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Second quarter 2011:

Rising interest rates, again

Sovereign debt crisis deepened 

Spanish 10Y Bond Risk Premium at 
historic maximum levels

Greece has become the first Western 
country to produce a selective default in 
more than 60 years

A  comprehensive plan that for the first 
time takes a holistic view of the crisis

Ongoing transformation of the Spanish 
banking system

� Spanish savings banks IPOs

� CAM

Without 
straying from 
the right path: 
business as 

usual

H1 2011, no room for boredom
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152.5%

132.6%

1 H07 1 H11

-19.9 pp
43.6

35.6 37.3

2007 2010 Jun-11

Operating income/Employee (€/Emp.)

A remarkable capacity to analyse unprecedented situ ations, make appropriate decisions and reposition

Tier1 and Core Capital Business Volume

Liquidity: Gap loans/deposits Profitability (in quarterly terms)

4 years into the crisis

7 quarters of 

negative GDP 

growth

in Spain

6.33%

8.26% 8.46%
9,11%

 (*)

5.89% 6.10%

6.93% 7.18% 7.46%

10.55% 10.63% 10.76%

4 %

7 %

1 1 %

1H07 2007 2008 2009 2010 1H11

Core Capital

Tier 1

+383bps

+322bps

(*) Core Capital and Tier 1 under Basel III

21,334

16,033

20,428

13,163

2007 Jun11
Loans Deposits

+21.8%

+4.4%

€Mn
33,591

37,367+11.2%
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7.41%

10.00%

8.31%

10.43%

9.11%

10.76%

Core Tier 1

1H2009 1H2010 1H2011

Banco Pastor: Tier 1 and Core Capital performance

Reality bites

Business & 

Funding

Risk 

Management

Cap
ita

l 
Bas

e

+76 bps

+170 bps

Pro
fit

abilit
y

Anticipating Basel III: 

Eliminating €152Mn of 
minority interests

Including €252Mn of 
mandatory convertible bond 
issue

€1.97 Bn of Tier1 and €1.67 
Bn of Core Capital

Tier 1 ratio reaches 10.76%

BIS ratio stands at 11.16%

Capital Base

Increased solvency levels
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Capital Base

So far, so good

Sound capital position ( Core Tier 1)

8.70% 8.79%

9.11%
9.27%

9.84%

Bank 1 Bank 4 Pastor Bank 2 Bank 3
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“When I use a word… it means just what I choose it t o mean”
Humpty Dumpty appears in Lewis Carroll's 
Through the Looking-Glass (1872), where 
he discusses semantics and pragmatics 
with Alice:

“When I use a word,”
Humpty Dumpty said, in rather 
a scornful tone, “it means just 

what I choose it to mean, 
neither more nor less.”

“The question is,” said Alice, 
“whether you can make words 

mean so many different 
things.”

“The question is,” said 
Humpty Dumpty, “which is to 

be master, that’s all.”

Note: This passage was used in 
Britain by Lord Atkin and in his 

dissenting judgement in the 
seminal case Liversidge v. 
Anderson (1942), where he 

protested about the distortion of 
a statute by the majority of the 

House of Lords.



8

Capital Base
Banco Pastor exceeded in 60 bps the pass mark set b y 
EBA EU Stress Test in the adverse scenario

Pastor reached a 5.6% Core Tier 1 capital ratio 
including existing provisions and the mandatory con vertible bond issue

No need to increase capital post stress test.

No public funds: 2011 Stress Test impairs financial entities that ch ose to issue mandatory convertible bonds and to 
capitalise profits by allocating provisions for gen eric and substandard funds to cover credit risk, wh ile favouring entities 
that received public funds from the Orderly Bank Re structuring Fund (FROB).

An unlikely scenario: The adverse scenario, based upon macroeconomic hypo thesises which are particularly tough for 
Spain, is only 0.5% likely to occur.

Measures taken by Banco Pastor in order to strength en core capital have been already put in place and accounted for.
Therefore they should not be treated as “taken or p lanned” mitigating measures, eliminating uncertainty  regarding its 
effectiveness on the bank´s resilience.

The calculation method for impairment losses penali zes Banco Pastor which does not use the Advanced IRB System.

Our mandatory convertible bond issue provides equit y-like benefits and is recognised as such by the Sp anish Supervisor:
Exceptional clause included: Should it be deemed ne cessary, conversion will take place any time before  it is due upon the 
decision of BoE or another competent authority.

No Spanish bank is

required to increase its

capital as a result of the

EBA stress test 
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139.1%

132.6%

136.3%

2010 1Q11 1H11

Business & Funding

Loan / Deposit Ratio (%) Giving a twist to the commercial gap

Pro
fit

abilit
y

Cap
ita

l 
Bas

e

Business & 

Funding

Risk 

Management

Resilient deposit base

-168 bps YoY and -650 bps YTD 

-650 bps YTD improvement driven by the Smart Growth  Plan

-382

351

482

4Q10 1Q11 2Q11

€833Mn 

in 6 months
€ Mn
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1H 

2011 

€Mn

%  

Var. 

YoY

% 

Total

TOTAL DEPOSITS 15,833 7.4% 100%

Spanish PP.AA. 437 -38.5% 2.8%

Other domestic 

sectors
13,813 12.1% 87.2%

Other non-resident 

sectors
1,583 -7.4% 10.0%

Business & Funding

Deposit growth drivers Total deposit growth (%) Household and SME deposits

Gathering deposits from households and SMEs at an 
accelerating pace

In the first 6 months, 43,364 new customers (+3.1% 
YoY) and +7.4% growth in deposits

From an average of 3,000 customers/month
to more than 7,200 new customers/month in H1

7.4%

5.3%

1.2%

-2.2%

YoY GrowthYTD Growth

Pastor Sector

Note: Deposits at amortised cost

Sector Data as of May 2011

16.8% 17.4%

-1.0%

1.4%2.0%

20.6%

Household
deposits

YTD

SME
deposits

YTD

Total time
deposits

YTD

Total sector Pastor
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Business Volume Market Share in Galicia

Business & Funding

Data as of March 2011 on Banks and Savings Banks

Market share skyrocketing in Galicia

+113 bps in one year and +61 bps in just 3 months

11.22%

10.09%

10.43%10.35%

10.61%

Mar-10 Jun-10 Sep-10 Dec-10 Mar-11

+113bps

YoY

º

26 bps

61 bps

18 bps

8 bps
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Banco Pastor Market share growth March 2011 YoY: 
Lending

Banco Pastor Market share growth March 2011 YoY: 
Deposits

▲0.05%

▲0.01%

▲0.01%

▲0.04%▲0.21%

▲0.01%

▲0.18%

▲0.02%

▲0.11%

▲0.06%

▲0.02%

�0.05%

▲0.08%
�0.11%

▲0.01%

�0.15%

▲0.03%

▲0.05%

�0.02%

▲0.03%

▲0.13%

And maintaining a “ ▲green ” evolution in the rest of Spain 

Business & Funding

Regions where the presence of Banco Pastor remains the same

▲0.01% ▲0.01%

▲0.07%

▲0.01%�0.03%

�0.01%

�0.12%

▲0.09%
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Business & Funding
In a deleveraging world…

Commercial plan aimed at 60,000 top quality SMEs:

� Banco Pastor´s CIRBE share in Top and Mid quality SM Es grew by 250 bps

� Top 10 ICO loan underwriter in Spain

� #1 Spanish Financial Institution for ICO loans in G alicia, with a market share of 17.5%.

Loan Book growth (YoY %)

-5.7%

-0.3%

1.2%
1.3%

-0.3%

Bank 4 Bank 1 Bank 2 Bank 3 Pastor

PASTOR
+4% growth 

in 
commercial 

bills
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164 184

244
204

237
1.18%

1.33%
1.50% 1.45%

1.57%

Jan-11 Feb-11 Mar-11 Apr-11 May-11

Loans granted to SMEs<1M in monthly basis (€Mn)

Market Share SMEs<1M

Analysis of the 2011 “Customer acquisition 
campaign” (Scope: 60,000 SMEs)

… contributing €67Mn in Loans and €54Mn in Deposits in the first six months of 2011

916 new SMEs captured through the new campaign in 2 011…
Business & Funding

New loan production

+9.7%
May 
/Jan

vs -21% 
in the 
sector

+39 
bps

12,190

916

Jan-June 2011 Total

Number of SMEs under management
Nº of SMEs captured

Success 

rate 

7.5%
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Individuals
Self-

employed
Micro-

enterprises
Small 

companies

Medium 
size 

companies

Large 
companies

SME branches ���� ����

Comprehensive 
branches ���� ���� ���� ���� ���� ����

Extended 
branches ���� ���� ���� ����

Basic branches ���� ���� ����

Private & internet 
branches ����

New 
territorial 
concept: 

ALL-IN-ONE 
GEOGRAPHICAL 

AREAS

Business & Funding

Banco Pastor Branches in June 2011 
vs. 2008

A new distribution model already in place…

Smart Growth Distribution Model in progress

-21

-1

-3

-1

-8-1
-1

-7

-6

-10

-1

-8

-1

Where the presence of Banco Pastor remains the same

… that is being successfully implemented

Since January 2011:

� 20 basic branches closed 

� 3 new SMEs branches opened
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Covered 
Bonds
61.1%

Securitisations 
Sold
12.3%

FRN
16.6%

Preferred 
Stock
4.2%

Subordinated 
Debt
0.6%

Commercial 
Paper
5.2% 2014 

Maturities 
and Beyond; 
2,681; 45%

2011 
Maturities; 

226; 4%

2012 
Maturities; 
1,804; 31%

2013 
Maturities; 
1,183; 20%

Business & Funding

Wholesale funding maturity profile 

A comfortable liquidity position…

…with limited maturities

Almost 100% of 2012 maturities

already rolled-over!

Total Institutional Funding: €7.1Bn 

First line of liquidity 
over €2.2 Billion
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Spain
88%

Portugal
4%

USA
4%

Greece
0%

Italy
4%

European sovereign debt: balance and maturities

Greece: 
Maturity: August 20th 2011

Italy: 
Maturity: April 15th 2012

Portugal:
Maturity: June 15th 2012

Limited exposure to sovereign debt

The Spanish sovereign debt has an average duration of 2 years

Business & Funding

€2,337 Mn

Dec-10

Current

Dec-10

Dec-10
Current

Current
111

104100

3

G
re

ec
e

Ita
ly

U
S

A

P
or

tu
ga

l

USA: 
Maturity: May 15th 2021

€ Mn
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1.9

2.3

2.9
3.1

2.4
2.2

Bank 4 Pastor Bank 3 Average Bank 1 Bank 2

- 17bps

Figures in (x)

Risk Management

NPLs + NPAs + Write-offs growth (100 base at Dec 2008)

A comprehensive focus on asset quality

A prudent long term approach that is paying off now

Pro
fit

abilit
y

Cap
ita

l 
Bas

e

Business & 

Funding

Risk 

Management

x
x x

x
x

x
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5.51

5.35

5.81

6.11

6.50

5.73
5.54

5.145.095.04
4 .8 2

5 .1 7

5 .5 2

5 .8 7

6 .2 2

6 .5 7

Jun 10 Sep 10 Dec 10 Mar 11 Jun 11

5

6

6

7

Sector Pastor

+77 bps

NPL YoY growth rates NPL Ratio Pastor vs. Sector (%)

Resilient performance on the asset quality front

Risk Management

Source: Bank of Spain, data as of May 2011

YoY 115 bps

YoY 69 bps

NPLs:  €1,714 Mn

Decelerating NPL growth

17.3%

7.8%

Pastor Sector

946 bps



20

Risk Management

Gross entries (Quarterly figures) Net entries (Quarterly figures)

Gross and net new NPLs entries decreased QoQ and YoY

€ Mn

Decelerating NPL formation

752

681

393

2Q09 2Q10 2Q11

-42%

-48%

231

129

93

2Q09 2Q10 2Q11

-61%

-28%
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1.72
1.46

0.84

7.41

0.790.28%

0.78%

0.23%

0.44%

0.39%

Bank 4 Bank 1 Bank 2 Bank 3 Pastor

0.20%

2Q11/1Q11 Net entries growth

2Q11 Net entries/Loans

Average Peer 

Group

1.34 (x)

NPL formation compares well with other domestics

NPLs: YoY growth Net Entries: 2Q11 vs 1Q11 growth (x)

Risk Management

x

xx
xx

Note: Growth calculated in number of times (x)Source: Banks Quarterly Financial Reports

7.8%

40.2%

18.9%

14.3%
10.2%

Bank 2 Bank 4 Bank 1 Bank 3 Pastor

Average 

Peer Group

+20%
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Risk Management

Provisioning Base (€ Mn) Accounting Coverage (%)

NPL coverage stood at 97% under new BoS regulation 

Effective collaterals cover 61% of NPLs

Specific coverage

Generic coverage

Effective 
collaterals  
(including BoS 
haircuts)

97% 

already covered

1,714

1045

592

24

NPLs Effective collaterals
+ Provisions

1,661

40.1%

45.0%

52.1%

60.6%

41.6%

B
a
n
k
 3

P
a
s
to
r

B
a
n
k
 2

B
a
n
k
 4

B
a
n
k
 1
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Loans to Real Estate & Construction Breakdown by guarantee type

Loans to Real Estate & Construction

Mn€

97% RE & Construction NPL’s covered, only €45Mn rema ining to provision

Risk Management

4,963

846

3,249

868

Loans NPL's Substandar Exposure

Personal 
guarantee

10%

Finished 
buildings

26%

Buildings 
under 

construction
21%

Land
19%

Other 
guarantees

24%
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1,584

4,402

246

22

LTV<50%

50%<LTV<80%

80%<LTV<100%

LTV>100%

€6.2Bn Mortgage loans to households with 
very prudent LTVs

Breakdown of mortgage loans to households

Risk Management

96%

LTV < 80%

Average LTV

56.6% 
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NPAs held

Real Estate assets by type

Risk Management

Finished 
Buildings

34% Buildings under 
construction

6%

Rest of assets
8%

Land
52%

19%

24%

26%

8%

Net value €1.68Bn

Accounting 

coverage €0.5Bn

37% Buffer to absorb 
further price 
decreases

Market value 

(appraisals) €2.3Bn
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Risk Management

Disposals in H12011 amount to 
€26Mn, however the volume of 
sales in FY2011 is expected to 
double FY2010 volumes

€160Mn of land sales 
generating positive gross 
margin in 2H2011

The targets for the last two 
years were surpassed

Disposals made over the last 
two years produced capital 
gains

Selling the OREOS

How to sell 100 luxury 

homes in 50 days

Mindanao Project: A record in commercialisation thanks to its 
privileged location in central Madrid and its innovative offer of services 
to home owners



27

-19.3%-18.1%

-0.1%

-10.9%
-12.0%

Bank 1Bank 3PastorBank 4Bank 2

Profitability

Net Interest Income overview

Net Interest Income YoY (%)

Cap
ita

l 
Bas

e

Business & 

Funding

Risk 

Management Pro
fit

abilit
y
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Preserving Balance Sheet Profitability
NIM Evolution

Profitability

NIM remained stable over the last twelve months

1.56
1.34 1.30 1.38 1.36

0 .0 0

0 .7 5

1 .5 0

2Q10 3Q10 4Q10 1Q11 (*) 2Q11

Net Interest Income %

3.883.813.763.563.82

1.64 1.74 1.87 1.98
2.21

1 .0 1

1 .7 6

2 .5 1

3 .2 6

4 .0 1

2Q10 3Q10 4Q10 1Q11 (*) 2Q11

Lending to customers % Liability cost %

(*) 1Q11 Excludes an 
extraordinary NII 

recovery of €20Mn
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70

52

1H10 1H11

-25%

YoY

Profitability

Non-Interest Income affects Gross Operating Income 
YoY performance

Trading Income PerformanceNet Fees

Mn€Mn€

Direct debit Payments +10.9%
Credit Cards +9.3%
Insurance +4.0%
Pension Plans +2.4%

€ Mn 1H2011 1H2010 % Var

Net Fees 48.6 69.3 -29.9%

Fees related to 
securitisations

2.7 14.4 -81.0%

Adjusted fees 45.9 55.0 -16.5%
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Efficiency master plan: Cost management, a permanen t 
focus

Profitability

General Administrative CostsPersonnel Costs

Mn€ Mn€Combined  

-0.6% YoY 

vs. +3.2% CPI
116.1 114.1

1H10 1H11

-1.7%

YoY

57.6 58.5

1H10 1H11

+1.6%

YoY
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13

38

74

47

3Q10 4Q10 1Q11 2Q11

Non-performing Assets impairment 
evolution

Total Charge-Offs 1H11 vs.1H10

€Mn

Profitability

Risk premium almost halved in just one year

Lower LLP

€Mn

0 2

-110
-84

252

157

-15
-24

Recoveries from write-offs
Specific 
Generic
Other provisions

Total 1H11 49Mn€Total 1H10 126Mn€ 

- 61%

YoY
2010 

Quarterly avg.

€34Mn
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Net operating profit YoY

Earnings-wise

Positive net operating profit 

Profitability

Profit before taxes 52.9

Net profit 38.9

1H11 (€Mn) PASTOR

-22.6% -24.7%

-46.6%

9.7%

Pastor Bank 1 Bank 4 Bank 3 Bank 2

 -885%
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Summary and Conclusions

235 years of continuous 
profitability, sound capital 
base and good liquidity

Focus on targeted growth in 
core market, strong service 
culture and a strong franchise 
in Galicia

Continuing to perform well in 
a challenging environment

Leveraging our underwriting 
and pricing disciplins to 
maintain profitable and 
competitive margins

Delivering our promise of 
Smart Growth

All in all

�From the business perspective, despite a challengin g 
environment, we will continue to address customer 

needs.

�On the capital front, no further capital needs.

�On the funding side, we expect to keep improving th e 
commercial gap and working on 2013 maturities.

Going forward, in respect to underlying trends:

�We foresee 18% of land sales to be made in 2H2011, 
producing positive gross margins.

�On the asset quality front, we expect a better 
performance in 2H2011, both in terms of NPL formati on 

and recoveries



Appendix
1H 2011 Financial Report
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2013 Targets Levers

Double net profit and reach a 
double-digit ROE

100% of branches generating 
revenue

30% branch productivity 
improvement

New commercial 
distribution 

model

Risk 
management

Efficiency  
Master Plan

Based on channel integration and single territorial 
management

Based on differentiation and specialization: 
Galicia vs. outside Galicia

Increasing commercial capacity by over 20%, 
freeing up administrative staff

Cost savings plan will finance investments in 
advertising and technology

Risk profile consistent with comfortable liquidity 
position and adequate solvency level

Risk quality improvement and tighter control via  
higher exposure to existing customers and the 
introduction of customer rating

P
ro

fit
ab

ili
ty

Core capital above 9.50%

Strengthen capital base via 
organic generation of 100bps 
of Core CapitalS

ol
ve

nc
y

20% institutional funding over 
assets

750 bps commercial gap 
improvementLi

qu
id

ity

Smart growth in figures 2010-2013



37

A differentiated approach by market

Markets Targets In a nutshell

Consolidate leadership within the 
new competitive environment

Position ourselves as a 
specialised retail bank

Leader among urban 
households in  Galicia
Leader among urban 

households in  Galicia

Be the #1 choice for SMEs and 
self-employed customers

Be the #1 choice for SMEs and 
self-employed customers

Reinforce our position in small 
towns and rural areas

Reinforce our position in small 
towns and rural areas

Gain market share in the 
middle-aged customer segment 

and medium to high income 
households

Gain market share in the 
middle-aged customer segment 

and medium to high income 
households

Be the #1 choice for SMEs and 
self-employed customers

Be the #1 choice for SMEs and 
self-employed customers

Where specialisation is the key to success
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A targeted and tightly focused commercial action…

Customer rating 
9:0

Pricing 
industrialisation

Share of 
wallet

New linkage 
system

Agile decision-making process, industrialising 
pricing criteria

In the SME world, 
difference comes  
from the ability to 

finance companies 
combined with quality 
of service and agility 

of response

… which significantly improves productivity
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P&L account breakdown
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Balance Sheet breakdown: Assets

Figures in € Thousands
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Balance Sheet breakdown: Liabilities
Figures in € Thousands
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Disclaimer

Banco Pastor, S.A.
Cantón Pequeño 1
A Coruña-15003- Spain

T: +34 981 12 74 20  
F: +34 981 12 74 33

http://corporativa.bancopastor.es/
www.bancopastor.es

ir@bancopastor.es

This presentation has been created by Banco Pastor and is released exclusively for 
information purposes. 
Banco Pastor Group cautions that this presentation contains forward looking statements 
which include those related to our future business development and economic performance. 
While these statements represent our judgement and future expectations concerning the 
development of our business, a number of risks, uncertainties and other important factors 
could cause actual developments and results to differ materially from our expectations. 
These factors include but are not limited to, first of all, interest rates, exchange rates and any 
other economic or financial conditions not only domestic but global; secondly, any 
macroeconomic, politics, governmental, social and regulatory situation; thirdly, competition; 
fourthly technology and last, any changes in the financial health or credit quality of our 
customers, debtors or counter-parties. 
The content of this presentation is not a contract or legal commitment, and should not be 
regarded as an invitation or investment recommendation or any kind of advice to acquire any 
security whatsoever.


