
 

 1 

Portuguese Banking 
System: latest 
developments 

1st quarter 2019 
 



 

Lisbon, 2019  •  www.bportugal.pt 

 

Cut-off date: 19 June 2019. 
 

Portuguese Banking System: latest developments  •  Banco de Portugal  Rua Castilho, 24 | 1250-069 Lisboa  •  

www.bportugal.pt  •  Edition  Financial Stability Department  •  Design  Communication and Museum Department  |  Design 

Unit •  ISSN 2183-9646 (online) 

file://bdp.pt/dfs/dcm/grupos/DCMPI/Ativo/Publicacoes/Relatorios/Novo%20layout%202018/Template/www.bportugal.pt


 

 3 

 

P
o

rt
u

g
u

e
se

 B
a

n
ki

n
g

 S
ys

te
m

: l
a
te

st
 d

e
ve

lo
p

m
e

n
ts

  
• 

 1
st
 q

u
a

rt
e

r 
2

0
1

9
 

Portuguese banking system – 1st quarter of 2019 

Balance-sheet structure 

The banking system’s total assets increased 

by 1.2% from the last quarter of 2018, due to 

a rise of 5.9% in the debt securities portfolio 

(particularly public debt securities). This was 

partly offset by the reduction in cash and 

claims on central banks and cash balances at 

other credit institutions (-0.35 p.p. and -0.14 

p.p. of the change in assets respectively). 

Central bank funding dropped by 0.2 p.p. of 

assets to 5.1% in the first quarter, which was 

the lowest value recorded since the first 

quarter of 2010. 

The loan-to-deposit ratio posted a 1.3 p.p. 

decline to 87.7%, and the liquidity coverage 

ratio rose by 28.2 p.p., to 224.6%. 

 

Asset quality 

The stock of non-performing loans of NFCs 

and Households fell by around €900 million 

and €500 million respectively in the first 

quarter of 2019. This led to a total NPL ratio 

of 8.9% (4.3% net of impairments), a 0.5 p.p. 

drop from the end of 2018.  

Since its peak in June 2016, the NPL ratio fell 

9.0 p.p. (NFCs: -12.7 p.p.; Households: -4.5 

p.p.). This reflects a 52% reduction of the 

total NPL stock (NFCs: -51%; 

Households: -49%), i.e. a €26.0 billion 

decrease (NFCs: -€17.0 billion; Households:  

-€6.4 billion). 

In the first quarter of 2019, the NPL 

impairment coverage ratio increased by 0.3 

p.p. to 52.2%. The coverage ratio increased 

for both NFCs and Households.  

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 

The banking system’s return on equity (ROE) 

and return on assets (ROA) in the first 

quarter of 2019 posted a 0.7 p.p. and 0.1 p.p. 

decrease year on year respectively, to stand 

at 10.7% and 1.0%.  

The ROA decrease reflected the decline in 

profits from financial operations and the 

increase in provisions and impairments. The 

latter led to a 0.1 p.p. rise in the loan loss 

charge, to 0.4%. 

The cost-to-income ratio fell to 57.1% (57.9% 

in the first quarter of 2018) due to an 

increase in total operating income, against a 

background of stabilising operating costs.  

 

Solvency  

In the first quarter of 2019 solvency ratios 

recorded a sharp increase against the end of 

2018, with the total capital ratio and the 

Common Equity Tier 1 (CET1) ratio standing 

at 16.0% and 13.8% respectively. This 

reflects the incorporation of profits for 2018. 

The first ratio also reflected the issue of 

Additional Tier 1 instruments. 

The average risk weight dropped 0.2 p.p. vis-

à-vis the end of 2018 on account of, among 

other factors, the increase in the portfolio of 

public debt securities, which carry a 0% risk 

weight in the calculation of risk-weighted 

assets. 

The leverage ratio rose by 0.4 p.p. to 7.7%, 

remaining above the minimum benchmark 

defined by the Basel Committee on Banking 

Supervision (3%). This requirement will 

become mandatory as of the new CRR 

application date (28 June 2021). 

 

Chart 4  •  Return on equity (ROE), return on 

assets (ROA) and recurring operating result  

 

Source: Banco de Portugal. 

 

Chart 5  •  Cost-to-income and credit risk cost 

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.
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Quadro 1  •  Portuguese banking system indicators (a) 
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