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EXECUTIVE SUMMARY

Since the previous Intrum Justitia and Oliver Wyman report in 2008, Retail and SME credit 

markets across Europe have been hard hit by the banking and government debt crises. 

New lending and growth stagnated across developed European countries, though signs 

of recovery are now emerging. Non-performing loans are a significant ongoing issue, 

particularly in Southern European markets.

We observe four key trends that will change European retail and SME credit markets:

1. New regulations – covering accounting rules (particularly IFRS 9), Single Supervisory 
Mechanism, capital and liquidity minima, consumer protection and corporate 
structures – are increasing funding and operational costs and will potentially 
reduce revenues

2. Digital channels are providing opportunities for lower costs, improved targeting and 
more interactive data capture when underwriting

3. Increased use of 3rd party servicers is enabling banks to extract greater value from their 
portfolios, particularly in distressed markets

4. New entrants, in the form of retailers, digital innovators and P2P lenders, are challenging 
existing players and increasing competition. In parallel, many banks have focused on 
extracting value from their existing customer base, rather than enlarging it

The characteristics of successful lenders will depend on the markets in which they operate:

 • In distressed markets, winners will be lenders with tools and processes that successfully 
extract value from their non-performing loan portfolios

 • In developed and emerging countries, success will be based on balancing the core 
competencies of Marketing, Risk Management and Technology to ensure that lessons 
from the financial crises are incorporated into new practices

 • Across all markets, lenders will need to adapt rapidly to new regulations, changing 
product structures, risk data management and customer communications in ways that 
preserve profitability

 5



1. INTRODUCTION

1.1. PURPOSE

Oliver Wyman and Intrum Justitia collaborated to write this report. Oliver Wyman is a global 

leader in Financial Services consulting, with vast experience across the entire credit value 

chain. Intrum Justitia is a European leader in Credit Management Services, including portfolio 

purchasing, with a substantial business in retail financial services collections.

In 2008 Oliver Wyman and Intrum Justitia published European Retail Credit – Payback time?, 

which assessed the outlook for various European retail credit markets. Seven years on, we 

felt the time had come for an updated report, especially given the major changes the market 

has undergone since the financial crisis.

This year’s report examines the current state of retail as well as SME credit markets in different 

European countries and forecasts their evolution over the coming years. We also outline 

the strategies that banks should adopt in response to these likely changes and look at the 

capabilities that they will need to develop.

1.2. APPROACH AND METHODOLOGY

Oliver Wyman and Intrum Justitia have conducted research and built models for each 

European country within scope. Data was drawn from a wide range of publicly available 

sources, including the European Central Bank, National Central Banks, OECD, official 

national data agencies, published reports and press articles.

The analysis focuses on loan volumes and loan loss rates by country and asset class 

(mortgages, personal loans and SME loans). The projections for loss rates reflect the results 

of the EU-wide stress test that were published by the European Banking Authority (EBA) in 

October 2014.

The objective of the EU-wide stress test was to assess the resilience of financial institutions 

in the European Union to adverse market developments. The exercise aimed at ensuring 

consistency and comparability of the outcomes across all banks based on a common 

methodology, scenarios and accompanied by a consistent disclosure exercise. 
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The test was conducted on a sample of 124 EU banks which cover at least 50% of each 

national banking sector. In this report we have not adjusted overall market results to account 

for skews in the credit performance of institutions not covered by the EBA exercise, (Spain, 

Germany and Italy have a significant ‘tail’ of institutions, not covered by the EBA) although 

we recognise that some skews may exist. 

Exhibit 1: Key macroeconomic variables in the baseline and adverse scenarios of the EBA 
EU-wide stress test

IMPACT ON SHOCKS  
EUROPEAN UNION (see tables1 for impact by country)

2014 2015 2016
REFERENCE 
TABLE1Baseline Adverse Baseline Adverse Baseline Adverse

Impact 
of 
shocks

GDP 1.5% -0.7% 2.0% -1.5% 1.8% 0.1% Table 8

Inflation 1.2% 1.1% 1.5% 0.6% 1.7% 0.0% Table 9

Unemployment 10.7% 11.3% 10.4% 12.3% 10.1% 13.0% Table 10

Residential property prices 0.9% -7.9% 2.7% -6.2% 3.8% -2.1% Table 11

Commercial property prices 1.5% -3.6% 2.8% -3.7% 3.4% -1.2% Table 12

1 Tables found in appendix

The paths of the above macroeconomic variables are derived from a number of shocks

 • Long-term government bond yields shocks (table 1)

 • Equity price shocks (table 2)

 • Foreign currency shocks (table 3)

 • Euro swap rates shocks (table 4)

 • House price shocks (table 5)

 • Funding shock impact on GDP growth (table 6)
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1.3. SCOPE

The 2008 report covered European retail mortgages and consumer finance products. This 

year the scope has been extended to also cover SME lending. SME lending was not included 

in the 2008 report because the data available at the time was insufficient for meaningful 

analysis of SME lending. However, the granularity of the European bank review results 

now allow for inclusion of SME lending. Mortgages include all retail lending secured on 

residential property. Consumer finance products include all non-mortgage retail lending, 

including personal loans, revolving credit, and loans linked to specific purchases (such as 

auto loans and point-of sale finance). SME loans are defined in line with the classification 

for SME exposures in the 2014 EU-wide stress test.1 Going forward we will clearly state what 

asset class we are referring to (i.e. mortgages, personal loans or SME loans) and use the term 

‘retail credit’ as a synonym to the total sum of all three.

This study covers 28 countries, which include those from the ECB’s Asset Quality Review 

(AQR) and the EBA’s EU-wide stress test, as well as the Czech Republic, Russia, Switzerland 

and Turkey. Seven countries have been added to those covered in the 2008 report: Cyprus, 

Estonia, Latvia, Luxembourg, Malta, Slovenia and Slovakia.

Exhibit 2: Countries covered

1 Asset class breakdown in line with COREP and the 2013 EU-wide transparency exercise.
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1.4. REFLECTIONS ON PREVIOUS REPORT

In the 2008 report countries were classified according to their credit market outlook: (1) 

rapidly deteriorating, (2) potential future volatility and (3) stable. Countries identified as 

‘rapidly deteriorating’ were assessed likely to face the most painful market corrections with 

elevated default and loss rates. For countries classified with ‘potential future volatility’ we 

expressed concern about possible future default and loss rates. We predicted that countries 

identified as ‘stable’ would experience little or no increase in default and loss rates.

With a few notable exceptions, this analysis from 2008 was largely consistent with the outcomes 

from the financial crises, identifying many of the credit markets that were most impacted.

Exhibit 3: Country classification in 2008 report
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THINGS WE GOT RIGHT THINGS WE GOT WRONG

 • Spain and Ireland were correctly identified as rapidly 
deteriorating credit markets

 • Greece and Portugal should have been categorised 
as ‘high risk’ macro-economies

 • Most ‘stable’ countries were among the least impacted by 
the financial crisis: e.g. Poland, Germany and Sweden

 • Denmark did have a financial crisis but, given budgetary 
room, it never turned into a government debt crisis

 • Retail credit growth was weak among developed countries  • UK was badly hit by the financial crisis, as we said.  
But loss rates started to drop materially after 2009. 
Thus, while total losses in unsecured personal 
lending were high, the situation was on its way to 
resolution by the time the 2008 report was published

 • Mortgage lending volumes have overtaken other 
personal loan volumes in emerging countries (which 
happened in 2010) 2

 • Russia and Poland were highlighted as two  countries 
that would have the strongest  credit growth in Europe

With hindsight, the macro risk score (i.e. the risk of the macroeconomic environment 

shifting for the worse) should have given more weight to the government debt-to-GDP 

ratio. As seen in Exhibit 4 below, three of the countries categorised as ‘medium’ risks for 

macroeconomic deterioration stand out as heavily burdened with public debt compared 

to the European median: Greece, Belgium and Portugal. These countries have since 

been among the most impacted by the financial crisis. Meanwhile, Denmark and the UK, 

categorised as ‘high’ risk in our 2008 report but with lower levels of public debt, ended up 

performing better through the crisis.

Exhibit 4: Breakdown of Government Debt to GDP by macroeconomic risk classification 
(from 2008 report)
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Source: Oxford Economics, Oliver Wyman analysis2

2 However, strong consumer lending growth in emerging countries between 2010 and 2013 has resulted in consumer finance reasserting 
itself as the largest segment by volume (Exhibit 6).

 10



2. CURRENT STATE OF THE EUROPEAN RETAIL 
 CREDIT MARKET

2.1. MARKET SIZE

Retail credit balances continue to grow across the 28 countries represented in the study. 

Total outstanding retail credit has grown by 9% since 2007, driven primarily by mortgages, 

which have an annual growth rate of 3-4%. Other personal loan volumes have been stable 

during the past six years, growing with an average CAGR of 1%. SME loan volumes contracted 

during the first years of the financial crisis (2007-2010) but have since been more or less flat. 

Looking forward, we expect volume growth to return to levels in line with economic growth 

in developed countries (which represent 92% of total volumes), around 2-3%.

We have categorised the countries in this report into two groups. Those with 2013 GDP 

per capita above €15,000 are categorised as ‘Developed’, while the rest are categorised as 

‘Emerging’. We expect outstanding retail credit in both developed and emerging countries 

to continue growing over the next three years, with emerging countries growing faster.

Exhibit 5: Total outstanding European retail credit 2007-2016E
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Exhibit 6: European countries have been classified into two groups, based on their 2013 
GDP per capita
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Exhibit 7: Total outstanding European retail credit 2007-2016E
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DEVELOPED COUNTRIES

In developed countries, mortgage credit continues to increase its share of total credit 

balances. While mortgage credit has continued to grow, albeit at a slower rate than 

pre-crisis, personal and SME credit have contracted.

Impressive mortgage growth in developed economies prior to 2007 was fuelled by rapidly 

increasing house prices. As it might be expected, mortgage credit growth slowed significantly, 

from 9% annually between 2002 and 2007 to 3% in the six years to 2013, in line with slowing 

appreciation (or even contraction) in house prices. Generally, the countries that experienced 

the highest mortgage credit growth or house-price inflation prior to 2007 are the same 

countries that have seen the largest contractions since 2007. House prices in Spain and 

Ireland have declined rapidly as their pre-crisis real estate booms proved unsustainable and 

mortgage credit growth has slowed dramatically.

In developed countries we expect overall retail credit growth to pick up from the low 

levels seen since the financial crisis. Much of the demand for retail credit is driven by 

underlying customer needs for homes, cars and consumer durables. Nervous consumers 

have postponed many such purchases during the financial crisis and following recessions. 

Regulatory caps on mortgage loan-to-value ratios (as seen in some markets) will also 

promote demand for unsecured lending. As the economic environment stabilises and, in 

some cases, improves, we expect growth to return to levels in line with economic growth, 

around 2-3%.

EMERGING COUNTRIES

Retail credit growth rates remain higher in emerging economies than in developed 

economies. All three retail credit products experienced double-digit CAGR between 2010 

and 2013. Outstanding mortgage credit had the strongest growth in the years following 

the crisis (2007-2010) but has slowed over the last three years to 10% per annum. However, 

recent growth remains slower than the extraordinary growth seen in the run-up to the 

crisis. For example, before the crisis Russia and Turkey’s mortgage growth rate exceeded 

50% per annum.

In general, we expect credit growth to be stronger in emerging countries than in developed 

countries. When economies are growing rapidly, borrowers can bring consumption 

forward, improving their quality of life today on the basis of higher expected future 

earnings. Rapidly appreciating house prices incentivise buying at today’s prices by 

borrowing rather than saving and paying at much higher future prices.

However, emerging countries are also prone to more economic volatility than developed 

countries and this can interfere with credit growth. As we write, Russia is entering a 

potentially acute downturn. Between 1st of January and 31st of December 2014, the Ruble has 

lost 44% of its value against the US dollar. This downturn will slow credit growth in Russia, 

and may have knock-on effects in countries with high levels of trade with Russia.
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This results in a bifurcated forecast for the emerging countries, giving and average credit 

growth of about 5% over the next three years.

Outstanding retail credit in the UK, France, Germany and Spain together represent about 

half of the European total. However, the above market’s share of total European outstanding 

credit is decreasing, with only France increasing total retail credit volumes over the past six 

years. By 2016 we expect the share of the Big Four to have decreased to 50% from 57% in 

2007. Of the larger European credit markets, countries that are not part of the European 

monetary union have generally seen higher mortgage credit growth rates than Eurozone 

countries, often driven by government policy.

Exhibit 8: Total outstanding European retail credit 2007-2016E
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2.2. MARKET PENETRATION

Several developed European countries appear highly indebted. Total retail credit balances 

stand at over 100% of GDP in Switzerland, Denmark and Cyprus. By contrast, in most 

emerging European countries, outstanding retail credit balances are still below 35% of GDP, 

less than half of the average for our sample countries. We believe these low rates of aggregate 

borrowing explain the resilience of credit growth in emerging European countries.

Countries of most concern are those where retail debt levels are high and the economy has 

slowed significantly, resulting in high levels of external government debt. Of particular note 

are Greece, Ireland and Portugal. All three have recently received high profile interventions 

from the ‘Troika’ authorities (the ECB, IMF and EU). Although these three countries face 

different likely paths, all are experiencing material consumer deleveraging.

Exhibit 9: Retail credit growth vs. Retail credit as % of GDP
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Exhibit 10: Government debt as % of GDP vs. Retail credit as % of GDP
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2.3. NON-PERFORMING LOANS

ESTIMATION OF NON-PERFORMING LOANS

The publicly available results of the 2014 EBA EU-wide stress test provide the primary source 

of our NPL ratio calculations. For Estonia and Slovakia, the calculation has also included data 

from ECB’s AQR results for domestic lending. NPL ratios for Switzerland and Turkey have 

been calculated using a regression analysis. For Russia, we rely on central bank data.

The EBA results include an adjustment for the ECB’s asset quality review for banks domiciled 

in a Eurozone country. For banks with a domicile outside the Eurozone (Czech Republic, 

Denmark, Hungary, Norway, Poland, Russia, Sweden, Switzerland, Turkey and the UK) the 

EBA results have been left ‘AQR-unadjusted’. The AQR adjustments may therefore limit the 

comparability of these two groups of countries. In addition, the EBA EU wide-stress test does 

not include SAREB, the bad bank of the Spanish government.

NPL ratios vary widely across European markets, asset classes as well as between stock and 

flow. The Southern European countries worst hit by the financial crisis show the highest NPL 

ratios, while Nordic countries and Switzerland are at the other end of the spectrum. SME 

loans generally have higher NPL ratios than other loan types.

Absolute NPL balances are located primarily in developed countries, with more than 90% of 

total outstanding European NPLs. SME loans contribute about half of the total NPL balances, 

both in developed and emerging countries. Italy and Spain have the largest NPL volumes 

in Europe, although the markets differ due to Italian NPL’s being SME focused, Spanish 

ones mortgage focused. Together they represent almost half of the European total. Despite 

their small populations, Greece and Ireland are also in the ‘top 10 list’ for countries with the 

highest absolute NPL outstandings.

The EBA EU-wide stress test results can be used to forecast flows of NPLs in two pre-defined 

scenarios (baseline and adverse scenario). The NPL flows give an indication of how the 

NPL stock will develop from 2014 to 2016. Italy is expected to have the largest new NPL 

flows driven by the SME category (and MPS and Carige who failed the EBA EU-wide stress 

test), followed by France, UK, Germany and Spain (excluding SAREB), each with similar 

absolute flows. The results from the adverse scenario show the same pattern. Comparing 

the scenarios, we see that new NPL flows in ‘other developed countries’ will increase by an 

additional 75% in the adverse scenario (compared to only 35% for the rest of Europe).
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Exhibit 11: NPL ratio by country, by loan type 2013
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Exhibit 12: NPL volume by country, NPL ratio in brackets 2013
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Exhibit 13: Baseline scenario: NPL volume flows by country 2014-2016
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Exhibit 14: Adverse scenario: NPL volume flows by country 2014-2016
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2.4. COUNTRY CATEGORIZATION

To analyse the future credit outlook for each of the 28 countries, we categorised them 

according to their calculated macro score and future NPL status. The macro score is given on 

a scale from one (worst) to five (best) which is determined by a range of forward looking and 

past performance variables (Exhibit 15).

Exhibit 15: Macro score factors

FORWARD LOOKING PAST PERFORMANCE

 • GDP trajectory

 • Unemployment trajectory

 • House price trajectory

 • Credit growth trajectory

 • Government debt trajectory

 • GDP growth

 • Unemployment change

 • House price change

 • Change in outstanding credit

 • Government debt ratio

Future NPL status is represented by the change in NPL flow ratios projected by the EBA baseline 

scenario (including both static and dynamic balance sheets). This ratio is defined as the change 

in basis points from 2014 to 2016 of the yearly NPL flow over the total credit volume. The results 

can be observed in Exhibit 16, where the size of the bubbles represents the NPL ratio in 2013.

Exhibit 16: Country categorization based on NPL momentum and Macro score 

High Low

MACRO SCORE

Low

High

NPL MOMENTUM 1

Austria

Belgium

Cyprus

Denmark

Estonia

Finland

France

Germany

Greece

Hungary

Ireland 2

Italy

Latvia

Luxembourg

Malta

Netherlands

Norway

Poland

Portugal

Russia

Slovenia

Slovakia

Spain 3

Sweden

Turkey

United Kingdom

Czech
Republic 

Switzerland

Bubble
size
indicates
NPL ratio
(2013)  

1. See definition below

2. Large stocks of NPLs remain but stable based on flow 
3. Excluding SAREB
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NPL score is calculated based on two factors: (1) Current NPL ratio and (2) Forecast  

trend of new NPL flows 2014-16. A high score indicates either a high NPL ratio in 2013  

or an increase in forecast NPL flows in 2016 compared to 2014 (or both).

NPL momentum is defined as follows:

NPL Momentum   =   NPL ratio (2013)   *   (1 +
 ((

Current NPL ratio Forecast trend of new NPL flows 2014-16

 (  ( (NPL flow (2016)

Credit volume (2016)

NPL flow (2014)

Credit volume (2014)
– *100

1 2

We divided countries into nine segments based on their NPL momentum and their 

macroeconomic risk score (Exhibit 17).

These nine segments are then allocated to three broader categories as follows:

 • Watch-list: Poor to medium macro scores combined with increasing projected NPL flows 
OR flat projected NPL flows combined with low macro scores

 • Potentially volatile: Flat projected NPL flow ratio and a medium rated macro score OR 
counteracting extremes in the two variables i.e., a good macro score offset by an increasing 
projected NPL flow ratio or a decreasing projected NPL flow offset by a poor macro score

 • Stable: Medium to good macro score combined with a decreasing NPL flow ratio OR a 
good macro score combined with a flat projected NPL flow ratio

Exhibit 17: Country categorization  

High likelihood
of distress

Flat/Slightly
increasing

Improving

High Medium Low

Latvia
Hungary
Slovenia

Cyprus
Greece
Russia

Czech Republic
Estonia
Poland

Slovakia
Turkey

Austria
Belgium
France

Germany
Malta

Netherlands

Italy
Portugal

Spain

Luxembourg
Norway

UK

Denmark
Finland
Ireland

Sweden
Switzerland

Stable

Potentially volatile 

Watch list

NPL MOMENTUM

MACROECONOMIC SCORE
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2.5. CASE STUDY: HOW SPANISH BANKS REALISED 
 VALUE FROM THEIR NPL PORTFOLIOS

Collapsing Spanish property prices during 

the first years of the financial crisis caused 

a steep increase of non-performing loans 

(NPLs) in the Spanish financial system. 

About three quarters of the NPLs in Spain 

were related to real estate. Spanish banks 

soon found themselves to be the owners of 

dwellings, housing developments and plots. 

Uncertainty about the value of these assets 

was one reason the Spanish central bank 

decided on an asset quality review (AQR) of 

the entire banking sector in 2012.

Besides increasing the capital requirements 

for Spanish banks, the AQR in 2012 led 

to the launch of an asset management 

company (SAREB) that would receive 

repossessed real estate collateral and loans 

to real estate developers from entities in 

need of public aid.

At the same time, many Spanish banks 

established internal divisions devoted 

to selling, managing and developing 

repossessed real estate collateral. These 

internal capabilities were important 

because, without them, banks would have 

been forced to become distressed sellers. 

With them, however, they were able to make 

tactical choices about whether they were 

better off selling quickly or holding assets 

in the hope realising greater recoveries 

later. In some cases, retail branches were 

enlisted, acting as real estate distribution 

channels and using the opportunity 

simultaneously to sell new mortgages to the 

property purchaser. Through the successful 

resolution of real estate exposures, we 

estimate that Spanish banks have preserved 

over €4 BN of capital since the crisis.

Exhibit 18: Spanish NPL statistics

NPL OUTSTANDING BALANCE (€BN) SPANISH SYSTEM CREDIT EXPOSURE

NPL RATIO AND NPL OUTSTANDING BALANCE 

663 305 909 238250 15%

200 12%

150 9%

100 6%

50 3%

2000 2002 2004 2006 2008 2010 2012

SPANISH FINANCIAL SYSTEM  

Retail
Mortgages

Property
Developers

Corporate 
and SMEs  

Other

BY SECTOR, 2011

Problematic  
Non RE 

Problematic 
RE 

Normal

NPL ratio

NPL 
outstanding 
balance

NPL RATIO

35

157

111

63
31

753

35

220

0 0

601



Although Spanish banks have successfully monetised 

liquid real estate collateral, they still own many plots of 

undeveloped land. Because demand for undeveloped 

plots is low, banks are now building on them in the 

hope of better realising the value of the land, thereby 

taking on the risks and potential rewards inherent to the 

property development business.

By contrast with their mortgage NPLs, Spanish banks 

decided to sell off their distressed SME loans and ‘other 

personal loans’ (overdraft, consumer credit, consumer 

loans). Sales of unsecured debt increased from €0.8 BN 

in 2008 to €12.6 BN in 2014. Selling these non-core 

assets allowed Spanish banks to reduce their risk and 

administration costs and to focus on their core exposures.

Prior to 2012, competition in collections in Spain had been 

fragmented along the value chain. Banks’ internal divisions 

focused on activities in the second half of the value chain 

(Exhibit 18), such as asset management and sales, while niche 

players focused on debt management and buying unsecured 

loans. In retail mortgages, only two players at the time (Aktua 

and Hipoges), had expertise along the entire value chain.

As banks have developed their in-house NPL capabilities 

following the 2012 AQR, however, the competitive 

landscape has changed dramatically. Banks now 

cover the entire value chain. Many external collections 

companies are struggling to get business because banks 

are handling most of their NPLs in-house (or in their 

spin-offs). Only specialised players, with developed debt 

purchase capabilities for unsecured loans, are benefiting 

from this market evolution.

The in-house model adopted by Spanish banks 

distinguishes them from banks handling previous NPL 

crises and from banks in other parts of Europe today. 

However, we are now seeing similar NPL ratios and 

vintage curve patterns for residential real estate exposures 

in other European markets, such as Portugal, Italy and 

Greece. Given the success of the Spanish approach, we 

are likely to see similar approaches adopted elsewhere. 

The key lesson was to develop the capabilities to monetise 

the collateral of the key loan categories, while disposing 

smaller asset classes. In most cases this means that 

personal loans are sold-off and that managing real estate 

or SME NPLs will become a core competence of banks.

Exhibit 19: Unsecured consumer NPL transacted volumes, face value, for the years 2009-14 (11 MM) – in €BN

2009 2010 2011 2012 2013 2014 (11MM) CAGR 09-14

0.8 1.1 5.1 7.7 8.5 12.6 52%

Exhibit 20: Servicing industry map 1 as of January 2013

VALUE
CHAIN

SME

OTHER
RETAIL

RETAIL
MORTGAGES

REDS

Amicable collection
Marketing Formalisation MonitoringLeasing MaintenancePre-Sale

MgmtForeclosureEarly collection 
Judicial Mgmt

Debt management Asset repossession Asset management Sales

Altamira Bankinter.
BMNviviendas

IberCaja Solvia Escoge Casa Anida

Aktua
Finsolutia

Geslico

Cobralia

Esco

Lindor�

Intrum Justitia

Gescobro Geslico

Hipoges Iberia Multigestión

EOS

Aktiv KapitalAtento:
Gescobro

BankiaHabitat

CX Catalunya Caixa

Liberbank Vivienda Servihabitat

Hipoges Iberia

Aliseda

Most of the entities developed
internal independent companies to
deal with the elevated RE exposure

Focus on real estate 
property management

Focus on early
collections

through
call centres

Focus on amicable and judicial
collections for mainly unsecured asset

Expertise on the entire value chain of retail mortgages

1 Non exhaustive



3. ONGOING CHANGES TO THE MARKET

The business models of retail credit providers – retail banks and consumer finance 

companies – are in a great state of flux. Four developments are driving change: regulation, 

digital innovation, new competition and outsourcing.

3.1. REGULATION

Following the financial crisis, European regulators have substantially increased the burden 

on retail lending firms. Below we examine new regulatory burdens in consumer protection, 

financial reporting and stress testing.

3.1.1. CONSUMER PROTECTION

European banking regulators are increasingly giving up on the principle of caveat emptor 

(buyer beware) and the idea that consumers are protected by competition between suppliers. 

They believe that consumers must be protected by regulations specifying product and 

conduct standards for suppliers. The process is most advanced in the UK, where the Financial 

Conduct Authority has recently been created and most retail banks consider ‘conduct’ to be 

the biggest issue they face.

Convincing supervisors that they are adhering to the requested standards creates operational 

costs for retail lenders. More significant, however, are the limitations placed on products and 

processes. Product rules aimed at protecting customers typically limit revenues, for example, 

by limiting fees. Moreover, processes that protect borrowers are typically more labour and 

data intensive and, hence, more expensive. Consumer protection rules thus typically raise 

the minimum economic loan size and make many low income borrowers and small or start-

up businesses unprofitable to serve. We expect lenders to increasingly withdraw from these 

segments, as already observed in the US, where banks are under similar regulatory pressure.
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Exhibit 21: Areas of consumer protection regulation and likely effects

AREA REGULATORY AIMS LIKELY IMPACTS EXAMPLES

Credit 
Products

 • Ensuring products meet 
consumer needs; fair and 
transparent price levels 
and structures

 • Application of pricing caps

 • Migration to simpler 
product offering

 • Pressure on front vs. back 
book margin distinction

 • Loi Chatel and ‘Pauget-
Constans’ rapport (France)

 • PattiChiari – transparency 
pact (Italy)

 • Financial Conduct 
Authority (UK)

Consumer 
Credit

 • Ensuring that borrowing is 
affordable; 
managing 
consumer 
indebtedness 
levels

 • Additional restrictions on 
providing consumer credit

 − Stricter creditworthiness 
assessment

 − Minimum capital 
requirements for 
specialist lenders

 • Incentives for SME lending

 • Cap on rate rises and 
repayment penalties

 • EU Consumer Credit 
Directive (EU, France, Italy)

 • Loi Lagarde (France)

 • Consumer Credit Act and 
Review (UK)

Debt 
Management

 • Improving bad debt 
resolution; reasonable 
collection practices; 
fair structures

 • Avoid consumer over-
indebtedness

 • Relieve low-income families 
from unaffordable debt

 • Mitigate risk of home 
evictions for sole proprietors

 • Changing rules on statute 
limit debt

 • Loi Lagarde (France)

 • MARP programme 
(Ireland)

 • Risk limitation act 
(Germany)

 • Debt management acts 
(Italy, Spain)

Data 
Protection

 • Strength consumers privacy 
rights (especially online); 
unified EU-wide set of rules

 • Strengthen individuals’ right 
to privacy including a ‘right 
to be forgotten’

 • Ensuring protection of data 
moved out of the EU

 • Data Protection Officer at all 
companies >250 staff

 • Proposed General Data 
Protection Regulation (EU)

 • National data protection 
legislation (e.g. UK 
data protection)

Financial 
Regulation

 • Harmonising of definitions 
and allowance of 
credit exposures

 • Change timing of loss 
realisation and thus 
profit recognition which 
substantially will increase 
retail allowance amounts

 • Harmonisation of exposure 
definitions that will make 
comparison between 
banks easier

 • IFRS9

 • Stress testing

 • Forbearance
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3.1.2. UPDATED FINANCIAL REPORTING STANDARDS – IFRS 9

The International Accounting Standards Board (IASB) completed its changes to Impairment 

Standards in response to the financial crisis when they published the final version of the 

International Financial Reporting Standards (IFRS 9) in July 2014. IFRS 9 is effective for annual 

periods starting from the 1st of January 2018.

The approach to impairment allowances taken by IFRS 9 is significantly more sensitive 

to assumptions than existing rules, giving great scope for interpretation of the numbers, 

making comparisons between banks more difficult. The new rules will bring fundamental 

changes to the timing of loss realisation and, thus, of profit recognition. The overall effect 

of IFRS 9 will be to substantially increase retail provisions, and make them more cyclical.

The operational impact of IFRS 9 is also expected to be material, due to the burden of 

calculation and disclosure requirements, which include data inputs and assumptions. The 

calculation process will inevitably involve both the Finance and Risk functions. Sourcing and 

validating data, and then validating results, may require the Finance and Risk data systems 

of some banks to be redesigned. The demands of the new process will certainly require most 

firms to upgrade their risk modelling capabilities.

Exhibit 22: Impact of IRFS 9 for a residential mortgage portfolio (including defaulted assets)

ALLOWANCE AMOUNTS/EXPOSURE (%) 

0.4

0.3

0.2

0.1

0.5

0.7

0.6

0.9

0.8

Stage 1

• Assets performing in line with
expectation at the point of
origination or are of ‘low credit
risk’ (e.g. investment grade)

Key drivers

• 12-month outcome window

• LGD on cures/re-defaults

Stage 2

• Credit risk has increased
significantly since origination
and not ‘low risk’
(investment grade)

Key drivers

• Move to lifetime expected loss

− Defaults

− LGD on cures/re-defaults

Stage 2

• Asset considered credit
impaired

• Similar definition to current
standard

Key drivers

• Expected vs. “most likely”
loss perspective

• LGD on cures/re-defaults

Stage 3IAS39 Stage 1 IFRS9Stage 2

Illustrative example for distressed markets

0.0
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3.1.3. STRESS TESTING

The European Banking Authority (EBA) is responsible for ensuring the orderly functioning 

and integrity of financial markets and the stability of the financial system. To fulfil this 

responsibility, the EBA is empowered to initiate an EU-wide stress test in cooperation 

with the European Systemic Risk Board (ESRB). These stress tests assess the resilience of 

financial institutions to adverse market developments and thereby contribute to the overall 

assessment of systemic risk in the financial system. The 2014 EU-wide stress test and asset 

quality review was the largest stress-testing exercise of its kind, covering 124 European banks.

These stress tests make great demands on the banks covered by them, requiring enormous 

quantities of data about exposures and sophisticated economic modelling. The EBA has 

announced its intention to conduct exercises similar to the 2014 stress test on a regular 

basis. We also see a greater emphasis on stress testing in new banking supervisory 

guidelines, such as the EBA’s recent Supervisory Review and Evaluation Process (SREP) 

guidelines. These developments make it increasingly important that European banks 

develop the capabilities required to execute the analyses consistently and efficiently.

Beyond the EBA, we expect all national competent authorities (NCA) and the single 

supervisory mechanism (SSM) to be much more focussed on stress tests. The Comprehensive 

Capital Analysis and Review (CCAR) has become a central regulatory tool for the Fed in the 

US and we expect similar developments from the SSM and other NCA’s such as the UK’s 

Prudential Regulation Authority and Swedish Finansinspektionen.

3.1.4. FORBEARANCE AND NON-PERFORMING EXPOSURES

Experience from past financial crises suggests that asset quality issues must be tackled and bank 

balance sheets cleaned before economic growth can recover. Asset quality can be improved by 

new lending to sound borrowers. However, the cleansing of balance sheets may require public 

intervention, given the absence of incentives for banks to take action themselves. Yet a lack 

of reliable data on forbearance transactions and, more generally, on exposures that should 

be counted as non-performing, can hamper supervisory assessments and interventions.

The EBA has responded by developing draft definitions of forbearance and of non-performing 

exposures, which will form an addendum to the FINREP (financial reporting) framework once 

they are adopted by the European Commission. The objective is to consolidate the view of 

asset quality issues across the institutions and jurisdictions of the EU.

The new definitions start from current concepts of impairment and default. Forbearance, 

which can occur in performing and non-performing loans, is defined as a concession made 

to a debtor facing financial difficulties. A concession may be either the modification of the 

previous terms and conditions or a total or partial refinancing of the debt contract. These 

concessions count as forbearance only if they would not have been granted had the debtor 

not been in financial difficulties.
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Non-performing exposure is defined as a loan or debt security which is more than 90 days 

past due or is unlikely to be paid. This new definition is broader than the current IFRS and 

capital requirements regulation (CRD IV/CRR) definitions of impairment and default.

The proposed definitions will offer more comprehensive and harmonised coverage of the 

forbearance and non-performing concepts, providing common standards for asset quality 

assessment. By reducing the potential sources of inconsistency among EU states, these 

definitions will ensure that differences in reported figures stem from genuine differences  

in asset quality rather than differences in the definitions of impairment and default.

Although harmonisation is generally welcomed, the definitions have not met universal 

approval. Specifically, the definitions introduce considerable subjectivity. All loans have 

some probability of not being repaid. How great a probability is required for repayment to 

be ‘unlikely’? Similarly, what is the objective test for determining if a change of loan terms 

was done because the borrower is distressed or for business reasons? Concerns have also 

been raised about the work involved in adopting the new definitions and the additional 

costs involved, given changes needed to systems, processes and policies. Due to the 

limited financial gain on collecting forbearance debt according to the new definition and 

the added costs and complexity in doing this, a consequence could be that banks would 

consider selling this type of this debt as well.

Exhibit 23: Illustration of the definitions of forbearance and non-performing exposures

FULLY PERFORMING

Loans and debt securities that are not past-due
and without non-repayment risk and performing
o�-balance sheet items

GENERIC CRITERIA:  PAST DUE MORE THAN
90 DAYS AND/OR UNLIKELY TO PAY

All other non-defaulted and non-impaired
loans and debt securities and o�-balance
sheet exposures meeting the generic criteria

DEFAULTED

Fair value option

IMPAIRED
• Fair value through other

comprehensive income
• Amortized cost

PERFORMING ASSETS PAST DUE
BELOW  90 DAYS
• Loans and debt securities between

1–30 days past due
• Loans and debt securities between

31–60 days past due
• Loans and debt securities between

61–90 days past due

PERFORMING ASSETS THAT HAVE BEEN RENEGOTIATED

Loans and debt securities which renegotiation
or refinancing did not qualify as forbearance 

FORBEARANCE
Forborne loans and debt securities
(and eligible o�-balance sheet
commitments)

PERFORMING NON-PERFORMING

PERFORMING OR NON-PERFORMING

Refinancing
Modifications
of terms and

conditions
Other

OFF-BALANCE SHEET ITEMS:
• Loan commitments given
• Financial guarantees given

(except derivatives)
• Other commitments given
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3.2. DIGITAL INNOVATION

Digital technology is transforming not only the delivery of financial products but the use of 

data in banking. It has the potential to reduce operating costs dramatically while improving 

customer targeting and customer service. In this section, we discuss three implications of 

advances in digital technology for retail credit.

3.2.1. IMPROVED DATA ANALYTICS TO SUPPORT 
UNDERWRITING DECISIONS

The promise of ‘Big Data’ is not merely using more data to do the same things better. It can 

be the basis of entirely new business models. Facebook and other social media firms are the 

most obvious examples of data driven businesses but there are also examples in the financial 

services industry.

Leading consumer finance companies have been using propensity modelling to improve 

the uptake of direct mail campaigns since the mid-1990s. This was initially a response to 

their lack of a branch distribution. Retail banks, which could rely on their branch network 

for distribution, were slow to adopt data analytics as a way of driving sales through remote 

channels. This is one of the reasons they are currently struggling to cross-sell and build 

broad customer relationships in the world of on-line banking.

The standard view has been that people perform only low engagement transactions online 

and thus will not buy complex banking products on-line or participate in transactions that 

allow cross-selling. However, non-bank digital players such as Amazon, iTunes and Netflix 

achieve cross-sell rates well above peers that rely on physical distribution. They do this 

by using context-specific recommendation engines that customers find helpful. Some 

digital-only platforms, such as eToro, Avanza and Motif investing, are even trying to make 

complex wealth management tasks simple and engaging. Time will judge the success of 

these attempts.

In many countries, the preferred way of applying for a loan is already through an app or 

website. This is a cost efficient way for banks to underwrite but, for many applications, a 

final (manual) step is still required. The question is how to automate underwriting without 

increasing the cost of risk by more than the saving in operating cost. We believe banks and 

consumer finance companies can do more with current and new data to improve credit 

scoring models and increase acceptance rates.
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Exhibit 24: New scorecards are expected to add value to credit underwriting in a specific 
range of indeterminate customers

CREDIT BUREAU SCORE

CREDIT BUREAU SCORE DISTRIBUTION ACROSS PD BUCKETS

0% 1% 10% 100% PD

Non-creditworthy 
population

Indeterminate
population

Creditworthy 
population 

How to increase acceptance
rate for this population 

New scorecards are expected to improve credit underwriting in a range of ‘indeterminate’ 

applicants. For customers with a probability of default (PD) between 1% and 10% on the 

existing model, applications cannot be approved automatically. However, models using new 

sources of behavioural information may be able to differentiate members of this group and 

identify creditworthy customers within it.

A large number of factors from different data sources should be tested for scorecard 

development. In addition to traditional data like payment history, Credit Bureau scores, 

demographics and income, we recommend the use of data from internal and external  

online platforms. 

We recommend using traditional modelling techniques (e.g. logistic regression) to test the 

basic modules for their discriminatory power. Nontraditional modelling techniques, such as 

machine learning methods, should be used for modules where data availability is limited and 

where factors are highly correlated.
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Exhibit 25: Using online capabilities allows for capture of additional information that can be 
used in application and behavioural scorecards1

MOBILE BANKING INTERNET BANKING MOBILE WALLET

Customer 
group

 • Existing customers  • Existing customers  • Existing customers

 • New customers

Available 
information

 • Location (IP address)

 • Mobile device brand

 • Operating system

 • Screen resolution

 • Online application usage

 • Religious/political views

 • E-commerce statistics

 − Purchased goods

 − Chargebacks

 • Typos made

 • …

 • Web browser type

 • Web browser history

 • Location (IP address)

 • Operating system

 • Screen resolution

 • E-commerce statistics

 − Purchased goods

 − Chargebacks

 • Time spent on website

 • Typos made

 • Cursor movements

 • …

 • Social media activity/ 
friend interaction

 • Personal and professional 
background from 
Facebook, LinkedIn etc.

 • Online likes/interests

 • Online application usage

 • Location (IP address)

 • Mobile device brand

 • Operating system

 • Screen resolution

 • E-commerce statistics

 − Sold goods

 − Purchased goods

 − Chargebacks

 • Typos made

 • …

1. Local regulations might apply

3.2.2. DIGITALIZATION OF THE SME OFFERING

Digital innovation is changing traditional small business banking. In part, this is being driven 

by more demanding small business owners, whose expectations of their business bank 

account have been raised by their experience as consumers in banking and beyond.

Banks are looking for ways to use digital innovation to support small businesses in their 

own business activities, solving their day-to-day problems and helping them acquire and 

retain more customers. Small business banks will have to develop capabilities (such as data 

management, customer analytics and proposition design) that are not traditionally associated 

with the sector, perhaps by establishing partnerships that give them access to these skills.

Small business banking can often piggy-back on investments that have already been made in 

retail banking digital platforms. Banks that successfully digitalise their SME offering can benefit 

enormously. In North America, Bank of Montreal and PNC claim significant increases in customer 

numbers as a result of online and mobile banking offers targeting small business owners. In most 

European markets, all major players are already adding new features and functionality to existing 

platforms. The driving force for many banks is the desire to maintain market parity. Falling 

too far behind in any particular area valued by small business owners, such as mobile or user 

access management, risks an uptick in customer attrition and the erosion of the customer base.
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3.2.3. BROKER CHANNEL

The broker channel is growing in all mature markets, especially for personal loans,  

putting downward pressure on prices. Customers benefit from the price comparison 

provided by brokers and, in markets where online accessibility to credit offerings is low, 

brokers provide borrowers with more options. However, the price pressure created by 

brokers may cause their own undoing. Underpricing risk threatens the long-term viability  

of loan portfolios. When banks find themselves with revenues insufficient to cover losses  

in their broker-originated portfolios, they may be inclined to limit or even stop sales 

through the broker channel.

Exhibit 26: Key trends in broker channel

1 OVERALL GROWTH 
IN CONSUMER USE 
OF BROKERS

 • Heavy marketing will increase customer awareness

 • Possibility to conduct market price comparison will attract new customer 
segments, including super-prime and prime

 • Development of new products and increased customer awareness of 
consolidation of unsecured credit will drive growth further

2 CLOSER RELATIONSHIPS 
WITH INCREASED 
TECHNICAL SOLUTIONS

 • Ease of use, such as e-signing will be critical for both lenders and brokers 
to offer

 • E-signing allows for quicker turnarounds but also avoid mistakes

 • Investments in systems that interact with each other will be key for future success

3 SPREAD INTO 
OTHER PRODUCTS

 • As customers get more aware of benefits with using brokers, broker market is 
likely to expand into new products

 • Mortgages (although a more sophisticated product) could become a key 
driver to attract prime and super-prime customers

4 LENDERS WISH 
TO DECREASE 
DEPENDENCY

 • Long term sustainability of certain broker strategies is questioned

 − Current price pressure risks leading to price/risk combination that 
cannot be used to build a long-term viable portfolio

 − Overly aggressive lenders will be forced to make write-offs and the use of 
brokers may thus decrease overall

 • Lenders will want to manage their risk and thus avoid too large a share of 
lending coming from brokers overall and any one broker in particular

 • However, increased customer interest over time could increase importance 
of broker channel and thus lead to lenders maintaining or even increasing 
volumes brokered by necessity

5 BARGAINING POWER 
DYNAMICS

 • More players entering market would likely shift bargaining power to lenders 
as competition stiffens

 • Though stable volumes from brokers will continue to be convenient, the 
costs compared to own channels may become excessive

 • Particularly if there are credit quality concerns and lenders become more 
reluctant, bargaining power may shift more and more towards lenders
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3.2.4. CASE STUDY: THE UK CONSUMER 
 FINANCE MARKET

After a decade of growth, the UK consumer finance 

market stalled following the financial crisis, with lenders 

and borrowers both feeling more cautious. For example, 

total credit card balances are down 10% since 2009. 

High street lenders tightened their criteria for providing 

credit and households have sought to reduce debt levels 

and deleverage, though consumer debt levels remain 

high compared to other markets.3

With mainstream players tightening credit criteria, many 

consumers have sought new providers and alternative 

lenders have proliferated (Exhibit 27 below). New banks, 

such as Metro bank and Virgin, have entered the market 

and specialist providers continue to grow, meeting 

demand through different credit models, such as peer-

to-peer lending, guarantor loans and short term lending. 

Payment providers (such as PayPal) and retailers (such 

as Starbucks and Topshop) have built on their brands to 

start providing consumer credit through payment apps 

and store credit cards.

3 Households’ debt-to-income ratio in the UK is around 130% compared to the 
100% of the Euro area (Eurostat, 2012).

These alternative suppliers can target parts of the market 

where providing customer-specific offerings is outside the 

traditional expertise of the high street banks. They are a 

still small part of the market (<5%) but they are growing.

Incumbent UK banks have responded to this increased 

competitive pressure by upgrading their underwriting 

methods to increase profitability within the constraints of 

their risk appetites. To compete with the new specialist 

credit providers, offers are increasingly tailored to people 

who are already customers of the bank.

Many banks are creating better credit and fraud risk 

discrimination by making use of all available information, 

including data from social media and the full banking 

relationship. And some banks are transitioning from 

traditional underwriting to more interactive application 

management, particularly through online channels. 

However, the use of such statistically driven targeting and 

pricing will be constrained by the increased regulation 

of financial services under the new Financial Conduct 

Authority, which is likely do deem much of it to be abusive.

Exhibit 27: UK consumer finance providers

PRODUCT PLAYERS DESCRIPTION
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Bank overdraft 
(authorised)

Santander, Barclays  • Overdraft limit set and prearranged with bank

 • Interest of fee charged; some overdraft agreements interest-free

Bank overdraft 
(unauthorised)

Lloyds Banks, Nationwide, Natwest  • Overdraft which is not prearranged with the bank

Credit cards American Express, Capital One, mbna  • Bank-provided or mono-line credit cards provide short term credit options, often 
higher credit limit than payday loan options

Personal loans Santander, TSB, Sainsburys Bank  • Unsecured credit borrowed for typically longer periods (> six months) and 
subject to higher credit requirements than payday loans

Alternative 
consumer credit

Metro Bank, Virgin Money  • Unsecured credit incurred for the purpose to buy a service or a good

 • Contracted with challenger banks offering looser credit criteria

Rent to buy/ 
Hire Purchase

FordCredit, Blackhorse  • Lease and pay back against purchased item in regular instalments

Payment apps/store 
credit cards

Topshop, Starbucks  • Unsecured credit cards/payment facilities that are tied to particular retailers 
with credit requirement ranging from average to excellent
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Guarantor loans UKCredit, Amigo, Duo  • Unsecured loans which require another person to act as guarantor to the loan, 
typically for people with poor credit history

Short term credit QuickQuid, Wonga, Sunny Satsuma, 
The Money Shop

 • Short term credit option designed to provide source of ‘quick cash’ until payday

Log book loans LoanMyMotor.com, 
Varooma, MobileMoney

 • Available to poorer rating customers willing to use their car as collateral to 
secure loan

Home collect Provident Personal Credit, sfs  • Usually for smaller amounts, lender calls borrower’s home for repayments

Peer to peer loans Zoopa, Rate Setter, Market Invoice  • Mostly unsecured loans made from individual to individual or companies via 
online lending platforms. Interests based on borrowers’ credit score



3.3. NEW COMPETITION

In what has historically been a slow-moving supply-side, we are beginning to see meaningful 

new forms of competition emerging in retail lending. These new entrants compete by taking 

higher risk, targeting underserved segments, using proprietary channels (such as their retail 

outlets) or deploying new technology solutions. We believe three new kinds of competitor 

are most significant:

 • Payments players: The payments market is ripe for change as cash and plastic cards give 
way to virtual tokens and cloud-based identity management. Non-bank competitors are 
finding ways of providing services to consumers that offer higher value and lower costs 
to both parties. Some payments players are established (e.g. PayPal), while hundreds 
of others are still start-ups. Regulation (e.g. on credit interchange) is exacerbating the 
disruption in this space.

 • Non-financial firms: In many countries, retailers, internet giants and telecom companies 
have aspirations to extend into retail banking. These competitors have several advantages: 
trusted and untainted brands, potential for a more efficient physical distribution network 
and, often, better access to customer data. Unencumbered by incremental thinking and 
structural inertia, they have the potential to operate at far lower cost than traditional 
banks and capture market share quickly, especially in markets that are digitalising.

 • New banks: Several markets now have a rich diversity of small, often newly formed 
banks, usually with very low market shares. These banks offer consumers increased 
choice and add to the competitive pressures faced by incumbents. Though there are 
significant barriers to entry inherent to banking (e.g. access to funding, customer 
stickiness and benefits of scale), new banks derive competitive advantages from their 
lack of legacy IT systems and branch networks, lack of legacy bad loan exposures 
and untainted brands. The crisis and new technology have created unprecedented 
opportunities for new entrants in retail banking.

Exhibit 28: Dynamics between banks and specialists in different markets

TYPE OF MARKET DEFINITION EXAMPLES OBSERVED COMPETITIVE DYNAMICS

Specialist-focused  • Banks <50% share  • UK 
(cards, POS)

 • France

 • Italy

 • Switzerland

 • Aggressive price competition by banks to gain 
market share (150-200 bps below specialists)

 • Specialists forced to cut margins on prime 
business by ~100 bps

 • Specialists repositioning away from bank 
competition (POS and cards, near-prime)

Fragmented 
bank-focused

 • Banks >50% share

 • Bank competition 
fragmented

 • Germany

 • Spain

 • Banks hold dominant market position

 • Specialists gaining market share through 
nonconforming products and segments

 • Specialists maintain margins through 
product innovation

Concentrated 
bank-focused

 • Banks >50% share

 • Bank competition 
concentrated

 • UK 
(personal loans)

 • Nordics

 • Turkey

 • Banks hold dominant market position for prime 
customers based on branch distribution

 • Focus of bank competition is other banks

 • Impact on specialists is indirect via increasing 
price sensitivity of prime customer base and 
willingness to take unsecured credit from banks
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3.3.1. CASE STUDY: MARKETPLACE 
LENDING AND PEER-TO-PEER LENDING

Alternative financing activities, such as marketplace 

lending (also referred to as peer-to-peer lending) have 

emerged in recent years, especially in the UK and US. 

What distinguishes these players from traditional credit 

providers, such as banks, is that they typically offer 

borrowers and lenders direct access to each other, rather 

than using their own balance sheets to intermediate. 

There is, therefore, none of the maturity or risk 

transformation that characterises traditional banking.

In the UK peer-to-peer lending still accounts for only a 

tiny fraction of total retail lending (€1.5 BN). But it has 

grown strongly over the past years – on average, more 

than doubling new annual lending volumes since 2011. 

In the first three quarters of 2014, marketplace lending 

raised more than £900 MM of new money in the UK. 

Lending to small businesses has grown fastest, with new 

lending in 2014 on track to quadruple 2013 flows.

UK marketplace lending has grown as a response to 

constraints that regulation is placing on lending by 

traditional deposit taking banks and by their cautious 

approach to innovation. Lenders and borrowers have also 

been encouraged by the regulation of marketplace lending 

since April 2014, now coming under the supervision of the 

Financial Conduct Authority. The market has been further 

backed by a number of government initiatives:

 • The Treasury said that marketplace lending is part 
of its plan to ‘increase competition in the banking 
sector and diversify available sources of finance 
for businesses’

 • The government launched a consultation aimed 
at giving investors access to marketplace lending 
through individual savings accounts (ISA) and 
thereby making returns exempt from income tax

 • The British Business Bank, a government body, 
launched a number of initiatives to promote SME 
lending by non-bank lenders, such as the Business 
Finance Partnership which was followed by the 
launch of the Investment Programme in 2013

Exhibit 29: Marketplace lending in short

QUESTION ANSWER

What is marketplace lending?  • An alterative to bank lending that facilitates capital flows between investors and borrowers through leveraging 
online platforms, specialised processes and custom products

Who borrows money?  • Borrowers range from individuals needing a student loan, to entrepreneurs and small businesses seeking 
working capital or debt refinancing in niche industries spanning from real estate to mining

Who lends money?  • Historically primarily nonprofessional retail investors

 • Increasingly institutional investors spanning from hedge funds, family firms or blue chip asset managers

Exhibit 30: Marketplace lending volumes in the UK (£ MM)

2013 2014 Q1-Q3

965

480

2012

189

2011

89 Marketplace 
business lending

Marketplace 
consumer  
lending

CAGR
+121%

Source: P2P Finance Association, Nesta (The rise of future finance report), Oliver Wyman analysis



THE FUTURE OF MARKETPLACE LENDING: 
NICHE MARKET OR A DISRUPTIVE FORCE?

Advances in facilitating technology have encouraged the 

growth of marketplace lending. But so have ultra-low 

interest rates. This means that lenders cannot get post-

tax returns above inflation by depositing their money 

with a bank. Some believe that higher rates, which may 

one day return, will be the end of marketplace lending.

However, there is evidence that the market is durable. 

Several US-based marketplace lenders have recently 

been involved in capital markets initiatives.4 Some 

large, well-respected banks have entered the sector, 

and an ‘ecosystem’ of secondary suppliers, such as 

lawyers, accountants and technology platforms for 

trade execution and reporting, is growing around 

the marketplaces.

It is yet to be seen whether marketplace lending will follow a similar path in other European countries. Developments 

are likely to depend on the following factors:

 • Government initiatives: Government initiatives 
and regulatory reforms have advanced marketplace 
lending in the UK. The sector does better when it is 
subject to conduct regulations (to build confidence 
in lenders and borrowers) and when lending by 
deposit taking institutions is subject to costly 
prudential regulation which drives up the prices they 
must charge borrowers.

 • Liquidity risk for lenders: It is difficult for lenders to 
retrieve their money before maturity. The secondary 
market for peer-to-peer loans in the UK today is 
growing but is still small. A maturing secondary 
market may promote the sector in Europe.

 • Economic environment: The marketplace lending 
model has not been tested in a high-interest or 
high-loss rate environment. As interest rates rise, 
defaults rates are likely to rise with them, testing 
the marketplace lending platforms’ safe-guarding 
mechanisms, such as provision funds. (Some of the 
provision funds are set at levels below the types of 
stresses we have seen in the previous crises and thus 
consumer lenders will experience par loss.) Another 
sharp recession would also put pressure on the 
market as lenders fled to the safety of government-
backed bank deposits.

Exhibit 31: Recent partnerships between bank and marketplace lenders, a trend which suggests scalability of the 
business model

MARKET COMPANIES COMMENTS

Africa Barclays

RainFin

Barclays acquired 49% of South African P2P platform RainFin (2014)

 • Barclays Africa acquired a stake in South Africa’s leading marketplace, complementing and 
supplementing its present lending channels

Australia Westpac

SocietyOne

A Westpac funded VC firm acquired a stake in Society One (2014)

 • A Westpact-funded venture capital firm (Reinventure) invested $5 MM into Australia’s leading 
marketplace lender

Europe Santander

Funding Circle

Santander partnered with Funding Circle in the UK (2013)

 • Santander entered a partnership with Funding Circle, a leading marketplace lending platform in the UK, 
entailing that the firm passes on leads it is unable to finance

4 For example, Lending Club raised $870 MM from a US IPO in December 2014 and Social Finance has recently completed two securitisation transactions (the 2nd one was the 
first marketplace lender securitisation to receive a rating from S&P).



3.4. USING 3rd PARTIES TO EXTRACT VALUE FROM 
 DISTRESSED PORTFOLIOS

Third parties continue to play an important role in managing non-performing loan 

portfolios in Europe, either as purchasers of distressed debt or as suppliers of services 

that the lender cannot or does not wish to perform in-house. Many European banks 

lack the operational capability to collect debt after 180 days, or choose not to.

Although the debt purchase market is still a fraction of total consumer credit market, 

the relative growth in sales has been strong since the financial crisis. While selling 

may be directly economically beneficial, some lenders choose to keep debt on their 

balance sheets for other reasons, such as avoiding reputational damage or major 

management distractions.

As an alternative to selling debt, credit providers can outsource certain parts of the credit 

value chain to 3rd parties. To make the right decision about what to do and what to pay banks 

need a clear understanding of in-house costs and performance and of the external provider’s 

likely performance, usually based on batch-based assessment.

Exhibit 32: Debt sale market – UK  2003-2015

2011

389

2010

258

2009

277

2005

535

2014

697

2015

746

2012

491

2013

620

2008

620

2007

746

2006

655

2004

374

2003

296

Projected
PURCHASE VALUE, £MM 

FS primary

FS secondary

FS tertiary

Communications

Home Shopping

Government

Utilities

Insurance
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Exhibit 33: Efficient outsourcing of parts of credit value chain to 3rd parties

1 MANAGEMENT OF PARTS 
OF THE PORTFOLIO

 • Outsourcing management of parts of debt portfolio (e.g. specific segments 
or geographies)

 • In particular where bank may not have critical mass to create best-in-class 
collection operations

2 HANDLING OF CAPACITY 
CONSTRAINTS

 • Capacity managed in the short term through hiring/outsourcing

 • Hiring/outsourcing program in place to deliver sustainable, cost-effective 
capacity in the long term

3 ADMINISTRATION OF 
SPECIFIC ACTIVITIES

 • Outsourcing of core business capabilities, debt sales, client call centre

 • Outsourcing of support functions, e.g. legal

4 NET PERFORMANCE  • Achieve higher net performance through benchmarking exercises relative to 
external players

 • Offer consistent challenge to internal collection specialists on e.g. 
collateral valuation

5 BRANDING  • Do tougher collections without using the bank’s brand and avoid negative 
publicity due to repossession procedures

 • Use of independent mediator with an amicable approach to debtors (actions 
aligned with the bank brand)
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4. CONCLUSIONS

Strategic priorities will always vary based on the particular situation of any given lender. 

However, market conditions are an important factor and will often create similar priorities 

for most participants. This section outlines the strategic priorities for retail lenders based 

on which macroeconomic risk category their country belongs to: stable, watch list or 

potentially volatile.

STABLE CREDIT COUNTRIES

Most stable markets are mature (Denmark, Finland Ireland, Luxembourg, Norway, Sweden, 

Switzerland, UK) and we expect slow growth in them. Lenders will consequently face greater 

competition in their attempts to capture share. They should seek to use new sources of ‘big 

data’ to improve the accuracy of their credit assessment so that they can increase approval 

rates without also increasing loss rates. They should invest in digital acquisition, which can 

deliver an engaging customer experience while cutting operating costs.

In the up-and-coming stable markets (Czech Republic, Estonia, Poland, Slovenia, Turkey) 

the priority should be avoiding the mistakes of lenders in the watch-list countries. This 

means investing in core retail credit analytics, covering underwriting, portfolio management 

and recoveries.

POTENTIALLY VOLATILE COUNTRIES

In many of these markets consumer lending remains one of the most attractive asset 

segments. However, most of these markets are mature (Austria, Belgium, France, Germany, 

Netherlands), and there will be intense competition for high quality borrowers. To find 

growth, lenders must seek out underserved segments, often through new digital channels. 

In other words, lenders in these markets face similar challenges to those in stable markets; 

they will need to invest in technology that supports growth. However, they simultaneously 

face greater risks. Limit management and sound underwriting practices will be a foundation 

of success. Lenders will need to avoid excessive exposure to what is likely to be an under-

performing near prime segment.

WATCH LIST COUNTRIES

Lenders in watch list markets will be dealing with the burden of bad debt for the foreseeable 

future. Extracting value from the back book of bad loans will dominate future financial 

performance. Hence, we recommend these banks focus primarily on developing the skills 

and business models required to do this efficiently. Market conditions will one day improve. 

When they do, lenders must make sure that they have dealt with the legacy of bad debt and 

freed up enough capital to take advantage of new lending opportunities.
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Exhibit 34: Country categorization in 2014 report (Total retail credit in € BN)

Stablepotentially Volatile Watch list

Cyprus
27

Estonia
7

Finland
127

France
1,359

Greece
153

Hungary
28

Ireland
131

Italy
878

Latvia
9

Malta
5

Norway
354

Poland
131

Portugal
153

Russia
340

Spain
904

Sweden
376

Switzerland
612

Denmark
393

Austria
155

Turkey
200

Germany
1,351

UK
1,512

Slovenia
10

Slovakia
24

Czech Rep
52 

Luxembourg
34

Belgium
187

Netherlands
579
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APPENDIX: RETAIL CREDIT MANAGEMENT 
BEST PRACTICE

Especially in mature markets, success in retail lending is often a matter not so much of 

strategy but of execution or technique. Lenders who can acquire high quality borrowers at 

low cost and who can act quickly and efficiently when dealing with bad debt will outperform 

their less efficient competitors. In the sub-sections below we describe current best practice 

in the main parts of the credit process.

Exhibit 35: Retail credit management best practice

TYPICAL
ACTIVITIES 

• Customer
segmentation

• Propensity modelling

• Branch and alternative
channel support

• Integration of
capabilities across
credit and marketing

• Use of risk information

• Data input, incl.
customer application
and credit bureau data

• Data validation

• Policy screening

• Credit models
(should include both
a�ordability and risk
assessment)

• Process automation
and modularisation

• Pricing for risk

• Limit increase and
decrease strategies

• Authorisations including
shadow limits 
(i.e. pay/no pay decision)

• Back book re-pricing

• Existing customer
cross-sell

• Advanced analytics
and test and learn

• Segmentation and
analytics

• Early and late stage
collections

• Debt restructuring and
specific asset
management

• Portfolio optimisation

• Identification and
preparations of
outsourcing programs

• Debt sales/spin-o�
of units

EXISTING CUSTOMER
MANAGEMENT 

APPLICATION AND
UNDERWRITING 

TARGETING COLLECTIONS

TARGETING

Targeting is the process of identifying customers to whom the firm’s marketing and sales 

efforts will be directed. This normally involves several functions, including marketing and 

distribution. From a retail credit management perspective, the key steps are segmenting 

customers into distinct groups, estimating their propensity to purchase and understanding 

the key value drivers after purchase, such as the probability of default.

Superior targeting reduces the cost of acquiring customers and selling loans to existing 

customers because effort is not wasted on those who are unlikely to buy. It also increases 

the value of the loan portfolio because it increases the percentage of acquisitions with 

favourable characteristics.
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Best practice targeting requires a sophisticated understanding of the interaction between 

the product offered and the customers acquired. For example, risky borrowers are more 

price elastic than safe borrowers. Hence, as the price of credit products rises so does the risk 

of the borrowers, even within any measured risk band. The borrowers are revealing what 

they know about their riskiness that the scoring model cannot identify. By understanding 

this dynamic, lenders can make more accurate estimates of the true risk costs. Similarly, 

the channel of acquisition will affect risk in a way not picked up by factors in a standard 

application or behavioural scorecard. Again, understanding this effect is critical for 

alternative channel operations.

Since the mid-1990s, data-based targeting has been familiar in some lines of retail credit – most 

notably, in credit cards. The analytical techniques are progressively being extended to other 

lines of retail credit, such as mortgages, and increasing in their sophistication. By using new 

‘big data’ sources, lenders can acquire a more accurate view of their current and potential 

borrowers than ever before and at a low cost.

Exhibit 36: Targeting examples

BETTER RISK MEASUREMENT

• Properly understanding
the dynamics of the target
group based on

− Customer self-selection

− Acquisition channel

KNOW YOUR CUSTOMER

• Understand customers’

− Propensity to purchase

− Sensitivity to price

− Risk level

INCREASED RETURN ON
MARKETING SPEND

• Marketing e�orts should include
the use of big/alternative data
sources to identify and target
customers who are

− Likely to apply

− Likely to be approved in
credit screening process

SEGMENTATION

• Segmentation of customers
into  distinct  groups should
be done through

− Advanced analytical tools

− Good customer data
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APPLICATION AND UNDERWRITING

Underwriting refers to the gathering and validation of information, credit analysis and loan 

approval (or decline), which may be either manual or automated. The information may be 

provided by the customer or the bank may gather it from other internal or external sources.

Best practice underwriting reduces losses by reducing the Type one error rate: that is, the 

frequency with which the bank lends to borrowers who end up defaulting. It increases 

lending volumes by improving the customer experience and by reducing the Type two error 

rate: that is, the number of would-be borrowers wrongly identified as being excessively risky. 

And it reduces cost by being quick and highly automated. Below we present three areas 

where improved risk analytics have increased returns for banks.

Risk-based pricing: Risk-based pricing is vitally important when targeting higher risk 

customers. Best practice risk-based pricing models take account of expected losses, cost 

of capital, funds transfer pricing (including a cost of liquidity) and customer ‘stickiness’ and 

propensity to pre-pay. Pricing tools need to be available in the branch, direct and digital 

channels, and have access to the relevant customer data and bureau scores (if available). 

A continuous process of ‘test and learn’ should be embedded into the organisation so that 

experiences with customer segments are fed into future pricing.

Exhibit 37: Application and Underwriting process

KEY COMPONENTS OF APPLICATION AND UNDERWRITING PROCESS

• Application data

• Internal bank
behavioural data

• Multi-bureau data
sources for credit
scoring

• Other external
agency and
third-party data

• Automated data
validation, where
possible

• Data checking by 
administrative sta�,
where possible

• “Random” data
checking on a
statistical basis

• Identification and
fraud checks

• Hard policy
rules including
a�ordability/
repayment
coverage,
repayment history,
risk, loan to value
and age

• Limited number
of bespoke rules
and exclusions

• Best-in-class
application and
behavioural risk
scorecards

• A�ordability model
capturing income
and expenses
(at appropriate
granularity)

• Di�erentiated by
customer, product
and channel, as
required

• Limited use of
subjective overrides

• Adjustment of
reward side of
risk-reward
equation

• “Down-sell” or
reduced limit
o�er to high risk
or less desirable
customers

• “Up-sell” or additional
credit o�er to more
desirable customers

• Multi-year value
metrics for more
complex consumer
finance products

• Automated loan
o�er generation

• Automated check
issue

• Electronic signature

• Straight-through
processing

FULFILMENT
PRICING

FOR RISK 
CREDIT

MODELS
POLICY

SCREENING 
DATA

VALIDATION 
DATA

INPUT

INTERACTIVE APPLICATION MANAGEMENT 
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Credit decision making: Tools for making lending decisions include scorecards, account 

screening and credit bureaus, all of which contribute to gauging the probability of default. 

These tools are increasingly movement automated (e.g. ‘new-form lending’ in the US) and 

standardised (e.g. ‘industrialised’ lending in the UK). By improving credit decisions, these 

models help banks to avoid loan delinquency and default, freeing up capital for uses other 

than credit loss absorption. Automated and standardised credit processes also improve 

customers’ experience while reducing the time staff spend on processing applications, 

allowing them instead to focus on sales and service or to be made redundant.

Loss and growth forecasting: Losses should be forecast for each loan portfolio or asset class, 

based in part on forecast moves in macro-economic factors such as interest rates, inflation 

and unemployment. Banks can then increase provisions when loss forecasts are high or 

increase lending when forecasts are low. This stabilises earnings and thereby increases the 

price-to-earnings multiple.

CUSTOMER MANAGEMENT

Lenders must decide which customers to take on and, when they become delinquent, which 

to abandon. These are the most noticeable decision points in the credit process. However, 

the way lenders deal with their current customers who are not delinquent is also important 

for maximising returns.

Most obviously, lenders must decide whether to increase or decrease credit lines, whether 

to rollover lending facilities, whether to change prices (where possible) and whether to try to 

sell current customers more products.

Dealing with current customers should be a source of competitive advantage to incumbent 

lenders because firms always have better information about their current customers 

than about prospective customers. To make the most of this advantage, lenders should 

estimate the current and potential value of their customers by looking at their probability of 

defaulting, of switching to other suppliers and of buying other products.

However, incumbent banks must not make the mistake of relying entirely on internal 

data provided by the interactions they have with their customers. The ‘data footprint’ 

customers leave on the internet may provide important clues about their behavioural 

propensities and hence about their chance of defaulting, switching or ‘up sizing’. In other 

words, best practice lenders take a ‘big data’ approach to their current customers as well as 

prospective customers.
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COLLECTIONS

By ‘collections’ we mean the management of bad debt. This usually means ‘post-default 

collections’, using all legal means available to recover the money owed. But it can also 

involve ‘pre-default collections’, where lenders use a variety of contact strategies to persuade 

customers who are likely to default to pay instead.

When non-performing loan (NPL) ratios are high, as today, efficient collection is a critically 

important part of the retail lending business. Collections can be divided into four phases, 

shown in the table below.

The trick is not only to execute each phase efficiently but to apply them to the right 
borrowers at the right times. This is achieved by taking an analytical approach to the 
decision, applying to any given customer at any given time the treatment that has the 
highest estimated value. Estimating this value requires modelling of risk deterioration 
(or improvement), likely borrower responses, recoveries in the event of foreclosure, and 
of course to have solid data management capabilities in place.

The most efficient application of any treatment may be achieved in-house, where lenders 
have advanced capabilities, or by outsourcing to specialists. Price has historically been 
the main way of selecting a 3rd party collector. But it has lost some of its importance in the 
light of new consumer protection laws and an increased focus on net performance: that 
is, while cost is still important, criteria such as success rate and reputation are increasingly 
driving the choice of partner.

Exhibit 38: Examples of resolution strategies across arrears stage

1 NO TREATMENT  • For customers that are in arrears but have a high likelihood of self-
curing in the near future and hence unlikely to be economical to 
apply a treatment immediately

 • Rules on which customers these treatments should apply to need to 
be carefully defined

Customers will 
migrate across 

these stages 
and strategies

2 SHORT TERM  • For customers that end up in short term distress due to e.g. large one-
off payments, temporary unemployment, lumpy income/revenue

 • Short term impact to support the client until they are back 
to performing (payment holiday, interest only, interest rate 
reduction, etc.)

3 LONG TERM 
(MODIFICATION)

 • For customers that are not expected to return to performing in the 
medium term unless there is an adjustment in the monthly payment 
due to e.g. a significant income/revenue reduction

 • Restructuring of loan to support the client back to performing (debt 
consolidation, loan term extension, etc.)

4 PERMANENT 
(CLOSURE)

 • For clients that are not likely to return to performing in the medium-
long term without significant cost to the lender

 • Termination of loan to limit further losses (Settlement, Short sale, etc.)
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APPENDIX: REFERENCE TABLES FOR KEY 
MACROECONOMIC VARIABLES IN THE 
BASELINE AND ADVERSE SCENARIOS OF  
THE EBA EU-WIDE STRESS TEST

Table 1. Long-term EU government bond yield shocks (shocks in basis point deviations from the 
baseline; simulation results based on a sample covering the period 3 August 2012-31 December 2013)

SHOCKS IN BPS BASELINE IN % ADVERSE IN %
HISTORICAL SINCE  

1-JAN-2000

2014 2015 2016 2013 2014 2015 2016 2014 2015 2016 MIN MAX

POS B/W 
MIN AND 
MAX 2014

Belgium 142 105 105  2.4  2.5  2.8  2.9  3.9  3.9  4.0  1.9  5.9 51%

Bulgaria 151 111 111  3.5  3.6  3.9  4.0  5.1  5.0  5.1  2.9  8.6 38%

Czech Republic 154 114 114  2.1  2.4  2.7  2.8  3.9  3.8  3.9  1.5  7.7 39%

Denmark 123 92 92  1.7  1.8  2.1  2.3  3.1  3.0  3.2  1.0  6.0 42%

Germany 109 82 82  1.6  1.8  2.1  2.2  2.9  2.9  3.0  1.2  5.6 38%

Croatia 159 117 117  4.7  5.1  5.4  5.5  6.7  6.6  6.7  4.3  8.2 63%

Ireland 148 109 109  3.8  3.4  3.7  3.8  4.9  4.8  4.9  3.2  14.6 15%

Greece 316 228 228  10.1  8.0  8.3  8.4  11.2  10.6  10.7  3.2  41.8 21%

Spain 191 139 139  4.6  3.8  4.1  4.2  5.7  5.5  5.6  3.0  7.6 58%

France 140 104 104  2.2  2.4  2.7  2.8  3.8  3.7  3.8  1.7  5.8 51%

Italy 205 149 149  4.3  3.9  4.1  4.3  5.9  5.6  5.8  3.2  7.4 65%

Cyprus 134 100 100  11.1  8.3  8.6  8.7  9.7  9.6  9.7  3.8  16.5 46%

Latvia 155 114 114  3.3  3.6  3.9  4.0  5.2  5.0  5.2  3.3  17.0 14%

Lithuania 119 89 89  3.8  3.4  3.7  3.9  4.6  4.6  4.7  2.0  15.1 20%

Luxembourg 150 110 110  1.7  1.9  2.1  2.3  3.4  3.3  3.4  1.3  5.8 46%

Hungary 177 130 130  5.9  6.1  6.5  6.6  7.9  7.8  7.9  5.0  12.7 38%

Malta 150 110 110  3.4  3.1  3.4  3.5  4.6  4.5  4.6  3.1  6.6 42%

Netherlands 132 98 98  2.0  2.0  2.3  2.4  3.3  3.3  3.4  1.5  5.8 43%

Austria 137 101 101  2.0  2.1  2.4  2.5  3.4  3.4  3.5  1.5  5.9 44%

Poland 145 107 107  4.0  4.6  4.8  4.9  6.1  5.9  5.9  3.1  14.0 27%

Portugal 231 168 168  6.3  5.1  5.4  5.5  7.4  7.1  7.2  3.1  17.2 31%

Romania 162 119 119  5.4  5.2  5.5  5.7  6.9  6.7  6.8  4.9  13.8 23%

Slovenia 177 130 130  5.8  4.8  5.1  5.2  6.5  6.4  6.5  3.5  9.6 50%

Slovakia 148 110 110  3.2  2.6  2.9  3.0  4.1  4.0  4.1  2.1  7.9 34%

Finland 126 94 94  1.9  1.9  2.2  2.3  3.2  3.1  3.2  1.4  5.8 41%

Sweden 145 107 107  2.1  2.3  2.6  2.7  3.8  3.7  3.7  1.1  6.0 54%

United Kingdom 139 103 103  2.0  2.8  3.2  3.3  4.2  4.2  4.3  1.4  5.9 63%

Euro Area 152 112 112  2.9  2.8  3.1  3.2  4.3  4.2  4.3  2.0  7.4 43%

European Union 150 110 110  2.8  2.9  3.2  3.3  4.4  4.3  4.4  2.0  7.4 44%

Note: The last column indicates the relative position of the adverse bond yield between the historical minimum and maximum since January 
2000. The baseline bond yields are corresponding to annual averages of the respective years.
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Table 2. Equity price shocks (in percentage deviations from baseline levels)

2014 2015 2016

Belgium -19.6  -19.5  -24.1 

Bulgaria  -14.6  -13.0  -15.5 

Czech Republic  -16.6  -13.0  -13.2 

Denmark  -15.5  -12.7  -13.4 

Germany -14.6  -13.0  -15.5 

Estonia -14.6  -13.0  -15.5 

Croatia -14.6  -13.0  -15.5 

Ireland -17.1  -14.5  -16.0 

Greece -19.8  -20.6  -26.6 

Spain -23.4  -21.1  -24.9 

France -20.1  -16.7  -18.1 

Italy -20.3  -17.7  -20.4 

Cyprus -19.8  -20.6  -26.6 

Latvia -14.6  -13.0  -15.5 

Lithuania -14.6  -13.0  -15.5 

Luxemburg -18.2  -15.8  -18.0 

Hungary -13.1  -11.1  -12.7 

Malta -18.2  -15.8  -18.0 

Netherlands -20.4  -20.0  -23.9 

Austria -16.8  -13.5  -14.3 

Poland -11.9  -9.8  -10.8 

Portugal  -17.3  -18.0  -23.1 

Romania  -14.6  -13.0  -15.5 

Slovenia -14.6  -13.0  -15.5 

Slovakia -14.6  -13.0  -15.5 

Finland -18.4  -18.0  -21.7 

Sweden -18.8  -15.7  -17.5 

United Kingdom -19.1  -15.2  -15.9 

Euro Area -18.3  -15.9  -18.1 

European Union -18.6  -16.6  -19.2 

Table 3. Foreign currency shocks and implied GDP impact (foreign currency shock in per cent 
depreciation against the euro; implied GDP impact in percentage deviations from baseline levels)

CZECH 
REPUBLIC CROATIA HUNGARY POLAND ROMANIA

Currency 
depreciation

15% 15% 25% 25% 15%

Implied GDP 
impact

2014 0.00 -0.60 -0.20 -0.02 -0.70

2015 0.00 -2.20 -0.80 -0.03 -1.30

2016 0.00 -3.00 -1.20 -0.04 -1.90
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Table 4. Scenario paths for Euro Swap Rates (annual average rates in per cent; adverse-
baseline gaps in basis points)

BASELINE IN % ADVERSE IN %
ADVERSE-BASELINE 

GAP IN BPS

2013 2014 2015 2016 2014 2015 2016 2014 2015 2016

Euro 
swap 
rates

lY  0.4  0.4  0.6  0.7  1.4  1.4 1.4 101 82 72

2Y  0.5  0.6  0.8  1.0  1.8  1.9  1.9 127 100 95

3Y  0.7  0.8  1.1  1.2  2.1  2.1  2.1 129 99 92

5Y  1.1  1.3  1.5  1.7  2.5  2.5  2.5 122 92 84

7Y  1.5  1.7  2.0  2.1  2.9  2.9  2.9 120 92 87

10Y  1.9  2.2  2.4  2.5  3.3  3.3 3.4 115 87 86

Table 5. House price shocks (percentage deviations from baseline levels)

2014 2015 2016

Belgium  -10.9  -17.5  -17.5 

Bulgaria  -5.9  -9.4  -9.4 

Czech Republic  -6.3  -10.0  -10.0 

Denmark  -9.4  -15.0  -15.0 

Germany  -7.8  -12.5  -12.5 

Estonia  4.1  -6.6  -6.6 

Croatia  -6.2  -9.9  -9.9 

Ireland  -6.3  -10.0  -4.2 

Greece  -2.6  -4.2  -42.0 

Spain  -3.1  -5.0  -5.0 

France  -10.5  -16.8  -16.8 

Italy  -3.3  -5.2  -5.2 

Cyprus  -4.0  -6.4  -6.4 

Latvia  -6.3  -10.0  -10.0 

Lithuania  -5.9  -9.5  -9.5 

Luxemburg  -10.9  -17.5  -17.5 

Hungary,  -7.8  -12.5  -12.5 

Malta  -6.3  -10.0  -10.0 

Netherlands  -6.3  -10.0  -10.0 

Austria  -6.3  -10.0  -10.0 

Poland  -4.7  -7.5  -7.5 

Portugal  -3.1  -5.0  -5.0 

Romania  -5.9  -9.5  -9.5 

Slovenia  -3.1  -5.0  -5.0 

Slovakia  -6.0  -9.6  -9.6 

Finland  -9.4  -15.0  -15.0 

Sweden  -11.9  -19.1  -19.1 

United Kingdom  -9.4  -15.0  -15.0 

Euro Area  -6.9  -11.0  -11.0 

European Union  -8.7  -14.0  -14.0 
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Table 6. Funding shock impact on real GDP growth (percentage deviations from baseline levels)

2014 2015 2016

Belgium  -0.02  -0.03  -0.05 

Bulgaria  -0.11  -0.34  -0.53 

Czech Republic  -0.01  -0.01  -0.02 

Denmark  -0.01  -0.01  -0.02 

Germany  -0.01  -0.03  -0.04 

Estonia  -0.12  -0.25  -0.35 

Croatia  -0.04  -0.09  -0.13 

Ireland  -0.06  -0.13  -0.18 

Greece  -0.13  -0.29  -0.39 

Spain  -0.07  -0.15  -0.21 

France  -0.01  -0.02  -0.02 

Italy  -0.09  -0.20  -0.27 

Cyprus  -0.10  -0.21  -0.29 

Latvia  -0.12  -0.25  -0.35 

Lithuania  -0.08  -0.18  -0.25 

Luxembourg  -0.07  -0.15  -0.20 

Hungary  -0.07  -0.14  -0.20 

Malta  -0.04  -0.08  -0.11 

Netherlands  -0.08  -0.16  -0.22 

Austria  -0.02  -0.03  -0.05 

Poland  -0.12  -0.26  -0.36 

Portugal  -0.06  -0.13  -0.18 

Romania  -0.22  -0.48  -0.66 

Slovenia  -0.08  -0.18  -0.24 

Slovakia  -0.09  -0.19  -0.27 

Finland  -0.02  -0.04  -0.05 

Sweden  -0.05  -0.11  -0.15 

UK  -0.03  -0.07  -0.10 

Euro Area  -0.04  -0.09  -0.12 

European Union  -0.04  -0.09  -0.13 
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Table 7. Overall effects of the scenario for the rest of the world

GDP CPI

2014 2015 2016 2014 2015 2016

Switzerland  -1.7  -4.9  -5.5  -0.9  -6.1  -12.6 

Norway  -2.6  -5.5  -4.8  -0.4  -1.5  -3.0 

US  -2.0  -4.9  -5.4  -0.4  -3.2  -7.7 

Canada  -1.8  -4.8  -4.6  -0.1  -1.5  -5.2 

Australia and New Zealand  -1.4  -3.9  -5.3  -0.1  -1.1  -2.9 

Japan  -3.5  -6.0  -5.9  -0.1  -1.1  -2.8 

Emerging Asia  -2.3  -5.8  -7.1  -0.7  -4.4  -9.1 

Latin America  -2.8  -5.0  -4.4  -2.2  -11.4  -17.4 

Russia  -3.2  -7.1  -7.8  -0.1  -0.8  -2.2 

The rest of CIS  -3.2  -7.1  -7.8  -0.1  -0.8  -2.2 

Other developing Europe  -3.2  -6.1  -5.7  -1.4  -10.9  -20.3 

Hong Kong  -5.4  -9.0  -6.9  -0.8  -3.2  -5.7 

China  -2.2  -5.5  -6.8  -0.4  -3.1  -6.5 

India  -3.2  -8.3  -10.6  -0.2  -1.9  -4.9 

The rest of emerging Asia  -1.9  -4.1  -4.6  -1.5  -8.9  -18.6 

Mexico  -1.1  -3.3  -4.1  -1.0  -5.2  -10.1 

Brazil  -5.0  -8.5  -6.9  -3.4  -16.3  -23.9 

Chile  -0.2  -0.3  -0.3  -2.0  -12.0  -17.2 

Peru  -0.2  -0.3  -0.3  -2.0  -12.0  -17.2 

Rest of the world  -1.8  -4.3  -4.8  -0.8  -4.3  -8.1 

Foreign demand

2014 2015 2016

Euro Area  -4.9  -10.2  -10.5 

European Union  -5.5  -11.3  -11.7 
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Table 8. Baseline and adverse scenario paths for real GDP

BASELINE INFLATION IN % DEVIATIONS IN PP ADVERSE GROWTH IN % LEVEL DEVIATION 
2016 IN %

2014 2015 2016 2014 2015 2016 2014 2015 2016

Belgium  1.4  1.7  1.4 -1.6 -3.2 -1.4 -0.2 -1.5 0.0 -6.0

Bulgaria  1.7  2.0  2.7 -2.0 -3.8 -2.8 -0.3 -1.8 -0.2 -8.3

Czech Republic  1.8  2.2  1.5 -3.4 -5.1 -2.1 -1.6 -3.0 -0.6 -10.1

Denmark  1.7  1.8  2.3 -2.6 -3.8 -0.9 -0.9 -2.0 1.4 -7.1

Germany  1.8  2.0  1.8 -2.7 -3.8 -1.5 -0.9 -1.7 0.3 -7.6

Estonia  2.3  3.6  3.0 -4.6 -5.4 -1.0 -2.3 -1.8 2.0 -10.4

Croatia  0.5  1.2  1.0 -4.2 -6.9 -3.3 -3.8 -5.7 -2.3 -13.6

Ireland  1.8  2.9  2.4 -3.0 -3.6 -1.9 -1.3 -0.7 0.5 -8.1

Greece  0.6  2.9  3.7 -2.2 -3.6 -2.5 -1.6 -0.6 1.2 -7.9

Spain  1.0  1.7  2.2 -1.3 -2.7 -2.1 -0.3 -1.0 0.1 -5.9

France  1.0  1.7  2.3 -1.4 -2.8 -1.9 -0.4 -1.1 0.4 -6.0

Italy  0.6  1.2  1.3 -1.5 -2.8 -2.0 -0.9 -1.6 -0.7 -6.1

Cyprus  -4.8  0.9  1.9 -1.5 -1.4 -0.8 -6.3 -0.5 1.1 -3.7

Latvia  4.2  4.3  2.2 -5.5 -5.5 -1.7 -1.3 -2.2 0.5 -12.6

Lithuania  3.5  3.9  3.1 -3.8 -7.1 -3.5 -0.3 -3.2 -0.4 -13.3

Luxembourg  2.2  2.5  1.8 -2.6 -4.3 -2.3 -0.4 -1.8 -0.5 -8.7

Hungary  2.1  2.1  1.4 -2.0 -4.0 -2.3 0.1 -1.9 -0.9 -7.9

Malta  2.1  2.1  1.0 -2.4 -3.4 -1.2 -0.3 -1.3 -0.2 -6.7

Netherlands  1.0  1.3  1.7 -1.6 -2.8 -1.2 -0.5 -1.5 0.5 -5.4

Austria  1.5  1.8  1.7 -1.7 -3.4 -1.8 -0.2 -1.5 -0.1 -6.7

Poland  2.9  3.1  3.5 -2.7 -3.9 -1.4 0.2 -0.8 2.1 -7.6

Portugal  0.8  1.5  1.7 -1.5 -3.8 -2.8 -0.8 -2.3 -1.1 -7.8

Romania  2.3  2.5  2.3 -3.7 -4.2 -3.0 -1.4 -1.8 -0.7 -10.3

Slovenia  -0.1  1.3  1.2 -1.7 -2.7 -1.4 -1.8 -1.3 -0.2 -5.6

Slovakia  2.3  3.2  3.2 -3.2 -5.5 -1.1 -1.0 -2.4 2.1 -9.4

Finland  0.2  1.3  1.6 -3.0 -3.5 -0.8 -2.8 -2.2 0.8 -7.1

Sweden  2.5  3.3  2.5 -2.9 -5.2 -2.7 -0.4 -1.9 -0.3 -10.2

United Kingdom  2.5  2.4  1.6 -3.3 -3.7 -1.0 -0.8 -1.3 0.6 -7.6

Euro Area  1.2  1.8  1.7 1.9 3.2 1.8 -0.7 -1.4 0.0 -6.6

European Union  1.5  2.0  1.8 2.2 3.4 1.7 -0.7 -1.5 0.1 -7.0
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Table 9. Baseline and adverse scenario paths for price inflation

BASELINE INFLATION IN % DEVIATIONS IN PP ADVERSE GROWTH IN % LEVEL DEVIATION 
2016 IN %

2014 2015 2016 2014 2015 2016 2014 2015 2016

Belgium 0.9 1.4 1.5 -0.1 -1.3 -1.5 0.8 0.1 0.0 -2.8

Bulgaria 0.5 1.8 2.4 -0.3 -0.7 -0.5 0.2 1.1 1.8 -1.5

Czech Republic 1.0 1.8 2.2 -0.1 -1.8 -4.6 0.8 0.0 -2.4 -6.3

Denmark 1.5 1.7 1.8 0.0 -0.3 -0.7 1.5 1.5 1.0 -1.0

Germany 1.4 1.4 1.5 0.0 -0.4 -1.1 1.4 0.9 0.4 -1.5

Estonia 1.8 2.8 3.2 0.0 -0.4 -1.2 1.8 2.5 1.9 -1.6

Croatia 1.3 1.5 1.6 -0.1 -0.7 -1.8 1.3 0.8 -0.3 -2.5

Ireland 0.8 1.1 1.4 -0.1 -0.7 -1.1 0.7 0.4 0.3 -1.9

Greece -0.6 0.2 1.1 -0.4 -1.1 -1.8 -1.0 -0.9 -0.7 -3.3

Spain 0.3 0.9 1.3 0.0 -0.5 -0.5 0.3 0.4 0.8 -1.0

France 1.2 1.2 1.3 0.0 -0.5 -1.6 1.1 0.7 -0.3 -2.2

Italy 0.9 1.3 1.8 0.0 -0.3 -1.2 0.9 1.0 0.6 -1.4

Cyprus 0.4 1.4 1.7 -0.1 -0.7 -0.8 0.4 0.8 1.0 -1.5

Latvia 1.9 2.1 1.8 -0.7 -2.6 -3.4 1.2 -0.5 -1.6 -6.4

Lithuania 1.1 1.9 2.5 -0.1 -0.2 -1.0 1.0 1.8 1.4 -1.2

Luxembourg 1.5 1.7 1.8 0.0 -0.2 -0.6 1.5 1.6 1.2 -0.7

Hungary 1.2 2.8 2.4 -0.1 -0.4 -1.2 1.1 2.4 1.2 -1.5

Malta 1.2 1.9 1.8 -0.2 -0.6 -1.3 1.0 1.3 0.5 -2.0

Netherlands 1.1 1.3 1.6 -0.2 -1.2 -1.0 0.9 0.1 0.6 -2.3

Austria 1.8 1.8 1.9 -0.4 -0.6 -0.7 1.4 1.3 1.2 -1.6

Poland 1.4 2.0 2.4 -0.4 -2.0 -2.5 0.9 0.0 -0.1 -4.7

Portugal 0.8 1.2 2.0 0.0 -1.1 -2.7 0.7 0.1 -0.7 -3.7

Romania 2.4 3.4 2.6 -0.4 -1.7 -3.3 2.0 1.7 -0.8 -5.2

Slovenia 0.8 1.3 1.6 -0.3 -1.2 -1.4 0.5 0.0 0.2 -2.8

Slovakia 0.7 1.6 1.4 -0.3 -2.3 -3.7 0.4 -0.7 2.3 -6.1

Finland 1.7 1.6 1.7 -0.6 -2.6 -2.5 1.1 -1.0 -0.8 -5.6

Sweden 0.9 1.8 2.1 -1.1 -3.6 -4.6 -0.2 -1.8 -2.5 -8.8

United Kingdom 2.0 2.0 2.1 -0.3 -1.9 -3.3 1.7 0.1 -1.2 -5.3

Euro Area 1.0 1.3 1.5 -0.1 -0.6 -1.3 1.0 0.6 0.3 -1.9

European Union 1.2 1.5 1.7 -0.1 -1.0 -1.7 1.1 0.6 0.0 -2.8
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Table I 0. Baseline and adverse scenario paths for the unemployment rate

BASELINE INFLATION IN % DEVIATIONS IN PP ADVERSE GROWTH IN %

2014 2015 2016 2014 2015 2016 2014 2015 2016

Belgium 8.5 8.2 8.0 0.2 1.4 3.0 8.7 9.6 11.0

Bulgaria 12.7 12.1 12.0 0.2 1.0 1.8 12.9 13.2 13.8

Czech Republic 6.8 6.6 6.7 1.6 3.2 4.4 8.4 9.8 11.1

Denmark 6.9 6.7 6.5 0.8 3.0 4.5 7.7 9.7 11.0

Germany 5.2 5.1 5.2 0.2 0.9 1.8 5.4 6.0 7.0

Estonia 8.3 7.7 7.7 1.0 4.8 6.5 9.3 12.5 14.2

Croatia 17.6 17.2 17.7 0.9 3.3 5.5 18.5 20.5 23.2

Ireland 11.9 11.2 11.4 0.5 1.7 2.6 12.4 12.9 14.0

Greece 26.0 24.0 19.5 0.4 1.3 2.1 26.5 25.3 21.6

Spain 25.7 24.6 23.2 0.6 2.2 3.9 26.3 26.8 27.1

France 11.0 11.0 10.9 0.1 0.6 1.3 11.1 11.6 12.2

Italy 12.6 12.4 12.0 0.3 1.3 2.4 12.9 13.7 14.4

Cyprus 19.2 18.4 17.0 0.5 1.0 1.4 19.6 19.4 18.4

Latvia 10.5 9.2 10.7 1.8 5.0 7.1 12.3 14.2 17.8

Lithuania 10.4 9.6 9.8 0.9 3.7 5.3 11.3 13.3 15.1

Luxembourg 6.0 5.9 5.8 0.0 0.1 0.2 6.0 6.0 6.0

Hungary 9.6 9.3 9.6 0.2 1.2 2.1 9.8 10.6 11.7

Malta 6.4 6.4 6.4 0.2 0.9 1.4 6.7 7.3 7.8

Netherlands 7.4 7.2 6.8 0.1 1.4 2.8 7.5 8.5 9.6

Austria 4.8 4.7 4.7 0.2 0.8 1.4 5.0 5.5 6.1

Poland 10.3 10.1 9.1 0.9 3.3 4.8 11.2 13.4 13.9

Portugal 16.8 16.5 14.5 0.4 1.7 2.8 17.2 18.2 17.3

Romania 7.2 7.1 7.2 0.5 1.5 2.0 7.7 8.6 9.2

Slovenia 10.8 10.7 10.7 0.4 1.6 2.6 11.2 12.3 13.3

Slovakia 13.9 13.4 13.0 0.5 1.7 3.3 14.3 15.1 16.3

Finland 8.3 9.1 7.9 1.1 3.2 3.3 9.4 11.4 11.2

Sweden 7.7 7.3 7.2 0.9 3.5 5.4 8.6 10.8 12.6

United Kingdom 6.8 6.5 6.4 1.9 4.4 5.1 8.7 10.9 11.5

Euro Area 12.0 11.7 11.3 0.3 1.2 2.2 12.3 12.9 13.5

European Union 10.7 10.4 10.1 0.6 1.9 2.9 11.3 12.3 13.0
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Table 11. Residential property price impact under baseline and adverse scenarios (growth 
rates in per cent, deviations in percentage points)

BASELINE INFLATION IN % DEVIATIONS IN PP ADVERSE GROWTH IN % LEVEL DEVIATION 
2016 IN %

2014 2015 2016 2014 2015 2016 2014 2015 2016

Belgium -0.8 -0.1 0.9 -11.7 -10.3 -5.1 -12.5 -10.4 -4.2 -24.9

Bulgaria 2.5 5.9 7.4 -8.6 -9.5 -7.1 -6.2 -3.6 0.2 -22.2

Czech Republic 1.2 2.6 2.8 -7.5 -8.3 -5.8 -6.4 -5.6 -2.9 -19.7

Denmark 4.0 4.5 4.9 -14.5 -8.9 -2.6 -10.5 -4.4 2.4 -23.2

Germany 4.9 7.0 7.9 -9.4 -8.9 -5.6 -4.5 -1.8 2.3 -20.8

Estonia 8.2 9.4 8.9 -6.1 -2.6 0.0 2.2 6.8 9.0 -7.8

Croatia -4.0 1.3 2.8 -7.4 -8.1 -4.6 -11.4 -6.7 -1.8 -18.9

Ireland 3.6 6.9 7.9 -7.1 -7.9 -6.5 -3.5 -0.9 1.4 -18.9

Greece -7.7 -3.7 -1.2 -3.5 -6.2 -6.7 -11.1 -9.9 -7.9 -16.1

Spain -4.3 0.3 3.6 -3.1 -3.3 -2.8 -7.4 -3.0 0.9 -8.9

France -1.6 -1.0 0.5 -11.2 -11.5 -6.3 -12.8 -12.4 -5.9 -26.6

Italy -3.4 -0.7 2.0 -4.6 -4.1 -5.3 -7.9 -4.7 -3.3 -13.4

Cyprus -7.0 -5.2 -2.0 -4.9 -5.8 -5.0 -11.9 -11.0 -7.0 -15.6

Latvia 6.0 5.7 5.4 -7.6 -7.6 -5.2 -1.6 -1.8 0.3 -18.0

Lithuania 4.0 7.2 8.9 -7.4 -8.3 -5.9 -3.3 -1.1 2.9 -18.9

Luxembourg 6.8 8.3 8.5 -11.7 -8.0 0.0 -4.9 0.3 8.5 -17.5

Hungary 1.4 6.4 8.8 -7.3 -4.9 -1.0 -6.0 1.6 7.9 -12.3

Malta 2.1 2.4 2.2 -7.7 -8.6 -5.1 -5.6 -6.2 -2.9 -19.6

Netherlands -2.1 2.1 5.0 -7.2 -8.0 -7.4 -9.3 -5.9 -2.4 -20.6

Austria 2.9 3.2 3.8 -7.1 -5.7 -1.5 -4.2 -2.5 3.2 -13.2

Poland 2.3 3.3 4.1 -5.7 -10.1 -12.9 -3.5 -6.7 -8.8 -25.4

Portugal -5.6 -3.9 -1.3 -3.7 -3.6 -3.3 -9.3 -7.5 -4.6 -10.6

Romania 1.1 3.0 5.0 -13.2 -14.1 -12.2 -12.2 -11.1 -7.2 -33.7

Slovenia -4.4 -2.3 -0.2 -4.4 -5.9 -5.6 -8.8 -8.1 -5.8 -15.4

Slovakia 0.9 2.4 4.0 -7.9 -8.7 -6.4 -7.0 -6.3 -2.4 -20.9

Finland 3.6 4.7 5.8 -12.4 -14.4 -6.2 -8.8 -9.7 -0.4 -28.5

Sweden 2.6 2.2 1.5 -13.7 -12.9 -6.4 -11.1 -10.7 -4.9 -29.1

United Kingdom 4.9 5.1 3.5 -12.4 -13.8 -7.8 -7.5 -8.8 -4.2 -29.2

Euro Area -0.2 2.1 3.8 -7.8 -7.7 -5.3 -8.0 -5.7 -1.5 -19.2

European Union 0.9 2.7 3.8 -8.7 -8.8 -5.8 -7.9 -6.2 -2.1 -21.2
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Table 12. Commercial property price impact under baseline and adverse scenarios (growth 
rates in per cent, deviations in percentage points)

BASELINE INFLATION IN % DEVIATIONS IN PP ADVERSE GROWTH IN % LEVEL DEVIATION 
2016 IN %

2014 2015 2016 2014 2015 2016 2014 2015 2016

Belgium -1.6 -1.6 -1.5 -2.5 -3.1 -1.6 -4.1 -4.6 -3.1 -7.1

Bulgaria 1.5 3.1 3.6 -5.3 -5.1 -3.7 -3.8 -2.0 -0.1 -13.1

Czech Republic -1.7 -1.4 -1.3 -2.3 -2.9 -2.0 -4.0 -4.3 -3.4 -7.2

Denmark 3.5 4.9 5.3 -15.2 -8.3 -2.8 -11.7 -3.4 2.5 -23.5

Germany 4.7 6.4 7.1 -4.8 -7.4 -6.1 -0.1 -1.0 1.0 -16.2

Estonia 3.2 5.3 5.5 -4.3 -4.2 -3.3 -1.1 1.0 2.2 -10.9

Croatia -2.0 0.0 1.2 -4.7 -5.2 -3.3 -6.7 -5.2 -2.2 -12.7

Ireland 0.2 0.9 2.7 -4.6 -6.7 -5.1 -4.4 -5.8 -2.5 -15.4

Greece -3.7 -0.8 0.6 -2.2 -3.7 -4.1 -5.9 -4.5 -3.5 -9.7

Spain -1.4 0.3 1.7 -1.4 -2.6 -2.3 -2.8 -2.2 -0.6 -6.1

France 1.4 2.5 3.5 -3.0 -5.1 -4.1 -1.6 -2.6 -0.6 -11.5

Italy -1.0 0.5 2.3 -2.8 -3.2 -3.9 -3.9 -2.7 -1.6 -9.5

Cyprus -4.9 -3.5 -0.5 -3.0 -3.0 -2.5 -7.9 -6.5 -3.0 -8.5

Latvia 3.8 4.7 4.3 -6.5 -9.1 -4.9 -2.7 -4.4 -0.7 -18.5

Lithuania 3.5 4.1 4.7 -5.4 -6.7 -4.7 -1.9 -2.6 0.0 -15.2

Luxembourg 2.9 3.8 3.8 -6.6 -3.2 -0.1 -3.7 0.5 3.8 -9.4

Hungary -0.3 2.3 3.5 -3.7 -3.5 -2.2 -4.0 -1.1 1.3 -9.0

Malta -0.3 0.9 1.5 -4.5 -4.1 -1.9 -4.8 -3.3 -0.5 -10.2

Netherlands -2.5 0.5 2.7 -4.6 -6.4 -5.5 -7.1 -5.9 -2.7 -15.6

Austria 0.6 0.7 0.7 -1.5 -1.5 -0.6 -1.0 -0.9 0.2 -3.6

Poland 1.9 3.9 2.9 -2.2 -9.0 -7.5 -0.4 -5.2 -4.7 -17.2

Portugal -1.8 -1.0 0.1 -1.6 -1.8 -1.8 -3.4 -2.8 -1.7 -5.2

Romania -0.9 1.1 3.0 -7.7 -6.4 -5.7 -8.6 -5.2 -2.7 -18.3

Slovenia 0.3 -0.7 1.6 -1.1 -3.6 -2.6 -0.8 -4.3 -1.0 -7.2

Slovakia 1.0 0.9 1.8 -5.0 -5.2 -4.1 -4.0 -4.3 -2.2 -13.5

Finland 1.7 2.1 2.5 -8.0 -7.1 -2.0 -6.2 -5.0 0.5 -15.9

Sweden 1.6 2.2 2.0 -9.2 -11.2 -6.1 -7.5 -9.0 -4.1 -23.8

United Kingdom 4.1 4.2 2.9 -11.7 -12.7 -6.1 -7.6 -8.5 -3.2 -26.7

Euro Area 1.0 2.5 3.6 -3.5 -5.0 -4.2 -2.4 -2.5 -0.6 -11.7

European Union 1.5 2.8 3.4 -5.1 -6.5 -4.6 -3.6 -3.7 -1.2 -14.7
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