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B R IE F IN G  
 

Single Supervisory Mechanism:  

The evolution of SSM banks’ performances since 2013 
 

This briefing summarizes the financial performances of 110 banks supervised by the SSM since 

December 2013 i.e. the, cut-off date of the ECB Comprehensive Assessment. It focuses on eight 

financial indicators and looks at the relative performance of different groups of banks.  

In 2014, the ECB took over banking supervision in the euro area, and carried out a comprehensive 

assessment of those banks it would directly supervise. This briefing analyses the financial 

performance of the banks that are directly supervised by the ECB, on the basis of their financial 

statements as available in Bankscope© at 31 December 2013, 2014 and 2015.  

The banks are grouped according to their size: 

Global Systemically Important Banks (GSIBs) (8) as defined by the FSB (GSIBs list); 

Large Banks (15) with total assets of more than EUR 200 billion (and not GSIBs); 

Medium Banks (37) with total assets between EUR 50 billion and EUR 200 billion; 

Small Banks (50) with total assets of less than EUR 50 billion. 

The total assets of the sample analysed (EUR 21.6 billion) represent about 95% of the total assets of 

those banks which are directly supervised by the SSM. 

Figure 1: Total assets of the sample as % of SSM banks at 31 December 2015 

 
 Source: EGOV calculations based on Bankscope© data 

In addition, a cross-section subgroup was created to focus on banks that failed the 2014 ECB stress 

test (  "failed banks": the data was available for only 21 out of 25 banks).  

The analysis below focuses on 8 financial indicators and assesses the evolution of the median value 

of each indicator for each group of banks (meaning within each group, 50% of banks report a lower 

value and 50% a higher value). For a comprehensive description of the methodology and a definition 

of each financial indicator, see Annex 2.  

mailto:egov@ep.europa.eu
http://www.financialstabilityboard.org/2014/11/2014-update-of-list-of-global-systemically-important-banks/
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Main findings 

 The performances of banks directly supervised by the ECB have significantly improved since 

2013. Most indicators point to a healthier banking sector, albeit the operational profitability 

has slightly deteriorated for some banks and most banks have increased their exposure to 

sovereign risk.  

 

 Small banks seem better capitalized than large ones, and their assets generate higher returns. 

On the other hand, large banks (including GSIBs) perform better on asset quality and remain 

less exposed to sovereign risk.  

 

 Asset quality remains an acute challenge for many SSM banks, especially the weakest ones 

with a strong footprint in southern Europe. 

 

 The capital position of all groups of banks has steadily improved since 2013. This trend is 

particularly strong for those banks that had failed the 2014 stress test carried out by the ECB. 

 

 While operational profitability has slightly deteriorated for GSIBs and small banks, the return 

on average assets has improved for all groups of banks, with positive median values for all 

five groups in 2015. 

 

 As to the loan to deposit ratio, the decrease highlights a lesser reliance on external funding, 

while the increase in sovereign exposures is noticeable for small and medium banks. 

Those findings relate to the sample of banks described above, which only includes the banks under 

the direct supervision of the ECB (i.e. which are significant at European or national level). In addition, 

for sake of simplicity, only median values were reported within each group of banks. For an overview 

of distributions within each group, see annex 1.  

Dedicated EGOV briefings provide further insight into the issue of non-performing loans (PE 

574.400) and on the EBA 2016 stress tests (PE 587.358). 

 

 

  

http://www.europarl.europa.eu/RegData/etudes/BRIE/2016/574400/IPOL_BRI(2016)574400_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/BRIE/2016/574400/IPOL_BRI(2016)574400_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/BRIE/2016/587358/IPOL_BRI(2016)587358_EN.pdf
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The banks' capital position: leverage ratio vs. tier 1 ratio 

The capital position of all SSM banks has significantly improved since December 2013, and the 

progress was even more noticeable for those banks which had failed the stress test. At 31 

December 2015, small banks are significantly better capitalized than large ones. 

Figure 2: Capital position of SSM banks (December 2013 - December 2015) 

 
 Source: EGOV calculations based on Bankscope© data 

Figure 2 shows the evolution of capital adequacy from December 2013 to December 2015 using two 

indicators: the median Tier 1 capital ratio (regulatory capital / risk weighted assets) and the median 

leverage ratio (accounting equity / total assets). The Tier 1 capital ratio takes into account the 

regulatory treatment of different categories of assets (e.g. sovereign exposures are considered risk-

free, while some assets/holdings will be fully deducted from regulatory capital). To sum up the higher 

the capital ratio and the higher the leverage ratio, the better the bank is capitalized (green area). 

A sharp increase in regulatory capital adequacy is noticed for the group of failed banks, with a median 

Tier 1 capital ratio increasing from 10.6% to 13.6%, at a level similar to GSIBs. The groups of 

medium and small banks also benefited from significant improvements in their median Tier 1 capital 

ratios, from 12.3% and 13.1% to 14.6 and 17.7% respectively, with starting points which were 

moreover much higher. 

As to leverage, the position of all groups is better in December 2015 than in December 2013. 

However, the GSIBs, which reported the lowest median ratio of equity / total assets in 2013, are still 

lagging behind other groups at the end of 2015. Conversely, the group of failed bank reported the 

most spectacular improvement with an increase by 197 basis points from 6.2% to 8.2%. 
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Asset quality: coverage ratio vs. NPLs ratio 

Asset quality remains an acute challenge for many SSM banks, especially the weakest ones. 

Larger banks report lower NPL ratios as well as better coverage ratio than smaller ones. While 

SSM banks had increased their coverage ratio at the end of 2015, they continue, especially in Southern 

Europe, to suffer from the difficult economic environment, which has a detrimental impact on the 

quality of their loan portfolios.  

Figure 3: Asset quality of SSM banks (December 2013 - December 2015) 

 
 Source: EGOV calculations based on Bankscope© data 

Figure 3 shows the evolution of non-performing loans (NPLs) as a % of gross loans (NPL ratio) 

together with the coverage ratio (loan loss reserves / non-performing loans), indicating how many 

reserves have been booked by the bank to cover for losses on non-performing loans. The higher the 

NPL ratio and the lower the coverage ratio, the more credit losses the bank is likely to book in the 

future on the unreserved part of those non-performing exposures. Conversely, the lower the NPL ratio 

and the higher the coverage ratio, the better the quality of banks’ loan portfolios (green area). 

The NPL ratio relies heavily on the overall economic environment and therefore remains to a large 

extent country-specific. However it also reflects the intrinsic quality of the risk management of 

individual banks. The median NPL ratio has significantly increased for the failed banks, from 20% 

to 27%, while it decreased or stabilized for all other groups of banks. The extremely high median 

ratio of NPL in the group of failed banks reflects the worrying NPL situation in Southern Europe, as 

most of those banks are located in Spain, Italy, Greece or Portugal. 

Regarding the coverage ratio, the situation is not homogenous: GSIBs progressed well (from 59% to 

62%), as well as Medium banks (from 50% to 54%) and failed banks (from46% to 49%), but overall 

remains a clear divide between GSIBs, with coverage ratio over 60%, and other banks with median 

ratio below 55% at the end of December 2015.  
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Profitability: cost / income ratio vs. return on average assets  

The return on average assets has improved for all groups of banks since 2013. Smaller banks 

in the sample report both a higher operational and higher overall profitability. It is noticeable 

that the group of banks which had failed the stress test now reports a positive median return on average 

assets, albeit it remains below those of other SSM banks. 

Figure 4: Profitability of SSM banks (December 2013 - December 2015) 

 
 Source: EGOV calculations based on Bankscope© data 

 

Figure 4 reports the evolution of the median cost / income ratio and of the median return on average 

assets for all groups of banks. The cost / income ratio is an indicator of the operational profitability 

of the bank, expressing how much income is spent on operational costs: the higher the cost / income 

ratio, the lower the operational profitability. The return on average assets typically encompasses other 

parameters as the cost of risk or tax expenses, with negative values highlighting loss-making 

institutions. The green area at the bottom right of figure 4 points to the most profitable institutions 

(higher return on total assets, lower cost/ income ratio). 

The median cost / income ratios of large, medium and failed banks have decreased since December 

2013, which highlights the restructuring efforts made by those banks during that period, especially in 

2014. The evolution in 2015 is mixed, with noticeable increases for GSIBs, medium and small banks, 

which may reflecting the partly reflect the pressure on net interest income in an environment of low 

interest rates. Small and medium banks report the best performances in that regard, with cost / income 

ratios at about 58%%, while the median ratio for GSIBs remains above 68% at the end of 2015. 

An interesting feature in Graph 4 is the evolution of the return on average assets for the failed group, 

since it turned positive in 2015, albeit at a low level. The median return on average assets has also 

improved for all groups of banks, to reach about 0.3% and even 0.5% for small banks. 

  

GSIBs 2013

Large 2013

Medium 2013

Small 2013

Failed 2013 GSIBs 2014

Large 2014

Medium 2014

Small 2014

Failed 2014

GSIBs 2015

Large 2015

Medium 2015
Small 2015

Failed 2015

 50,00

 52,00

 54,00

 56,00

 58,00

 60,00

 62,00

 64,00

 66,00

 68,00

 70,00

 (0,40)  (0,20)  -  0,20  0,40  0,60

Cost / Income 
(%)

Return on Average Assets (%)



P.E. 542.681 6  

Liquidity and exposure to sovereigns: sovereign exposure / total assets vs. loans / deposits 

The reliance of SSM banks on external funding has decreased from December 2013 to 

December 2015, but sovereign exposures remain particularly high for medium and small banks, 

as well as for banks who failed the stress test carried out by the ECB.  

Figure 5: Liquidity and sovereign exposures (December 2013 - December 2015) 

 
 Source: EGOV calculations based on Bankscope© data 

Figure 5 shows the evolution of the median loans / deposits ratio and of the median sovereign 

exposures of the five groups of banks from 2013 to 2015. A high loans / deposits ratio usually reflects 

a strong reliance of the bank on external funding1, which can become problematic in case of liquidity 

shortage on the markets. The sovereign exposure is an indicator of the bank-sovereign nexus, albeit 

the data reported in Figure 5 is not limited to the domestic sovereign exposure. The green area includes 

banks with a lower loan-to-deposit ratio and a lower exposure to sovereign risk. 

For medium banks, which reported high loans / deposits ratio at the end of 2013, the ratio significantly 

decreased in 2014 and 2015, from 136% to 130%. GSIBs and large banks report median loan-to-

deposit ratios of about 110%, while small banks, with business models more focussed on deposit-

taking activities, outperform other groups with a median ratio of 92%.  

As to the median sovereign exposure, all groups but large banks have increased their holding of 

sovereign exposures. In addition, all groups report median sovereign exposures, as percentage of total 

assets, greater than their equity at the end of 2015. The overall sovereign exposure was especially 

high for medium, small and failed banks at the end of 2015, with median values ranging between 

12.6% and 14.8%. 
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Annex 1: Distribution at 31 December 2015        (Source: EGOV based on Bankscope© data) 

Figure 6: CET1 ratio Figure 7: Equity / Total assets 

  

Figure 8: NPL ratio Figure 9: Coverage ratio 

  

Figure 10: Cost / Income Figure 11: Return on Average assets 

   

Figure 12: Net loans / Deposits Figure 13: Sovereign exposures / Total assets 

   



P.E. 542.681 8  

Annex 2: Methodology and detailed results 

Sample 110 banks supervised by the SSM whose financial statements were 

available  as of 31/12/2013, 31/12/2014 and 31/12/2015, representing 

about 95% of the total assets of the banks supervised by the SSM.  

GSIBs 8 banks according to the FSB definition 

Large banks 15 non-GSIB banks with total assets bigger than EUR 200 billion as of 

31/12/2015 

Medium banks 37 banks with total assets in the range of EUR 50-200 billion as of 

31/12/2015 

Small banks 50 banks with total assets less than EUR 50 billion as of 31/12/2015 

Failed banks 21 banks which failed the ECB stress test 

Equity / Total Assets Equity / Total assets2 

Tier 1 ratio Tier 1 capital / Risk weighted assets2 

Coverage ratio Loan loss reserves / Impaired loans2 

NPL ratio Impaired loans / Gross loans2 

Cost / Income ratio Overheads / (Net interest revenue + Other operating income)2 

Return on average assets Net income / Average total assets2 

Loans / Deposits Net loans / Customer deposits2 

Gov. exposure / Total assets (Debt securities government + Deferred tax assets) / Total assets2 

Values Median values for each group of banks at each accounting date, missing 

values ignored. 

Table1: financial performance of SSM banks (2013-2015) 
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Financial data or statement as reported by the bank database Bankscope©. 

Group Name Period

Tier 1 

Ratio

Equity 

/ Total 

Assets

NPL 

Ratio

Cove-

rage 

Ratio

Return 

On Ave-

rage 

Assets 

Cost / 

Income 

 Net Loans 

/ 

Customer 

Deposits

Govern-

ment 

Exposure 

/ Total 

Assets

GSIBs 2013    12,47      4,93      5,08    59,39      0,28    67,10       112,07          6,82 

2014    12,56      4,90      4,64    61,27      0,29    66,66       112,01          8,23 

2015    13,37      5,30      4,22    62,32      0,34    68,30       109,42          8,19 

Large SSM banks 2013    13,50      4,90      4,00    55,01      0,26    59,56       119,68         10,95 

2014    14,20      5,13      3,81    54,61      0,23    60,08       121,25         11,12 

2015    14,65      5,83      3,43    54,21      0,35    59,12       112,60          9,97 

Medium SSM banks 2013    12,25      5,92      7,21    50,14      0,16    61,43       135,86          9,97 

2014    12,40      6,53      7,76    52,90      0,09    56,48       131,13         11,74 

2015    14,60      6,96      7,87    52,90      0,27    58,18       129,52         12,56 

Small SSM banks 2013    13,10      7,69      8,83    51,92      0,37    54,71       101,51         12,37 

2014    16,20      7,94      7,49    50,02      0,46    54,94         96,18         11,83 

2015    17,68      8,49      6,56    51,73      0,53    57,47         91,68         14,55 

Failed banks 2013    10,60      6,25    20,31    45,89 -   0,37    65,36       116,06         12,82 

2014    12,33      8,07    24,41    49,98 -   0,15    62,14       110,24         13,08 

2015    13,63      8,22    26,97    49,35      0,07    62,51       127,08         14,79 

Source: EGOV calculations based on Bankscope 


