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European Bank Fundamentals: Steady Improvement
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Non-performing loans at historically low
levels: outlook stable/slightly higher
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European Insurance Fundamental Outlook for 2025: More of the same...

o Life

 Non-life

e Reinsurance

* Profitability

» Regulation

* Solvency

* Supply, Calls & tenders

Stable - reinvestment yields healthy
Stable - inflation still a risk

Stable - rate of tariff increases likely to slow

Stable

IRRD; UK Sll reforms

Stable to lower - capital returns/M&A

Continued calls; End of Sl grandfathering led supply

Senior:
Market perform

Subordinated:
Market perform
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Regulation - Banks

Proposed Regulation

Basel 4 (CRR 3/ CRD 6)

CMDI
(Crisis Management &
Deposit Insurance)

Funding & liquidity

Timing
2025/26

5-7 year phase-in

20267
Trilogue discussion

Unknown
Lessons from CS

Impact

Modest increase in RWA
Less than initially thought

Depositor preference
Implications for NPS/PS

Unknown
Possibly tighter LCR/NSFR
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European Banks: CRE Exposure

Deuteche Bank

Largest exposure as % Total Ezfaile % of
of total loans 1H24 Loans Activities Total Deutsche Bank: CRE Exposure
Swenska Handelsbanken ~ SEK 2,435,643 783,479 32.2% EUR mn 30-Sep-24
Nykredit BRSNS 1,512,552 eseigeg  23.6% Real Estate Activities (NACE) 48,743
Swedbank SEK 1,805,142 411,028 22.8%
o/w non-recourse 24,273
Danske Bank DKK 1,911,014 418,353 21.9% _
o/w stress tested portfolio 20,904
SEB SEK 1,991,431 365,166 18.3%
Nordea EUR 269,451 47,449  17.6% Other Sectors (non-recourse) 12,681
Erste Group Bank EUR 206,464 32,430 15.7% o/w stress tested portfolio 9,035
Source: Pillar 3 Reports Total Non-Recourse CRE 36,955
Commercial Real Estate Loans o/w Stress Tested CRE Portfolio 29,940
Largest exposure as % Total CRE % of Source: Deutsche Bank Interim Report
of total loans 1H24 Loans Loans Total
AIB Group EUR 68,882 9451 13.7% « €15 bnin the US: exposure to the Office sector €7 bn.
Swvenska Handelsbanken  SEK 2,435,643 329,000 13.5%
° 0, 0 i
Swedbank SEK 1805142 215441 11.9% 1.4% of total group loans and 23% of the stress tested CRE portfolio.
DNB NOK 2,019,179 233,643 11.6% ° Average LTV on US Office 839%.
Nykredit DKK 1,512,552 168,670 11.2%
. : . . 0
Erste Group Bank EUR 206,464 21600  10.5% US CRE impairments €320 mn in 9M24, 78% of overall CRE charge.
SEB SEK 1,991,431 192949  9.7% « €13 bn of US CRE loans modified, restructured or into default since June 2023.

Source: Interim Reports & Investor Presentations

@y CreditSights

5 Source: Annual & Interim Reports, Pillar 3 Reports, Investor Presentations



Euro Banks: Pref/OpCo Senior Ratings Distribution

60% French, German,
Spanish, UK

50%

Positive ratings moves driven by

idiosyncratic factors
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[talian &
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A BBB BB or less
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Euro Banks: Breaking Down Total Operating Income
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Bank AT1 Calls 2025: Deutsche Bank

XS1071551474 US251525AN16
Coupon 4.789% 7.5%
Amount $1.25bn $1.5bn
Next call date 30 Apr 25 30 Apr 25
First call date 30 Apr 20 30 Apr 25
Reset 8.52% (MS+435.8 bp) *9.20% (MS+500.3 bp)
New $ PerpNC5 (estimate) 7.75% 7.75%
Interest saved (over 5 years) $50 mn $100 mn
FX loss on redemption (RWA bp) €290 mn (8 bp) €240 mn (7 bp)
AT1 as % of RWA (optimal 2.0%) 3.19% 3.19%

* LIBOR phase-out: last quote

8 Source: CreditSights CoCo Database
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Euro Financials: FY25 Maturities, Calls, Supply

European Insurers FY25 Refinancing: Maturities and Calls

Euro Banks FY25 Refinancing: Maturities & Calls EUR mn eqvt Maturities First & Next Calls Total % of total
EUR mn eqvt Maturities First Calls Next Calls Total % of total fGrha”d;j Compliant  Other
athere
Senior 86,318 14,884 - 101,202 32.0%
Seni 1,376 - 1,895 - 3,270 13.0%

Sub-senior 30525 93365 ; 132,800 42.1% ener- ’

] o Dated Tier 2 626 1,413 3,685 2,475 8,199 32.5%
Tier 2 il 15,846 - 30,960 pEEEE Perp Tier 2 ; 2,500 2,636 1,750 6,886  27.3%
AT1 = 36,640 3,377 40,017 12.7% Tier 3 186 i i i 186 0.7%
Legacy - - 1,774 1,774 0.6% RT1 - - 1,425 60 1,485  5.9%
Total 149,957 160,735 5151 315,843 100.0% Tier 1 & CMS perps - 5.180 i i 5180  20.6%
Source: Bloomberg, CreditSights, Data based on bonds we track Total 2188 9.093 9641 4.284 25 206 100.0%

Other consists of names that we don't cover or where grandfathering status has not been disclosed.
Source: Bloomberg, CreditSights. Data based on bonds that we track.

2025 forecast: €90 - 110 bn eqvt in pref senior, * YTD 2024 issuance broadly matched

issuance will be opportunistic Maturities & Calls o
« €130-40 bn in sub-senior, similar to FY24 « 2025 forecast: €25-30 bn eqvt mainly in Tier 2
« €40 bneqvtof Tier 2, similar to FY24 &RT1...so similar to FY24 _
e €35-40 bn of AT1s; 1H25 mostly refinanced « Expect more tenders funded by new issuance
already via tenders esp with Sl grandfathering expiring
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Euro Financials: Insurance cheapening up versus banks

OAS Index differential (bp)
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EUR Ins Tier 2 - Bank Tier 2 differential

Core bank AT1 now trading flat to RT1
Ins Tier 2 widening versus banks

Insurance bond spread correlations in EUR
2020 to present 2020 2021 2022 2023 2024

Ins Senior vs Bank Pfd Senior 71% 61% 92% 60%
Ins Senior vs Bank Sub-senior 84% 74% 89% 64%
Ins T2 vs Bank Tier 2 97% 93% 97%

EURRTL s ATL 57% 78% 66%
EUR RT1 s core bank AT1 41% 56%
GBP RT1 s ATL 87% 73% 79%
EUR RT1 vs EUR corporate hybrids 46% 7%

EURRT1 vs SXP -69% -67/%

* Follow the leader... Insurance spreads highly
correlated to bank spreads esp Tier 2

» Expect this to continue in absence of catalysts

* Supply unlikely to be disruptive

* Fundamental picture should remain attractive
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This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.

© 2024. CreditSights, Inc. All rights reserved.
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