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The post-COVID credit risk environment
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The major driver of different CoR and
provisioning ration across Europe
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IFRS 9 Impairment Benchmark - Europe
Performing Exposures
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We observed big dispersion of risk costs in European banks comparing FY20 to FY19

Net impairment losses
2020 in comparison to
2019

Net impairment losses in 2019 and 2020 (m euro)
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Financial prospects over time across industries
Optimism among CFOs in FSI bounces back, but less than in other sectors

Compared to three months ago, how do you feel about the financial prospects for your company?
Net Balances
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Source: European CFO Survey: Autumn 2015 – Spring 2021 (selected industries)
Note: The “net balance” is an index value calculated by subtracting the percentage of respondents giving a negative response (less optimistic) from the percentage giving a positive response (more optimistic)
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NPLs arising from COVID are the top risk on the ECBs radar and IFRS 9 scrutiny is expected
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Quantification of the likely impact of
COVID-19 is still a work-in-progress for
many significant institutions

COVID-19 impact
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Forbearance

03

Unlikeliness to pay (Stage 3)
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Deficiencies in forbearance
flagging and
relaxation of criteria

Biased
approaches

Provisioning practices

Parameter estimation

Collateral valuation

Governance a& involvement
of management bodies

“Wait and see”
assessments without
any reclassification

Deterioration of
economic environment
not sufficiently taken
into account

Lack of up-to-date and well
documented determination
of collateral valuations

Insufficient involvement of
management bodies in the oversight
and the ECL response to COVID-19
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