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This presentation has been prepared by Banco Popular solely for purposes of information. It 
may contain estimates and forecasts with respect to the future development of the business 
and to the financial results of the Banco Popular Group, which stem from the expectations of 
the Banco Popular Group and which, by their very nature, are exposed to factors, risks and 
circumstances that could affect the financial results in such a way that they might not 
coincide with such estimates and forecasts. These factors include, but are not restricted to, 
(i) changes in interest rates, exchange rates or any other financial variables, both on the 
domestic as well as on the international securities markets, (ii) the economic, political, social 
or regulatory situation, and (iii) competitive pressures. In the event that such factors or other 
similar factors were to cause the financial results to differ from the estimates and forecasts 
contained in this presentation, or were to bring about changes in the strategy of the Banco 
Popular Group, Banco Popular does not undertake to publicly revise the content of this 
presentation.

This presentation contains summarised information and may contain unaudited information. 
In no case shall its content constitute an offer, invitation or recommendation to subscribe or 
acquire any security whatsoever, nor is it intended to serve as a basis for any contract or 
commitment whatsoever.

Disclaimer
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Agenda

Evaluation of EBA methodology: Spanish institutions have been 
strongly affected

Annex 1

Stress Test results on Banco Popular: Main Highlights and adverse 
scenario analysis

1.
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Summary

 Banco Popular has passed the EBA stress test with a comfortable capital position (7.4%* Core 
Capital) and €2.3Bn of excess capital in the case of an extreme adverse scenario.

 The stress test has shown once more the resilience of Banco Popular’s model even in a highly 
adverse scenario and under harsh capital considerations. 

 2011 stress test has been very stringent and tougher than in 2010 (more strict capital definition, 
higher stress on operating profits, more severe economic scenario) though differences can be observed 
among countries, discriminating Spanish Institutions vs. Euro peers

 Additionally, Popular has identified a number of income-capital sources that have not been 
considered but could potentially increase our capital by €1.4bn vs. the reported figures 

(*) Note: Mitigating measures (over RWA)= 1.2% MCNs already accounted in balance sheet before Dic.10 + 0.6% generic and substandard provisions not initially 
accounted as capital but in balance sheet at Dic.10 + 0.2% capital gains realized 1Q11.
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Banco Popular has passed the EBA stress test  with a comfortable 
capital position…

Stress test results. Adverse Scenario 

9.6%
7.5%

5.0%

Minimum core EBA Core capital 12 Pre-
mitigating effects

EBA Core capital 2012
Supervisory recognized

capital ratio

Stress test results. Baseline Scenario 

Excess Capital 
to minimum 

level: 
€4,481m

Excess Capital 
to minimum 

level: 
€4,481m

5.0% 5.3%
7.4%

Minimum core EBA Core capital 12 Pre-
mitigating effects

EBA Core capital 2012
Supervisory recognized

capital ratio

Excess Capital 
to minimum 

level: 
€2,314m

Excess Capital 
to minimum 

level: 
€2,314m

(*) Note: Mitigating measures (over RWA)= 1.2% MCNs already accounted in balance sheet before Dic.10 + 0.6% generic and substandard provisions not initially 
accounted as capital but in balance sheet at Dic.10 + 0.2% capital gains realized 1Q11.

*

*
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2.3%

1.3% 0.2%
0.6%7.1%

-6.7%

5.3%

0.7%

0.1%

1.9%

-0.1% 7.4%

2010 Scrip
dividend and

treasury
stock

adjustment
(1Q11)

RWA
increase

Specific
provision

(Dec-2010)

Expected
loss 2011-12

Reduction of
differences
between
provisions

and
expected

loss

Operating
profit (2011-

12)

Mandatory
convertible

bonds

Capital gains
(before Apr-

11)

Generic and
Substandard

provisions
(Dec-10)

… reaching a 7.4% core capital in the adverse scenario  

Stress test breakdown. Impacts on Capital in the Adverse Scenario 
Core capital EBA. Net effects after taxes

Source: EBA, Banco Popular

Core
capital 

EBA 2010

Core
capital 

EBA 
2012

Result 
without 
capital 

paid out 
at apr-11 

22 3311 33 44

Before 
Dec-
10

Capital already 
accounted in B-S

Before 
Dec-
10

Before 
Mar-
11

11
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Details of Stress Test. Adverse and baseline scenarios 

Detailed results
Million euro

Source: EBA, Banco Popular
(1) 2010 scrip dividend and treasury stock adjustment
(2) In the baseline scenario the conversion is not anticipated, with a charge of €73m on capital due to interests
(3) Net effect on capital (includes taxes)

94,52194,521RWA 201022
95,39795,059RWA 201221

11.0%N/A% of gross credit + write offs + RE assets20
11,001N/AExpected loss private sector (+ write offs)19
99,77799,777Gross credit (ex repo) + writte offs + RE assets18
2,7712,771Write offs17

Pro – memoria

5.33%7.62%% of RWA (16) = (15) / (21)16
5,0847,243CT1 2012 excapital accounted as mitigating measures (15)=(13)-(3)-(9)-(11)15

7.38%9.57%CT1 2012 (% of RWA) (14) = (13) / (21)14
7,0409,098CT1 2012 including capital accounted as mitigating measures13

854814Gross generic and substandard provisions used (30% tax)12
597570+ Use of generic & substandard provisions (3)11
648648+ Reduction of deductions of differences between IRB expected loss and provisions10
168168o/w capital gains (3)9

1,028-56o/w taxes and dividends8
2,5702,570o/w specific provisions (ex-substandard)7
3,0383,751o/w operating profit6

11.0%N/AEAD of credit risk and real estate assets (includes write offs)
10.0%7.2%% of gross loans (ex repo)
6.9%5.0%% of EAD

-9,035-6,508o/w expected loss5
-2,231-73+ Retained earnings / losses4
1,1911,191+ MCN conversion (2)3

136136+ Adjustments apr-11 (1)2
6,6996,699CT1 EBA dic-101

Adverse 
Scenario

Baseline 
ScenarioEUR million. Net effect on capital
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Initial Core capital defined by EBA excludes mandatory 
convertible notes and others

8,848

-48
-46

-1,191

-216

-648

6,699

Core capital 2010 Mandatory
convertible bonds

50% of differences
between expected
loss and provisions

Intangible effect 50% of stakes in
insurance and credit

institutions

Valuation
adjustments

EBA CT1 2010

Reconciliation Reported Core Capital 2010 vs. Core Tier 1 EBA 2010
Million euro

Source: EBA, Banco Popular

In EBA results, goodwill 
generated abroad is deducted 

gross while Popular deduction is 
net, as is tax deductable in 

Spain. EBA also considers IT 
intangibles as a Core capital 
deduction while we deduct it 

from Tier I. Under Basel III, this 
total effect is reduced to €121m.

1. Low development of IRB 
models and pro-cyclicality

2. Conservative policy of write 
offs (100% covered but not 
considered) 

3. Due to differences of Spanish 
regulation:

−Accounting regulation 
(Calendar scheme)
− Capital regulation (EL)

11
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EBA core capital should be adjusted for mandatory convertible 
notes and 1Q11 capital measures (treasury stock and 2010 
scrip dividend*) 

Market participants have recommended to 
adjust EBA core capital adding mandatory 
convertible bonds. Banco Popular’s MCN are 
discretionally convertible, are already included 
in the B-S as capital/equity and have been fully 
subscribed by private clients. 

*In 2010, a 50% cash conversion was 
estimated in our capital ratios for the scrip 
dividend program. Real figures stood at 27%, 
so share conversion was above estimates.

In 1Q11 Banco Popular reduced treasury stock 
by €101m euro.

Broker 1, 14th June
[…] EBA

disallowing MCNs as core 
capital, an instrument we 
think the market should 

adjust for
when interpreting the results

Broker 2, 19th 
May

[…] We
believe that stripping 

out all MCNs is harsh –
and we continue to see 

them as CT1 capital

Dic- 2010 CT1 EBA adjustments
Million euros

Source: EBA, Banco Popular

6,699

1,191 35
101 8,026

CT1 EBA
Dec-10

MCN Scrip
dividend
effect

Reduced
treasury

stock
(1Q11)

Adjusted
CT1 EBA
(Dec-10

pro-forma)

% of
RWA

7.09% 1.26% 0.04% 0.11% 8.49%

11

Banco Popular 
could discretionally 

convert MCN



July 2011 10
Stress Test on Banco Popular

Important Note: “The stress test results should not be considered as a forecast of Banco Popular results under the defined  scenarios”

1,877

3,717

2,774

2,160

2009 2010 2011 2012

Cumulative cost of risk in the adverse scenario (2011-12) is 
1.6x the 2009 and 2010 actual figures

Adverse stress test impairments vs. actual 2009 and 2010 impairments
Million euro. Financial and non financial assets

Source: EBA, Banco Popular

% of average  
assets 1.8% 1.4% 2.9% 2.1%

22

% of average  
gross loans 2.3% 1.9% 3.8% 2.8%

Stress testActual
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Expected losses breakdown22

Breakdown of Expected Losses. Adverse scenario
Million euro. December 2010

Source: BoS template, Banco Popular
(1) Gross of funded credit risk mitigants

11.7%Expected loss Adverse scenario (E) / (C)
10,996(E) Expected loss of private sector (ex Institutions) + write offs
2,223(D) Write offs expected loss (adverse scenario)
93,822(C) Gross loans + write offs
91,051(B) Gross loans to customers (ex repo)
2,771(A) Write offs

Pro memoria: Expected loss including write offs

6.6%9,0354.8%6,508136,609Total risk

0.0%260.0%-130Investments and equity

7.6%835.1%561,099Other
2.6%6202.1%50123,797Mortgage guarantee
2.8%7042.2%55724,896Households
7.7%2,2516.5%1,88229,092SMEs

445Abroad
5,510Spain
5,955Real Estate assets (original LTV from credit 69%)
2,965Abroad
17,400Spain
20,365Credit risk (average LTV 62%)

19.0%4,99713.4%3,53226,320Construction and Real Estate 
3.1%8211.6%43226,783Corporate
8.2%8,7736.0%6,403107,091Private sector (ex Institutions)
0.8%2360.4%11729,518Sovereign & Institutions
6.6%9,0094.8%6,521136,609Credit risk and RE assets

% on 
exposureMillion euro

% on 
exposureMillion euroExposure

Expected loss. Adverse 
scenario

Expected loss. Baseline 
scenario
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3,784

3,063

4,210

2 x (2010 reported
figures)

Market consensus
2011-12

Stress test (2011-
12). Adverse

scenario

In the adverse scenario pre-provision profit is 27.2% lower than 2010 
reported figures and 19% lower than market consensus for 2011-12

Source: EBA, Facset, Banco Popular
(1) Synthetic market consensus made from 12-14 analyst’s estimations

EBA has not fully considered capital gains generation, when Banco Popular has a 
proven track record

Pre-provision profit comparison 
Million euro. Cumulative 2011-12

498

187

976

Cumulative 2009-10 1Q11 Stress test
(cumulative 11-12)

Source: EBA, Banco Popular

Gross capital gains history vs. Stress test 
capital gains classified as mitigating measures
Million euro

-81%

33

-62%

-27%

-19%
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187
146

-281

-445

-522

212

2005 2006 2007 2008 2009 2010

Banco Popular’s generic and substandard provisions 
amounted to €1,101m in Dec-10 and should have been fully 
considered initially in the stress test

Generic

€ 329m

Generic

€ 329m

Substandard

€ 772m

Substandard

€ 772m

Banco Popular’s Generic and substandard 
provisions in the EBA Stress Tests
Million euro. As of December 2010. Adverse scenario

Source: EBA, Banco Popular

 €854m (€597m net 
of taxes) classified 
by EBA as 
mitigating 
measures

Banco Popular’s generic provisions charge 
evolution
Million euro

Source: Banco Popular

44

Generic 
provisions are 

used in 
negative cycles

 €247m (€173m net 
of taxes) not 
considered as 
mitigating factors
for conservative 
reasons.
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Additionally, Popular has identified a number of income & 
capital sources that have not been considered 

 RWA reduction-Risk model changes in 1Q11: €253m Net Effect

 Write off recoveries: €383m Net Effect

 Goodwill amortization: €193m Net Effect

 Operating margin adjustments and capital gains: €588m Net Effect

AA

BB

CC

DD
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Banco Popular has identified additional sources of income 
amounting to €1bn after taxes

548

2,771

Write offs 2010 Recoveries 2011-12. Adverse
Scenario

In the adverse scenario Banco Popular would 
recover €548 million euro of write offs

Source: Banco Popular

LGD11-12 Adverse 
Scenario 80.2%

Banco Popular has identified inconsistencies 
in the methodology that would increase gross 
income  by €937m

Source: EBA, Banco Popular

2 Asymmetric treatment of interest rates for 
interbank assets and liabilities and for debt assets 
and debt liabilities, reducing NII by €210m

 Interbank rates are lower for loans to credit 
institutions than for deposits from credit 
institutions 

 Interest rates of debt instruments on the 
asset side do not grow in line with costs

3 NII from credit recoveries not registered, 
reducing revenues by €295m

4 Operating profit cash flow reinvestment not 
registered, reducing margin by €91m

1 Allianz deal capital gains not fully considered. 
€341m total net not included, of which €171m
would positively affect core capital under EBA stress 
test
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RWA evolution in 1Q11 due to improvements in internal models

90,590

93,747

RWA 2010 RWA 1Q11

Capital Generation: €253m

-3%

Banco Popular has generated €253m by the 
reduction of RWAs already in 1Q11

Source: EBA, Banco Popular



July 2011 17
Stress Test on Banco Popular

Important Note: “The stress test results should not be considered as a forecast of Banco Popular results under the defined  scenarios”

Goodwill amortization would increase CT1 EBA due to fiscal 
effect

 Goodwill is deducted from EBA’s Core Tier 1 gross of taxes

 Thus the amortization of goodwill through P&L would increase core capital

 Net effect would amount to €193m (30% tax rate on €644m of gross 
goodwill)
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Agenda

Evaluation of EBA methodology: Spanish institutions have been 
strongly affected

Annex 1

Stress Test results on Banco Popular: Main Highlights and adverse
scenario analysis

1.
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2011 Stress test is harsher than in 2010 …

Harsher definition of capital

Higher stress on operating profits

More severe economic scenario (increasing expected losses)

… and Spain is penalized versus other countries, specially 
Spanish listed banks

Generic and substandard provisions are partially accounted as “mitigating 
measures”

Banks’ mandatory convertible bonds are not considered as core capital

Spanish macroeconomic scenario is even more severe, suffering the worst 
hypothesis for real estate prices

Capital gains have not been fully considered

11

22

33

44

55

66

77
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Harsher definition of capital

Capital definition in 2010 Stress test

 Tier 1, following national regulation

 Minimum: 6%

Capital definition in 2011 Stress test

 Core capital nearer to Basel III and  
homogeneous for all European banks

 MCN’s, generics and substandard not 
initially included in CT1

 Includes Basel 2.5 changes in RWA

 Minimum: 5%

Comparison 
of capital 

demanded in 
2010 and 

2011 Stress 
Test

Comparison 
of capital 

demanded in 
2010 and 

2011 Stress 
Test

Tier 1. Dec-2010Tier 1. Dec-2010

10.6% 10.2% 9.9% 9.6% 9.5% 9.2%

7.3%

PAS BBVA Caixa POP SAB SAN BKT

4,6% 4,2% 3,9% 3,6% 3,5% 3,2% 1,3%

CT1 EBA. Dec-2010CT1 EBA. Dec-2010

8.0% 7.6% 7.1% 7.1% 6.8% 6.2% 6.2%

BBVA PAS POP SAN Caixa SAB BKT

3,0% 2,1% 2,1% 1,8% 1,6% 1,2% 1,2%

6% reference ST 2010
5% reference ST 2011

Excess over limit set in 2010 Stress Test Excess over limit set in 2011 Stress Test

11
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Higher stress on operating profits, working against peripheral 
countries and handicapping Spanish Listed Banks vs. Savings 
Banks

 Constant balance sheet reducing NII due to higher funding costs (higher for 
peripherals), not allowing to deleverage

 Sovereign shock: 50% pass-through over the bank’s credit spreads on new loans 
(punishing peripherals due to higher CDS cost) while 100% on wholesale maturities over 
already today’s stressed prices. 

 Other income remaining constant, except plans recognized by domestic authorities 

22

 Interbank markets stressed only on the liability side. Not allowed to pass shocks on the 
asset side.
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The negative deviation applied over the estimated GDP in Spain 
is more severe than in other countries

-0.8

-2.2
-3.0

2010 2011 Cumulative

GDP 
cumulative 
deviation

Spain

Adverse 
Scenario

GDP 
cumulative 
deviation

Spain

Adverse 
Scenario

Stress Test 2010 Stress Test 2011

-1.7

-2.8

-4.5
2011 2012 Cumulative

x 1.5x 1.5

-0.9

-2.1

-3.0

2010 2011 Cumulative

GDP 
cumulative 
deviation

EU

Adverse 
Scenario

GDP 
cumulative 
deviation

EU

Adverse 
Scenario

x 1.3x 1.3

-2.0 -2.0

-4.0

2011 2012 Cumulative

Source: EBA

As the Spanish baseline 
scenario is stagnation
and EU is growth, a 
bigger deviation for 

Spain amplifies Expected 
Loss

33
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Cumulative GDP adverse scenario (2011-12)
GDP change 2010-12. Nominal GDP

Source: EBA

-5.5%
-5.2%

-2.1%
-1.5% -1.3% -1.1%

-0.7% -0.4% -0.3% -0.2%

0.2%
0.6%

4.7%

5.7%

Portugal Greece Spain Netherlands Ireland Italy Eurozone UE Germany Belgium UK France Rest EU Poland

33 Leading to a higher decline of the GDP growth 
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Source: EBA

Probability of Default change in Corporates and SME’s
PD change 2012 - 2010

Despite Spain already suffers higher PDs, these have increased 
at double rates on the EBA stress test

-37.7%

43.0%

62.8% 66.4%
72.8% 73.8% 74.9%

82.5% 86.5%

123.1%
128.8% 128.9%

154.6%
161.6%

Poland France EU Germany Netherlands Italy UK Euro zone Austria Spain Ireland Belgium Portugal Greece

33
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45.0% 46.4% 48.4%

60.1%
65.5% 66.7%

70.6%

78.3%
83.1% 84.0% 85.1%

102.2%
106.3%

130.5%

France Italy Poland Germany Austria Greece Belgium Netherlands Portugal EU Euro zone UK Spain Ireland

Source: EBA

33

Probability of Default change in Residential Mortgages
PD change 2012 - 2010

Despite Spain already suffers higher PDs, these have increased 
at double rates on the EBA stress test
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