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Bank Challenges 



Liquidity 
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ELA Deposits with ECB

Liquidity Situation has improved 



0,0%

10,0%

20,0%

30,0%

40,0%

50,0%

60,0%

NPLs (%) 

NPL definition 2006-2013 NPLs not counted as NPL due to collateral NPL definition 2013 NPL definition 2014 (EBA definition)

NPL Evolution  
CY Operations only 

Low New Credit Extension affects NPL  metrics “Low Hanging Fruits” “Debt for Land Swaps” affect measured NPLs 
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About 50% of NPLs are “terminated” and, hence, not restructurable  



NPLs are split 50-50  between Companies and Households 

NPLs by Type 
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NPL reduction is mainly Company driven 

Debt for 
Land Swaps? 



NPLs by Sector  
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Possibly some “Strategic Default” behaviour Property Market is Important in NPL resolution 



NPLs: Property Price Index 

Property Prices seems to be stabilizing 
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NPLs: Construction – Housing Permits 

Reduction in New Building Permits improves prospects of disposing existing stock 
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NPLs: “Immovable Property” Sales/Purchases 

Some Recovery in Property Sales/Purchases Buying Passports 



New Loans - Deleveraging 

Some recovery in Lending: Poor loan demand and bank unwillingness to lend 

0

200

400

600

800

1000

1200

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

2009 2010 2011 2012 2013 2014 2015 2016

-10,0%

-5,0%

0,0%

5,0%

10,0%

15,0%

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

N
o

v.

Ja
n

.

M
ar

.

M
ay

Ju
ly

Se
p

.

2010 2011 2012 2013 2014 2015 2016

Overall Deleveraging continues - Banks risk turning to “Bad” Banks 



Over leveraged Private Sector 
Household Loans/GDP (2015) 

21% 22% 23% 

33% 
36% 36% 38% 38% 

44% 

50% 51% 52% 53% 

58% 
61% 

67% 67% 67% 

80% 

123% 

0%

20%

40%

60%

80%

100%

120%

140%

(2011   134%) 



Over leveraged Private Sector 
Business Loans/GDP (2015) 

Over leveraged Private Sector is a source of NPLs and hinders new Loans 
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NPLs & Provisions 
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NPLs Falling and Provisions Increasing 
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Interest Rates 

Central Bank Deposit Rates / Capital penalties 
intervention 

Declining Interest Rates Squeeze Margins Competition Leads to Risk Underpricing 



Regulatory 
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Capital  Ratio 

Core Tier 1



Regulatory 

 Capital Requirements 

 Capital Buffers 

 MREL 

 Basel 4 

 IFRS 9 

 

 



Political Challenge* 

Sharehold
ers 

Depositor
s 

Borrowers 

State 

Performing 
Non Performing 
Guarantors 

• High Profit 
• Quick Returns 

• Cheaper Loans 
• Protect “homes” 
• Write-offs 

• Maximise Votes 
• Cheap Finance 
• Protect itself 

(and Taxpayers?) 

• Safety  
• Return 
• Access  

Government 
ECB / SSM 

*Charles Calomiris Bank Crisis Model 



Bank Challenge(s) 

Profitability 
Capital 

Base 



Longer Term Challenges 
New Banking Model? 

 BoC / Coop too big? 

 IBU? 

 Cyprus Government Bond Holdings 



 Thank you 


