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Results of the 2018 stress test of the four 
significant Greek banks  
This briefing summarises the results of the 2018 stress test of the four significant Greek banks directly supervised 
by the European Central Bank (ECB), and puts them into perspective, comparing them with previous results.  

Background 

The European Banking Authority (EBA) assesses the resilience of banks to economic shocks and to this end 
has a mandate to initiate and coordinate EU-wide stress tests, in cooperation with the European Systemic 
Risk Board (ESRB) and address recommendations, where appropriate, to the national competent authorities 
to correct issues identified in the stress test. On 31 January 2018, the EBA formally launched the 6th 
round of EU-wide stress tests, carried out at the highest level of consolidation on a sample of large banks 
that have a minimum of EUR 30 billion in assets and in total cover about 70% of the banking sector in the 
EU. The stress tests are conducted on a sample of 48 EU banks, 33 of those are under direct supervision of 
the ECB. 

In 2018, the stress test design for the first time incorporates IFRS 9 accounting standards. However, it does 
not set out an explicit pass-fail threshold, the results therefore mainly serve as an input to the Supervisory 
Review and Evaluation Process.  

Results for the 2018 stress test exercise shall be published on 2 November 2018. However, there is a 
different timeline for the participating significant Greek banks: For those banks, the ECB frontloaded 
the whole exercise and already published the results on 5 May, to have them ready before the end of 
the third European Stability Mechanism Programme for Greece on 20 August 2018 (leaving some room for 
any follow-up action deemed necessary before the programme expires). Apart from the timeline, the 
methodological approach was exactly the same as for the other banks in the sample. 

Summary of the results 
The ECB published the 2018 stress test results for the four significant Greek banks on 5 May 2018. The capital 
depletion in the 2018 stress test, measured in percentage points (pp), was in all cases higher (see table 1) 
than in the previous exercise (please note that the Greek banks were not part of 2016 EU-wide stress test, 
but were one year earlier subject to the specifically targeted 2015 Greek Comprehensive Assessment, that 
also included a stress test, henceforth referred to as 2015 stress test exercise).

http://www.eba.europa.eu/-/eba-launches-2018-eu-wide-stress-test-exercise
https://www.bankingsupervision.europa.eu/press/pr/date/2018/html/ssm.pr180505.en.html
https://www.bankingsupervision.europa.eu/press/pr/date/2018/html/ssm.pr180505.en.html
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/aggregatereportonthecomprehensiveassessmentexsum201510.en.pdf
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Over the three-year period under consideration, using a static balance sheet approach1, the banks’ CET1 
capital was under the adverse scenario depleted by 8.56 pp in case of Alpha Bank, 8.68 pp in case of 
Eurobank, 9.56 pp in case of National Bank of Greece (NBG) and 8.95 pp in case of Piraeus Bank. 

Overall, even though the 2018 stress test scenario resulted in a higher capital depletion than in 2015, the 
residual levels of CET1 capital are still stronger, benefitting from the significantly higher levels of CET1 
available at the starting point and the recapitalisations carried out since 2015. 

In the 2018 exercise, there was no predetermined pass-or-fail level specified, and the ECB explained that 
“any recapitalisation decision will be taken on a case-by-case basis, after assessing each bank’s situation in the 
light of the results of the stress test and any other relevant supervisory information, following a holistic approach”. 

However, if the outcome of the 2018 exercise was to be judged under the rules of the 2015 exercise ‒ which 
at that time set the threshold that banks are required to maintain a minimum CET1 ratio of 8% under the 
adverse scenario, well above the regulatory minimum of 4.5% ‒ three of the four banks (Eurobank, NBG, and 
Piraeus Bank) would have failed the test.  

Table 1: Results of the 2018 stress test, in comparison to that of 2015, by bank 

 

* The “Estimated CET1 ratio under adverse scenario” for the 2015 exercise reported here shows the isolated effect of the stress test, not that of the 
asset quality review that was carried out in parallel. The combined effect resulted in much lower CET1 ratios (Alpha Bank: 2.1%; Eurobank: 1.3%; NBG: 
-0.2%; Piraeus Bank: -2.3%). 

**  For Eurobank, the difference between the starting-level CET1 and estimated 2020 CET1 excludes a negative impact of 250 basis points related to 
the phase-out of grandfathered preference shares subscribed by the Greek State. These preference shares were converted into Tier 2 instruments in 
January 2018 and, due to the static balance sheet assumption, have not been included in the stress test results. 

Sources: ECB press release of 5 May 2018,  ECB aggregate report on the Greek Comprehensive Assessment 2015  

  

                                                             
1 The static balance sheet is a standard assumption adopted in the EU-wide stress test exercises. The static balance 
sheet assumes that assets and liabilities that mature within the time horizon of the exercise are replaced with similar 
financial instruments in terms of type, currency, credit quality at date of maturity, and original maturity as at the start 
of the exercise, that non-performing exposures are not worked out or improved in any other way, and that no capital 
measures after the cut-off date (31 December 2017) are taken into account. In case of Eurobank, for example, the CET1 
ratio would be ca. 40 bps higher if the positive impact from the sale of Bancpost Romania (closed in April 2018) was 
taken into account. 

https://www.bankingsupervision.europa.eu/press/pr/date/2018/html/pr180505/180505_FAQ.en.pdf?a9b8bb95457502490aaa9cf839814831
https://www.bankingsupervision.europa.eu/press/pr/date/2018/html/ssm.pr180505.en.html
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/aggregatereportonthecomprehensiveassessmentexsum201510.en.pdf
https://www.eurobank.gr/en/group/grafeio-tupou/stress-test-2018


 Results of the 2018 stress test of the four significant Greek banks 

PE 614.515 3 

The 2018 stress scenario  

The multiple rounds of EU-wide stress tests have led to different outcomes. Some differences are 
attributable to changes in the banks (e.g. higher capitalisation levels), some to changes in the methodology 
(e.g. use of IFRS 9), and some to changes in the assumed stress (or “adverse”) scenario. 

The parameters for the adverse scenario of EU-wide stress tests ‒ which include standard variables such as 
the development of the Gross Domestic Product, inflation, unemployment, asset prices and interest rates ‒ 
are set by the European Systemic Risk Board (ESRB) since 2011. The ESRB has pointed out that the 2018 stress 
test, if compared to the previous exercises, sets the most severe scenario in terms of GDP deviation from the 
baseline level (see chart 1). 

Chart 1: EU real GDP deviation from the baseline in different EBA exercises 

 

Source: ESRB Adverse macro-financial scenario for the 2018 EU-wide banking sector stress test of 16 January 2018, p. 8 

The ESRB assertion that the 2018 stress test sets the most severe scenario - measured as deviation from the 
baseline scenario - holds actually true if one not only looks at the GDP development, but also at the assumed 
development of the national unemployment rate, national house prices, and national commercial property 
prices (the parameters at national level are particularly relevant, given the importance of the home market 
for the activities of the Greek significant banks2); our comparison includes the parameters of the 2015 stress 
test exercise (for details, see tables 2 to 5 in the annex). 

However, as pointed out in a previous external EGOV briefing, in order to judge the severity of the resulting 
scenario in terms of risk parameters, it is not sufficient to only know the macro-economic scenario, but one 
has to know the details of the “translation process” as well: 

“The balance sheet impact of the macroeconomic scenario is calculated in two steps. First, the change of the 
macroeconomic factors is translated into changes of the risk parameters; second the changes of the risk 

                                                             
2 For more information on the relevance of the home market, see for example the “Overview of the Greek Financial 
System”, published by the Bank of Greece in January 2017. 

http://www.eba.europa.eu/documents/10180/2106649/Adverse+macroeconomic+scenario+for+the+EBA+2018+Stress+Test.pdf
https://www.bankofgreece.gr/BogEkdoseis/Overview_of_the_Greek_Financial_System_Jan_2017_en.pdf
https://www.bankofgreece.gr/BogEkdoseis/Overview_of_the_Greek_Financial_System_Jan_2017_en.pdf
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parameters determine profits or losses and regulatory capital. Due to the heavy reliance on internal models or 
unpublished ECB benchmarks, the first step is not fully transparent to the public.” (EGOV briefing paper by 
Thomas Breuer “Robustness, Validity and Significance of the ECB’s Asset Quality Review and Stress Test Exercise”, 
2014, p. 10). 

Conclusion 

The 2018 EU-wide stress test set an adverse scenario that in comparison to previous stress test exercises was 
comparatively challenging for the participating significant Greek banks. 

Due to higher capital levels at the starting point, the residual capital after the projected capital depletion 
was nevertheless higher than in previous exercises.  

In order to calculate the exact impact of the chosen parameters on the banks’ balance sheets and capital 
levels, one would also have to know the details of the used internal models.  

In more general terms, the caveat phrased by Thomas Breuer (2014, p. 16) is still valid as well: “The restriction 
to one adverse scenario might foster an illusion of safety. Banks faring well in this one scenario are not necessarily 
safe in other scenarios”.  

http://www.europarl.europa.eu/RegData/etudes/IDAN/2014/528762/IPOL_IDA(2014)528762_EN.pdf
http://www.europarl.europa.eu/RegData/etudes/IDAN/2014/528762/IPOL_IDA(2014)528762_EN.pdf
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Annex 

 

Table 2: Assumed development of the Gross Domestic Product in different stress tests 

 

 

Table 3: Assumed development of the unemployment rate in different stress tests 
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Table 4: Assumed development of the residential real estate prices in different stress tests 

 

 

Table 5: Assumed development of commercial property prices in different stress tests 
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