&

EUROPEAN CENTRAL BANK

BANKING SUPERVISION

Enhanced outlook
and emerging risk in
the banking union

Andrea Enria



Continuously improving macro outlook Q
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Increasing confidence and abated stress q,&
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Improving liquidity and capital positions &{"
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Contained tightening in bank lending standa@s
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Non-performing loans ratio continued to deg\g\é‘ase
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Chart 10

Significant institutions’ exposures to vulnerable sectors
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Banks’ projections: profitability pushed up bg\g{?ﬁwer provisions
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EU risky corporate credit market expands as\J,?rvestors search
for yields q,

Chart 13 Chart 14
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Broader investor base reduces direct exposwg%s but creates

connections and concentrations q}
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Leveraged lending increases corporate Iever\afbe relaxes
safeguards o>
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Market complacency and spread compressmgq’development
COVID-19 contraction >
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Public support contains defaults, but credit c&éﬁlty worsens
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Leverage also grows in the equity market andqébmplex
products remain exposed to market disloca{jﬁns
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Asset price correction or recession may hit b@?‘ﬁ(s through
visible and less visible channels q}

Chart 26 Chart 27 >

Exposures of euro area banks to global funds (@) Common holdir§§g (b) Aggregate net assets of
and insurers euro area ban nd top 15 asset managers

(Q4 2019, left-hand scale: EUR billions; right-hand scale: percentage of CET1 capital) |nvestment Owned by euro area ban ks

B Securities (Q1 2020, funds domiciled in the euro area, EUR billions)
Loans (Q2 2019, similarity i@
@ Exposure as percentage of CET1 (rhs)

100 5.0 Q B Alternat B Othe
Q @ Banks @ Bond funds Bond e ™ Re,,:mm
90 ' 4.5 5 us ] Equny funds @ Mixed funds B Commodity Bank-owned
W Equity Insurer-owned
80 B Mixed Financial conglomerate
W Money market
70 . 600
. 500
60 o o dede 5] Fah ,. i
50 . b . '%" 300
fl o PN .
40 : o 4 . o=
30 1 - m; ' l...'_'!' FEm=
[T > W =z o =
SijiiiiipREiig
20 . g = E g % 3 & = B F =
@ 00 02 04 06 08 Eggﬁgsggaﬁgé g 3
10 0.5 Similarity index with the banking sector TE i i b 3 &
3 g 537 = 29 g £ o
0 0.0 E g
Investment funds Insurance cor@es g

Euro area banks he

Source: ECB. 6@ Source: ECB.

www.bankingsupervision.europa.eu ©



	Enhanced outlook and emerging risk in the banking union
	Continuously improving macro outlook
	Increasing confidence and abated stress
	Improving liquidity and capital positions
	Contained tightening in bank lending standards
	Non-performing loans ratio continued to decrease 
	Areas of supervisory concern: vulnerable sectors
	Banks’ projections: profitability pushed up by lower provisions�� 
	EU risky corporate credit market expands as investors search for yields� 
	Broader investor base reduces direct exposures but creates connections and concentrations� 
	Leveraged lending increases corporate leverage, relaxes safeguards� 
	Market complacency and spread compression development: COVID-19 contraction� 
	Public support contains defaults, but credit quality worsens� 
	Leverage also grows in the equity market and complex products remain exposed to market dislocations � 
	Asset price correction or recession may hit banks through visible and less visible channels � 



