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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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1. Macro environment: Sovereign crisis and economic recovery
From country specific issues to Eurozone’s (global?)…

 10yr spreads over bund (pp)
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 Public deficit (% of GDP) Debt to GDP

1. Macro environment: Sovereign crisis and economic recovery 
Kingdom of Spain’s indebtedness is not the issue. Deficit well on track 
to achieve goals…

Source: INE, Eurostat, EC estimates (European Economic Forecast – June 2011)

-11.2%

-6.4%-7.0%
-9.1%-9.2%

-10.4%
-10.5%

-5.8%-5.9%

-9.5%-10.0%

-4.7%

-8.6%

-6.3%

USA Greece UK Spain Portugal France EU
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1. Macro environment: Sovereign crisis and economic recovery
Structural reforms: delivering…

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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2. Dealing with the crisis
Reasonably well in unchartered waters

6.47%
7.17%

8.57%
9.43% 9.84%

2007 2008 2009 2010 1H11

2007 2008 2009 2010 1H11

PPP (%) Capital Gains (%) Financial Provisions (%) RE Provisions (%)

2.3% 2.4%
2.8%

2.2%
1.8%

-0.3%
-1%

-1.9% -1,5% -1.4%

 The strongest core capital  The highest effort in LTD improvement

 Business potential vs Total Cost of Risk*

* Business potential = Pre-provision profit + Capital gains over ATA’s. Total Cost of Risk = Credit provisions + RE provisions over ATA’s
Source: Quarterly  reports

 Capital gains fully
devoted to provisions

223% 220%

168%
150% 149%

2007 2008 2009 2010 1H11
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2. Dealing with the crisis
Proven track record capturing deposits from our branch network:

30,13233,165

39,297
48,73248,828

Jun-07 Jun-08 Jun-09 June-10 Jun-11

 Evolution of the commercial gap*  Spanis banks vs Popular LTD evolution*

*Note: ex all repurchasing agreements

Source: Spanish commercial banks

 Biggest effort in the industry reducing LTD ratio (97pp vs 29pp)

246%

221%

158%

179%

149%

158%164%170%174%
187%

 Jun 2007  Jun 2008  Jun 2009  Jun 2010  Jun 2011

Popular evolution Sector evolution

- €18.7bn
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2. Dealing with the crisis
We keep on reducing our reliance on wholesale markets

8% 7% 8%
4% 3%

47%
51% 51%

16%17%19%20%
26%

46%
40%

Dec-07 Dec-08 Dec-09 Dec-10 Jun-11

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

 Total funding evolution (%/Total assets) 
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2. Dealing with the crisis
Total credit and RE provisions over €8bn since the beginning 
of the crisis

 Provisions Stock

2,032

6,023

1,822

2007 1H11

Credit Real Estate

4.4x

€ 1,822 mn

€ 8,055 mn
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3. Challenges: Funding & Liquidity
Profiting from any single market opportunity

 Debt markets evolution and Popular issues (€bn)
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Markets closed Popular issues

€1.5bn of GGB

€2bn of GGB

€1.25bn of Covered

€0.7bn of MCN

€1bn of Covered

€2.4bn of 
Extended 
Covered and 
Senior

€0.2bn of 
Subordinated

€0.5bn of MCN

€1bn of Covered

€0.3bn in taps

€0.5bn of Senior
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14.59%

11.80%

8.52% 8.19%
7.06%

5.22%
4.59%

3.92% 3.59%
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3. Challenges: Funding & Liquidity
Manageable calendar in funding renewals

 2012-13 Funding maturities as % of 1H11 Total Assets

Maturities of €6.5bn in 2012
funded through:

1. Commercial gap reduction

2. Additional capacity if markets
stabilize

3. €4bn GGB capacity (€3.5bn of the
6.5bn maturing are GGB)

Source: Bloomberg
1. Second line of liquidity: €11.2bn

2. Easy deleverage: short 
assets duration

 Our plans

 Second contingent approach
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62%

55%
52% 51% 50% 49% 48% 47% 47% 46% 45% 44% 43% 41%

36% 36% 34%

27% 25% 25% 24%

Caja 1 Caja 2 Bank 1 Caja 3 Caja 4 Caja 5 Caja 6 Caja 7 Caja 8 Caja 9 Bank 2Caja 10Caja 11Caja 12Caja 13 Bank3 Caja 14Bank 4 Bank 5Popular Bank 6

Maturities < 
1 year
39%

Maturities > 
1 year
61%

3. Challenges: Funding & Liquidity
Flexibility of our loan book

 Capacity: Short duration of lending book 

Dec. 2010. Business in Spain. 
Banks: Bankinter, BBVA Iberia, Pastor, Santander Spain, Sabadell and Banesto
Saving  Banks: Ibercaja, Kutxa, Caixa Catalunya, Caja Vital, BBK, Unnim, Banco Base, Marenostrum, Banca Cívica, Cajatres, Unicaja, Caja España-Duero, BFA, 
NovaCaixaGalicia, CaixaBank

 Percentage of loans devoted to residential mortgages and developers over total assets
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3. Challenges: Funding & Liquidity
In case of extreme scenarios, maturities are well covered

500667
1,892

2,014 1,940
2,400

3,500

2012 2013 2014 2015 Second
line of

liquidity

GGB
Capacity

EMTN Covered bonds Securitization EMTN GGB

€13,827 mn

 Long and medium term debt maturities and second line of 
liquidity (cash basis)

(€, million)

€ 6,508 mn

€ 11,189 mn

€ 2,692 mn
€ 2,556 mn

€ 2,071 mn

€ 4,000 mn
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3. Challenges: Asset Quality
Still adverse scenario. Lower expected loss in new production.  

 Evolution of net entries of NPLs (Quarterly average)

(€, million)

 82% of new entries carry mortgage collateral thus 
provisioning effort should not grow

 Expected loss new production vs stock – (Index 100) 

2,779
3,345

948

1,819

2008 2009 2010 1H11

100 100 100 100

26
39

64
71

Individual
Mortgages

Small Companies Large Corporates Medium
Companies

Loan stock New loans u/w Jul 2011

Data as of Jul-11

-74% -29%-61% -36%
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3. Challenges: Asset Quality
Cost of risk easing and building provisions on NPA’s

1.93%

1.55%

1.13%

Average 2009 Average 2010 1H11

 NPA’s coverage at 41%*

 Ordinary specific provisions 
cost of risk evolution(1)

(1) Average ordinary specific over average loans

* NPA = NPL’s + Substandard risk + RE Assets + Write-offs

4.81% 4.91% 5.04%
5.17%

5.27% 5.44%
5.58%

6.50%*

6.11%
5.81%

5.50%
5.35%5.33%

5.08%

 NPL ratio evolution

Banco Popular Average Spanish industry

Dec-09 Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 Jun-11

92 b.p.
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3. Challenges: ROA
Despite tough interest rates environment, increasing spreads over 
industry peers 

 Client spread in % of Average Total Assets 

Loans to 
Customers 
yield

Cost of customer 
deposits

4.24
4.00 4.05 4.064.20 4.00

1.951.841.71 1.81
1.43 1.53

1Q-10 2Q-10 3Q-10 4T-10 1Q-11 2Q-11

2.29%
2.25%2.21%2.29%

2.47%
2.77%

Client 
spread

-3

145

-87

84

164

Mortgage
loans Business

Consumer
loans Corporates SMEs

 Spreads over industry bps (*)

(*) New production May 2011. Source: Bank of Spain. Last available information

Core segments
 Popular’s 2.29% vs average peers 1.38%
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1.35% 1.34% 1.32% 1.29%
1.19% 1.15% 1.08% 0.99%

0.84%
0.74%

0.61%

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

Bank 6 European
banks

Bank 7 Bank 8

3. Challenges: ROA
Top ranked to take advantage of the cost of risk easing 

 Recurrent PPP 1H2011(*)/Average total assets 

(*) Recurrent PPP = Profit Before Provisions and capital gains
Source: Quarterly reports 2Q11. European Banks: Credit Suisse valutaion 22.07.11
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3. Challenges: ROA
We own a proven superior franchise with a high intrinsic value

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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Our 
Priorities

 Reducing the Cost of Risk

 Keep capital strength

Gain market share at a low cost

4. Conclusions
Challenging times, but clear priorities

 Strengthen solvency, liquidity
and funding profile
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Many Thanks.

Happy to take any questions.

Many Thanks.

Happy to take any questions.
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