
Earnings Presentation

2nd Quarter 2012

27 July 201227 July 201227 July 201227 July 2012



2

This presentation contains forward-looking statements with respect to the business, financial
position, operations, strategy, plans and objectives of the Banesto Group. Some of these statements,
although not necessarily all of them, can be identified by the use of terms such as “anticipates”,
“estimates”, “expects”, “believes”, “targets”or similar expressions. These expressions are considered
Forward-Looking Statements within the meaning of the U.S. Private Securities Litigation Reform Act
of 1995.

By their nature, these forward-looking statements imply a level of risk and uncertainty as they reflect
the Banesto Group's current expectations and assumptions which may be rendered inaccurate by
future events or developments. A number of factors, including political, economic or regulatory
factors in Spain or the European Union, such as a decline in customer deposits, changes in interest
or exchange rates, shifting competitive forces or changes with respect to the Group's controlling
shareholder could cause the Banesto Group's actual results and performance to differ materially
from those expressed or implied by some of the forward-looking statements contained herein.

The distribution of this document in other jurisdictions may not be permitted and it is up to the
holders of this document to be apprised of and comply with said restrictions. Receipt of this report
binds you to abiding by the abovementioned restrictions.

This document does not constitute an offer or solicitation to subscribe for or acquire any securities.
Neither this document nor its contents may be deemed the basis of any contract or commitment
whatsoever.

Disclaimer
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Preservation of 
above-average asset 

quality
Defend lower NPL ratio

#1domestic bank 
on cost-income

Lower cost-income
ratio among domestic

banks

Capital 
reinforcement Core capital > 9.0%

Liquidity Reduce LTD ratio by 7pp

Profitability Keep profitability 
above that of peers

Delivery of 2012 guidance
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45.4% vs. 50.4%(4)

-3.9pp(1)

-4pp(2)

1.59% vs. 1.22%(3)

2012 guidance2012 guidance2012 guidance2012 guidance 1H121H121H121H12

9.4%

(1) Figures as of June 2012 for Banesto and as of May 2012 for the broader financial system. 

(2) Reduction in the loan-to-deposit ratio between December 2011 and June 2012.

(3) Net operating income (excluding gains on financial instruments) over investment, data as of March 2012.

(4) Total costs including depreciation and amortisation as a percentage of total income. LTM figures to June 2012 for Banesto and to March 2012 for its peers.
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Income statement shaped by heavy provisioning effort

1H121H121H121H12 1H111H111H111H11 Chg. %Chg. %Chg. %Chg. %

Net interest incomeNet interest incomeNet interest incomeNet interest income 700.5700.5700.5700.5 769.4769.4769.4769.4 ((((9.09.09.09.0))))

Net fee and commission incomeNet fee and commission incomeNet fee and commission incomeNet fee and commission income 303.6 310.3 (2.2)

Net gains on financial instrumentsNet gains on financial instrumentsNet gains on financial instrumentsNet gains on financial instruments 78.6 77.7 1.2

OtherOtherOtherOther gainsgainsgainsgains of of of of losseslosseslosseslosses (12.8) 26.7 N/M

Gross operating incomeGross operating incomeGross operating incomeGross operating income 1,069.91,069.91,069.91,069.9 1,184.11,184.11,184.11,184.1 ((((9.69.69.69.6)))) ((((6.06.06.06.0))))

Net Net Net Net transformationtransformationtransformationtransformation costscostscostscosts 488.1 489.5 (0.3)

Net operating incomeNet operating incomeNet operating incomeNet operating income 581.8581.8581.8581.8 694.6694.6694.6694.6 ((((16.216.216.216.2)))) ((((10.410.410.410.4))))

LoanLoanLoanLoan----loss provisionsloss provisionsloss provisionsloss provisions 457.2 266.0 71.9

OtherOtherOtherOther net net net net gainsgainsgainsgains////losseslosseslosseslosses and and and and provisionsprovisionsprovisionsprovisions (69.1) 6.1 N/M

OrdinaryOrdinaryOrdinaryOrdinary profitprofitprofitprofit beforebeforebeforebefore taxtaxtaxtax 55.555.555.555.5 434.7434.7434.7434.7 ((((87.287.287.287.2))))

NonNonNonNon----recurringrecurringrecurringrecurring gainsgainsgainsgains and and and and writewritewritewrite----downsdownsdownsdowns 640.6 (62.7) N/M

Real estate Real estate Real estate Real estate provisionsprovisionsprovisionsprovisions RDLRDLRDLRDL 663.4 - N/M

Tax expense and minority interestsTax expense and minority interestsTax expense and minority interestsTax expense and minority interests (1.9) 85.1 N/M

Net profitNet profitNet profitNet profit 34.634.634.634.6 286.8286.8286.8286.8 ((((87.987.987.987.9))))

€, mn

(*) Adjusted for the sale of the insurance company and fund management companies and the increased contribution to the Deposit Guarantee Fund. 

LFLLFLLFLLFL
change (%)*change (%)*change (%)*change (%)*



Generation of gains to cover higher real estate 
provisioning requirements…

€, mn
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Total new requirements as of 
31/12/11

Impact of new provisioning requirements (RDL 2/2012 and RDL 18/2012)Impact of new provisioning requirements (RDL 2/2012 and RDL 18/2012)Impact of new provisioning requirements (RDL 2/2012 and RDL 18/2012)Impact of new provisioning requirements (RDL 2/2012 and RDL 18/2012)

…on track to achieve full compliance in 2012

Generic provisions: 
7% of performing 

loans

Specific 
provisions

Capital 
buffer

Compliance plans

- CoverageCoverageCoverageCoverage currentlycurrentlycurrentlycurrently
at at at at aroundaroundaroundaround 55%55%55%55%

- ToToToTo be 100% be 100% be 100% be 100% 
provisionedprovisionedprovisionedprovisioned beforebeforebeforebefore
yearyearyearyear endendendend

€, mn

614614614614

833833833833
MayMayMayMay

RDL 18/2012RDL 18/2012RDL 18/2012RDL 18/2012

Generic provisions: 
30% of performing 

loans

FebruaryFebruaryFebruaryFebruary

RDL 2/2012RDL 2/2012RDL 2/2012RDL 2/2012

7
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Income has been gradually improving since 4Q11

(*) Like-for-like figures, i.e., adjusted for the sale of the insurance and fund management companies and the increased contribution to the 
Deposit Guarantee Fund. 

€, mn

Quarterly net interest incomeQuarterly net interest incomeQuarterly net interest incomeQuarterly net interest income Quarterly gross operating income Quarterly gross operating income Quarterly gross operating income Quarterly gross operating income ****
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Improvement in customer spread…

Yield on loans and cost of deposits (%)Yield on loans and cost of deposits (%)Yield on loans and cost of deposits (%)Yield on loans and cost of deposits (%)

2.102.102.102.10 2.382.382.382.38
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…as in the overall spread

Yield on loans and overall funding cost (%)Yield on loans and overall funding cost (%)Yield on loans and overall funding cost (%)Yield on loans and overall funding cost (%)

2.052.052.052.05 2.212.212.212.21

(*) Weighted average rate of private sector customer deposit funding cost and cost of marketable securities
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The improvement in the spread on loans is offsetting 
the decline in interest rates

Rates on new loans (%)Rates on new loans (%)Rates on new loans (%)Rates on new loans (%)

Ex-mortgages



12

Preservation of service fee and commission income 

(*) Excluding mutual funds

€, mn

Fee and commision incomeFee and commision incomeFee and commision incomeFee and commision income(*)(*)(*)(*) Breakdown of fee and   Breakdown of fee and   Breakdown of fee and   Breakdown of fee and   
commission incomecommission incomecommission incomecommission income

€, mn 1H121H121H121H12 Chg. %Chg. %Chg. %Chg. %

FeeFeeFeeFee and and and and commcommcommcomm. . . . incomeincomeincomeincome 325.0325.0325.0325.0 ((((0.20.20.20.2))))

Collection and payment 
services 139.7 (1.3)

Risk underwriting 55.0 5.2

Securities services 13.5 9.6

Insurance 31.1 (21.6)

Other 85.7 7.2

Memorandum item:Memorandum item:Memorandum item:Memorandum item:

---- Foreign trade  Foreign trade  Foreign trade  Foreign trade  32.932.932.932.9 19.619.619.619.6

---- FactoringFactoringFactoringFactoring 11.011.011.011.0 22.322.322.322.3
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Strong contribution from net gains on financial 
transactions, underpinned by customer business

36.536.536.536.5

11.011.011.011.0

Other Other Other Other 
transactionstransactionstransactionstransactions

Distrib. of Distrib. of Distrib. of Distrib. of 
treasury treasury treasury treasury 
products to products to products to products to 
customerscustomerscustomerscustomers

Net gains on financial Net gains on financial Net gains on financial Net gains on financial 
transactionstransactionstransactionstransactions

Breakdown by segmentBreakdown by segmentBreakdown by segmentBreakdown by segment

Corporate 
banking

18%

SMEs

8%

Companies

42%

Premium 
banking

30%

Other retail

2%

€, mn

30.530.530.530.5

39.539.539.539.5 39.139.139.139.1
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Expenditure remains under control…

Trend in operating expenses Trend in operating expenses Trend in operating expenses Trend in operating expenses 

€, mn

2,1%2,1%2,1%2,1%

0.4%0.4%0.4%0.4%
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…shoring up the cost-income gap with the 
sector 

CostCostCostCost----income vs. peersincome vs. peersincome vs. peersincome vs. peers** 
(%)

** Cost-income ratios calculated on a trailing 12-month basis

Banesto Peers*

Change in operating expenses Change in operating expenses Change in operating expenses Change in operating expenses 
vs. peersvs. peersvs. peersvs. peers

* Popular, Sabadell and Bankinter. Data as of 1Q12.
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Movement in loanMovement in loanMovement in loanMovement in loan----loss provisionsloss provisionsloss provisionsloss provisions

266266266266 457457457457

Higher loan provisioning and coverage

LoanLoanLoanLoan----loss provisionsloss provisionsloss provisionsloss provisions

(*) Excluding sale of loan portfolios

€, mn

1,8811,8811,8811,881

1,5911,5911,5911,591

NPL coverage ratio: 42%

Net change in Net change in Net change in Net change in 
loanloanloanloan----loss loss loss loss 
provisions provisions provisions provisions 

2,284*2,284*2,284*2,284*
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NPL ratio and coverage (%)NPL ratio and coverage (%)NPL ratio and coverage (%)NPL ratio and coverage (%)

Contained increase in NPL ratio

Deterioration vs. sector average: 181bp less*
NPL ratio vs. sector average: 3.9pp lower**

41.5%41.5%41.5%41.5%

* Excluding sale of loan portfolios
** Sector data as of May 2012.

51.2%51.2%51.2%51.2%52.7%52.7%52.7%52.7%52.9%52.9%52.9%52.9%52.1%52.1%52.1%52.1%

53.8%*53.8%*53.8%*53.8%* 50.4%*50.4%*50.4%*50.4%*

NPL ratioNPL ratioNPL ratioNPL ratio

CoverageCoverageCoverageCoverage
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Non-performing loan balance stable and moderate 
growth in net additions

€, mn
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Overall exposure to real estate risk continues 
to decline and provisions to rise

* Using the updated scope defined under Spanish RDL 2/2012
** Provisions as a percentage of non-performing and substandard real estate risk

Total real estate exposure Total real estate exposure Total real estate exposure Total real estate exposure 

€, mn

Financing *

On balance 
sheet RE 
assets  

Total real estate provisionsTotal real estate provisionsTotal real estate provisionsTotal real estate provisions

10,49810,49810,49810,498
9,8459,8459,8459,845

9,0339,0339,0339,033

Risk

On balance 
sheet RE 
assets 

----653653653653
----812812812812

46%46%46%46%

CoverageCoverageCoverageCoverage

29%**29%**29%**29%**
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Downtrend in properties on the balance sheet 
thanks to accelerating sales

€ mn
Total Total Total Total onononon----balance balance balance balance 
sheetsheetsheetsheet RE RE RE RE assetsassetsassetsassets

At At At At 31/12/1131/12/1131/12/1131/12/11 3,7173,7173,7173,717

IncomingIncomingIncomingIncoming 448448448448

Outgoing Outgoing Outgoing Outgoing (609)(609)(609)(609)

At 30/06/12At 30/06/12At 30/06/12At 30/06/12 3,556 3,556 3,556 3,556 

1Q: 1Q: 1Q: 1Q: €228mn228mn228mn228mn
67%67%67%67% 2Q: 2Q: 2Q: 2Q: €381mn381mn381mn381mn
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Sales are also accelerating due to the assignment 
of developer loans

1Q: 1Q: 1Q: 1Q: €96mn96mn96mn96mn
2.2x2.2x2.2x2.2x 2Q: 2Q: 2Q: 2Q: €211mn211mn211mn211mn
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The liquidity position continues to improve

� €2.15bn 2.15bn 2.15bn 2.15bn improvementimprovementimprovementimprovement in in in in liquidityliquidityliquidityliquidity gap in 1H12gap in 1H12gap in 1H12gap in 1H12

� RelianceRelianceRelianceReliance onononon wholesalewholesalewholesalewholesale fundingfundingfundingfunding marketsmarketsmarketsmarkets cutcutcutcut bybybyby €8bn 8bn 8bn 8bn 
yearyearyearyear----onononon----yearyearyearyear

� M/LM/LM/LM/L----termtermtermterm issuanceissuanceissuanceissuance of of of of €951mn in 1H12951mn in 1H12951mn in 1H12951mn in 1H12

�UndrawnUndrawnUndrawnUndrawn ECB ECB ECB ECB liquidityliquidityliquidityliquidity buffer of buffer of buffer of buffer of €8.2bn8.2bn8.2bn8.2bn
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Reduced reliance on wholesale funding markets

Jun. 11Jun. 11Jun. 11Jun. 11 DecDecDecDec. 11. 11. 11. 11 Jun. 12Jun. 12Jun. 12Jun. 12

M/LM/LM/LM/L----term debtterm debtterm debtterm debt 26,53826,53826,53826,538 23,82323,82323,82323,823 20,72620,72620,72620,726

Covered bonds 17,965 16,512 15,814

Senior debt 6,534 5,878 4,700

Other 2,039 1,433 212

ShortShortShortShort----term debtterm debtterm debtterm debt 2,6892,6892,6892,689 580580580580 464464464464

TOTALTOTALTOTALTOTAL 29,22729,22729,22729,227 24,40324,40324,40324,403 21,19021,19021,19021,190

----8,0378,0378,0378,037
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Liquidity situation and outlook for 2012

RefinancingRefinancingRefinancingRefinancing requirementsrequirementsrequirementsrequirements (2H12)(2H12)(2H12)(2H12) 3,3593,3593,3593,359

M/L term debtM/L term debtM/L term debtM/L term debt 2,8952,8952,8952,895

ST debtST debtST debtST debt 464464464464

Forecast reduction in liquidity gap (2H12) Forecast reduction in liquidity gap (2H12) Forecast reduction in liquidity gap (2H12) Forecast reduction in liquidity gap (2H12) 3,3003,3003,3003,300

Undrawn liquidity at closeUndrawn liquidity at closeUndrawn liquidity at closeUndrawn liquidity at close 9,8009,8009,8009,800

LiquidLiquidLiquidLiquid assetsassetsassetsassets 1,6001,6001,6001,600

UndrawnUndrawnUndrawnUndrawn ECB bufferECB bufferECB bufferECB buffer 8,2008,2008,2008,200

€, mn
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We continue to shore up our capital ratios

Core capital, %Core capital, %Core capital, %Core capital, %

ºººº
Jun. 12Jun. 12Jun. 12Jun. 12 Dec. 11Dec. 11Dec. 11Dec. 11 % Chg.% Chg.% Chg.% Chg.

Core capitalCore capitalCore capitalCore capital 5,3395,3395,3395,339 5,4295,4295,4295,429 (1.7)(1.7)(1.7)(1.7)

RiskRiskRiskRisk----weighted assetsweighted assetsweighted assetsweighted assets 56,76756,76756,76756,767 60,20660,20660,20660,206 (5.7)(5.7)(5.7)(5.7)

€, mn

New capital 
requirements 
under RDL 
2/2012: 
9.0%

Capital 
Principal

8.08.08.08.0

Capital 
buffer
1.01.01.01.0
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Healthy deposit trend with costs coming down

Trend in customer fundsTrend in customer fundsTrend in customer fundsTrend in customer funds
(€ mn, figures as of the quarterly close)

Term depositsTerm depositsTerm depositsTerm deposits

Private sector Private sector Private sector Private sector 
fundsfundsfundsfunds

Cost of private Cost of private Cost of private Cost of private 
sector customer sector customer sector customer sector customer 
depositsdepositsdepositsdeposits



Lending narrowed against the backdrop of deleveraging, shaped 
by scant demand and active management of credit risk

June 2012June 2012June 2012June 2012 LendingLendingLendingLending YoY chg. YoY chg. YoY chg. YoY chg. (%)

Public sector*Public sector*Public sector*Public sector* 3,8053,8053,8053,805 25.825.825.825.8

Private sectorPrivate sectorPrivate sectorPrivate sector 57,81857,81857,81857,818 ((((10.310.310.310.3))))

Commercial loan book 3,407 9.3

Secured loans 32,686 (8.8)

Other loans and credit 
facilities

21,724 (14.9)

NonNonNonNon----resident sectorresident sectorresident sectorresident sector 2,6842,6842,6842,684 ((((5.95.95.95.9))))

Net doubtful assetsNet doubtful assetsNet doubtful assetsNet doubtful assets 2,1532,1532,1532,153 33.633.633.633.6

Total lendingTotal lendingTotal lendingTotal lending 66,45966,45966,45966,459 ((((7.77.77.77.7))))

Memorandum item:

Real estate exposure 5,477 (22.1)

Total Total Total Total lendinglendinglendinglending, ex. RE , ex. RE , ex. RE , ex. RE exposureexposureexposureexposure 60,98260,98260,98260,982 ((((5.55.55.55.5))))

(*) Includes Banesto's share of funding the government-sponsored supplier financing plan 29
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Conclusions

� Earnings remain under pressure due to the prevailing adverse 
economic environment and more stringent real estate 
provisioning requirements

� Nevertheless, Banesto continued to shore up its core capital ratio 
which stood at 9.4% at the end of June

� Internal liquidity generation remains strong: €2.15bn in 1H12 

� The NPL ratio remains moderate in comparison with the sector 
average

� Accelerating pace of real estate asset sales, reducing exposure to 
related risk by €812mn  
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