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Portuguese banking system – 3rd quarter of 2019 

Balance-sheet structure 

Compared to the previous quarter, banking 
system’s total assets increased by 0.2%, 
mainly via loans to other credit institutions, 
which increased by 9.7%, and debt securities 
held (a 0.6% increase), particularly of 
non-financial corporations. Conversely, cash 
balances at central banks declined by 5.5%.  

Funding from central banks decreased by 
4.5%, standing at 4.7% of assets in 
September 2019. Net interbank funding 
declined by 8.8%, due to the 
aforementioned increase in loans to other 
credit institutions and the 2.9% decrease in 
deposits from other credit institutions, 
standing at 4.9% of assets. 

The loan-to-deposit ratio posted a 0.2 p.p. 
decline to 88%, and the liquidity coverage 
ratio decreased by 1.4 p.p. to 210.9%, 
remaining considerably above the minimum 
regulatory requirement (100%). 

  

Asset quality 

Non-performing loans (NPLs) decreased by 
€1.7 billion (7.3%) in the third quarter of 
2019. The NPL ratio declined by 0.6 p.p. to 
7.7%. The NPL ratio net of impairments 
decreased by 0.4 p.p. to 3.6%. 

The stock of non-performing loans in the 
NFC segment declined by €1.1 billion (7%), 
with a 0.9 p.p. decrease in the NPL ratio, to 
15.7%. The stock of NPLs in the household 
segment decreased by €596 million (9.4%), 
with a 0.4 p.p. decrease in the NPL ratio, to 
4.0%. 

The NPL impairment coverage ratio 
increased by 1.2 p.p. to 53.5%. The 
impairment coverage ratio increased by 
1.5 p.p. in the NFC segment and 1.1 p.p. in 
the household segment, to 58.5% and 42.2% 
respectively. 

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 

Until the end of the third quarter of 2019, 
banking system’s return on assets (ROA) 
remained stable compared to the same 
period in 2018, standing at 0.8%. Return on 
equity (ROE) rose 0.4 p.p. to 9.1%. 

The stability of ROA reflected, on the one 
hand, the 4.2% increase in net interest 
income and, to a lesser extent, the 20.5% 
decrease in the net flow of provisions and 
impairments. On the other hand, these 
positive contributions were offset by a 36.3% 
deterioration in income from financial 
operations, a 2.4% increase in operational 
costs and a 26.2% decrease in other results. 

The banking system’s efficiency, as 
measured by the cost-to-income ratio, 
decreased year on year, reflecting the said 
increase in operational costs, which was 
greater than growth in total operating 
income. 

  

Solvency  

In the third quarter of 2019, the total capital 
ratio rose by 0.3 p.p. to 16.4% as a reflection 
of the issue of additional Tier 1 and Tier 2 
eligible instruments by two larger 
institutions.  

The leverage ratio rose by 0.1 p.p. to 7.8%, 
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 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.
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Table 1  •  Portuguese banking system indicators (a) 
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