Wide Angle Shot: This crisis is diﬀerent … in
CEE banking!
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Economists and analysts shall be cautious about drawing (pre-emptive) conclusions that
one crisis is diﬀerent from previous ones. But this is deﬁnitely true for banking sectors in
CEE in the COVID-19 context. There was no deleveraging like in the aftermath of Global
Financial Crisis (GFC). Moreover, proﬁtability returned quickly into double-digit territory
based on solid business models plus cautious pre-crisis underwriting (and lowish NPLs).
Not to forget that the mid-term outlook remains solid.
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Double-digit exposure increases in CE/SEE … (geo-)politics matter in EE but no
deleveraging
Compared to previous crisis times within the CEE region cross-border positions of
international banks towards the CEE region and countries increased in the context
of the COVID-19 crisis! Banks and international pan-European lenders were part of the
(systemic) crisis response in the region. However, this positive development on aggregate
masks certain regional diﬀerentiations. Cross-border positions (on a consolidated basis,
i.e. including local claims in LCY and FCY plus cross-border businesses) remained more
or less ﬂattish in the EE region over the last 12-24 months. Measured from December
2019 to June 2021, cross-border exposures to the EE region dropped by -4%, from June
2020 to June 2021 they increased by 8%. However, this ﬂattish development shall not
be seen to negative either. In the aftermath of the GFC (as well as in the context of the
Russia/Ukraine crisis in 2014) there was a brutal (external) deleveraging taking place for EE
banking exposures. Therefore, stability is also a certain success here. The more stagnant
development in EE stands in stark contrast to double-digit exposure increases towards
the CE/SEE banking sectors over the last 12-24 months (+12 % Dec 19 to Jun 21, + 14%
Jun 20 until Jun 21). In absolute terms exposures of Western banks to the CE/SEE region
are back to the levels we have seen prior to the GFC some 10 years ago (around USD
1000 bn). It goes without saying that the expansion this time around is much more
solid due to a moderate speed of expansion, while all major (Western) banking players
in the region are running loan-to-deposit ratios in the range of 70-80%.
The overall positive lending and cross-border banking exposure performance reﬂects
solid pre-crisis underwriting standards plus a substantial degree of accumulated
resilience in the CEE banking sectors and at major regional lenders. Moreover, we think
that the sketched regional divergences (EE vs. CE/SEE) reﬂect several structural factors.
Firstly, Western banks are sitting on market shares in the range of 40-90% in CE/SEE which
made them systemic actors in terms of crisis-ﬁghting, while Western banks are acting as
more selective niche players in the EE banking sectors (with single-digit market shares).
Secondly, ongoing geopolitical tensions are likely to be reﬂected in cautious (cross-border)
business strategies, while large-scale support in the EE economies was also provided by
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domestically owned (state-near) lenders. In light of the sketched trends the aggregated
exposure of Western banks towards the EE region has reached its lowest point in
relative terms over the last two decades in 2021. The reference to geopolitics is also
reﬂected in the fact that the relative trend-decline accelerated substantially from 2014
to 2016. During this period of time the share of the EE region in international banking
exposures dropped from 22% to 14% (based on substantial nominal cuts in exposures),
now hovering around 11%.
CEE: Share in consolidated cross-border claims (%)*
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Geopolitics matter for banking … but Russia (still) market to be and number three
in CEE!
The “winners” in terms of (relative) increased importance in cross-border exposures
in the CEE region are the CE countries. We see this trend as a reﬂection of relative
stability, solid growth in Czechia and Slovakia, a once again increasing attentiveness of
the Hungarian market, while exposures towards Poland are not really moving in either
direction recently (up or down). Overall, exposures of international banks towards the CE
region in relation to overall CEE exposures are currently standing at their highest level
since 2004 (close to 70% of total), while we still remain somewhat below historical peaks
in SEE (and obviously well below historical peaks in EE).
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It goes without saying that the majority of absolute and relative exposure reduction
towards the EE region over the last decade can be attributed to the Russian banking
market (representing some 90% of EE banking exposures). For the ﬁrst time over the
last two decades exposures of international banks towards Russia do represent less
than 10% of CEE exposures. Some further modest downside might be looming with the
partial exit of Citi from the retail market in Russia. However, we would not over-dramatize
this development either. In total exposure terms the Russian market represents still
the third-largest country level exposures of Western banks in international banking
statistics towards the CEE region, well behind Czechia and Poland, still somewhat ahead
of Slovakia and Romania.
CEE: Banking sector KPIs in crisis times
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(Post-)Covid Return on Equity in CEE banking back to 15%+ & 20%+ in EE
Positive exposure trends in the CEE region are deﬁnitely a reﬂection of solid business
models as reﬂected in lowish NPL ratios in the context of the COVID-19 crisis plus a
solid rebound of regional proﬁtability. Currently, the CEE NPL ratio stands at 6.8%,
its lowest levels over the last 5 years! Outside the EE region, NPL ratios are currently
in a range of 2.9-4.8%. These are NPL ratios of “Developed Markets” … but with a
totally diﬀerent return proﬁle attached. The average CEE Return on Equity (RoE) in the
respective banking sectors on aggregate currently stands at around 15%, ranging from
23% (!) in the EE region to 10-12% in the CE/SEE region; taking the CE-3 region (CH,
SK, HU) here as a benchmark with an average RoE at 12%, while the Polish market is still
struggling with a RoE in low single digits.
The increasing adaptiveness of economies to the COVID-19 pandemic instills cautious
optimism for the year 2022. Although a slowdown or normalisation of economic growth
might test the banking systems for unresolved credit risks (IFRS 9 stage 2 loans) as the
policy support eﬀects wane, these pressures should be seen moderate for the moment
thanks, inter alia, to the gained credit growth pace and rising interest rates that will
support the earnings momentum in the near term. Otherwise, the region will stay in the
spotlight for M&A activities, technological transformation and the evolving ESG agenda.
Altogether, the CEE banking market is seen to stay on an even keel and carry on the
solid performance into the next quarters.
Given all the trends and ﬁgures sketched previously we labeled our CEE Banking Report
2021 “As good as it gets in (post-)crisis times” (link to the full report, for registered users
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only). This title also reﬂects the hope that we are ﬁnally approaching post-crisis times in
the course of 2022. On a positive note recent balance sheet data also show that the two
largest lenders in CEE are (once again) two Austrian pan-European lenders (Erste +
RBI, the latter once again slightly ahead of the friendly competitor UniCredit).
For more info plus data on CEE banking sectors see the 2021 edition of our ﬂagship CEE
Banking Sector Report (for registered users):
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The CEE Banking Sector Report is a well-established co-creation and annual ﬂagship study
of Raiﬀeisen Research. Once a year the entire Raiﬀeisen Research teams in CEE and Vienna
analyze banking sector dynamics in the CEE region in detail. In addition to a granular country
coverage with local ﬂavour, we once again documented market shares, balance sheet totals
and ﬁnancials of the leading (Western) cross-border CEE banks. The same holds true for crosscountry trends for market shares, business dynamics, asset quality and proﬁtability.
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Risk notiﬁcations and explanations

Disclosure
Risk notiﬁcations and explanations
Warnings:

•

•
•
•

Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the development of
a ﬁnancial instrument, a ﬁnancial index or a securities service. This is particularly true in cases when the ﬁnancial instrument,
ﬁnancial index or securities service has been oﬀered for less than 12 months. In particular, this very short comparison period
is not a reliable indicator for future results.
Performance of a ﬁnancial instrument, a ﬁnancial index or a securities service is reduced by commissions, fees and other
charges, which depend on the individual circumstances of the investor.
The return on an investment in a ﬁnancial instrument, a ﬁnancial or securities service can rise or fall due to exchange rate
ﬂuctuations.
Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may deviate
from the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of a ﬁnancial
instrument, a ﬁnancial index or a securities service.
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A description of the concepts and methods used in the preparation of ﬁnancial analyses is available under:
www.raiﬀeisenresearch.com/concept_and_methods.
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Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context of
ﬁnancial analyses) is available under: www.raiﬀeisenresearch.com/sensitivity_analysis.
Disclosure of circumstances and interests which may jeopardise the objectivity of RBI: www.raiﬀeisenresearch.com/
disclosuresobjectivity
Detailed information on recommendations concerning ﬁnancial instruments or issuers disseminated during a period of 12 month
prior to this publication (acc. to Art. 4 (1) i) Commission Delegated Regulation (EU) 2016/958 of 9.3.2016) is available under: https://
raiﬀeisenresearch.com/web/rbi-research-portal/recommendation_history.

IMPORTANT LEGAL NOTICE
By opening and/or using the information, services, links, functions, applications or programmes (hereinafter: "contents") oﬀered
on this website, the user hereby agrees to be bound by the terms and conditions set out below:
Copyright law
The contents oﬀered on this website and subsites (hereinafter: the “RBI Research-Website”) are protected by copyright law. The
downloading or storage of applications or programmes contained on the RBI Research-Website and the (complete or partial)
reproduction, transmission, modiﬁcation or linking of the contents of the RBI Research-Website shall only be permitted with the
express and written consent of Raiﬀeisen Bank International AG ("RBI").
Information content, timeliness of information
The contents of the RBI Research-Website you are seeking to access is for information only and does neither qualify as investment
advice nor constitute or form part of any oﬀer to buy or sell any securities or other ﬁnancial instruments as deﬁned in Article 5 para
1 number 15 of EU Directive 2014/65 (“MiFID II”) in any jurisdiction or jurisdictions, (and must not be considered in any way as an
oﬀer or sale in relation to any securities or other ﬁnancial instrument). In particular, no securities have been or will be registered
under the United States Securities Act of 1933, as amended (the “Securities Act”), and no such securities may be oﬀered or sold in
the United States absent registration or exemption from registration under the Securities Act.
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RBI has made every eﬀort to ensure reliability in researching the information published on the RBI Research-Website or sent via RBI
Research-Website as well as in selecting the source of information used. Nonetheless, RBI does not assume any liability whatsoever
for the correctness, completeness, timeliness or uninterrupted availability of the information made available on the RBI ResearchWebsite or as regards the sources of information used.
The information contained on the RBI Research-Website as well as forecasts published on the RBI Research-Website are based on
the information available and the market assessment at the point in time stated in the respective publications. Certain information
on this website constitutes forward-looking statements. RBI does not assume and hereby as far as possible expressly excludes
any liability for the correctness, completeness or actual occurrence of the events described in the forward-looking statements.
Such statements are not guarantees of future performance and involve a number of risks, uncertainties and assumptions. Certain
ﬁnancial data (e.g. stock exchange prices) may in some cases only be published after a certain interval of time has lapsed as deﬁned
by the data vendor (usually about 15 minutes or previous day end-of-day quotes). Furthermore, please note that many of the times
are given in Greenwich Mean Time (GMT).
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You agree and acknowledge that the information and statements contained in the materials you are accessing on the RBI ResearchWebsite speak only as of the date of such document and such information and statements will become inaccurate, stale and/or
out-of-date thereafter. These materials should not be relied upon at any time for any investment decision.

6

RBI assumes no responsibility to maintain documents posted on the RBI Research-Website or to update any documents. Therefore,
users of the RBI Research-Website acknowledge that the content of documents available on the RBI Research-Website may not
show the most recent scenarios, analysis or conclusions.
Restricted access due to local regulations
Users of the RBI Research-Website can access some documents and information without registration requirements and without
further barriers (the respective area on the RBI Research-Website is hereinafter referred to as “Unrestricted Area”). By accessing
the Unrestricted Area, you agree and acknowledge that the materials on the RBI Research-Website may lawfully be made available
in accordance with the laws of the jurisdiction in which you are located.
Other documents are only available to persons who have registered themselves in accordance with the required procedure. The
part of the RBI Research-Website which can only be acceded by way of registration is hereinafter referred to as “Restricted Area”).
Due to the laws applicable in some jurisdictions or regulations imposed by capital market or securities authorities, some of the
information published on the RBI Research-Website (e.g. stock analyses) is not addressed to private individuals. In order to ensure
the enforcement of such local access restrictions, RBI retains the right to take any (technical) measures it may deem suitable for
restricting such information or segments of information subject to the aforementioned restrictions. The passing on of information
contained on the RBI Research-Website, which is subject to local access restrictions valid in certain countries, to the persons stated
in the relevant restrictions may constitute a breach of securities law or of other laws of said countries.
The distribution or dissemination of information published on the RBI Research-Website as well as the purchase and oﬀering of the
respective products in certain jurisdictions may be subject to restrictions or additional requirements. Persons who retrieve such
information from the RBI Research-Website or into whose possession such information comes are required to inform themselves
about and to observe such restrictions. In particular, the products to which such information published on the RBI ResearchWebsite refers, may generally not be purchased or held by U.S. persons (the term “U.S. person” refers to any legal/natural person
having its seat/residence in the U.S.A and any other person within the meaning given to it by Regulation S under the Securities
Act 1933 as amended).
Users of the Unrestricted Area should be aware that the documents available on this part of the RBI Research-Website are not
made available on the basis that any customer relationship is created between RBI and such user solely on the basis of such user
having access to the respective documents. The documents available in the Unrestricted Area are intended to be available to users
in the European Economic Area and in the United Kingdom.

PLEASE NOTE THE RISK NOTIFICATIONS AND EXPLANATIONS AT THE END

Links to websites or URLs of third-party providers
With the exception of the cases regulated under § 17 of the Austrian E-Commerce Act, RBI does not assume any liability for
the content of websites or URLs of other providers to which links are provided. Neither does RBI assume any liability for the
uninterrupted availability or full functionality of the links to websites or URLs of third parties.
Exclusion of liability
RBI makes no warranty and will accept no liability for any damages whatsoever (including consequential or indirect damages, or
lost proﬁts) relating to the access to the RBI Research-Website, the opening, use or querying of the contents on the RBI ResearchWebsite or relating to the links set up on the RBI Research-Website to websites or URLs of third parties. This applies also in cases
in which RBI points out the possibility of incurring such damages.
Furthermore, RBI shall not be liable for technical disruptions such as server breakdowns, operating disruptions or failures of the
telecommunications links and other similar events, which could lead to the (temporary) unavailability of the RBI Research-Website
as a whole or parts of it.
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Storage of registration data
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The content in the Restricted Area of the RBI Research-Website is only available to registered users. By sending the completed
online registration form, the user conﬁrms the completeness and correctness of the data given and also conﬁrms having truthfully
answered the questions asked. Furthermore, by sending the completed online form, the user hereby declares his or her consent
to the electronic processing of his or her registration data by RBI for both internal banking organisational purposes and for
transmission to other credit institutions within the Raiﬀeisen Banking Group, which may in turn also process, pass on or use such
data.
Changes to the RBI Research-Website
RBI retains the right to change and to remove the RBI Research-Website at any time (if necessary also without prior notice), in
particular as regards changing existing contents (in full or in part) and adding new contents.
General terms and conditions of business
For (authorised) users who use the services of RBI provided on the RBI Research-Website, the General Terms and Conditions of
Business, as amended, of RBI shall apply in addition to the terms and conditions of this Disclaimer.
Please also take note of the general information provided pursuant to § 5 of the E-Commerce Act!
Thomas SternbachLegal and ComplianceRaiﬀeisen Bank International AGAm Stadtpark 9, 1030 WienTel: +43-1-71707-1541Fax:
+43-1-71707-761541thomas.sternbach@rbinternational.com
IF YOU CANNOT SO CERTIFY, YOU MUST CLICK THE BUTTON LABELLED “I DECLINE” OR OTHERWISE EXIT THIS WEBSITE.
BY ACCESSING THE MATERIALS ON THIS WEBSITE, YOU SHALL BE DEEMED TO HAVE MADE THE ABOVE REPRESENTATIONS
AND CONSENTED TO DELIVERY BY ELECTRONIC TRANSMISSION.
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