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CEE Banks haven’t 
suffered from the 
mortgage crisis and 
should remain 
relatively safe…  
 
…but they will not be 
able to avoid slowdown 
in Western  Europe 
 
 
 
 
Czech Republic and 
Hungary being very 
open economies will 
only start feeling the 
pressure 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Slowdown is coming 
faster than many 
predicted, as seen on 
the  
divergence in 
Germany’s IFO indices 
-- the highest since 
1991… 
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… and Germany is the 
main destination for 
Czech and Hungarian 
exports 
 
 
 
 
 
 
 
 
 
 
 
 
In addition, Slovakia, 
Hungary and Czech 
Republic have become 
dependent on a single 
type of export… 
 
 
 
… transport vehicles 
and machinery, which 
contribute as much as 
40% to Hungarian and 
Czech GDP. 
 
 
 
 
 
 
 
On the other hand, 
Poland, being a 
relatively closed 
economy, should feel 
less of an impact from 
the economic slowdown 
than its CEE peers. 
�
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With 20% profit 
growth, a slowdown is 
not visible yet 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Despite relatively stable 
earnings outlook, CEE 
Banks fell some 20% 
since the beginning of 
the year in EUR terms 
�
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We pick the most 
sensitive risk – the cost 
of provisioning 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

We expect more asset 
quality deterioration in 
Czech Republic and 
Hungary than in 
Poland 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Asset quality has 
improved impressively 
over the last decade 
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Banks such as BRE 
and PKO BP signaled 
that the positive trend is 
likely to change… 
 
… as the economy will 
slow and asset quality 
has been unsustainably 
good 
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We calculated possible 
future provisioning 
needs based on the 
following: 
 
1) loan book structure 
 
 
 
2) loan book maturity 
 
 
 
3 provision coverage 
 
 
 
 
 
 
 
 
 
 
 
 
BZ-WBK, Slaski Pekao 
or Komercni are 
exposed to deterioration 
in corporate loans… 
 
… while Millennium, 
Getin or PKO BP are 
most exposed to a 
mortgage slowdown 
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Getin, Raiffeisen and 
BRE have been the 
most aggressive 
lenders, with 40-50% of 
their loan book granted 
in the last two years 
 
 
 
 
 
 
 
 
 
 
As Erste, Kredyt Bank 
and Raiffeisen have the 
highest portion of 
NPLs uncovered by 
provisions, they would 
lose 15-20% of their 
equity to reach a 100% 
coverage 
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Banks with the highest 
exposure to riskier 
markets such as Russia, 
Ukraine or Bulgaria 
have higher average 
cost of risk in our 
model. 
 
 
 
 
On the other side are 
banks with mortgage 
exposure and stable 
loan portfolio. 
 
 
 
 
 
 
 
 
 
 
 

Kredyt Bank, having i) 
low margins, ii) high 
proportion of loans to 
equity and iii) low 
expected provisioning 
needs, is the bank 
most sensitive to asset 
quality deterioration. 
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In case of severe asset 
quality deterioration, 
we assumed 1% loan 
loss and its effects on 
equity 
 
 
 
Raiffeisen, Erste and 
Millennium, the most 
aggressive banks in 
past quarters, and the 
banks with the highest 
level of loans to equity, 
are at the greatest risk 
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Mcap
(EUR mil.) 2008 2009 2010 2008 2009 2010 2008 2009 2010

Western Banks
Deutsche 51.2 27,185 12.2 6.2 5.6 0.8 0.7 0.7 6.7 12.4 12.9
Citi 20.3 76,727 10.0 8.9 6.4 1.0 1.0 0.9 -5.6 12.1 16.4
SocGen 60.9 35,961 9.4 7.4 6.5 1.0 0.9 0.9 13.1 14.1 14.9
BNP 65.5 59,748 9.0 8.2 7.4 1.2 1.1 1.0 13.4 14.0 13.8
Barclays 334 35,046 6.8 6.8 6.3 1.0 1.0 0.9 14.3 14.7 15.2
RBS 181 37,514 10.8 5.4 4.9 0.5 0.6 0.5 7.8 9.2 10.4
Commerzbank 11.6 8,418 4.9 4.7 4.3 0.5 0.5 0.5 11.3 8.8 10.8
KBC 57.4 20,382 8.3 7.0 6.1 1.1 1.1 1.0 14.3 17.0 17.4
Intesa 3.82 48,364 9.4 8.1 7.2 0.9 0.9 0.9 11.3 12.6 11.8
HSBC 865 130,606 11.4 10.4 8.9 1.5 1.4 1.4 12.8 13.1 14.6
Unicredit 2.98 39,781 6.3 5.5 4.9 0.7 0.6 0.6 11.7 12.6 12.8
Eastern Banks
Erste Bank 35 11,159 7.4 6.6 5.6 1.1 1.0 0.9 17.5 16.9 17.1
Raiffeisen 51 7,919 7.3 6.0 4.9 1.2 1.0 0.9 17.2 18.2 18.7
PKO BP 42 12,255 11.5 10.3 9.2 2.9 2.5 2.1 27.4 25.6 24.4
PEKAO 167 12,915 11.8 11.1 9.8 2.8 2.6 2.4 24.3 23.6 24.7
BZ-WBK 153 3,286 11.1 10.0 8.6 2.2 1.9 1.6 21.1 20.2 19.9
BRE 312 2,735 9.7 9.6 8.3 2.2 1.8 1.5 25.5 20.5 19.4
Handlowy 65 2,508 10.7 9.4 8.0 1.5 1.4 1.3 14.4 16.1 17.0
Bank Slaski 500 1,921 9.4 9.1 7.7 1.5 1.3 1.2 17.0 15.4 16.0
Getin 9.16 1,920 11.8 10.2 8.0 1.8 1.6 1.3 17.3 17.4 17.2
Millenium 6.21 1,557 10.6 9.2 7.8 1.9 1.6 1.4 18.3 18.6 19.0
Kredyt Bank 13.6 1,091 11.6 10.1 8.9 1.5 1.4 1.2 13.8 14.0 14.7
Komercni 3,658 5,647 11.2 10.5 9.8 2.5 2.3 2.1 24.1 22.9 22.5
OTP 6,262 7,256 7.3 6.6 5.6 1.5 1.2 1.0 26.8 20.6 20.1
FHB 1,001 272 10.2 9.4 8.0 1.7 1.5 1.3 18.4 17.7 17.6
Averages
Western Banks 9.0 7.1 6.2 0.9 0.9 0.8 10.1 12.8 13.7
CEE Banks 10.1 9.1 7.9 1.9 1.6 1.4 20.2 19.1 19.2
Premium of CEE Banks to West 11% 22% 21% 50% 46% 42% 50% 33% 28%
Source: Bloomberg
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