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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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5Source: INE, Eurostat.

Macro economic indicators are improving and imbalances in the economy 
are adjusting…

GDP componentsGDP

Improving current account deficit Public deficit is starting to decrease
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… supported by fiscal consolidation and key structural reforms…

Measures Potential benefits

Fiscal Consolidation  Deficit reduction, increased confidence in public 
finances, decreased sovereign risk

Labour Market Reform  Increased flexibility of labour markets, reduction of 
unemployment levels

Public Pensions Reform  Lower public expenditure, higher confidence in 
future savings and earnings

Financial System Reform  Increased solvency of the system, recovery of 
credit, higher confidence from the markets
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53

16

Specific provisions against 
reserves for institutions  in 
restructuring process

Reduction in generic 
provisions

Net specific provisions 
against P&L

During 2008-2010, the Spanish financial 
sector has recognized and assumed asset 

impairment losses for an amount equivalent 
to almost 9% of GDP …

During 2008-2010, the Spanish financial 
sector has recognized and assumed asset 

impairment losses for an amount equivalent 
to almost 9% of GDP …

… and has reinforced the Tier 1 capital 
of the system by 190 b.p.

… and has reinforced the Tier 1 capital 
of the system by 190 b.p.

The accumulated provisions and the excess of capital over the minimum required along 
this 3-year period represent 12.5% of GDP. The coverage of the €15.2 bn additional 

capital needs announced by the BoS will increase it to almost 14% of GDP 

The accumulated provisions and the excess of capital over the minimum required along 
this 3-year period represent 12.5% of GDP. The coverage of the €15.2 bn additional 

capital needs announced by the BoS will increase it to almost 14% of GDP 

Source: Bank of Spain.

9.5%

7.6%

Dec‐07 Dec‐10

Tier 1 capital of Spanish financial system

Consolidated provisions since Jan 2008 for the whole system

(€, billion)

91        (Cajas: €52 bn; Banks: €39 bn)

The Spanish financial sector has so far “cleaned” balance sheets 
substantially (c. 10% of GDP) and it has at the same time reinforced 
solvency levels…
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Spain's reliance on the ECB
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Spain's reliance on the ECB

181

187

174
170

153

2006 2007 2008 2009 2010

…while massively improving funding positions and liquidity 

Loan to deposits Spanish banks

Cuota mercado natural 

Source: Bank of Spain, company data.

Spain’s reliance on the ECB has decreased to 
pre-Lehman levels, in line with its natural market share

(€
, m

ill
io

n)

225 p.b.Covered bonds3 years1,50004/01/2011BBVA
225 p.b.Covered bonds5 years1,00005/01/2011Santander
310 p.b.Covered bonds2 years50014/01/2011Bankinter
270 p.b.Covered bonds2 years65027/01/2011Popular

200 p.b.Covered bonds5 years2,00002/02/2011BBVA
260 p.b.Covered bonds2 years1,20003/02/2011Sabadell
220 p.b.Covered bonds5 years2,00010/02/2011La Caixa
173 p.b.Senior debt2 years1,75015/02/2011Santander

245 p.b.Covered bonds2 years35017/02/2011Popular
180 p.b.Covered bonds4 years2,00028/02/2011Santander
265 p.b.Covered bonds4 years40002/03/2011Bankinter

8.25% annual couponConvertibles3 years25202/03/2011Pastor

180 p.b.Senior debt2 years1,75007/03/2011BBVA
7.00% annual couponConvertibles3 years40608/03/2011Bankinter

200 p.b.Covered bonds4 years1,25008/03/2011La Caixa
250 p.b.Covered bonds5 years50009/03/2011Unicaja

190 p.b.Covered bonds4 years60021/03/2011Banesto
155 p.b.Covered bonds4 years2,00021/03/2011BBVA

Cost / spread over 
midswapTypeExpiry

Volume 
(€ mm)DateEntity

-62%

Source: Banco Popular, Santandrer Sapain, BBVA Iberia, Bannesto, Sabadell and Bankinter

Spanish system natural market share

Wholesale funding markets 
are gradually reopening for 

Spanish banks. Prices, 
while still high , are 

improving. (entry point for 
investors?)

Wholesale funding markets 
are gradually reopening for 

Spanish banks. Prices, 
while still high , are 

improving. (entry point for 
investors?)

De-coupling from more 
troubled economies is being 

more and more tangible

De-coupling from more 
troubled economies is being 

more and more tangible
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Consolidation process (from 45 to 17 cajas)

The consolidation process of the 
Spanish financial sector will bring 

new opportunities …

The consolidation process of the 
Spanish financial sector will bring 

new opportunities …

Source: Bank of Spain

Number of branches in Spain

BoS expects average reductions of 25% 
on offices and 15%-18% on staff among 

the cajas

BoS expects average reductions of 25% 
on offices and 15%-18% on staff among 

the cajas

….Although more has to be done on the consolidation process: still a 
significant over capacity but much under way: a remarkable 
restructuring is taking place.
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How Popular is delivering sustainable risk adjusted returns?

 Reinforcing our leading position in the key-indicators: Profitability, Solvency and Liquidity.

 Extensive expertise focused on retail banking: more than 6 Million customers confirm it!

 And allow us to achieve solid recurrent revenues throughout the cycle

 We keep on crystallizing the huge intrinsic value of our franchise 

1. Having a flexible & quick-to-react Model

2. Having a high quality franchise

3. Backed by a sound track record

 Adapting faster to a changing environment

 Having a top-class quality branch network
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Maturities < 1 
year
39%

Maturities > 1 
year
61%

Saving Banks

Capacity: Short duration of lending book

Flexible model: with a short duration on the lending book which allows 
us to transfer potential changes in funding cost

62%
55%

51% 50% 49% 47% 47% 46% 45% 44% 43% 41%
36% 36% 34%

24%
27%

48%

25% 25%

S.Bank
1

S.Bank
2

S.Bank
3

S.Bank
4

S.Bank
5

S.Bank
6

S.Bank
7

S.Bank
8

S.Bank
9

Bank 1 S.Bank
10

S.Bank
11

S.Bank
12

S.Bank
13

Bank 2 S.Bank
14

Bank 3 Bank 4 Popular Bank 5

Source: Companies corporate presentations, Dec. 2010. Business in Spain. 
Banks: Santander Spain, BBVA Iberia, Sabadell, Pastor and Banesto. Savings banks: Caja España-Caja Duero, Banco Base, Cajatres, Caixa Catalunya, Mare Nostrum, 
NovaCaixaGalicia, BFA, Unnim, Vital, Banca Cívica, CaixaBank, Ibercaja, Unicaja, Kutxa, BBK

Banks

Percentage of loans devoted to residential mortgages and developers over total assets
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14% 14%
17%

21%

6%

15%

4%
6%

14%

1%

2006 2007 2008 2009 2010

Deposits Loans

221%
200%

168%
150%

2007 2008 2009 2010

Flexible model: Based on a highly disciplined network which permits us 
to change effectively and rapidly our priorities

Evolution of Loan to deposits ex repos

Gain of quality market share (1)

(1) Business market share: credits and deposits. Source: T7 
form and  Bank of Spain

Loans & Deposits: YoY growth

4.53%
4.60% 4.63%

5.10%

2007 2008 2009 2010
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Flexible model: i.e. we have been able to rebalance our wholesale 
funding portfolio in just 3 years…

Total funding evolution (%/Total assets) 

8% 7% 8%
4%

26%
20% 19% 17%

40%

47% 46%
51%

dic-07 dic-08 dic-09 dic-10

Short term wholesale funding Medium and long term wholesale funding Client deposits
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5.27

5.83 5.81

POP Spanish Banks Spanish System

35%
43%

60%

POP Spanish Banks European Banks

High quality franchise from a variety of angles

2.20%

1.68%
2.07%

POP Spanish Banks European Banks

Best in class cost to income ratio A privileged Pre-Provision Margin

A leading Core Capital position NPL ratio (%). Tough Risk Assessment

9.43%

8.19%
8.50%

POP Spanish Banks European Banks

Source: Quarterly reports, BoS and Credit Suisse.
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We maintain the highest asset spread and continue to increase it

4.05 3.65 3.6 3.37 3.31
2.51

POP Bank 1 Bank 2 Average
ex-POP

Bank 3 Bank 4

Yields of the new loans. Products at fixed ratesSpreads on new loans. Products at floating rates

Loans yield comparison 4Q10 (%)

Source: Quarterly reports. Peers: Sabadell. Banesto, BBVA Iberia and Bankinter 

1.00

1.50

2.00

2.50

3.00

3.50

4.00

Jan-10Dec-10Jun-2010Dec-09Jun-09

Residential mortgages
Credit Lines with mortgage colateral
SME and corporate lending

0.00

1.00

2.00

3.00

4.00

5.00

6.00

7.00

8.00

Jan-10Dec-10Jun-2010Dec-09Jun-09

Commercial discount
Consumer lending
Leasing
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1.07
1.23 1.17 1.14 1.23

1.37
1.25

POP Bank 1 Bank 2 Bank 3 Bank 4 Bank 5 Average
peers

1.99 1.87 1.81
1.67

1.13
1.00

1.27

POP Bank 1 Bank 2 Bank 3 Bank 4 Bank 5 Average
peers

35%
43%

60%

POP Spanish Banks European Banks

NIM over ATAs (%)

Cost over ATAs (%)

Efficiency levels vs. peers

Source: Quarterly reports

Peers: BBVA Iberia, Santander España, Sabadell, Bankinter, La Caixa

We keep the highest efficiency levels based not only on the highest 
revenues but also on a strict cost culture
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100 100 100 100

29
43

49

73

Individual Mortgages Small Companies Large Corporates Medium Companies

Loan stock New loans u/w Dec 2010

NPL Entries evolution 

75%

With mortgage 
collateral 

Expected loss new production vs stock – (Index 100) 

-71% -57% -51% -27%
(€, million)

2,779
3,345

1,819

2008 2009 2010

Risk management: NPL net entries continue in the right direction. The 
expected loss (EL) of the new business underwritten shows a remarkable 
improvement 
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14.55x

36.00x

Average European
leverage ratio (ex-UK)

9.43%
8.80% 8.60% 8.50% 8.46% 8.31% 8.20% 8.19%

6.76%

POP Bank 1 Bank 2 Average
european

banks

Bank 3 Bank 4 Bank 5 Average
Spanish
banks ex

POP

Bank 6

Core capital Dic.10

Sources: Quarterly reports Spanish banks 4Q2010 Santander Group, BBVA Group, Sabadell, Banesto, 
Bankinter, Pastor. BBVA data is calculated after the acquisition of Garanti. European banks . Credit Suisse 
Banks valuation 23rd November 2010. 

Leverage Ratio Dic.10 

And finally, and very important these days… The Spanish franchise with 
Lower Leverage & Higher Solvency
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Loans breakdown by sector

Corporates

28.1%

Small enterprises

16.4%

Retail individuals

25.9%

Premier and
private individuals

2.8%

We keep reinforcing our SME franchise:
54,000 new SMEs in 2010

And International Business:
+12% y/o/y Gross income
+88 b.p. documentary credit market share (10% 

as of 2010)

We keep reinforcing our SME franchise:
54,000 new SMEs in 2010

And International Business:
+12% y/o/y Gross income
+88 b.p. documentary credit market share (10% 

as of 2010)

Mid-Sized
Corporates

20.5%

Micro companies

6.3%

Recurrent revenues: Based on a recurrent client base and unique SME 
franchise

Source: INE

-1+7Micro companies & self-employees

-13+1Small size companies

-12+7Medium size companies

-7+7Large corporate

-2+8Total

System
Growth in client base by 
company type 2010-2009 (%)
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2.20% 2.05% 1.97% 1.94%
1.69% 1.61% 1.51%

1.07%

POP Bank 1 Bank 2 Bank 3 Average
ex POP

Bank 4 Bank 5 Bank 6

Pre-provision Profit/Average gross loans 2010

Source: Quarterly  reports 4Q2010 Santander Spain, BBVA Iberia, Banesto, Sabadell, Bankinter, Pastor

Net Interest Income and total revenues evolution

Recurrent revenues: We maintain solid revenue generation and also the 
highest Pre-Provision Profit

1,127 1,402 1,591 1,800 1,776 1,888 2,068 2,265 2,502 2,823 2,452537
567 573 608 660 790 881 876 859

763
747

1,784 2,014 2,193 2,439 2,522 2,764
3,107

3,379 3,587
4,054

3,462

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

NII Fees & commissions Total revenues 

(€, million)

Note: 2000 – 2003 figures under Spanish GAAP, 2004-2010 figures under IFRS

Peak in profits Today
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Popular has shown in the past its ability to deliver high profitability
based on efficiency rather than leverage

Profitability 
depressed by 
the increase in 
cost of risk

ROE Reported vs. ROE adjusted to an 8% core capital evolution

27% 28% 27%
26% 25%

20% 22%
24%

18%

11%

7%

31%
28%

26%

21%
19%

17%
18%

19%

16%

12%

9%

Average Reported ROE 2000-2010
21%

Average 2000-2010 adjusted ROE to 
core capital 8%

20%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Reported ROE Adjusted ROE to core capital 8%
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To conclude: Proven high quality franchise with a high intrinsic value. 
Some examples…

2010 2011

JV Credit Mutuel Allianz Popular 
Holding

490 m € Capital gains
6.7x P/BV10
13.8x PER10

367 m € Capital gains
2.4x P/BV10
17x PER10
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 Popular is demonstrating a superior capacity to obtain recurrent 
revenues in a very demanding environment (Economic & credit 
contraction, low interest rates, volatile markets…).

 And also a strong capacity to generate a high level of capital gains
thanks to its  highly valued franchise.

 The combination of these capacities, has allowed us to implement a 
conservative provisioning policy over the last three years (c.EUR7bn 
provisions) while we have improved our liquidity & solvency well 
above peers.

 We view the future with confidence because of the high value and 
sustainability of our franchise.   We own a  WINNING MODEL

Conclusions
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