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Portuguese banking system  |  3rd quarter of 2022 

Balance-sheet structure 

In the third quarter of 2022, total assets 
increased by 1.1%. Loans to credit 
institutions and other assets (mostly 
derivatives) contributed to this increase by 
0.3 p.p. and 0.5 p.p. respectively. 

The loan-to-deposit ratio narrowed by  
0.2 p.p. to 79%, due to a 0.6% rise in 
customer deposits, mitigated by a 0.3% 
increase in loans to customers. The weight 
of central bank funding decreased by  
0.2 p.p., to 8.7% of assets. 

The liquidity coverage ratio (LCR) stood at 
254%, decreasing by 8 p.p. from June 2022. 
This effect was due to a decrease in highly 
liquid assets and an increase in net liquidity 
outflows, whose contributions to the 
reduction in the ratio were 3.7 p.p. and  
4.5 p.p. respectively. 

Asset quality 

In the third quarter of 2022, the gross non-
performing loans (NPL) ratio decreased by 
0.2 p.p. to 3.2%, mainly reflecting a decrease 
in NPLs (-5.0%). The NPL ratio net of 
impairments stood at 1.5% (-0.1 p.p.). 

Gross NPL ratios of NFCs and households 
fell by 0.4 p.p. and 0.1 p.p., to 7.2% and 2.5% 
respectively, and the decrease in NPL was 
the main driver behind these developments. 

The NPL coverage by impairment ratio 
increased by 0.9 p.p. to 53.6%, reflecting a 
decrease in NPLs that exceeded that of 
accumulated impairments. NFCs rose by 1.3 
p.p. to 54.5%. The coverage ratio for 
households stood at 52.3%, decreasing by 
0.3 p.p. to 34.4% and 63.7% in the segments 
of housing and consumption and other 
purposes respectively. 

The non-financial private sector’s stage 2 
loan ratio stood at 11.5% (+ 0.3 p.p.). In the 
household segment, the ratio increased by 
0.5 p.p. to 8.6%, while for NFCs it remained 
stable at 16.3%.  

Chart 1  •  Central bank funding  
and loan-to-deposit ratio 

 

Source: Banco de Portugal. 

 

Chart 2  •  NPL ratios  

 

Source: Banco de Portugal. 

 

Chart 3  •  NPL coverage ratios 

 

Source: Banco de Portugal. 
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Profitability 

In the first three quarters of 2022, return on 
assets (ROA) and return on equity (ROE) rose 
year on year, to stand at 0.66% (+0.2 p.p.) 
and 8.3% (+2.9 p.p.) respectively. 
Developments in profitability reflected the 
decline in provisions and impairments 
(+0.22 p.p. contribution to the ROA) and the 
increase in net interest income (+0.19 p.p. 
contribution to the ROA).  

The loan loss charge decreased by 0.16 p.p. 
compared with the same period a year 
earlier, to 0.22%. 

The cost-to-income ratio fell by 3.4 p.p. year 
on year, to 49.9%, reflecting a greater 
increase in total operating income (-5.3 p.p. 
contribution) than in operational costs  
(+1.8 p.p. contribution).  

Solvency  

In the third quarter of 2022, both the total 
capital ratio and the Common Equity Tier 1 
(CET1) ratio decreased by 0.4 p.p. to 17.2% 
and 14.6% respectively. The main 
contribution to these developments was the 
decrease in own funds, amid a slight 
reduction in total risk exposure. 

The average risk weight dropped by 0.5 p.p. 
to 42.4%, due to an increase in the share of 
lower risk components in assets. 

The leverage ratio decreased by 0.3 p.p. 
from the previous quarter, to 6.3%.  

Chart 4  •  Return on equity (ROE), return 
on assets (ROA) and recurring operating 
result  

 

Source: Banco de Portugal. 

 

Chart 5  •  Cost-to-income and loan loss 
charge ratios 

 

Source: Banco de Portugal.  

 

Chart 6  •  Own funds ratios and leverage 
ratio 

 

Source: Banco de Portugal. 

Note: RWA means risk-weighted assets. Total exposure includes 
total assets, derivatives and off-balance sheet positions, and may 
exclude exposures to central banks upon authorisation of the 
supervisory authority.
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Table 1  •  Portuguese banking system indicators (a) 
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