of such transactions

) Cultural espects

d) Lack of trangpar ency on asset quality of the potential partners

2] Regulatory requirements and supervisory stance/actions/view

) Lack of business cases/opportunities

g) No opinion

Q2b if you agree with e} regulatory requirements:

0% 10% 20% 30% 4% 50% B0% T0% BO%e S0%

i. From national waivers on liquidity and capital not being exerceed _

Biaibeiioiiivintonindll |
stance/actions/view
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Question 2: Comparison with earlier results

Q2 What are the main obstacles to M&A (multiple choice question):
60%

50%
45%
40%
40 37%
30%
20%
14%
12% 12% M
11%
10%
0%
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a) Complexity b} Cost and riskiness of such ¢) Cultural aspect d) Lack oftransparency on | €) Regulatory requirements ) Lack of business f) No opinion
transactions aset quality of the patential cases/opportunities
partners
Q2b if you agree with e) regulatory requirements:
78%
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50%
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30%
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i. From national waivers on liquidity and capital not

ii. From other regulatory requirements [
being exercised

supervisory stance/actions/view
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Question 3: Autumn 2019 results

Q3 Your bank can operate on a longer-term basis with a return on equity (ROE):

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

a) Below 8%

c) Between 10% and 12%

e) Above 14%

d) Between 12% and 14% _

Question 3: Comparison with earlier results

Q3 Your bank can operate on a longer-term basis with a return on equity (ROE):
70%

60%

50%

46%
40%

40%

30%

20%

8%
- /—_/\‘;%
0%
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a) Below 10% b) Between 10% and 12% c) Between 12% and 14% d) Above 14%
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Question 4: Autumn 2019 results

Q4 You expect an overall increase in your bank's profitability in the next 6-12
months.

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Agree

Somewhat agree
Somewhat disagree
Disagree

No opinion

Question 4: Comparison with earlier results

Q4 You expect an overall increase in your bank's profitability in the next 6-12

months:

30%

25%

20%

15%

10%

5%

0%
5 % 9 2 3
= an = an =
g = g = £
2 =1 2 =4 2
=] L =] v 3
= = Ed
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Question 5: Autumn 2019 results

Q5 You primarily target this area for increasing profitability in your bank in the next months (ranking according to priority
with 1-High Priority and 4-Low Priority):

0% 10% 20% 30% 40% 50% 60%

a) Net interest income

b) Net Fees and Commissions income

c) Other operating income

d) Operating expenses / costs reduction

e) Impairments

f) Other

W 1-High priority 2 - Medium high priority M 3 - Medium low priority W 4 - Low priority

Q5b If you rank b) Net Fees and Commissions Income with (1) or (2), what is the main area to increase net
fees and commission income

0% 10% 20% 30% 40% 50% 60%

i. from payment services

ii. from asset management services
iii. from insurance products

iv. Investment banking fees

v. Other

12
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Question 5: Comparison with earlier results

Q5 You primarily target this area for increasing profitability in your bank in the next months

60%
52%
50%
43%
40%
32%
30%
20%
12%
10%
5%
2%
—————
0%
5 % 8 2 8 = 8 8 3 8 3 8 8 3 3 53 8 8 3 38 5.8 % 3.8 583 3 ¢
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a. Net interest ncome b. Net Feesand Commissions c. Other operating income d. Operating expenses [ costs e Imparments f.Other
Q5b If you rank b) Net Fees and Commissions Income with (1) or (2), what is the main area to increase net fees
and commission income?
0%
803 54%
50%
50%
40% 37%
30%
19% 19%
20%
10%
0%
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services
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Question 6: Autumn 2019 results

Q6 You primarily aim to reduce operating expenses / costs through (multiple choice question)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

a) Overhead and staff costs reduction

b) Outsourcing

c) Off-shoring or near-shoring

d) Reducing business activies (business lines and locations, incl. branches)
e) Increasing automatisation and digitalisation

f) Other

Question 6: comparison with earlier results

Q6 You are reducing operating expenses / costs through (multiple choice question)
100%

/\J%
90%

80%
80% ./\._——4

70%
60%
50%
40%
30%

20%

14%
12% 11%
10%
%
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a) Overhead and staff costs b) Outsourcing c) Off-shoring or near-shoring d) Reducing business activies e) Increasing automatisation and f) Other
reduction (business lines and locations, incl digitalisation
branches)
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Question 7: Autumn 2019 results

Q7 Are you considering M&A as a mean to improve profitability?

0% 5% 10% 15% 20% 25% 30% 35% 40%

No Opinion E

Q7b if you agree with option a) are you potentially considering M&A
transactions with/of

0% 10% 20% 30% 405 50% 60% 70% 80%

i) Other EU/EEA credit institutions
iii) Credit institutions based outside the EU/EEA

iv) Fintech companies

v) Others
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Question 8: Autumn 2019 results

Q8 Your current earnings are covering the cost of equity

0% 10% 20% 30% 40% 50% 60% 70%
Agree
Disagree
Question 8: comparison with earlier results
Q8 Your current earnings are covering the cost of equity
70%
58%
7 e
50% g - =
40%
30%
20%
10%
0%
5 3 3 3 9 g
= £ & £ & £
5 Z 5 E = E
wi 3 w 3 w 3
z x x
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Question 9: Autumn 2019 results

Q9 You estimate COE at:

0% 10% 20% 30% 40% 50% 60%

aseovsx |
b) Between 6% and 8% _
renenssio:

Question 9: comparison with earlier results

Q9 You estimate COE at:

100%
50%
BO%
0%
60% 57%
50%
A%
30%
18% 18%
0% /\_—-0—4
10% - 6%
0%
5 3 3 a il 5 3 L ] g3 e L L ] g3 e L L ] g
< an 3 & 3 c & c a = = ) = an = = an = an =
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3 = 3 = 3 3 = 3 = 3 3 = 3 a2 3 3 a2 3 a2 3
5 I 5 v 5 = w 5 w 5 5 wi 5 wr 5 5 wi 5 wr 5
<X <X < < < < < < < < < <
a. Below 8% b. Between B% and 10% c. Between 10% and 12% d. Above 12%
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Question 10: Autumn 2019 results

Q10 Do you expect material adverse implications for your bank's business from current political
and economic developments?

0% 10% 20% 30% 409 50% 60%

Agree

No opinion

10b If you agree: which are the current international developments that mainly affect your
bank's business (multiple choice question):

0% 10% 20% 30% 40% 50% 60%

e
b) Economic and political challenges in EU member states _

c) Potential adverse developments in emerging market economies -

o) Resugence o ol prorectorsm

e) Other adverse international trends -

18
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Question 10: comparison with earlier results

10b If you agree: which are the current international developments that mainly affect your bank's business (multiple choice

guestion):
T0%
B0% 57%
L
50%
40% 10%
40% /—a 37%
30%
20%
o 6% 5%
0%
= a2 a2 s a 3 = a =al/=a a a = a a | a3 a3 2
E g E E 5 E E g E E 5 E E £ E E 5 E
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a) Brexit bj) Economic and political ) Potential adverse developments d) Resurgence of global €) Other adverse international  g) Monetary policy of major central

challengesin EU member states | in emerging market economies protectionism trends banks|eg. ECB, Fed, BoE)
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Question 11: Autumn 2019 results

Q11 How have you responded / are you aiming to respond to current and future risks related to the UK
withdrawal from the EU (Brexit)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

a) Relocation of business activities to the EU

b) Establishment of new subsidiary or branch in the UK or EU

c) Reduce exposure to UK counterparties

d) Diversifying access to funding and becoming less reliant on UK wholesale funding market

e) Re-papering existing contract {including derivatives) to EU entities

f)  Ensuring access to EU-based finandial market infrastructures, including moving derivatives
clearing to EU-based CCPs

g) Issue MREL eligible liabilities under the EU law or with contractual bail-in dauses

h) Other

"

mAgree mDisagree m No Opinion

Question 11: comparison with earlier results

Q11 How have you responded / are you aiming to respond to current and future risks related to the UK withdrawal from the EU (Brexit)

100%
90%
78% 80%
0% —

. /
0% /

50%
0% 8% s7%
30% 26%
R—
20%
20% /
10% 8%
—
0%
9 a a a 9 2 2 2 2 2 2 2 2 2 2 2
® P E) 2 ® = F) 2 ® = ® : E) = ® P
£ £ £ 3 £ E £ 3 £ E £ 3 £ E £ 3
& El & El & El & El & El & ] & El & El
H H E H E E E H
@) Relocation of business actvities to b)  Establishment of new subsidiary €] Reduce exposure to UK d) Diversfying accessto funding and &) Re-papering exsting contract 1) Ensuring accessto EU-based g) Issue MREL elgibie iabilties h) Other
or branch in the UK or EU counterpaties becoming less refiant on UK wholesale (ncluding derivatives) to EU entities fnancia market infrastructures under the EU law or with contractual
funding market paikin clauses
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Question 12: Autumn 2019 results

Q12 Your bank is working on solutions for the replacement of IBOR benchmark rates (EURIBOR/
EONIA, LIBORs etc.).

0% 10% 209 30% 40% 50% 60% 70% 80% 90% 100%

Agree

Disagree .

No opinion

Q12a If you agree: In which areas is your bank working on such solutions (multiple choice
question):

70% 75% 80% 85% 90% 95% 100%

i. Related to new business (e.g. issuance of new funding instruments with
variable rates refarrring to new / alternative risk free rates)

iii. Related to the bank's internal operations, capabilities and systems (e.g.
valuation models)

" ontracts eptacing xising 808 rrerences o aternaiveorcs. TN
contracts, replacing existing IBOR references to alternative ones)

12b In which area would you currently see the biggest challenges and potentially the biggest risks in
your prepartions in view of the IBOR replacements?

0% 10% 20% 30% 40% 50% 60% 70%

i. Related to existing business on the asset side (e.g. variable rate loans)
ii. Related to existing funding (e.g. debt securities issued with variable rates)

iii. Related to other existing instruments / business (e.g. derivatives)

iv. Related to new business (e.g. newly issued debt securities, variable rate loans
or derivatives)

v. Related to changes in the bank's internal operations, capabilities and systems
(e.g. valuation models)

il

vi. | would not see any big challenges / big risks related to the IBOR replacements.

mAgree  mSomewhat agree W Somewhat disagree  mDisagree  mNo opinion

21
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Question 12: comparison with earlier results

Q12 Your bank is working on solutions for the
replacement of IBOR benchmark rates (EURIBOR /
EQONIA, LIBORs etc.)

100% o7
90% '\./
80%

70%
60%

50%

40%

30%

205

10%
0%
- - -
= an =
E = E
=
2 =3 2
= i 3
<L =L
12a If you agree: In which areas is your bank working on such solutions:
100% 97%
0% .\/ 87%
81%
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10%
0%
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E & E E & E E & E
2 k3 2 B B E 2 k-3 2
2 2 2 2 2 2
i. Related to new business (e.g. issuance of new funding instruments | ii. Related to existing business (e.g. preparing the change of existing | iii. Related to the bank’sinternal operations, capabilities and systems
with variable rates referrring to new / alternative risk free rates)

contracts, replacing existing IBOR references to alternative ones) (e.g. valuation madels)

12b In which area would you currently see the biggest challenges and potentially the biggest risks in your prepartions in view of the
IBOR replacements?

0%
N 63%
60%
50%
5%
5%
0%
30% 28%
20% 18%
10%
5%
0%
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2. Funding / liquidity

Question 13: Autumn 2019 result

Q13 You intend to attain more (multiple choice question):

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%
a) Senior unsecured funding | I
b) Senior non-preferred / Senior HoldCo funding | S
c) subordinated debt including AT1/72 | I
d) Secured funding (covered bonds) |
e) Securitisations
) Deposits (from wholesale clients) |
g) Deposits (from retail clients) | IEEREE-EE
h) Central Bank funding
i) Short-term interbank funding
j) CeTTinstruments |
k) Not applicable | N R
. . . .
Question 13: comparison with earlier results
Q13 You intend to attain more (multiple choice question):
70%
60%
50%
42%
40%
35%
o 26% 26%
zz%’_\/\
20%
1o 6% 6%
3% -]
% 0% 0%
0% oo 0 0O e o o o
T T R N = R R I I R O A
R I B R B B M B B B B B B B B B B B M B N B B S B B B B B B B B SR R T B B
e I N I N e I A N AN I AR RN
EsSsSSE:EREEEEREERERS|EiEREEREREsREREE s RS REREEREREEREEE
S Y 3V 3|3 3V 33D gD 33N 3D 3|3 3V 33D 3D 3|13V 3D 3|3V 3V 33V gV 33 Y g WV 33N 3 v 3
=T << < < <T < | < =T X < < < < =T < | <T << < < <T < < << < X <T <C | < =T < | X < <T
a) Senior b) Senior non- c) Subordinated d) Secured funding e) Securitisations = f) Deposits (from | g) Deposits (from | h) Central Bank i) Short-term J)CET1 k) Not applicable
unsecured funding preferred / Senior|  debt including | (covered bonds) wholesale clients) | retail clients) funding interbank funding | instruments
HoldCo funding AT1/T2
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Question 14: Autumn 2019 results

Q14 Which are the main constraints to issue subordinated instruments eligible for MREL (multiple
choice question)?

0% 10% 20% 30% 40% 50% 60%
a) Pricing (e.g. spread between MREL-eligible and MREL-ineligible instruments)
b) No sufficient investor demand (e.g. these instruments are not attractive in risk- _
return considerations)
¢) No sufficient investor demand due to regulatory and supervisory uncertainty _
&) Uncertinty on required ke amouns
e) Uncertainty on eligibility of instruments for MREL _
Question 14: comparison with earlier results
Q14 Which are the main constraints to issue subordinated instruments eligible for MREL (multiple choice question)?
70%
60%
50% 8%
40%
34%
1%
30%
20% 17% 17% 18%
e
10%
0%
r~ 3 = L) @ r~ -] o« o @ ~ -] 0 o @ ~ -] o o a ~ ] o a @ r~ ] = o @
| B B L L L B L L N L L N L B S S L N N R L SR L S B S L
< W @ € < @ c W < @ @ < o c @ c < W c o c < @ € o
£ < £ < £ H £ £ £ £ £ £ £ £ £ £ < £ £ H £ < £ < £ £ £ £ ] £
El 5 = 5 2 2 5 32 5 2 El 5 32 5 32 El 5 2 5 32 El 5 2 5 = 2 5 2 5 2
Fl v = w = El v Fl v = El v El v El El v El v El = ) = “ El Fl ) El ) =
< E Iz < < z | < < | < Ed < | 2 E ESNI-< E ke
a) Pricing (e.g. spread between b) No sufficient investor demand

c) No sufficient investor demand = d) Uncertainty on required MREL e) Uncertainty on eligibility of
due to regulatory and supervisory amounts instruments for MREL
uncertainty

MREL-eligible and MREL-ineligible = (e.g. these instruments are not
instruments) attractive in risk-return
considerations)

f) There are no constraints
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3. Asset volume trends

Question 15: Autumn 2019 results

Q15 Which portfolios do you plan to increase/decrease in volume during the next 12 months?
(multiple choice question)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

a) Commercial Real Estate
b) SME

c) Residential Mortgage

d) Consumer Credit

e) Corporate

f) Trading

g) Structured Finance

h) Sovereign and institutions
i) Project Finance

j) Asset Finance (Shipping, Aircrafts etc.)

"N'HHI

k) Other

M Increase M Decrease
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Risk Assessment Questionnaire (RAQ) — Summary of the results

ith earlier results

Ison w

Compari

Question 15

Q15a Which portfolios do you plan to increase in volume during the next 12 months? (multiple choice question)

100%

82%

83%

86%

90%

74%

80%

70%

60%

50%

8%

40%

38%

40%

28%

30%

23%

\fﬁ%

20%

6%

10%

0%

6T-Ulmny
61-8unads
ST-uwmny
|1-8unds
LT-uwinny
6T-UuwnNy
61-5unds
gT-uumny
gT-Sundg
LT-uumny
6T-Ulmny
61-8unads
ST-uwmny
81-8unids
LT-uwnny
GT-uwnny
61-Sundg
gT-uumny
g1-Sundg
LT-uumny
6T-Ulmny
61-8unids
ST-uwmny
81-8uids
LT-uwinny
GT-Uln Y
6T-Sundg
gT-uumny
g1-Sundg
LT-uwmny
6T-Ulmny
61-8unads
ST-uwmny
81-8unids
LT-uwmny
6T-UuwnNy
61-5unds
gT-uumny
gT-Sundg
LT-uumny
6T-Ulmny
61-8unads
ST-uwmny
81-8unids
LT-uwnny
6T-ULN Y
61-Sundg
gT-uumny
g1-Sundg
LT-uumny
GT-uwNNy
61-3unids
ST-uwmny
81-8uids
LT-uwinny

b) SME c) Residential d) Consumer e) Corporate f) Trading g) Structured h) Sovereign and i) Project Finance = |) Asset Finance k) Other

a) Commercial

Credit Finance institutions (Shipping, Aircrafts

Mortgage

Real Estate

etc)

Q15b Which portfolios do you plan to decrease in volume during the next 12 months? (multiple choice question)

40%

35%

31%

30%

24%

25%

23%

20%

13%

15%

11%

10%

8%

10%

5%

5%

3%

3%

5%

0%

6T-uwmny
6T-2ulds
gT-UWmhy
gT-8upds
LT-uwmny
GT-uwmny
6T-Sundg
ST-uwmny
8T-2ulds
2T-uwmny
6T-UWMny
6T-8upds
gT-uwmny
8T-undg
£T-uwmny
6T-UuWmny
6T-2ulds
ST-UWMhY
8T-Bunds
LTuwmny
GT-uwmny
6T-Sundg
gT-uwmny
8T-2ulids
2T-uwmny
6T-UWMny
61-8unds
gT-uwmny
8T-8undg
£T-uwmny
6T-uwmny
6T-2ulids
ST-UWmny
|T-Bunds
LT-uwmny
GT-UWmny
6T-Bundg
ST-uwmny
8T-2ulids
2T-uwmny
6T-UWmny
6T-8upds
gT-uwmny
8T-8undg
LT-uwmny
6T-Uwmny
6T-Surds
ST-Uwmny
gT-8upds
£T-Uwmny
GT-uwmny
6T-8undg
gT-uwmny
8T-8urds
2T-uwmny

b) SME c) Residential d) Consumer e) Corporate f) Trading g) Structured h) Sovereign and i) Project Finance |) Asset Finance k) Other

a) Commercial Real

institutions (Shipping, Aircrafts

Finance

Credit

Mortgage

Estate

etc)
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4. Asset composition & quality

Question 16: Autumn 2019 results

Q16 Which portfolios do you expect to improve/deteriorate in asset quality in the next 12 months?
(multiple choice question)

0% 10% 20% 30% 40% 50% 60%

a) Commercial Real Estate
b) SME

c) Residential Mortgage

d) Consumer Credit

e) Corporate

f) Trading

g) Structured Finance

h) Sovereign and institutions
i) Project Finance

j) Asset Finance (Shipping, Aircrafts etc.)

.”mm“

k) Other

M Improve M Deteriorate
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Q16a Which portfolios do you expect to improve in asset quality in the next 12 months? (multiple choice question)

Compar

60%
50%
20%
10%

0%

Risk Assessment Questionnaire (RAQ) — Summary of the results

Question 16

6 T-UwN Ny
6T-Bunids
ST-UwWmny
8T-2unds
£T-uwnyny
6T-uwnny
67-Bunds
ST-uwmny
8T-Bulds
£T-Uwmny
6T-uwnny
6T-Bunids
gr-uwn Ny
8T-Bunds
£T-Uwmny
GT-uwnny
6T-Bunids
gr-uwn Ny
8T-Bunds
£T-Uwmny
6T-Uwmny
6T-Bundsg
gT-uwnny
8T-Bunds
£T-Uwm iy
6T-Uwm Ny
6T-2unds
gT-uwnny
8T-Bunids
LT-uwnny
6T-Uwm Ny
6T-2unds
gT-uwnny
8T-Bunids
LT-uwnny
6T-ULWM Ny
6T-Bunds
ST-uwmny
8T-Sunids
ZT-uwn ny
6T-UWwMNY
6T-Bunds
ST-UwWmny
8T-2unds
£T-uwnyny
6 T-UwN Ny
6T-Bunids
ST-UwWmny
8T-2unds
£T-uwnyny
6T-uwnny
67-Bunids
ST-uwmny
8T-Bunds
£T-uwnny

k) Other

\_(:%

11%

j) Asset Finance
(Shipping, Aircrafts
etc)

6%

Nl

i) Project Finance
i) Project Finance

15%

/!

h) Sovereign and
institutions
h) Sovereign and

11%

W/

g) Structured
Finance

8%

v

f) Trading

22%

J

e) Corporate

23%

g%/

d) Consumer Credit

c) Residential
Mortgage

32%

/

Q16b Which portfolios do you expect to deteriorate in asset quality in the next 12 months? (multiple choice question)

b) SME

34%

/

a) Commercial Real
Estate
a) Commercial Real

40%
35%
30%
25%
20%
15%
10%

5%

0%

6T-Uwnny
6T-Bunids
ST-Uuwmny
8T-2unids
£T-uwnyny
GT-uwnyny
67-8upids
ST-UWm ny
8T-Bulids
£T-Uwmny
GT-uwnny
6T-Bunids
gT-uwnny
8T-Bunids
£T-Uwmny
GT-uwnny
6T-Bunids
gT-uwnny
8T-Bunids
AT-Uwmny
6T-Uwmny
6T-Bunidsg
gT-uwnny
8T-Bunds
£T-Uwmny
6T-Uwmny
6T-2unids
gT-uwnny
8T-8unids
£T-Uwmny
6T-Uwmny
6T-2unids
gT-uwnny
8T-8unids
LT-uwnny
6T-UWm Ny
6T-2unids
gT-uwnyny
8T-Sunids
LT-uwnny
6T-UWMNY
6T-Bunids
ST-Uuwmny
8T-2unids
LT-uwnyny
6T-Uwnny
6T-Bunids
ST-Uuwmny
8T-2unids
£T-uwnyny
GT-uwnyny
6T-Bunids
ST-UWm ny
8T-Bunids
£T-uwnyny
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c) Residential  d) Consumer Credit &) Corporate f) Trading g) Structured j) Asset Finance
Mortgage Finance institutions (Shipping, Aircrafts
etc)
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Question 17: Autumn 2019 results

Q17 What are your most commonly applied strategies for NPL reduction? (multiple choice
question)

0% 10% 20% 30% 40% 50% 60% 70% 80%

a) Hold and forbearance based strategies (i.e. holding NPLs and applying
suitable workout strategies and forbearance options)

b) Active portfolio reductions: sales (e.g. NPL portfolio transactions) _

c) Active portfolio reductions: NPL securitisations -

d) Change of type of exposure or collateral (e.g. foreclosure, debt to equity -
/ debt to asset swaps, collateral substitution)

e) Legal options (e.g. insolvency proceedings, out-of-court solutions) _

Question 17: comparison with earlier results

Q17 What are your most commonly applied strategies for NPL reduction? (multiple choice question)

90%
80% 75%
70%
o \’——"51%
50% 46%
0% \/
30%
20%
9%
10% 5% ._—__.\.
0%
@ Q @ @ Q @ @ Q @ @ Q @ @ Q @
i) b ) i) o i) i) b ) i) b ) i) o )
< 1) < < ] < < o < < 1) < < ] <
£ < £ £ = £ £ < £ £ < £ £ = £
2 - 2 2 -3 2 2 s 2 2 s 2 2 -3 2
Fl @ Fl Fl @ = Fl @ Fl Fl @ Fl = @ Fl
=4 =4 =4 z =4 =4 =4 =4 z =4
a) Hold and forbearance based strategies | b) Active portfolio reductions: sales (e.g. ¢) Active portfolio reductions: NPL d) Change of type of exposure or ) Legal options (e.g. insolvency
(i.e. holding NPLs and applying suitable NPL portfolio transactions) securitisations collateral (e.g. foreclosure, debt to equity,  proceedings, out-of-court solutions)
workout strategies and forbearance / debt to asset swaps, collateral
options)

substitution)
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Question 18: Autumn 2019 result

Q18 What are the impediments to resolve non-performing loans? (multiple choice question)

0% 10% 20% 30% 40% 50% 60% 70%
a) Lack of capital -

b) Lack of qualified human resources

¢) Tax incentives to provision and write off NPLs

d) Inefficient legal framework and judiciary process to resolve insolvency and
enforce on collateral

e) Lack of out-of-court tools for settlement of minor claims || | N ANNRNRNREGNG

) Lack of a market for NPLs/collaterals
g) Lack of public or industry-wide defeasance structure (bad bank)
h) Other

i) There is no impediment

i) Mainly due to complexity of the process

iii) Mainly due to expensive proceedings (also due to lack of out-of-
court tools)

iv) Mainly due to rules allowing postponement or delay of
enforcing collateral

i) Mainly due to lengthy duration of court procedures etc. —

v) Other
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Question 18: comparison with earlier results

Q18 What are the impediments to resolve non-performing loans? [multiple choice question)

80%
70%
60%
60%
50%
40%
34%
30%
22%
20% 17%
._./(.\li% 113%
10% 8% 8%
~_/'/ 4
- W
5822858823533 335%9323533295333935338333533235333¢2
oM £ o8 £ £ 8 £ @ £ 2 @ £ & £ & @ £ & £ | £ & £ & £ £ @ £ & £ £ & £ & £ 2 & £ @ £ & @ £ @ £
E £ E £ EE S E £ EEE EEEE EEE £ EECES ECE EECESE S EEE E S EE S EE EEE EEE
2 5 222 282 22 28252 2 ke 22 Eerz2 2 E2prz22r2pr22r2pEz2l2gg 2k
Sw 5w § 5aw 3§ a5 5w ia g Faia§isa ey s5a 5ae §5a 5w 5 5a 5w 55w 5 a5
T T S < e < < 4 < 4 <= < <A < A < 4 = < T
a) Lack of capital b) Lack of qualfied  ¢) Tax disincentives to d) Inefficient legal | e) Lack of out-of-court  f) Lack of amarket for  g) Lack of public or h) Other i) There isno
human resources  provision and write off framework and ook for settlement of MPLsfcolaterals industry-wide impediment
NP judiciary processto minor claims

defeaance structure

resolve insofvency and ({bad bank)

enforceon collateral
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Risk Assessment Questionnaire (RAQ) — Summary of the results

Question 19: Autumn 2019 results

Q19 What are the main drivers of the reduction in NPL levels during the past few years?
(please do not agree with more than 2 options)
0% 10% 20% 30% A0% 50% 60% T0% B0%

a) Accommaodative macroenvir onment (e.g. positive economic growth,
decr ezssing unem ployment)

b Investors appetite(including dueto low interest envirenment and
search for yield)

) Development of secondary marketsfor NPLs (e.g. market ertrance
of servicers, establishment of NPL transaction placfor ms and

introduction fupdate in securitisation laws or schemes) _
dj Efficiency of banks' NPL workout units and applied strategiesfor
MNPL reduction
e) Changestothe legal framework (e.g improved insolvency and l

foreclosure procedures) and judicial system (e.g. out of court
psocedures, mor e judges)

f) Other

EUROPEAN

BANKING
AUTHORITY
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5. Conduct, reputation and operational risk

Question 20: Autumn 2019 results

Q20 Since the end of your Financial Year 2007/8, your firm has paid out in the form of compensation,
redress, litigation and similar payments (converted to EUR) an aggregate amount of:

0% 5% 10% 15% 20% 25% 30% 35%

3} Below EUR 100m

bj Between EUR 100m and EUR 500m

|
|
¢) Between EUR 500m and EUR 1bn _
d) Between EUR 1bn and EUR 5bn _
&) Berween EUR 5bn and EUR 10bn -
f) Between EUR 10bn and EUR 20bn _
]

g) Morethan EUR 20bn

Question 20: comparison with earlier results

Q20 Since the end of your Financial Year 2007/8, your firm has paid out in the form of compensation, redress, litigation and similar
payments (converted to EUR) an aggregate amount of:

50%
45%
a40%
35% 32%
29%
30%
25%
25%
20% /
14%
15% /\\/
10%
5%
0%
~ = © o ~ - © a @ s © = o o ~ @ = o o
b = b 3 B 9 Gl 2 9 B 3 3 2 = 2 b = 7 9 b2
P ) B o z z » P & < < o T D 2 B & T P P
£ g Z Z £ g Z g g g
5 5 £ - s 5 5 5 £ H £ 1 5 £ 5 £ 5 £
2 & g 2 & 2 a = 2 2 £ & £ ] & s @ i
< << < < < < < << < <
a) Below EUR 100m b) Between EUR 100m and EUR 500m c) Between EUR 500m and EUR 1bn d) Above EUR 1bn
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Question 21: Autumn 2019 results

Q21 Looking at your bank, you expect litigation and misconduct costs in the next 6-12 months :

0% 10% 20% 30% A% 50% 60 7%

b To stay at current levek

Question 21: comparison with earlier results

0%

B0%

50%

A%

30%

20%

10%

0%

Q21 Looking atyour bank, you expect litigation and misconduct costs in the next 6-12 months :

63%

\,’"”j%

.-\-‘O-—ii%

Autumn- 18
Spring-19
Auturmn-19
Auturin- 18
Spring-19
Auturmn-19
Auturmn-18
Spring=19
Auturin-19

a) To be heightened b) To stay at current levek c) To decrease
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Question 22: Autumn 2019 results

Q22 You see an increase in operational risk in your bank?

0% 10% 20% 30% 40% 50% 60%

Disagree

Q22b If applicable, the main driver for increasing operational risk is (multiple choice question):

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

a) Cyber risk and data security

b) IT failures

¢) Outsourcing

d) Regulatory initiatives

e) Conduct and legal risk

f) Geopolitical risk

g) Organisational change

h) Money laundering, terrorist financing and sanctions non-compliance

i) Fraud

j) Other
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Question 22: comparison with earlier results

Q22 You see an increase in operational risk in your bank?
T0%

60%

50% ] B B
40%%

30%

20%

10%

0%

Spring-17
Auturnn-17
Spring-18
Auturnn-18
Spring-19
Auturnn-19

Q22b If applicable, the main driver for increasing operational risk is (multiple choice gquestion)

100%
89%
90%
BO%
70%
60%
50%
40%
40%
31%
30% 26%
23% 23%
20% 17%
11%
9%
10%
f/\”ﬁ
0%
5999353293598 99598393599 33538%39339539% 9953393959393 3935%83437
£ @£ @ &L g oW oL £ oW D oLld DL oD oLlE DL oL L oW oW Eow e D oLd @@ fE oo E oW ogE o oW o
EE ECE E|E EEEEECEESCE|EEESEEEEESCEEEESEETES ETETSECTE|EEEZETETESETEZETE|EEEEE
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a) Cyber risk and data bj T faiures c) Qutsourcing d) Regulatory e) Conduct and legal  f) Geopolticalrisk g) Organisational | h) Money Bundering, i) Fraud i Other
security initidives risk change terrorist financing
and sanctions non-
compliance
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6. FinTech

Question 23: Autumn 2019 results

Q23 What is your current form of engagement with FinTech?

0% 10% 20% 30% A0% 50% 60% 70% B0% 80%

a) You form commercial partnerships (e.g. joint ventures) with non-bank Fintech firms/=tart-ups
to offer new products/services

bj You directly/indirectly invest in FinTech [e.g. ventur e capital)

€) You launched a tand-alone digital-only bank

d) You develop own products/services in-houss using new technologies without cooperating with
nor-bank Fintech firms/start-ups

&) You set-up/sponsor FinTech incubators/accelerators

W Agree M Disagree M No Opinion

Question 24: Autumn 2019 results

Q24 (a) Please indicate the amount spent (as %) in 2018 on the
investment in non-bank FinTech firms/start-ups (e.g. acquisitions,
participations, venture capital) as % of total equity investments ?

0% 10% 20% 30% 40% 50% 60%

m0% m1%25% m26%-50% m51%75% m76%-100%
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Risk Assessment Questionnaire (RAQ) — Summary of the results

Q24 b (1) Please indicate the amount spent (as %) in 2018 on the total
IT spending (e.g. IT upgrade/maintenance, automation, innovation) -
as a % of "other administrative expenses"” reported in FINREP 02.00

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

—

0% m1%-25% mW26%-50% ®m51%-75% ®m76%-100%

Q24 b (2) Please indicate the amount spent (as %) in 2018 on the
proportion allocated to digital innovation/new technologies?

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

E—

H0% m0%10% M11%-20% M21%-30% M 31%-100%

Question 25: Autumn 2019 results

Q25 What is the level of involvement of your institution with the application of the following technologies?

0% 10% 20% 30% 40% 50% 60% 70%

EUROPEAN
BANKING

AUTHORITY

80%

a. Cloud computing

b. Digital/Mobile wallets

c. Distributed Ledger Technology

d. Big Data analytics (defined as the use of advanced analytic technigues such as machine leaming,
against very large, diverse data sets from diffe rent sources, and in different sizes)

€. Biometrics EEEEN

f. Artificial Inte lligence (including machine learning and natural language processing)

g. Smart contracts

Winuse/launched ~ mPBilot testing M Under development W Under discussion W No activity
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7.Sustainable Finance

Question 26: Autumn 2019 results

Q26 Do you currently offer or plan to develop products and services based on:

0% 10% 200 30% 40% 50% 60% J0% BO% 90%

a. Green mortgages and energy-efficient martgages

b. Green commercial building loans

C. Green car loans, e.g. preferential loansto encourage the
purchase of carstha demonstr ae high fuel effciency

d. Green cards, e.g. debit and credit cards Iinked to
envronmental activities

e. Other typesof green lbansfor retail customers

f. Not applicable
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Question 27: Autumn 2019 results

Q27 Have you already issued a green bond?

0% 10% 20% 30% A% 50% 60% 70% BO%

Q27a If yes, what are the main reasons? (multiple choice question)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

a) Attracting new and/or diversified investors _
b) Pricing advantage -
d) Other -

Q27b If yes, in which form?

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

a) Green securitisation bond .

b) Green covered bond _

Q27c If not, what are the main reasons? (multiple choice question)

0% 5% 10% 15% 20% 25% 30% 35%

a) Lack of definition of what isgreen
b} Insufficient transparency and data quality issue

c) Increased costs and no pricing advantage in green bonds

d) Lack of investor appetite
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8. General open question

EUROPEAN
BANKING

AUTHORITY

Q26 Looking atthe EU banking sector, if you expect other sources of risk or vulnerabilities to increase
further in the next 6-12 months please indicate them.
0% 10% 20% 30% 40% 50% 60% 70%

Central bank policy, low interest rate ervironment

Political risk within the EU [e.g. Brexit)

Regulatory impact (M REL, TLAC consumer protection, prudential provsioning,
NPLsetc.)

Global economic developments (e.g. growth, China. protectionism, trade wars,
competition)

Cyber risk, Fintechs, shadow banking and conduct risk
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EUROPEAN

BANKING
AUTHORITY

Market analysts’ questionnaire

1. Business model / strategy / profitability

Question 1: Autumn 2019 results

Q1 Short term earnings expectations for banks are:

0% 10% 20% 30% 40% 50% 60% 70% 80%

a) Overall profitability will improve _
b) Overall cost efficiency will improve P
c) Total revenues will increase E
d) Net interest margin will increase
e) Provisions/Impairments will increase

f) No change expected in any of the above categories

i

H Agree mSomewhat agree W Somewhat disagree W Disagree

Question 1: Comparison with earlier results

Q1 Short term earnings expectations for banks are:
40% 38%

35%
30%
25%
20
15%
10% 8% 8% 8%

5%

0%

E

Spring-18
Avtumn- 12
Spring-19
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Spring-19
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=T
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Autumn- 18
Autumn-19
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el
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5
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Autumn-17
Autumn- 18
Autumn-19

-
=
=
£
2
5
=T

Autumn-19
Avturnn-17
Autumn- 12
Autumn-19
Autumn-17
Autumn-19

Autumn-19

a) Overall profitability will | b) Overall cost efficiency c) Total revenueswill

dj Met interest margin will &) Provisions/Impairments f) No change expectad in
improve will mprove increase

increase will ncrease any of the above
categories
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EUROPEAN
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Question 2: Autumn 2019 results

Q2 The current market sentiment is positively influenced by the following factors (multiple choice
question):
0% 10% 20% 30% 4% 50% 60% T0% 80%

a) Adjustments in busines models and strategies with expectaions of effective
delivery

b) Improved risk metricsfor banks (capital, funding, liquidity, asset quaiiry).
) Stronger earnings

|
dj Changing governance and risk culture (incl. lower risk appetite) |1

&) Improved market sentiment due to regulatory and policy steps (QE, ESM, [
banking union, finalisation of Basel 1, etc.) adjusting downward tail risk.

f) Regulatory easing through competition between countries / regions? [N
g) Expectation of increasing benchmark interestrates

h) More transparency and visibility in banks' financialdisclosures, such as Pillar 3

i) Macroeconomic fundamertals |

Question 2: comparison with earlier results

Q2 The current market sentiment is positively influenced by the following factors (multiple choice question):

69%

60%

40%
31%
30%
23%
20%
8% % 8%
10% ._A
.—\_/ 0% 0%
0%
R R R E R R R E R EE R E R R R R
2 dn £ B0 & £ & £ @ £ 2 @ £ @ £ £ & £ o £ & & £ @ £ £ b & b £ £ d £ & £ £ m £ @ £ £ a0 £ o &
E EEE E/E £ EE E|E EEE E|EE EE E|EEE € E|EE EE E/EE EES£ EEE EE EE € E E E
S §E 5 &85 5 &8 58 5585835855 85 535 58 5855 5835853585 8535 &8 358 35 35 &8 5 8 3
5w 5w 55w 35w 35 5w 5ws 5 a5 w5560 5 w5 50§ w 55 05 a5 5 w5 w5 85 w5 a3
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@) Adjusments in bj) Improved rk €) Stronger earnings d) Changing €) Improved market | f) Regulatory easing g) Expectationof  h) More transparency i) Macroeconomic
business mod ek and metrics for banks governance and risk sentimentdue to through competition | increasng benchmark and visibility inbanks’ fundamentals
strategieswith {capital, funding, cutture (incl. lower risk| regulatory and policy | between countries interest rates financial disdosures,
expectaionsof liquidity, asset quality) appetite) steps(QE, ESM, regions? such asPilla 3
effective defivery banking union,
finalisation of Basel lll,
etc.) adjusting

downward tail risk.
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EUROPEAN

BANKING
AUTHORITY

Question 3: Autumn 2019 results

Q3 The current market sentiment is negatively influenced by the following factors (multiple choice question):

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

a) Monetary policy divergence between the EU and other countries

b) Monetary policy trends in the EU

c) Emerging market risks (e.g. fast decrease in asset quality, higher volatility of asset and FX
markets in emerging countries, capital outflow)

d) IT/cyher risks

e) Litigation risks of banks

f) Decreasing market liquidity

g) Risks of increasing volatility, e.g. in FX and financial markets
h) Asset re-pricing

i) Re-emergence of the Eurozone crisis

j) Regulatory and supervisory uncertainty: risk weights (for credit, market and operationl
risks, TRIM and similar effects, BRDD/MREL/TLAC)

k) Regulatory easing through competition between countries / regions

1) Commodity and energy prices/ markets

m) Geopolitical risks and political uncertainty in the EU (finalization of the Banking Union,
regional independence etc.)

n) Geopolitical risks and political uncertainty outside the EU

o) Uncertainties about the implications of the UK’s decision to leave the EU
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Question 3: comparison with earlier results

Q3 The current market sentiment is negatively influenced by the following factors (multiple choice question):
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EUROPEAN

BANKING
AUTHORITY

Question 4: Autumn 2019 results

Q4 Do you expect negative implications on the European Banking Sector due to the uncertainties about future relations
between the EU 27 and the UK?

0% 10% 20% 30% 40% 50% 60% 70% 80%

Agree

Question 4: comparison with earlier results

Q4 Do you expect negative implications on the European Banking
Sector due to the uncertainties about future relations between the
EU 27 and the UK?

82%
80%
78%
76%
74%
72%
70% 89%
68%
B66%
64%
62%

Spring-19
Autumn-19
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» ! EUROPEAN

BANKING

IIH AUTHORITY

Question 5: Autumn 2019 results

Q5 Looking at the EU banking sector, you expect heightened litigation costs in the next 6-12 months?

0% 10% 20% 30% 40% 50% 60% 70%

Agree

No Opinion

Question 5: comparison with earlier results

Q5 Looking at the EU banking sector, you expect heightened litigation costs in the next 6-12

months?

50%

0%

31%

30%

20%

10%

0%
~ o o (4] (4]
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I w0 I an I
£ £ £ £ E
3 5 =1 5 3
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E Ed Ed
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EUROPEAN

BANKING
AUTHORITY

Question 6: Autumn 2019 results

Q6 You see an increase in EU banks' operational risk?

0% 10% 20% 30% 40% 50% 60%

Q6b If applicable, the main driver for increasing operational risk is (multiple cheice question):
0

ES

10% 20% 30% 408 508 60% 0% 80%
a) Cyber risk and data security [
B) M failures
c) Outsourcing [ N NN
d) Regulatory initiatives I
e) Conduct and legal risk | IEE———|—SST
f) Geopolitical risk |
g) Organisational change
h) Money laundering, terrorist financing and sanctions non-compliance | NI
i) Fraud

jlother
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EUROPEAN

BANKING
AUTHORITY

Question 6: comparison with earlier results

(6 You see an increase in EU banks' operational risk?

60% 54%
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Q6b If applicable, the main driver for increasing operational risk is (multiple choice):
100%
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EUROPEAN
BANKING

AUTHORITY

2. Funding / liquidity

Question 7: Autumn 2019 results

Q7 Do you expect that banks will be able to meet their subordinated debt instruments issuance plans during the
next 12 months?

0% 10% 20% 30% 40% 50% 60% 70%

a. Banks will be able to issue BRRD / MREL / TLAC eligible debt instruments

b. Banks will be able to issue AT1 instruments r

c. Banks will be able to issue T2 instruments

mAgree W Somewhat agree W Somewhat disagree  ®Disagree

Q7b If you agree or somewhat agree with above: Do you expect increasing costs for such
issuances compared to last year?

i.For BRRD / MREL / TLAC elgible debt instruments

0% 10% 20% 30% 40%

iil For T2 instruments

HAgree M Somewhat agree M Somewhat disagree W Disagree W No opinion
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EUROPEAN

BANKING
AUTHORITY

Question 7: comparison with earlier results

Q7 Do you expect that banks will be able to meet their subordinated debt instruments issuance plans
during the next 12 months?
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Q7b If you agree or somewhat agree with above: Do you expect increasing costs for such issuances
compared to last year?
45%
4%
35%
30%
25%
20%
15%
10% 8%
5%
0% 0%
0%
5 8 8 9 3 53 8 8 3 3 5 =2 a a 7
= an = an = = an = an = = an = an =
3 z = = z £ E z =z £ E H z E £
3 = 3 a2 3 3 = 3 a2 3 3 a2 3 = 3
5 " 5 w 5 5 n 5 W 5 5 w =] W 5
E Ed Es E Es E Ed E Es
i. For BRRD / MREL / TLAC elgible delt instruments ii. For AT1 nsruments

iil For T2 instruments

51



Risk Assessment Questionnaire (RAQ) — Summary of the results
EUROPEAN
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AUTHORITY

Question 8: Autumn 2019 results

Q8 You expect banks to attain more (multiple choice question):

0% 10% 20% 30% 40% 50% 60% 70% 80%

a) Senior unsecured funding

h) Senior non-preferred/Senior HoldCo funding
¢) Subordinated debt including AT1/AT2

d) Secured funding (e.g. covered bonds)

e) Securitisation

) Deposits (from wholesale clients)

g) Deposits (from retail clients)

h) Central Bank funding

i) Short-term interbank funding.

) CET1instruments
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Question 8: comparison with earlier results
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Risk Assessment Questionnaire (RAQ) — Summary of the results |l’
»

3. Asset composition & quality

Question 9: Autumn 2019 results

Q9 Portfolios you expect to increase/decrease in volumes during the next 12 months (on a net basis,
multiple choice question):

Q
*F
-
-

200 30% A% 508 605 T0% BO%% S8

a. Commercial Real Estate

b. SME

c. Residential Mortgage

d. Consumer Credit
e. Corporate
f. Trading

8. Structured Finance

h. Sovereign and institutions

i. Project Finance

.

j- Asset Finance (Shipping, Aircrafts etc.)

W Increase W Decrease W@ No Opinion
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Risk Assessment Questionnaire (RAQ) — Summary of the results

ith earlier results

. comparison w

Question 9

Q9a Portfolios you expect to increase in volumes during the next 12 months (on a net basis, multiple choice question):

N
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Q9b Portfolios you expect to decrease in volumes during the next 12 months (on a net basis, multiple choice question):
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Question 10: Autumn 2019 results

Q10For which sectors do you expect an improvement /deterioration in asset quality in the following 12 months)?

Q
X

6 10% 20% 30% 40% 50% 60% 70% 80%

a. Commercial Real Estate

. S —

c. Residential Mortgage

d. Consumer Credit

e. Corporate

f. Trading

g. Structured Finance

h. Sovereign and institutions

i. Project Finance

I

Jj. Asset Finance (Shipping, Aircrafts etc.)

W Improvement M Deterioration
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Question 10

Q10a For which sectors do you expect an improvement in asset quality in the following 12 months?

N

80%

A 31%
31%

d. Consumer Credit

70%

I

a Commercial Real

60%

46%

1N o

50%

40%

30%

31%

20%

10%

0%

BTNy
GL-Bunds
STy
ar-Bunds
£T Ny
BLAUInINY
BL-Suuds
FLAUWnINY
gT-Bunds
£T Ny
BLAULININY
BL-Bunds
FT LRIy
gT-dunds
£T-ULny
BTNy
GL-Bunds
STy
ar-dunds
£T Ny
BLAUInINY
BL-Sunds
HL AUy
aT-Sunds
£T Ny
BLAULInINY
BT-Bunds
FLAULININY
gT-dunds
£T-ULny
ALY
Gr-Bunds
STy
ar-dunds
£T-ULny
GBIy
BT-Bunds
FLAULnINY
gT-Bunds
LT Ny
ALY
BL-Bunds
FT LRIy
ar-dunds
£T-ULny
BTNy
GL-Bunds
HLAULnIYy
gr-Suuds
£T Ny
BLAUInINY
BT-Bunds
FLAULnINY
gT-Bunds
£T Ny

k. Other

- Asset Finance
(Shipping, Aircrafts

f. Trading g. Structured h. Sovereignand | i. Project Finance

e Corporate

€. Resdential

b. SME

institutions

Finance

Mortgage

Estae

etc.)

Q10b For which sectors do you expect a deterioration in asset quality in the following 12 months?
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Question 11: Autumn 2019 results

Q11 What are the impediments for banks to resolve their non-performing loans (multiple choice
question):
0%  10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
a) Lackof capitel [ N

b) Lack of qualified human resources

c) Tax disincentives to provision and write off NPLs | N EIINNEEEN

d) Lengthy and expensive judiciary process to resolve insolvency and enforce on
collateral

e) Lack of out-of-court tools for settlement of minor claims

) Lack of a market for NPLs/collaterals

|
|
|

g) Lack of public or industry-wide defeasance structure (bad bank) | N R RN

h) Other

i) There is no impediment

Question 11: comparison with earlier results

Q11 What are the impediments for banks to resolve their non-performing loans (multiple cheice question):
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Risk Assessment Questionnaire (RAQ) — Summary of the results
EUROPEAN

BANKING
AUTHORITY

Question 12: Autumn 2019 results

Q12 What are the main drivers of the reduction in NPL levels during the past few years? (multiple
choice)

0% 10% 20% 30% 40% 50% 60% 70% 80%

a) Accommodative macroenvironment (e.g. positive economic growth, decreasing
unemployment)

c) Development of secondary markets for NPLs (e.g. market entrance of servicers,
establishment of NPL transaction platforms and introduction/update in
securitisation laws or schemes)

d) Efficiency of banks' NPL workout units and applied strategies for NPL reduction

b) Investors' appetite (including due to low interest environment and search for _
yield)

e) Changes to the legal framework (e.g. improved insolvency and foreclosure -
procedures) and judicial system (e.g. out of court psocedures, more judges)

f) Other
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Risk Assessment Questionnaire (RAQ) — Summary of the results
EUROPEAN

BANKING

IIH AUTHORITY

4. General Questions

Question 13: Autumn 2019 results

Q13 What are the main obstacles to M&A (multiple choice question)?

0% 105 205 30% 405 50% B0% T0% BO% 50%
a) Complexity

|
bj Cost and riskiness of such transactions |

o) Cuttural =pect |

d) Lack of tr angpar ency on asset quality of the potential partners

& Regulatory requir ements and supervisory stance/actions/view |

f) Lack of business casesfopportunities |

g Noopinion |

Q13b if you agree with e) Regulatory requirements and supervisory stance/actions/view

0% 10% 20% 30% 40% 50% 60% T0% B0%

i. From national waivers on liquidity and capital not being exercsed
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Risk Assessment Questionnaire (RAQ) — Summary of the results

EUROPEAN

BANKING
AUTHORITY

Question 13: Autumn 2019 results

Q13 What are the main obstacles to M&A (multiple choice question)?
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Risk Assessment Questionnaire (RAQ) — Summary of the results

EUROPEAN

BANKING
AUTHORITY

Question 14: Autumn 2019 results

Q14 You expect that the proportion of green products / investments (asset and liability side) in banks overall product /
investment portfolios in the coming year will:

0% 10% 20% 30% 40% 50% 60%

Increase Slowly

Decrease Slowly

Decrease Rapidly

Question 14: comparison with earlier results

Q14 You expectthat the proportion of green products [ investments (asset and liability side) in banks overall product /
investment portfolios in the coming year will:
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Risk Assessment Questionnaire (RAQ) — Summary of the results

5. General open question

EUROPEAN

BANKING
AUTHORITY

Q14 Looking atthe EU banking sector, if you expect other sources of risks or vulnerabilities to increase further in the next 6-12
months, please indicate them.

0% 10% 20% 30% 40% 50%

Central bank policy,
low inter et rate environment

Regulatory risks
{MREL, TLAC consumer protection, prudential provisioning, NPLsetc.)

Economic developments
(e.g. growth, China Protectionism, trade was, competition)

Political risk within theEU
(eg Brexit)

60%
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Risk Assessment Questionnaire for Banks
Autumn 2019

{ Fields marked with * are mandatory. J

Respondent information

* First Name

* Last Name

* Position

* Division

* Financial Institution

= Country

* Email address

Business model/strategy/profitability




For the purposes of this survey, business model relates to the business mix underpinning
the capacity of a bank to preserve and grow sustainable and predictable risk-adjusted earnings in
markets and sectors in which it maintains a material presence. In view of this:

*Q1 You envisage making material changes to your bank’s business model going forward.
© Agree
© Disagree
©' No Opinion

If you agree:
~ a) Mainly due to increasing competition arising from banking disintermediation (e.g. FinTech,
shadow banking, infrastructure finance by insurance companies)
' b) Mainly due to regulatory requirements on resolvability
2 ¢) Mainly due to internal strategies and planning
~ d) Mainly due to other reasons not mentioned here

* Q2 What are the main obstacles to M&A? (please do not agree with more than 2 options):

at most 2 choice(s)
[T a) Complexity
[C] b) Cost and riskiness of such transactions
[C] ¢) Cultural aspects
[C] d) Lack of transparency on asset quality of the potential partners
[C] e) Regulatory requirements and supervisory stance/actions/view
[C] f) Lack of business cases/opportunities
[Z] g) No Opinion

*If you agree with )
2 i. Mainly from national waivers on liquidity and capital not being exercised
~ii. Mainly from other regulatory requirements / supervisory stance/actions/view
_iii. Other

iii. Other please specify

* Q3 Your bank can operate on a longer-term basis with a return on equity (ROE):
~ a) Below 8%.
- b) Between 8% and 10%.
~' ¢) Between 10% and 12%
' d) Between 12% and 14%
~ d) Above 14%

* Q4 You expect an overall increase in your bank's profitability in the next 6-12 months:
© Agree
© Somewhat Agree



© Somewhat Disagree
© Disagree
© No Opinion

Q5 You primarily target this area for increasing profitability in your bank in the next months (ranking
according to priority with 1-High Priority and 4-Low Priority):

1 2 3 4 N/A
* a) Net interest income
* b) Net Fees and Commissions income
* ¢) Other operating income
* d) Operating expenses / costs reduction
* g) Impairments

* f) Other

*If you rank b) with (1) or (2), what is the main area to increase net fees and commission
income? (please do not agree with more than 2 options)
at most 2 choice(s)
[Tl i. From payment services
[”] ii. From asset management services
[Z1 iii. From insurance products
[T] iv. Investment banking fees
[C] v. Other

* Q6 You primarily aim to reduce operating expenses / costs through (please do not agree with more
than 3 options):

at most 3 choice(s)
[C] a) Overhead and staff costs reduction
[”] b) Outsourcing
[C] ¢) Off-shoring or near-shoring
[T d) Reducing business activities
[C] e) Increasing automatisation and digitilisation
[C] f) Other

* Q7 Are you considering M&A as a mean to improve profitability?
© a) Yes
© b) No
© ¢) No Opinion

*|f you agree with option a) are you potentially considering M&A transactions with/of:
at least 1 chorce(s)
[Z] i) Domestic credit institutions
[Z] i) Other EU/EEA credit institutions



[C] iii) Credit institutions based outside the EU/EEA
[T] iv) Fintech companies
[C] v) Others

* Q8 Your current earnings are covering the cost of equity (CoE):
0 Agree
_ Disagree
" No Opinion

*Q9 You estimate your CoE at:
' a) Below 6%
' b) Between 6% and 8%
' c) Between 8% and 10%
- d) Between 10% and 12%
~' e) Above 12%

*Q10 Do you expect material adverse implications for your bank's business from current political
and economic developments?
' Agree
_ Disagree
' No Opinion

*|f you agree: which are the current international developments that mainly affect your bank's
business (please do not agree with more than 2 options):
at most 2 choice(s)
[C] a) Brexit
D b) Economic and political challenges in EU member states

Potential adverse developments in emerging market economies

)

c)

|:| d) Resurgence of global protectionism

[C] e) Other adverse international trends
)

[T g) Monetary policy of major central banks (e.g. ECB, Fed, BoE)

Q11 How have you responded / are you aiming to respond to current and future risks related to the
UK withdrawal from the EU (Brexit)?

Somewhat Somewhat . No
Agree ) Disagree .
agree disagree Opinion
* a) Relocation of business activities to
the EU

* b) To establish new subsidiary or
branch in the UK or EU

* ¢) Reduce exposure to UK
counterparties



* d) Diversifying access to funding and
becoming less reliant on UK
wholesale funding market

* @) Re-papering existing contract
(including derivatives) to EU entities

* f) Ensuring access to EU-based
financial market infrastructures,
including moving derivatives clearing
to EU-based CCPs

* g) Issue MREL eligible liabilities
under the EU law or with contractual
bail-in clauses

* h) Other

*|f h) please explain

Q12 Preparations in view of the replacements of IBOR based reference rates and implementation of
alternative risk free reference rates:

*a) Your bank is working on solutions for the replacement of IBOR benchmark rates (EURIBOR /
EONIA, LIBORs etc.).
© Agree
© Disagree
© No Opinion

*If you agree: In which areas is your bank working on such solutions:
[T] i. Related to new business (e.g. issuance of new funding instruments with variable rates referrring
to new / alternative risk free rates)
[”] ii. Related to existing business (e.g. preparing the change of existing contracts, replacing existing
IBOR references to alternative ones)
[”] iii. Related to the bank's internal operations, capabilities and systems (e.g. valuation models)

b) In which area would you currently see the biggest challenges and potentially the biggest risks in
your preparations in view of IBOR replacements?

Somewhat Somewhat . No
Agree ) Disagree .
Agree Disagree Opinion
* . Related to existing business on the
asset side (e.g. variable rate loans)

* ii. Related to existing funding (e.g.
debt securities issued with variable
rates)



* jii. Related to other existing
instruments / business (e.g.
derivatives)

* iv. Related to new business (e.g.
newly issued debt securities, variable
rate loans or derivatives)

*v. Related to changes in the bank's
internal operations, capabilities and
systems (e.g. valuation models)

*vi. Do not see any big challenges /
big risks related to the IBOR
replacements.

Funding/liquidity

*Q13 You intend to attain more (please do not agree with more than 2 options):

at most 2 choice(s)

[C] a) Senior unsecured funding

[C] b) Senior non-preferred / Senior HoldCo funding

[C] ¢) Subordinated debt including AT1/T2

[C] d) Secured funding (covered bonds)

[C] e) Securitisations

[C] f) Deposits (from wholesale clients)

[C] g) Deposits (from retail clients)

[C] h) Central Bank funding
[Z] i) Short-term interbank funding
[C] j) CET1 instruments
(&

k) Not applicable

* Q14 Which are the main constraints to issue subordinated instruments eligible for MREL (please do
not agree with more than 2 options)?
at most 2 choice(s)
[C] a) Pricing (e.g. spread between MREL-eligible and MREL-ineligible instruments)
[”] b) No sufficient investor demand (e.g. these instruments are not attractive in risk-return
considerations)
[T] ¢) No sufficient investor demand (due to regulatory and supervisory uncertainty)
[C] d) Uncertainty on required MREL amounts
[T] e) Uncertainty on eligibility of instruments for MREL
[C] f) There are no constraints

Asset volume trends

Q15 Which portfolios do you plan to increase/decrease in volume during the next 12 months?



Increase | Decrease l\.lo.
Opinion
* a) Commercial Real Estate (including all types of real estate ® ® ®
developments)

* b) SME © © ©
* ¢) Residential Mortgage @ ® ®
* d) Consumer Credit @ © ®
* g) Corporate @ © ®
*f) Trading @ © ®
* g) Structured Finance @ © ®
* h) Sovereign and institutions @ © ®©
* i) Project Finance @ © ®
* j) Asset Finance (Shipping, Aircrafts etc.) @ @ (&)
* k) Other © © ©

Asset composition & quality

Q16 Which portfolios do you expect to improve/deteriorate in asset quality in the next 12 months?

Improve Deteriorate O:)\il:ion
* a) Commercial Real Estate (including all types of real estate ® ® ®
developments)
* b) SME © © @
* ¢) Residential Mortgage ® © ®
* d) Consumer Credit © © ®
* g) Corporate © © ®
* f) Trading (&) © ©
* g) Structured Finance © © ®
* h) Sovereign and institutions ® © ®
* i) Project Finance © © ®
«j) Asset Finance (Shipping, Aircrafts etc.) © © ®
* k) Other © © @




*Q17 What are your most commonly applied strategies for NPL reduction (please do not agree with
more than 2 options)?

at most 2 choice(s)
[C] a) Hold and forbearance based strategies (i.e. holding NPLs and applying suitable workout
strategies and forbearance options)
["] b) Active portfolio reductions: sales (e.g. NPL portfolio transactions)
[Z] ¢) Active portfolio reductions: NPL securitisations

[T d) Change of type of exposure or collateral (e.g. foreclosure, debt to equity / debt to asset swaps,
collateral substitution)

[C] e) Legal options (e.g. insolvency proceedings, out-of-court solutions)

* Q18 What are the main impediments to resolve non-performing loans (please do not agree with
more than 3 options):

at most 3 choice(s)
[C] a) Lack of capital
[C] b) Lack of qualified human resources
D c) Tax incentives to provision and write off NPLs
d) Inefficient legal framework and judiciary process to resolve insolvency and enforce on collateral
D e) Lack of out-of-court tools for settlement of minor claims
[C] f) Lack of market for NPLs/collaterals
[Tl g) Lack of public or industry-wide defeasance structure (bad bank)
[C] h) Other
[Z] i) There is no impediment

*d) Inefficient legal framework and judiciary process to resolve insolvency and enforce on collateral
at most 2 choice(s)
[Z] i) Mainly due to lengthy duration (due to rules allowing postponement or delay of enforcing
collateral)

[Z] i) Mainly due to complexity of the process

[C] iii) Mainly due to expensive proceedings (also due to lack of out-of-court tools)
[Z] iv) Mainly due to rules allowing postponement or delay of enforcing collateral
[C] v) Other

* Q19 What are the main drivers of the reduction in NPL levels during the past few years? (please do
not agree with more than 2 options)
ar most 2 chorce(s)

[T a) Accommodative macroenvironment (e.g. positive economic growth, decreasing unemployment)

[C] b) Investors' appetite (including due to low interest rate environment and search for yield)

[C] ¢) Development of secondary markets for NPLs (e.g. market entrance of servicers, establishment
of NPL transaction platforms and introduction/update in securitisation laws or schemes)

[C] d) Efficienty of banks' NPL workout units and applied strategies for NPL reduction

[C] e) Changes to the legal framework (e.g. improved insolvency and foreclosure procedures) and
judicial system (e.g. out of court procedures, more judges)

[C] f) Other

Conduct, Reputational and Operational risk




* Q20 Since the end of the Financial Year 2007/8, your firm has paid out in the form of compensation,
redress, litigation and similar payments [converted to EUR] an aggregate amount of:
~ a) Below EUR 100m.
~ b) Between EUR 100m and EUR 500m.
~ ¢) Between EUR 500m and EUR 1bn.
- d) Between EUR 1bn and EUR 5bn.
~ e) Between EUR 5bn and EUR 10bn.
' f) Between EUR 10bn and EUR 20bn.

D g) More than EUR 20bn

* Q21 Looking at your bank, you expect litigation and misconduct costs in the next 6-12 months
' a) To be heightened
' b) To stay at current levels
c) To decrease

* Q22 You see an increase in operational risk in your bank.
' Agree
' Disagree
' No Opinion

= |f applicable, the main driver for increasing operational risk is (please do not agree with more than 3
options):
at most 3 choice(s)
[C] a) Cyber risk and data security
[C] b) IT failures
D ¢) Outsourcing
d) Regulatory initiatives
D e) Conduct and legal risk
[C] f) Geopolitical risk
[C] g) Organisational change
[C] h) Money laundering, terrorist financing and sanctions non-compliance
] i) Fraud
[C] j) Other

FinTech

*Please note that for the purposes of this questionnaire FinTech is defined as ‘Technologically
enabled financial innovation that could result in new business models, applications, processes, or
products with an associated material effect on financial markets and institutions and the provision
of financial services’ (Financial Stability Board).

Q23 What is your current form of engagement with FinTech*?

No

Agree Disagree
g 1589 opinion



* a) You form commercial partnerships (e.g. joint ventures) with non-
bank Fintech firms/start-ups to offer new products/services

* b) You directly/indirectly invest in FinTech (e.g. venture capital):
(1) digital-only/challenger banks
(2) non-bank Fintech firms/start-ups

* ¢) You launched a stand-alone digital-only bank

*d) You develop own products/services in-house using new
technologies without cooperating with non-bank Fintech firms/start-
ups

* e) You set-up/sponsor FinTech incubators/accelerators

Q24 Please indicate the amount spent (as %) in 2018 on the following:

*a) Investment in non-bank FinTech firms/start-ups (e.g. acquisitions, participations, venture capital) - as a
% of total equity investments

Only values of at least 0 are allowed
%

*b(1). Total IT spending (e.g. IT upgrade/maintenance, automation, innovation) - as a % of 'Other
administrative expenses' reported in FINREP F02.00 (row 380)
Y%

*b) 2). What proportion of b(1) was allocated to digital innovation/new technologies?
%

Q25 What is the level of involvement of your institution with the application of the following
technologies?

Inuse / Pilot Under Under No
launched testing development discussion activity
* a) Cloud computing
* b) Digital/Mobile wallets

* ¢) Distributed Ledger Technology

* d) Big Data analytics (defined as the
use of advanced analytic techniques
such as machine learning, against
very large, diverse data sets from
different sources, and in different
sizes.)

* ) Biometrics

10



* f) Artificial Intelligence (including
machine learning and natural
language processing)

* g) Smart contracts

Sustainable Finance

* Q26 Do you currently offer or plan to develop products and services based on:
[T a) Green mortgages and energy-efficient mortgages
[T b) Green commercial building loans
[C] ¢) Green car loans, e.g. preferential loans to encourage the purchase of cars that demonstrate
high fuel efficiency
[C] d) Green cards, e.g. debit and credit cards linked to environmental activities
[C] e) Other types of green loans for retail customers
[C] f) Not applicable

* Q27 Have you already issued a green bond?
© Yes
© No

*Q27a If yes, what are the main reasons? (please do not select more than 2 options)?
at most 2 choice(s)
D a) Attracting new and/or diversified investors
b) Pricing advantage
D c) Reputational benefits
[C] d) Other

*Q27b If yes, in which form?
[T a. Green securitisation bond
[T] b. Green covered bond
[C] ¢. Ordinary Green bond

*Q27a If not, what are the main reasons? (please do not agree with more than 2 options)?
at most 2 choice(s)
[C] a) lack of definition of what is green
[Z] b) insufficient transparency and data quality issue
[C] ¢) increased costs and no pricing advantage in green bonds

)
D d) lack of investor appetite
e) other

General issues




Q28 Looking at the EU banking sector, you expect other sources of risk or vulnerabilities to
increase further in the next 6-12 months. Please indicate possible additional sources of risks and
vulnerabilities.

12
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Risk Assessment Questionnaire for Market Analysts
Autumn 2019

Fields marked with * are mandatory.

Respondent information

* First Name

* Last Name

* Position

* Division

* Company

* Email adress

Please select your choice for every box.
Your response should reflect the degree of agreement to the statement made.

A. Business model/strategy/profitability




Q1 Short term earnings expectations for banks are:

Somewhat Somewhat ) No
Agree ) Disagree .
agree disagree Opinion

* a) Overall profitability will improve

* b) Overall cost efficiency will
improve

* ¢) Total revenues will increase
* d) Net interest margin will increase

* e) Provisions/Impairments will
increase

* f) No change expected in any of
the above categories

* Q2 The current market sentiment for banks is positively influenced by the following factors (please
do not agree with more than 3 options):

at most 3 choice(s)
[C] a) Adjustments in business models and strategies with expectations of effective delivery
[Z] b) Improved risk metrics for banks (capital, funding, liquidity, asset quality).
[C] ¢) Stronger earnings
[T d) Changing governance and risk culture (incl. lower risk appetite)
[”] e) Improved market sentiment due to regulatory and policy steps (QE, ESM, banking union,
finalisation of Basel Ill, etc.) adjusting downward tail risk.
[C] f) Regulatory easing through competition between countries / regions
[Tl g) Expectation of increasing benchmark interest rates
[C] h) More transparency and visibility in banks’ financial disclosures, such as Pillar 3
[Z] i) Macroeconomic fundamentals

* Q3 The current market sentiment for banks is negatively influenced by the following factors (please
do not agree with more than 4 options):
at most 4 choice(s)

[C] a) Monetary policy divergence between the EU and other countries

[”] b) Monetary policy trends in the EU

[C] ¢) Emerging market risks (e.g. fast decrease in asset quality, higher volatility of asset and FX
markets in emerging countries, capital outflows)

[C] d) IT/cyber risks

[C] e) Litigation risks of banks

[C] f) Decreasing market liquidity

[C] g) Risks of increasing volatility, e.g. in FX and financial markets

[T h) Asset re-pricing

[C] i) Re-emergence of the Eurozone crisis

[C] j) Regulatory and supervisory uncertainty: risk weights for credit, market and operationl risks, TRIM
and similar effects, BRDD/MREL/TLAC

[C] k) Regulatory easing through competition between countries / regions



[Z] 1) Commodity and energy prices / markets

[Tl m) Geopolitical risks and political uncertainty in the EU (finalisation of the Banking Union, regional
independence etc.)

[”] n) Geopolitical risks and political uncertainty outside the EU (incl. resurgence of protectionism,
currency tensions, elections, political instability, conflicts or standstill in emerging and developed
countries)

[C] o) Uncertainties about the implications of the UK’s decision to leave the EU

* Q4 Do you expect negative implications on the European Banking Sector due to the uncertainties
about future relations between the EU 27 and the UK?
@ Yes
© No
© No Opinion

* Q5 Looking at the EU banking sector, you expect heightened litigation costs in the next 6-12
months:
© Agree
© Disagree
2 No Opinion

*Q6 You see an increase in EU banks' operational risk.
© Agree
© Disagree
©' No Opinion

*If applicable, the main driver for increasing operational risk is (please do not agree with more than 3

options):
at most 3 choice(s)
[C] a) Cyber risk and data security
[Tl b) IT failures
D c) Outsourcing
d) Regulatory initiatives
D e) Conduct and legal risk
[C] f) Geopolitical risk
[C] g) Organisational change
[C] h) Money laundering, terrorist financing and sanctions non-compliance
] i) Fraud
[C] j) Other

B. Funding/liquidity

Q7 Do you expect that banks will be able to meet their subordinated debt instruments issuance
plans during the next 12 months?

Somewhat Somewhat . No
Agree ) Disagree .
agree disagree Opinion



* a) Banks will be able to issue BRRD /
MREL / TLAC eligible debt
instruments

* b) Banks will be able to issue AT1
instruments

* ¢) Banks will be able to issue T2
instruments

If you agree or somewhat agree with above: Do you expect increasing costs for such issuances
compared to last year?

Somewhat Somewhat ) No
Agree ) Disagree .
agree disagree Opinion

i) for BRRD / MREL / TLAC eligible
debt instruments

ii) for AT1 instruments

i) for T2 instruments

* Q8 You expect banks to attain more (please do not agree with more than 2 options):

at most 2 choice(s)
[C] a) Senior unsecured funding
[Z] b) Senior non-preferred/Senior HoldCo funding
[C] ¢) Subordinated debt including AT1/AT2
[T] d) Secured funding (e.g. covered bonds)
[C] e) Securitisation
[C] f) Deposits (from wholesale clients)
[C] g) Deposits (from retail clients)
[C] h) Central Bank funding
[C] iy Short-term interbank funding.
[C] j) CET1 instruments
[C] k) Not applicable

C. Asset composition & quality

Q9 Portfolios you expect to increase/decrease in volumes during the next 12 months (on a net
basis):
at least 11 answered row(s)

No

Increase | Decrease .
Opinion

* a) Commercial Real Estate (including all types of real estate
developments)

* b) SME



* ¢) Residential Mortgage

* d) Consumer Credit

* g) Corporate

* f) Trading

* g) Structured Finance

* h) Sovereign and institutions

* i) Project Finance

* |) Asset Finance (Shipping, Aircrafts etc.)

* k) Other

Q10 For which sectors do you expect an improvement/deterioration in asset quality in the following
12 months?

at least 11 answered row(s)

No

Improvement Deterioration .
Opinion

* a) Commercial Real Estate (including all types of real
estate developments)

*b) SME

* ¢) Residential Mortgage

* d) Consumer Credit

* ) Corporate

* f) Trading

* g) Structured Finance

* h) Sovereign and institutions

* i) Project Finance

* ) Asset Finance (Shipping, Aircrafts etc.)

* k) Other

*Q11 What are the impediments for banks to resolve their non-performing loans (please do not agree

with more than 3 options):

at most 3 choice(s)
[C] a) Lack of capital
[C] b) Lack of qualified human resources
[C] ¢) Tax disincentives to provision and write off NPLs
[C] d) Lengthy and expensive judiciary process to resolve insolvency and enforce on collateral



[C] e) Lack of out-of-court tools for settliement of minor claims

[C] f) Lack of a market for NPLs/collaterals

[Tl g) Lack of public or industry-wide defeasance structure (bad bank)
[C] h) Other

[Z] i) There is no impediment

if h) Other: please provide the key impediments

* Q12 What are the main drivers of the reduction in NPL levels during the past few years? (please do
not agree with more than 2 options)
ar most 2 choice(s)

[T a) Accommodative macroenvironment (e.g. positive economic growth, decreasing unemployment)

[C] b) Investors' appetite (including due to low interest environment and search for yield)

[C] c) Development of secondary markets for NPLs (e.g. market entrance of servicers, establishment
of NPL transaction platforms and introduction/update in securitisation laws or schemes)

[C] d) Efficiency of banks' NPL workout units and applied strategies for NPL reduction

[C] e) Changes to the legal framework (e.g. improved insolvency and foreclosure procedures) and
judicial system (e.g. out of court procedures more judges)

[C] f) No opinion

General Questions

* Q13 What are the main obstacles to M&A for banks (please do not agree with more than 2 options):

at most 2 choice(s)
D a) Complexity
Cost and riskiness of such transactions

b)
D c) Cultural aspect
[C] d) Lack of transparency on asset quality of the potential partners
[C] e) Regulatory requirements and supervisory stance/actions/view
[C] f) Lack of business cases/opportunities

[”] g) No opinion

*If you agree with e):
[C] i) Mainly from national waivers on liquidity and capital not being exercised
[C] i) Mainly from other regulatory requirements / supervisory stance/actions/view
[ i) other

* Q14 You expect that the proportion of green products / investments (asset and liability side) in
banks' overall product / investment portfolios in the coming year will:

© Increase Rapidly
O Increase Slowly
© Stay Steady

©) Decrease Slowly
© Decrease Rapidly



* Q15 Looking at the EU banking sector, you expect other sources of risk or vulnerabilities to
increase further in the next 6-12 months. Please indicate possible additional sources of risks and
vulnerabilities.
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