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Key consolidated data
BALANCE SHEET (EUR million) Jun-20 Mar-20 % Jun-20 Jun-19 % Dec-19
Total assets  1,572,881  1,540,359  2.1  1,572,881  1,512,096  4.0  1,522,695 
Loans and advances to customers  934,796  935,407  (0.1)  934,796  908,235  2.9  942,218 
Customer deposits  846,832  815,459  3.8  846,832  814,751  3.9  824,365 
Total funds  1,039,996  1,006,948  3.3  1,039,996  1,032,769  0.7  1,050,765 
Total equity  91,859  106,113  (13.4)  91,859  109,985  (16.5)  110,659 
Note: Total funds includes customer deposits, mutual funds, pension funds and managed portfolios

INCOME STATEMENT (EUR million) Q2'20 Q1'20 % H1'20 H1'19 % 2019
Net interest income  7,715  8,487  (9.1)  16,202  17,636  (8.1)  35,283 
Total income  10,459  11,809  (11.4)  22,268  24,436  (8.9)  49,229 
Net operating income  5,341  6,220  (14.1)  11,561  12,849  (10.0)  25,949 
Profit before tax  (8,301)  1,891  —  (6,410)  6,531  —  12,543 
Attributable profit to the parent  (11,129)  331  —  (10,798)  3,231  —  6,515 
Changes in constant euros:
Q2'20 / Q1'20: NII: -1.9%; Total income: -4.6%; Net operating income: -6.1%; Attributable profit: +/-
H1'20 / H1'19: NII: -0.2%; Total income: -1.1%; Net operating income: -0.9%; Attributable profit: +/-

EPS, PROFITABILITY AND EFFICIENCY (%) Q2'20 Q1'20 % H1'20 H1'19 % 2019
EPS (euros)  (0.679)  0.012  —  (0.667)  0.181  —  0.362 
RoE  (7.06)  1.47  (9.28)  7.41  6.62 
RoTE  5.19  2.04  1.73  10.51  11.44 
RoA  (0.38)  0.18  (0.51)  0.60  0.54 
RoRWA  (1.02)  0.45  (1.34)  1.48  1.33 
Efficiency ratio  47.4  47.2  47.3  47.4  47.0 

UNDERLYING INCOME STATEMENT (1) (EUR million) Q2'20 Q1'20 % H1'20 H1'19 % 2019
Net interest income  7,715  8,487  (9.1)  16,202  17,636  (8.1)  35,283 
Total income  10,704  11,814  (9.4)  22,518  24,436  (7.8)  49,494 
Net operating income  5,628  6,237  (9.8)  11,865  12,849  (7.7)  26,214 
Profit before tax  1,885  1,956  (3.6)  3,841  7,579  (49.3)  14,929 
Attributable profit to the parent  1,531  377  306.1  1,908  4,045  (52.8)  8,252 
Changes in constant euros:
Q2'20 / Q1'20: NII: -1.9%; Total income: -2.5%; Net operating income: -1.6%; Attributable profit: +420.9%
H1'20 / H1'19: NII: -0.2%; Total income: 0.0%; Net operating income: +1.7%; Attributable profit: -47.5%

UNDERLYING EPS AND PROFITABILITY (1) (%) Q2'20 Q1'20 % H1'20 H1'19 % 2019
Underlying EPS (euros)  0.084  0.014  487.4  0.098  0.231  (57.5)  0.468 
Underlying RoE  6.62  1.52  3.98  8.24  8.38 
Underlying RoTE  8.93  2.11  5.44  11.68  11.79 
Underlying RoA  0.43  0.18  0.31  0.66  0.65 
Underlying RoRWA  1.14  0.46  0.80  1.62  1.61 

SOLVENCY (2) AND NPL RATIOS (%) Jun-20 Mar-20 Jun-20 Jun-19 Dec-19
CET1  11.84  11.58  11.84  11.30  11.65 
Fully loaded Total capital ratio  15.46  15.08  15.46  14.80  15.02 
NPL ratio  3.26  3.25  3.26  3.51  3.32 
Coverage ratio  72  71  72  68  68 

MARKET CAPITALISATION AND SHARES Jun-20 Mar-20 % Jun-20 Jun-19 % Dec-19
Shares (millions)  16,618  16,618  0.0  16,618  16,237  2.3  16,618 
Share price (euros)  2.175  2.218  (2.0)  2.175  4.081  (46.7)  3.730 
Market capitalisation (EUR million)  36,136  36,859  (2.0)  36,136  66,253  (45.5)  61,986 
Tangible book value per share (euros)  4.00  4.21  4.00  4.30  4.36 
Price / Tangible book value per share (X)  0.54  0.53  0.54  0.95  0.86 

OTHER DATA Jun-20 Mar-20 % Jun-20 Jun-19 % Dec-19
Number of shareholders  4,080,201  4,043,974  0.9  4,080,201  4,054,208  0.6  3,986,093 
Number of employees  194,284  194,948  (0.3)  194,284  201,804  (3.7)  196,419 
Number of branches  11,847  11,902  (0.5)  11,847  13,081  (9.4)  11,952 

(1) In addition to financial information prepared in accordance with International Financial Reporting Standards (IFRS) and derived from our consolidated financial statements, this 
report contains certain financial measures that constitute alternative performance measures (APMs) as defined in the Guidelines on Alternative Performance Measures issued by 
the European Securities and Markets Authority (ESMA) on 5 October 2015 and other non-IFRS measures, including the figures related to “underlying” results, as they are recorded in 
the separate line of “net capital gains and provisions”, above the line of attributable profit to the parent. Further details are provided on page 14 of this report.

For further details of the APMs and non-IFRS measures used, including its definition or a reconciliation between any applicable management indicators and the financial data 
presented in the consolidated financial statements prepared under IFRS, please see 2019 Annual Financial Report, published in the CNMV on 28 February 2020, our 20-F report for 
the year ending 31 December 2019 registered with the SEC in the United States as well as the “Alternative performance measures” section of the annex to this report.
(2) Data applying the IFRS 9 transitional arrangements.
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In order to support the global effort being made to combat COVID-19, Grupo Santander is 
implementing various measures to protect our stakeholders. The most relevant measures 
are detailed below, focused on six main dimensions:

Contingency plan Health of our employees

Preserving our business and critical functions in stress 
conditions is essential to providing our services to customers to 
our usual high standards. Consequently, the Group has the 
necessary contingency plans, which incorporate simulations of 
stress scenarios, that have enabled us to face the current 
situation with suitable preparation and knowledge.

In February, in line with our Special Situations Management 
Framework, the highest level Corporate Special Situation 
Committees were activated to ensure an early and coordinated 
response in all geographic areas, where Local Committees 
were also activated according to the spread of the pandemic 
and local government responses. The contingency plans were 
implemented through these committees including the 
participation of local senior management (Country Heads, 
Local Special Situations Management Directors, Local 
Directors, etc.).

Our Contingency Plans ensured the operational continuity of 
business in all geographic areas, identifying their critical 
businesses and, among other measures, segregating teams 
and technological infrastructures, establishing shifts between 
critical employees and their back-ups, as well as increasing the 
capacity of systems and lines, carried out by the Technology 
and Operations area.

Consequently, none of our units' operational continuity was 
compromised, nor did they record any relevant incidents. At 
the same time, we continued to serve our customers with the 
utmost attention.

Our priority was to safeguard the health and safety of our 
employees. During the different phases of the confinement, 
both tightening and relaxing of measures, in which some 
countries still find themselves: 

• We have provided all our employees special safety and 
protection measures:

– We redefined our way of working to adapt to remote 
working, reaching more than 110,000 employees working 
from home. 

– We ensured the physical and mental well-being of the 
employees who continued to work in our offices, or face to 
face with customers. These measures included providing 
masks, gloves and protective screens, as well as the 
reorganisation of physical space to ensure the 
recommended social distance, combined with strict 
personal hygiene measures.

– Financial well-being was also covered, offering various 
financial support measures to help employees who are 
experiencing financial difficulties, such as flexible loans or 
salary advances.

• On the other hand, our training and development 
programmes were adapted to a new online format. In 
particular, those related to project management, leadership 
and remote working efficiency attracted great interest.

• Lastly, we started to gradually return to the usual 
workplaces in some countries at the end of May, always 
following the recommendations of local governments, 
respecting the individual needs of each employee and based 
on three pillars: development and implementation of health 
and safety protocols, prioritisation and monitoring the health 
status of our employees, and tracking and tracing (through 
health apps).
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Customers Business, liquidity and risks

Santander has implemented measures to ensure the health 
and safety of its customers and foster their economic 
resilience during the crisis in all countries. Of note were:

• Provide liquidity and credit facilities for businesses facing 
hardship.

• Facilitate payment deferrals and payment holidays in many 
of our markets.

• Temporary option to increase credit card and overdraft 
limits.

• Proactive support for vulnerable customers trying to cover 
their needs.

• Temporary reduction and suspension of fees (withdrawals 
from ATMs, interest free online purchases, bank transfers, 
etc.).

• Ensure COVID-19 health insurance coverage.

• Specialised teams to advise customers facing financial 
difficulties.

We are continuously adapting the branch network, ensuring 
the continuity of service in the branch network.  Currently, 
around 90% of our branches are open. On the other hand, we 
strengthened our contact centres' capabilities, which has 
enabled us to increase the volume of services by 16% on 
average compared to normal times.

The Group is actively supporting our customers through 
various relief programmes, especially those that are more 
vulnerable, monitoring their performance and payment 
capacity as well as ensuring that business continuity plans 
remain effective so that we can keep serving our clients under 
the highest quality standards. 

The Bank is reassessing the situation as the pandemic evolves 
in each market, and taking action according to the specific 
needs of every country.

In the second quarter, business performance continued its 
growth trajectory recorded in the previous quarter. Group loans 
and advances to customers excluding the exchange rate impact 
increased 6% and customer funds 7% year-on-year.

During the second quarter, the recovery of pre-COVID-19 new 
business levels in the individuasl segment (mortgages and 
consumer finance) began, mainly in Europe and the US. On the 
other hand, activity in large corporates stood at more normal 
levels, following the sharp increase recorded in March, and 
SMEs and corporates reflected the state-guaranteed 
programmes. 

Since the beginning of the crisis,  liquidity  has been closely 
monitored in the parent bank and our subsidiaries, and 
preventive management measures were carried out to 
strengthen its position.

Our liquidity position has remained solid at all times. The 
Group's LCR ratio was 175%, the parent bank's was 193%  and 
all our subsidiaries stood above 130%, at the end of the first 
half. In addition, central banks have adopted measures to 
provide significant liquidity to the system.

Regarding risks, the main indicators are also continuously 
monitored, and maintain a robust credit quality supported by 
mitigation measures and volume increases.

In the first half of the year, we recorded provisions amounting 
to EUR 7,027 million, 63% more than in the same period of 
2019 (+78% excluding the exchange rate impact).

In addition, due to the deterioration of the economic outlook, 
the Bank has adjusted the valuation of its goodwill ascribed to 
several subsidiaries and deferred tax assets for EUR 12.6 
billion.

This adjustment has no impact on the Bank's liquidity or market 
and credit risk position, and is neutral in CET1 capital.
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Society Information for stakeholders

One of our main priorities is to contribute to the well-being of 
society as a whole. We have implemented actions and 
mobilised resources together with governments and 
institutions to help society combat the health crisis. 

Santander All. Together. Now. is the motto that brings 
together the Group's collective efforts around the world to 
stand beside the people who need it the most at this time. This 
effort has succeeded in mobilising more than EUR 100 million 
dedicated to solidarity initiatives to fight COVID-19. The main 
initiatives adopted are:

• Creation of a solidarity fund to acquire medical equipment 
and materials, and to support organisations in the fight 
against COVID-19. This fund is primarily financed by 
contributions from senior management, employees and the 
Group's subsidiaries, as well as contributions from third 
parties. As a starting point, the Executive Chairman and the 
CEO, have renounced 50% of their total compensation in 
2020 and non-executive directors 20% of their total 
remuneration. The Group has created employee funds in 
most of the countries where it operates.

• Supporting different projects and social initiatives to 
protect the vulnerable groups most impacted by the effects 
of the pandemic.

• Santander Universidades reallocated funds to support 
collaboration projects with universities to face the health 
and educational challenges arising from the COVID-19 crisis, 
scholarships to foster online education during the 
confinement period and support the most disadvantaged 
students. The Bank also launched Santander X Tomorrow 
Challenge, with the aim of supporting creativity and and 
entrepreneurs' capacity to contribute the best solutions to 
the major post-COVID-19 challenges.

• Launch of Overcome Together, an open and accessible space 
for individuals and companies, both customers and non-
customers, which contains information and resources to 
help overcome the situation arising from COVID-19. It is  
available in Spain, Portugal, Mexico, Brazil, Uruguay, Chile, 
Poland, Argentina, the UK and Openbank.

• Santander, together with another financial entity, developed 
and provided the Mexican Government the free use of a 
digital platform that will help the population to generate a  
COVID-19 self-diagnosis (personal and for a family), where 
relevant information about the pandemic is available.

We will continue to monitor the situation in order to continue 
to contribute to minimise the impact of COVID-19 on society.

Based on transparency and anticipation, the Group continued to 
be proactive in keeping our people, customers, shareholders 
and investors informed at all times. We followed various 
initiatives during the different phases of the pandemic:

• To stay close to all our employees, we sent out newsletters 
in most of our markets including updates on the health crisis. 
We reported on measures, policies and recommendations 
related to prevention and protection. Advice was also given 
on how to reconcile work and family life, as well as different 
proposals for leisure and health-related activities.

• We continued to issue communications to customers 
encouraging the use of digital channels, cybersecurity tips, 
new branch opening hours and functionality and all 
information regarding the public and the Bank's own support 
measures.

• In order to protect the health of our shareholders, Santander 
held its first ever general shareholder's meeting via remote 
channels from Ciudad Grupo Santander.

Clear, regular communication is very important for us as a 
Group. The Bank's senior management (Group executive 
chairman, Group CEO, Heads of Division and Country Heads) 
have been in regular contact with all teams. Of note were the 
five Ask Ana events held to report on the Group's situation and 
answer questions from employees.

The main measures announced by each country can be found 
on the Group's website (www.santander.com). 

Santander’s outstanding COVID-19 response and support to 
SMEs was recognised by Euromoney:

• Euromoney has praised Santander's response to the 
COVID-19 crisis in Europe (Western and Central and Eastern 
Europe) with an “Excellence in Leadership” award. The 
magazine commended Santander for the way it managed the 
health and economic crisis for its employees, clients, 
business and the society in general.

• Euromoney also recognised the valuable support that 
Santander is providing to SMEs during the crisis and more 
generally with the Best Bank for SMEs in Western Europe 
and Latin America awards. Furthermore, the magazine’s 
editors acknowledged Santander as Best Bank in Spain and 
Portugal, and Best Investment Bank in Portugal. 
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Our business model is based on three pillars
1. Our scale

Local scale and

global reach 

2. Customer focus
Unique personal banking 
relationships strengthen 
customer loyalty

3. Diversification
Our geographic and business 
diversification makes us more 
resilient under adverse 
circumstances

• Local scale based on three geographic 
regions, where we maintain a 
leadership position in our 10 core 
markets.

• Global reach backed by our global 
businesses, enabling greater 
collaboration across the Group to 
generate higher revenue and 
efficiencies.

• We serve 146 million customers, in 
markets with a total population of 
more than one billion people.

• We have over 100,000 people talking 
to our customers every day in our 
c.12,000 branches and contact 
centres.

• Geographic diversification in three 
regions, with a good balance between 
mature and developing markets.

• Global businesses that strengthen our 
local franchises.

• Santander Global Platform supports 
the digital transformation across the 
Group.

1.  Market share in lending as of March 2020 
including only privately-owned banks. UK 
benchmark refers to the mortgage market.

2.   NPS – Customer Satisfaction internal benchmark 
of active customers’ experience and satisfaction 
audited by Stiga / Deloitte.

Note. Underlying attributable profit contribution by 
region, excluding Santander Global Platform and 
Corporate Centre.

Our corporate culture: Santander Way
The Santander Way reflects our purpose, our aim, and how we do business. It is the 
bedrock on which we are building a more responsible bank.
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  GROWTH                                                                

In the quarter, the Group continued to provide 
significant financial support to customers to help them 
overcome the consequences of the pandemic
We are starting to see signs of normalisation in lending trends 
with mortgage and consumer lending recovering in June. The SME 
and corporate segments, backed by government-guaranteed 
programmes, and CIB decreased from the peak in April.

On a year-on-year basis, strong negative exchange rate impact 
(-5/-6 pp). In constant euros, gross loans and advances to 
customers (excluding reverse repos) grew 6% and customer funds 
(excluding repos) rose 7%, both with the 10 core markets growing, 
except customer funds in Spain.

Activity Jun-20 / Jun-19
% change in constant euros

+4%
Individuals

+11%
+11% Demand

SMEs and 
corporates

+6%
+1%

+7% Time
+14%

CIB and 
institutions

-1%
Mutual funds

Gross loans and advances to
customers excl. reverse repos

Customer deposits excl.
repos + mutual funds

In the current environment, digital penetration is accelerating. We 
reached almost 40 million digital customers (+15% year-on-year), 
mobile customers exceeded 32 million (+5.8 million in 12 months) 
and digital sales represented 47% of total sales in the quarter 
(36% in 2019).

Loyal customers rose nearly 1 million year-on-year, with growth 
both in individuals and corporates.

Digital customers Digital sales
Million % of total sales

39.9
 47% 

34.8 +15%
 36% 

Jun-19 Jun-20 2019 Q2'20

  PROFITABILITY                                                                

Despite these difficult circumstances, our operating 
performance has been strong...

In the first half of the year, results were affected by the 
deterioration of the economic environment derived from the 
health crisis and the sharp exchange rate depreciation that distort 
the year-on-year comparison.

Excluding the exchange rate impact, the underlying performance 
of the business was strong, supported by resilient customer 
revenue, cost reductions and robust credit quality.

Net interest income and customer revenue remained stable year-
on-year, as the fall in activity and lower interest rates were offset 
by higher volumes, good market volatility management and the 
reduction in the cost of deposits.

On the other hand, cost reductions were ahead of plan, as costs 
fell 5% in real terms and excluding the FX impact, due to the 
optimisation plans carried out in recent years, together with the 
additional savings measures adopted from the beginning of the 
crisis.

As a result, net operating income increased 2% to EUR 11,865 
million, primarily driven by the positive performance in Latin 
America, Santander Corporate & Investment Banking and Wealth 
Management & Insurance.

The efficiency ratio stood at around 47%, one of the best among 
our peers.

Efficiency ratio
%

47.4 47.3

H1'19 H1'20
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  PROFITABILITY                                                                

… and profit affected by higher loan-loss provisions 
and valuation adjustments

Loan-loss provisions rose significantly to EUR 7,027 million, driven 
by lending growth and the expected macro-economic 
deterioration. 

In addition, as a result of the economic outlook, lower for longer 
interest rates and the increase of discount rates, the Bank has 
adjusted the valuation of its goodwill ascribed to several units and 
deferred tax assets for a total of EUR 12.6 billion.

This adjustment has no impact on the Bank's liquidity or market 
and credit risk position, is neutral in CET1 capital and do not 
change the strategic importance of any of the Group's markets. 
The Group remains confident in the potential for the long-term 
value creation in each of its regions and markets.

This results in an attributable loss of EUR 10,798 million.

Attr. profit to the parent Earnings per share
EUR million EUR

Before these adjustments and restructuring costs, underlying 
attributable profit was EUR 1,908 million, 53% lower year-on-year 
(-48% excluding the exchange rate impact).

Underlying RoTE was 5.4% and underlying RoRWA 0.80%. 

RoTE
% n	Total      n	Underlying*

 

                           

11.6811.68

5.445.44

10.51

1.73
H1'19 H1'20

 (*) Excluding net capital gains and provisions

  STRENGTH                                                                     

CET1 ratio at the top end of our target range and cost 
of credit in line with our 140-150 bps year-end 
expectation

The CET1 ratio increased 26 bps in the quarter to 11.84%, driven 
by the net impact from the strong organic generation, a positive 
regulatory impact (mainly CRR2 quick fix) and a negative impact 
primarily from corporate operations pensions and markets.  This 
results in a Group CET1 management buffer of 298 bps post- 
COVID-19 compared to 189 bps pre-COVID-19.

Net tangible equity per share (TNAV) in June 2020 was EUR 4.00  
and declined 5% since March, due to the net effect from the 
adjustment of deferred tax assets, exchange rates and markets, 
partially offset by the organic generation in the quarter.

CET1* TNAV per share
% Euros

          

11.30 11.84

Jun-19 Jun-20

4.30 4.00

Jun-19 Jun-20

(*) Using the IFRS 9 transitional arrangement

Risk management remained focused on minimising the impacts 
arising from the health crisis. 

The cost of credit in the first half was in line with out year-en 
expectation of 140-150 bps and credit quality benefited from 
mitigation measures and volume increases, reflected in the 25 bp 
fall year-on-year (+1 bp in the quarter) of the NPL ratio and higher 
coverage (72%, +4 pp year-on-year). 

Cost of credit NPL ratio and coverage
% % n	Jun-19         n	Jun-20

  

0.98

1.26

Jun-19 Jun-20

3.51
3.26

68 72

NPL ratio Coverage
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GRUPO SANTANDER RESULTS
• The Group's results were affected by the health crisis caused by the spread of COVID-19, which is reflected in a weaker 

economic environment, lower for longer interest rates and a sharp depreciation of some currencies.

• Total income fell, affected by exchange rates. Excluding their impact, it remained stable as the decrease in activity and lower 
interest rates were offset by higher volumes, sound management of market volatility and the lower cost of deposits.

• Acceleration in cost reductions, ahead of schedule in the optimisation plans implemented in recent years, along with additional 
measures adopted since the start of the crisis.

• Greater loan-loss provisions, amounting to EUR 7,027 million due to credit growth, the expected deterioration in economic 
conditions due to the pandemic and its impact on the deterioration of the portfolio’s credit quality.

• In addition, as a result of the worsening economic outlook, adjustments to the goodwill ascribed to some units and to deferred 
tax assets have been made totalling EUR 12,600 million, which results in an attributable profit to the Group of negative EUR 
10,798 million.

• Excluding the above adjustments and restructuring costs, attributable profit to the parent would have been EUR 1,908 million, 
with net operating income of EUR 11,865 million, 2% more in constant euros than at the end of the first half of 2019.

Grupo Santander. Summarised income statement
EUR million

Change Change
Q2'20 Q1'20 % % excl. FX H1'20 H1'19 % % excl. FX

Net interest income  7,715  8,487  (9.1)  (1.9)  16,202  17,636  (8.1)  (0.2) 
Net fee income (commission income minus 
commission expense)  2,283  2,853  (20.0)  (13.1)  5,136  5,863  (12.4)  (4.0) 

Gains or losses on financial assets and liabilities and 
exchange differences (net)  786  287  173.9  174.8  1,073  511  110.0  137.6 

Dividend income  208  57  264.9  265.4  265  361  (26.6)  (26.1) 
Share of results of entities accounted for using the 
equity method  (233)  98  —  —  (135)  306  —  — 

Other operating income / expenses  (300)  27  —  —  (273)  (241)  13.3  72.7 
Total income  10,459  11,809  (11.4)  (4.6)  22,268  24,436  (8.9)  (1.1) 
Operating expenses  (5,118)  (5,589)  (8.4)  (2.9)  (10,707)  (11,587)  (7.6)  (1.4) 

   Administrative expenses  (4,428)  (4,860)  (8.9)  (3.4)  (9,288)  (10,110)  (8.1)  (1.9) 
       Staff costs    (2,571)  (2,899)  (11.3)  (6.5)  (5,470)  (6,080)  (10.0)  (4.7) 
       Other general administrative expenses    (1,857)  (1,961)  (5.3)  1.2  (3,818)  (4,030)  (5.3)  2.3 

   Depreciation and amortisation  (690)  (729)  (5.3)  0.4  (1,419)  (1,477)  (3.9)  2.6 
Provisions or reversal of provisions  (240)  (374)  (35.8)  (31.0)  (614)  (1,916)  (68.0)  (67.5) 
Impairment or reversal of impairment of financial 
assets not measured at fair value through profit or loss 
(net)

 (3,096)  (3,934)  (21.3)  (15.4)  (7,030)  (4,368)  60.9  76.3 

   o/w: net loan-loss provisions  (3,108)  (3,919)  (20.7)  (14.4)  (7,027)  (4,313)  62.9  78.5 
Impairment on other assets (net)  (10,227)  (14)  —  —  (10,241)  (27)  —  — 
Gains or losses on non financial assets and 
investments, net  9  18  (50.0)  (50.0)  27  250  (89.2)  (89.2) 

Negative goodwill recognised in results  6  —  —  —  6  —  —  — 
Gains or losses on non-current assets held for sale not 
classified as discontinued operations  (94)  (25)  276.0  276.0  (119)  (257)  (53.7)  (53.1) 

Profit or loss before tax from continuing operations  (8,301)  1,891  —  —  (6,410)  6,531  —  — 
Tax expense or income from continuing operations  (2,684)  (1,244)  115.8  126.4  (3,928)  (2,449)  60.4  82.7 
Profit from the period from continuing operations  (10,985)  647  —  —  (10,338)  4,082  —  — 
Profit or loss after tax from discontinued operations  —  —  —  —  —  —  —  — 
Profit for the period  (10,985)  647  —  —  (10,338)  4,082  —  — 
Attributable profit to non-controlling interests  (144)  (316)  (54.4)  (51.4)  (460)  (851)  (45.9)  (41.4) 
Attributable profit to the parent  (11,129)  331  —  —  (10,798)  3,231  —  — 

EPS (euros)  (0.679)  0.012  —  (0.667)  0.181  — 
Diluted EPS (euros)  (0.677)  0.011  —  (0.666)  0.180  — 

Memorandum items:
   Average total assets  1,558,854  1,536,725  1.4  1,548,851  1,492,954  3.7 
   Average stockholders' equity  92,528  99,221  (6.7)  95,803  98,191  (2.4) 
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è	Evolution of results compared to the first half of 2019 

The main lines of the profit and loss account are detailed below. 

The Group presents, both at the total level and for each of the 
business units, the real changes in euros produced in the income 
statement, as well as variations excluding the exchange rate effect 
(FX), on the understanding that the latter provide a better analysis 
of the Group’s management. For the Group as a whole, the 
exchange rate impact was -8 percentage points in revenue and -6 
percentage points in costs.

u	Revenue

Revenue totalled EUR 22,268 million in the first half, down 9%. If 
the FX impact is taken out, total income remained resilient, in line 
with last year, due to customer relationships and the strength that 
our geographical and business diversification provides. Net 
interest income and net fee income accounted for over 95% of 
total revenue. By line:

• Net interest income amounted to EUR 16,202 million, 8% less 
than in the same period of 2019. Stripping out the exchange rate 
impact, it remained stable (-0.2%), the net effect of the increase 
in revenue from higher lending and deposit volumes and the 
reduction in revenue from lower interest rates in many markets, 
regulatory impacts (mainly in Brazil and Poland) and increased 
liquidity buffer costs. 

Net interest income
EUR million

constant euros

8,682 8,954 8,806 8,841 8,487
7,715

7,981 8,247 8,296 8,319 8,177 8,025

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20

Net interest income was very heterogeneous among units. On the 
one hand, there were increases in SCF, Mexico and Brazil, due to 
higher volumes, Chile, due to higher inflation, and Argentina, due 
to the placement of excess liquidity. There were decreases in 
Portugal and Spain due to lower interest rates, on top of the lower 
average volumes and smaller ALCO portfolio in Spain, the UK, 
impacted by the base rate cut and SVR attrition, Poland, due to a 
one-off provision for the CJEU judgement on consumer loans, and 
the United States, driven by lower interest rates which cancelled 
out growth in average volumes.

• Net fee income fell 12% to EUR 5,136 million. Excluding the 
exchange rate impact, it was down 4% compared to the first six 
months of 2019. This item has been the most affected by the 
health crisis, reflecting lower client transactionality. Our 
strategy remains focused on increasing our customer loyalty 
and growth in higher value-added services and products.

By business, of note was the 20% growth in Santander 
Corporate & Investment Banking and the 1% increase in Wealth 
Management & Insurance ( the latter including fees ceded to the 
branch network). Overall, together the businesses now account 
for 47% of the Group’s total (SCIB: 16%; WM&I 31%).

By region, there were declines in North and South America (-2% 
in both cases) and, especially in Europe (-8%), with generalised 
declines due to lower activity volumes, along with regulatory 
changes affecting net fee income in Santander Consumer 
Finance and the UK. On the other hand, "Other Europe", which 
includes the wholesale banking business in the region, 
increased net fee income by 58%.

Net fee income
EUR million

constant euros

2,931 2,932 2,955 2,961 2,853

2,283

2,666 2,686 2,780 2,781 2,748

2,388

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20
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• Gains on financial transactions, accounted for 5% of total 
income and stood at EUR 1,073 million, double the figure for the 
first half of 2019 (+138% excluding the exchange rate effect) 
due to the favourable impact from foreign currency hedging, 
portfolio sales and market volatility.

• Dividend income was EUR 265 million in the first six months of 
2020, 27% lower than in the same period of 2019 (-26% 
excluding exchange rate effect). This item was affected by the 
delay or cancellation of dividend payments by several 
companies.

• The results of entities accounted for using the equity method 
reflect the lower contribution from the entities associated to the 
Group.

• Other operating income recorded a loss of EUR 273 million 
(loss of EUR 241 million in the first half of 2019) due to the 
greater contribution to the Single Resolution Fund (SRF).

u	Costs

Operating costs amounted to EUR 10,707 million, 8% lower year-
on-year. Excluding the exchange rate impact, costs fell 2%.

In real terms (excluding inflation) costs were down 5%, reflecting 
the successful management over the last three years, as well as 
the first impacts of additional savings measures adopted since the 
beginning of the crisis.

The efficiency ratio was 47.3%, in line with last year, which has 
enabled Santander to remain one of the most efficient global 
banks in the world.

Total income
EUR million

constant euros

12,085 12,351 12,466 12,327 11,809
10,459

11,114
11,404

11,775 11,604 11,394
10,873

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20

The Group's objective is still to improve our operational capacity 
while also managing our costs more efficiently and adapted to 
each region. Therefore, for a better comparison, the trends by 
region and market are detailed below:

• In Europe, costs strongly reflect the synergies from the recent 
integrations and additional savings, decreasing 5.9% in nominal 
terms and 6.8% in real terms, with falls across all markets. 
There were reductions in Poland (-10.9%), Spain (-10.1%) and 
Portugal (-5.2%) due to the optimisation efforts, in the UK 
(-6.3%) due to the savings from our transformation programme, 
and in Santander Consumer Finance (-4.5%) driven by efficiency 
projects carried out in several countries and absorbing the 
perimeter effect.

The cost reduction plan in Europe is ahead of schedule, having 
already reached 75% of the total expected for the year as a 
whole.

• In North America, costs fell 0.8% in nominal terms, affected by 
inflation, as in real terms they were down 2.9% (US -3.8%, 
Mexico -0.8%). The efficiency ratio in the region declined to 
41.5%.

• Finally, in South America, the increase in costs was greatly 
distorted by the very high inflation in Argentina. Excluding it, 
costs rose 2.4% in nominal terms but decreased 0.9% in real 
terms (Brazil: -1.4% and Chile: -0.4%). Efficiency improved in all 
markets (35.2% for the region as a whole, improving by 1.1 
percentage points).

We believe that this management by region and the lessons learnt 
from the management of the pandemic will enable us to 
accelerate our transformation in the future and, consequently, 
further optimise costs while improving customer experience.

Operating expenses
EUR million

constant euros

5,758 5,829 5,722 5,971 5,589
5,118

5,385 5,470 5,522
5,704

5,433
5,274

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20
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u Provisions or reversal of provisions

Provisions (net of provisions reversals) amounted to EUR 614 
million (EUR 1,916 million in the first half of 2019). This line item 
includes charges for restructuring costs.

u Impairment or reversal of impairment of financial assets not        
measured at fair value through profit or loss (net)
Impairment or reversal of impairment on financial assets not 
measured at fair value through profit or loss (net) was EUR 7,030 
million, up 61% year-on-year in euros and 76% in constant euros.

Loan-loss provisions included in this item amounted to EUR 7,027 
million, 63% more than in the same period last year. Stripping out 
the effect of exchange rates, the increase was 78%, heavily 
impacted by the effects of the COVID-19 and growth in credit 
volumes. This includes the provisions overlay of EUR 1,600 million 
which was recorded in the first quarter and which was been 
allocated by business unit.

Accordingly, the Group’s cost of credit, calculated as the ratio of 
loan-loss provisions over the last twelve months to the average 
investment in the period, increased to 1.26% (1.46% considering 
the annualised year-to-date provisions).

u Impairment on other assets (net)

Every year, usually during the last quarter, the Group evaluates 
whether an adjustment to the goodwill generated in the 
acquisition of the subsidiaries is necessary. The accounting rules 
require this analysis to be carried out earlier should any trigger 
events occur, which happened in the second quarter of this year, 
given that the global economic environment has been significantly 
affected by the COVID-19 crisis.

Net loan-loss provisions
EUR million

constant euros

2,172 2,141
2,435 2,573

3,919

3,1081,982 1,955
2,291 2,419

3,782

3,245

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20

Specifically, the trigger events for this exercise were as follows:

• Changes in the economic environment where a decrease of the 
GDP is expected in all countries this year and where recovery 
will take 2 or 3 years.

• A generalised reduction in interest rates, which is expected to 
last longer than expected before the crisis began.

• The increase of discount rates to reflect greater volatility and 
risk premiums.

This analysis has resulted in an adjustment in the valuation of 
goodwill of EUR 10,100 million (Santander UK: EUR 6,101 million; 
Santander US: EUR 2,330 million; Santander Bank Polska: EUR 
1,192 million; Santander Consumer Nordics: 277 million and 
Other: 200 million). This adjustment does not affect cash 
generation and has no impact on the Group’s CET1 ratios or 
tangible net value per share (TNAV).

Consequently, the impairment of other assets (net) in the first half 
of 2020 amounted to EUR 10,241 million. In the first half of 2019, 
this line was EUR 27 million.

u Gains or losses on non-financial assets and investments (net)

Net gains on non-financial assets and investments were EUR 27 
million in the first half of 2020, compared to EUR 250 million in 
the same period of 2019, when capital gains from the sale of 51% 
of our stake in Prisma Medios de Pago S.A. and the revaluation of 
the remaining stake (49%) were recorded. 

u Gains or losses on non-current assets held for sale not 
classified as discontinued operations

This item, which mainly includes impairment of foreclosed assets 
recorded and the sale of properties acquired upon foreclosure, 
totalled EUR -119 million in the six months to June 2020, 
compared to EUR -257 million in the first half of 2019.

u Profit before tax

Profit before tax was EUR -6,410 million, affected by the 
adjustment in the valuation of goodwill, compared to EUR 6,531 
million posted in the first half of 2019.

u Income tax

As with goodwill, and due to the impact that the crisis arising from 
COVID-19 may have on the current and future performance of our 
businesses, an adjustment of EUR 2,500 million has been made to 
deferred tax assets of the Spanish consolidated fiscal group in the 
first half of the year. As a result, the total corporate income tax 
was EUR 3,928 million (EUR 2,449 million in the first half of 2019).
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u Attributable profit to non-controlling interests

Attributable profit to non-controlling interests amounted to EUR 
460 million, down 46% year-on-year (-41% excluding the 
exchange rate impact), due to lower profit obtained by Group 
companies, on top of the share buyback in Mexico last year and the 
increased stake in SC USA.

u Attributable profit to the parent

Profit attributable to the parent amounted to EUR -10,798 million 
in the first half of 2020, compared with EUR 3,231 million in the 
first six months of 2019. RoTE stood at 1.73% and earnings per 
share stood at EUR -0.667.

u Underlying attributable profit to the parent

The attributable profit to the parent recorded in the first six 
months was affected, in 2020 and 2019, by results (net of tax) that 
are outside the ordinary course performance of our business and 
distort the year-on-year comparison, and are detailed below:

• In the first half of 2020, the valuation adjustment of goodwill 
ascribed to various Group units of EUR -10,100 million, with the 
previously detailed breakdown in Impairment on other assets 
(net), the valuation adjustment to deferred tax assets of the 
Spanish consolidated fiscal group with an impact of EUR -2,500 
million and restructuring costs and other provisions with a net 
impact of EUR -106 million, of which EUR -46 million were 
recognised in the first quarter. The total amount of these results 
was EUR -12,706 million.

• In the first half of 2019, capital gains from the sale of 51% of 
our stake in the Argentinian entity Prisma Medios de Pago S.A. 
and the revaluation of the remaining 49% (EUR 150 million), 
capital losses related to real estate assets in Spain (EUR -180 
million), PPI provisions to cover potential claims in the UK (EUR 
-80 million) and restructuring costs (EUR -704 million). The 
combined amount of all these totalled EUR -814 million. 

Excluding these results from the various P&L lines where they are 
recorded, and incorporating them separately in the net capital 
gains and provisions line, the adjusted or underlying attributable 
profit to the parent was EUR 1,908 million in the first half of 2020 
and EUR 4,045 million in the first half of 2019, 53% lower year-on-
year (-48% excluding the FX impact), strongly conditioned by the 
rise in provisions, mostly related to COVID-19.

Before the recording of loan-loss provisions, net operating income 
(total income less operating expenses) of Grupo Santander was 
EUR 11,865 million, an 8% decrease year-on-year, though this 
becomes a 2% increase excluding the FX impact, with the 
following performance by line and region:

By line:

• Total income remained unchanged driven by net interest income 
stability and higher gains on financial transactions, offsetting 
the fall in net fee income and other operating income (lower 
dividends, lower results of entities accounted for by the equity 
method and greater contribution to the SRF).

• Costs were 2% lower, with broad-based declines across 
countries, mainly in Europe, where cost reductions are ahead of 
schedule as previously mentioned.

By region:

• Europe decreased 10% with falls in most markets (except SCF).

• In North America, net operating income was 2% higher versus 
2019. By country, the US fell 3% and Mexico increased 11%.

• In South America, 8% growth with rises of 5% in Brazil, 9% in 
Chile and 64% in Argentina.

In the first half of 2020, the Group’s underlying RoTE was 5.44%, 
underlying RoRWA was 0.80% and underlying earnings per share 
EUR 0.098 (11.68%, 1.62% and EUR 0.231, respectively in the 
same period of 2019).
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Summarised underlying income statement
EUR million Change Change

Q2'20 Q1'20 % % excl. FX H1'20 H1'19 % % excl. FX
Net interest income  7,715  8,487 (9.1) (1.9)  16,202  17,636 (8.1) (0.2)
Net fee income  2,283  2,853 (20.0) (13.1)  5,136  5,863 (12.4) (4.0)
Gains (losses) on financial transactions (1)  781  292 167.5 174.8  1,073  511 110.0 137.6
Other operating income  (75)  182 — —  107  426 (74.9) (78.0)
Total income  10,704  11,814 (9.4) (2.5)  22,518  24,436 (7.8) 0.0
Administrative expenses and amortisations  (5,076)  (5,577) (9.0) (3.5)  (10,653)  (11,587) (8.1) (1.9)
Net operating income  5,628  6,237 (9.8) (1.6)  11,865  12,849 (7.7) 1.7
Net loan-loss provisions  (3,118)  (3,909) (20.2) (14.2)  (7,027)  (4,313) 62.9 78.5
Other gains (losses) and provisions  (625)  (372) 68.0 79.3  (997)  (957) 4.2 11.6
Profit before tax  1,885  1,956 (3.6) 8.8  3,841  7,579 (49.3) (43.8)
Tax on profit  (208)  (1,260) (83.5) (79.7)  (1,468)  (2,679) (45.2) (39.0)
Profit from continuing operations  1,677  696 140.9 183.0  2,373  4,900 (51.6) (46.4)
Net profit from discontinued operations  —  —  —  —  —  —  —  — 
Consolidated profit  1,677  696 140.9 183.0  2,373  4,900 (51.6) (46.4)
Non-controlling interests  (146)  (319) (54.2) (51.1)  (465)  (855) (45.6) (41.1)
Net capital gains and provisions  (12,660)  (46) — —  (12,706)  (814) — —
Attributable profit to the parent  (11,129)  331 — —  (10,798)  3,231 — —
Underlying attributable profit to the parent (2)  1,531  377 306.1 420.9  1,908  4,045 (52.8) (47.5)

(1) Includes exchange differences.                          (2) Excludes net capital gains and provisions, mainly goodwill and DTA impairments.

è	Second quarter results compared to the first quarter of 2020 

Attributable profit to the parent in the second quarter of 2020 amounted to EUR -11,129 million (EUR 331 million in the first quarter).

Excluding net capital gains and provisions in both periods (EUR -12,660 million in the second quarter and EUR -46 million in the first 
quarter, as previously detailed), underlying attributable profit to the parent in the second quarter stood at EUR 1,531 million (EUR 377 
million in the first quarter), with the following performance by line without the impact of exchange rates, which had a negative impact on 
the quarterly comparison of -7 percentage points in income and -6 percentage points in costs:

• Total income was down 2%, mostly net fee income, which fell 13% due to the lower activity caused by the impact of COVID-19 and the 
contribution to the Single Resolution Fund. On the positive side, there were increases in dividend income (seasonally higher in the 
second quarter) and better gains on financial transactions particularly from SCIB. Net interest income remained relatively strong, falling 
just 2%.

• Costs were down 3%, falling 6% in Europe and 4% in North America. In South America, a slight increase of 1%.

• Loan-loss provisions fell by 14% due to the high level of provisions relating to the health crisis in the first quarter.

Net operating income
EUR million

constant euros

6,327 6,522 6,744 6,621
6,237

5,628

5,728 5,934 6,254 6,165 5,979 5,886

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20

Underlying attributable profit to the parent*
EUR million

constant euros

1,948
2,097 2,135 2,072

377

1,531

1,754 1,883 1,966 1,916

307

1,601

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20

 (*) Excluding net capital gains and provisions.
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Grupo Santander. Condensed balance sheet
EUR million

Change
Assets Jun-20 Jun-19 Absolute % Dec-19
Cash, cash balances at central banks and other demand deposits  138,266  104,104  34,162  32.8  101,067 
Financial assets held for trading  124,145  102,574  21,571  21.0  108,230 

   Debt securities  32,062  33,343  (1,281)  (3.8)  32,041 
   Equity instruments  7,782  11,133  (3,351)  (30.1)  12,437 
   Loans and advances to customers  289  300  (11)  (3.7)  355 
   Loans and advances to central banks and credit institutions  6  —  6  —  — 
   Derivatives  84,006  57,798  26,208  45.3  63,397 

Financial assets designated at fair value through profit or loss  97,270  78,813  18,457  23.4  66,980 
   Loans and advances to customers  35,421  23,407  12,014  51.3  31,147 
   Loans and advances to central banks and credit institutions  54,815  46,915  7,900  16.8  28,122 
   Other (debt securities an equity instruments)  7,034  8,491  (1,457)  (17.2)  7,711 

Financial assets at fair value through other comprehensive income  122,560  118,062  4,498  3.8  125,708 
   Debt securities  112,041  111,891  150  0.1  118,405 
   Equity instruments  2,228  2,789  (561)  (20.1)  2,863 
   Loans and advances to customers  8,291  3,382  4,909  145.2  4,440 
   Loans and advances to central banks and credit institutions  —  —  —  —  — 

Financial assets measured at amortised cost  976,298  981,046  (4,748)  (0.5)  995,482 
   Debt securities  27,167  39,382  (12,215)  (31.0)  29,789 
   Loans and advances to customers  890,795  881,146  9,649  1.1  906,276 
   Loans and advances to central banks and credit institutions  58,336  60,518  (2,182)  (3.6)  59,417 

Investments in subsidiaries, joint ventures and associates  8,668  7,788  880  11.3  8,772 
Tangible assets  33,271  33,755  (484)  (1.4)  35,235 
Intangible assets  15,946  28,794  (12,848)  (44.6)  27,687 

    Goodwill  12,595  25,613  (13,018)  (50.8)  24,246 
    Other intangible assets  3,351  3,181  170  5.3  3,441 

Other assets  56,457  57,160  (703)  (1.2)  53,534 
Total assets  1,572,881  1,512,096  60,785  4.0  1,522,695 

Liabilities and shareholders' equity
Financial liabilities held for trading  97,700  74,187  23,513  31.7  77,139 

   Customer deposits  —  —  —  —  — 
   Debt securities issued  —  —  —  —  — 
   Deposits by central banks and credit institutions  —  —  —  —  — 
   Derivatives  84,202  58,341  25,861  44.3  63,016 
   Other  13,498  15,846  (2,348)  (14.8)  14,123 

Financial liabilities designated at fair value through profit or loss  59,619  60,237  (618)  (1.0)  60,995 
   Customer deposits  36,346  37,849  (1,503)  (4.0)  34,917 
   Debt securities issued  4,386  3,117  1,269  40.7  3,758 
   Deposits by central banks and credit institutions  18,887  19,141  (254)  (1.3)  22,194 
   Other  —  130  (130)  (100.0)  126 

Financial liabilities measured at amortised cost  1,283,581  1,224,194  59,387  4.9  1,230,745 
   Customer deposits  810,486  776,902  33,584  4.3  789,448 
   Debt securities issued  254,398  251,672  2,726  1.1  258,219 
   Deposits by central banks and credit institutions  189,214  160,808  28,406  17.7  152,969 
   Other  29,483  34,812  (5,329)  (15.3)  30,109 

Liabilities under insurance contracts  2,246  731  1,515  207.3  739 
Provisions  11,948  14,571  (2,623)  (18.0)  13,987 
Other liabilities  25,928  28,191  (2,263)  (8.0)  28,431 
Total liabilities  1,481,022  1,402,111  78,911  5.6  1,412,036 
Shareholders' equity  112,899  122,006  (9,107)  (7.5)  124,239 

   Capital stock  8,309  8,118  191  2.4  8,309 
   Reserves  117,050  110,657  6,393  5.8  111,077 
   Attributable profit to the Group  (10,798)  3,231  (14,029)  —  6,515 
   Less: dividends  (1,662)  —  (1,662)  —  (1,662) 

Other comprehensive income  (30,637)  (23,377)  (7,260)  31.1  (24,168) 
Minority interests  9,597  11,356  (1,759)  (15.5)  10,588 
Total equity  91,859  109,985  (18,126)  (16.5)  110,659 
Total liabilities and equity  1,572,881  1,512,096  60,785  4.0  1,522,695 
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GRUPO SANTANDER BALANCE SHEET
• Strong negative exchange rate impact on a year-on-year basis (-5 pp in loans and -6 pp in customer funds).

• Excluding this impact, the following movements were recorded in the quarter:

– Gross loans and advances to customers excluding reverse repos rose 1% driven by the overall increase in corporates, as   
activity of individuals remained stable in the quarter.

– Customer funds increased 5%, with 5% growth both in deposits excluding repos and mutual funds, following the sharp 
reduction of the latter in the first quarter.

• Compared to June 2019:

– Gross loans and advances to customers excluding reverse repos rose 6% year-on-year in constant euros with the 10 core 
markets growing,  particularly in South America (+18%) and North America (+11%).

– Customer funds (excluding repos) increased 7% in constant euros, driven by deposits excluding repos, which rose 9%. Growth 
in nine of our 10 core markets.

è	Loans and advances to customers

Gross loans and advances to customers rose to EUR 934,796 
million in June 2020. The Group uses gross loans and advances to 
customers excluding reverse repos for the purpose of analysing 
traditional commercial banking loans.

• In the quarter, gross loans and advances to customers excluding 
reverse repos remained unchanged. Without the exchange rate 
impact, growth was 1%, mostly derived from the impact of the 
health crisis in activity and the need for funding of the different 
segments, which varies across countries depending on the 
spread of the pandemic. This was reflected in a strong growth in 
loans to SMEs and in the stability of the lending activity of 
individuals.

Volumes grew across all markets except Mexico, Poland and 
Santander Consumer Finance, although it began to recover the 
levels of new lending prior to the halt in consumer activity due 
to COVID-19 in June. This recovery in new lending in the 
consumer business could also be observed in the US, driven by 
Fiat Chrysler prime production incentive programmes. On the 
other hand, the mortgage business also started to recover in 
Europe, while  the large corporate business returned to more 
normal levels of activity, following the strong increases 
recorded in March. Lastly, the South American countries have 
reflected the different evolution of COVID-19 over time.  

Compared to June 2019, gross loans and advances to customers 
excluding reverse repos increased 1%. Excluding the exchange rate 
impact,  6% growth, with the following detail by region:

In Europe, 4% growth with all markets increasing. Poland rose 
4%, as well as Portugal, consolidating the shift in trend in 
March, and the UK, driven by strong residential mortgage 
activity early this year and the government programmes for 
corporate customers. Santander Consumer Finance rose 3%. 
Lastly, Spain grew 1% following the 6% increase in the quarter, 
which shifted the trend of previous quarters. Other Europe, 
which includes most of the wholesale banking business in the 
region, increased 19%.

In North America, the US grew 11% driven by auto loans and 
commercial banking and Mexico 9% due to corporates and 
SCIB, leading to an 11% increase in the region.

Growth in South America was 18%, with Argentina growing 
39%, Brazil +18% with positive performance in all segments 
and Chile +13% driven by increased new lending to corporates 
and large corporates in the quarter. 

Gross loans and advances to customers excluding reverse repos 
maintained a balanced structure: individuals (45%), consumer 
credit (17%), SMEs and corporates (25%) and SCIB (13%).

Gross loans and advances to customers (excl. reverse repos) Gross loans and advances to customers (excl. reverse repos)
EUR billion % operating areas. June 2020

(*) In constant EUR: +6%
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è Customer funds

Customer deposits amounted to EUR 846,832 million. The Group 
uses customer funds (customer deposits excluding repos, plus 
including mutual funds) for the purpose of analysing traditional 
retail banking funds. 

• In the second quarter, customer funds were 4% higher. 
Excluding exchange rate impacts, growth was 5%: 

– By product: customer deposits excluding repos rose 5%, 
boosted by demand deposits (+7%) whilst time deposits 
remained stable. Mutual funds increased 5% following the 
sharp fall in the previous quarter. 

– Broad-based growth by market, ranging from 14% in 
Argentina to 3% in Portugal (falls only recorded in SCF: -1%, 
and Mexico remained flat). By region, increases in Europe 
(+5%), North America (+6%) and South America (+7%).

• Compared to June 2019, customer funds had no material 
change. Excluding the exchange rate impact, increases of 7%, as 
follows: 

– By product, deposits excluding repos rose 9%. Demand 
deposits (+11%)  increased in the ten core markets and time 
deposits grew 1% as the strong growth recorded in the 
Americas was offset by the falls in all European countries. 
Mutual funds dropped 1%, due to market volatility in the first 
quarter of 2020, with decreases in most European countries 
and increases in the Americas (except Brazil and Mexico). 

– By market, customer funds rose in all of them except Spain 
(-2%), due to the falls in time deposits and mutual funds. Of 
note were Argentina (+44%), the US (+23%), Chile (+22%), 
Brazil (+14%), Mexico (+9%) and Poland (+9%). The UK 
recorded more moderate growth (+5%) as well as Santander 
Consumer Finance and Portugal, both of which increased 3%.  

With this performance, the weight of demand deposits as a 
percentage of total customer funds rose 5 pp in the last 12 months 
to 65%, to the detriment of time deposits (-3 pp to 19%) and 
mutual funds (-2 pp to 16%).

In addition to capturing customer deposits, Grupo Santander, for 
strategic reasons, maintains a selective policy of issuing securities 
in the international fixed income markets and strives to adapt the 
frequency and volume of its market operations to the structural 
liquidity needs of each unit, as well as to the receptiveness of each 
market. 

• In the first half of 2020, the Group issued: 

Medium- and long-term covered bonds placed in the market of 
EUR 6,517 million and senior debt amounting to EUR 8,796 
million.

There were EUR 6,604 million of securitisations placed in the 
market and maturities were extended by EUR 1 bn.

Issuances to meet the TLAC (Total Loss-Absorbing Capacity) 
requirement amounting to EUR 10,914 million, in order to 
strengthen the Group’s situation (senior non-preferred: EUR 
9,063 million, preferred: EUR 1,500 million, subordinated debt: 
EUR 351 million), including a EUR 1 billion senior non-preferred 
green bond issuance.

Maturities of medium- and long-term debt of EUR 19,496 
million. 

The net loan-to-deposit ratio was 110% (115% in March 2020 and 
111% in June 2019). The ratio of deposits plus medium- and long-
term funding to the Group’s loans was 115%, underscoring the 
comfortable funding structure. 

During the first half of the year, the three main rating agencies 
reviewed their ratings and outlook for Spain's sovereign debt, the 
banking system and, in Fitch's case, Banco Santander S.A.'s.  
Regarding the latter, Fitch confirmed its ratings (long-term debt at 
A- and short-term at F2), as did Moody's and S&P until the next 
revision in the second half of the quarter. Fitch and S&P changed 
the outlook from stable to negative due to the economic 
consequences that the COVID-19 crisis could have on the ratings in 
the long term. Moody's, on the other hand, maintained its ratings 
at A2 and P-1, with a stable outlook.

Customer funds Customer funds
EUR billion % operating areas. June 2020

    (*) In constant EUR: +7% 
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SOLVENCY RATIOS

• At the end of June, the CET1 ratio rose 26 bps in the quarter to 11.84%. The organic generation and the anticipation of the 
measures expected in the European regulation of capital requirements, led to an increase of 52 bps, partially offset by  
corporate operations, pensions and markets performance.

• Tangible equity per share was EUR 4.00, 5% lower quarter-on-quarter.

• The fully loaded leverage ratio was 4.8%.

At the end of the quarter, the total phased-in capital ratio stood at 
15.48% and the CET1 ratio (phased-in and fully loaded) at 11.84%, 
after increasing 26 bps in the quarter. We have a strong capital 
base, comfortably meeting the minimum levels required by the 
European Central Bank on a consolidated basis (13.02% for the 
total capital ratio and 8.86% for the CET1 ratio), after the recent 
measures adopted by regulators of reducing the Pillar 2 R and 
countercyclical buffer. This results in a CET1 management buffer 
of 298 bps, compared to the pre-COVID-19 buffer of 189 bps.

In the quarter, we continued to generate capital organically, 
increasing 34 bps due to underlying profit, management of risk 
weighted assets and increased securitisations. Additionally, 6 bp 
dividend accrual to allow the flexibility to pay a cash dividend 
against 2020 results, as soon as market conditions normalise and 
subject to regulatory approvals and guidance. 

These, together with the positive regulatory impact mainly from 
bringing forward the expected European regulation of capital 
requirements (CRR2 quick fix) measures, led to a total increase of 
52 bps.

On the other hand, there were several non-recurring impacts in the 
quarter, such as corporate transactions, which had a negative 
impact of 7 bps (mainly related to Ebury), together with other 
negative impacts from pensions and markets.

Had the IFRS 9 transitional arrangement not been applied, the 
total impact on the CET1 would have been -38 bps, of which 13 
bps correspond to the second quarter due to the application of the 
dynamic phased-in.

Eligible capital. June 2020* Fully-loaded capital ratio*
EUR million %

Phased-in Fully-loaded
CET1  67,192  67,192 
Basic capital  76,476  75,920 
Eligible capital  87,837  87,750 
Risk-weighted assets  567,446  567,446 

CET1 capital ratio  11.84  11.84 
T1 capital ratio  13.48  13.38 
Total capital ratio  15.48  15.46 

CET1 evolution*
%
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RISK MANAGEMENT
• Santander’s Risk management in Q2 focused on protecting our stakeholders in an environment that has been, and still is, 

characterised by the disruption arising from COVID-19. The Group is actively supporting our customers through various relief 
programmes, especially those that are more vulnerable, monitoring their performance and payment capacity as well as 
ensuring that business continuity plans remain effective so that we keep serving our clients under the highest quality 
standards.

• The NPL ratio was 3.26% as of the end of June in line with the first quarter and lower on an annual basis, explained by loan 
growth and containment of our customers’ credit quality deterioration through the aforementioned relief programmes.  Cost 
of credit increased to 1.26% due to the additional provisions that have been recorded to face the potential consequences of the 
pandemic. As a result, coverage increased to 72%, rising 1 pp compared to the previous quarter.

• Our market risk exposure in the second quarter maintained its low profile, with low VaR levels after the market volatility spike 
caused by the COVID-19 situation in previous months.  

• The operational risk profile remained stable, with a similar distribution of losses by category as in the previous quarter,  
despite the exceptional circumstances. In addition to reinforcing existing controls, new ones were launched to avoid the 
increase of operational risk levels. 

u COVID-19 risk management

Santander’s priority is to protect the health of our employees, 
customers and shareholders but also to help mitigate the 
economic and financial impact that the health crisis could have.

In this respect, several work streams were activated to find the 
best possible outcome for our customers as well as to preserve the 
Bank’s strength and solvency:

• Identification of vulnerable customers, collectives and sectors 
that are affected or could be affected by the effects of the 
pandemic.

• Close monitoring of their situation and needs in light of the most 
recent pandemic and market developments.

• Scenario analysis to assess potential impacts and define action 
plans in case they are needed.

• Assessment of the risk control framework, risk appetite 
statement, management limits and policies to ensure their 
appropriateness under the current circumstances.

• Strengthening of the recoveries teams in all our geographies. 

Continuous interaction and coordination among our local units and 
Group is a key asset. The experience gained in fighting the health 
crisis across all our geographies enable us to share best practices 
and quickly implement actions and strategies adapted to each 
local market. 

The Group's business contingency plans remain active across all 
our markets to ensure that all our processes and functions are 
preserved so that we keep serving our customers under the 
highest quality standards in these difficult times.

The additional governance activated, which includes the Special 
Situation Committees, has been critical to address and closely 
monitor the current situation and its potential negative effects. 

The board and senior management, in order to facilitate the 
decision-making process, are regularly updated with the 
continuous monitoring of the key risk indicators. 

In order to minimise the medium- and long-term economic 
impacts of the efforts taken to contain the COVID-19 pandemic, 
Santander implemented a set of support measures following 
regulatory and supervisory recommendations, that, in many cases, 
were materialised through moratoria on payments of credit 
obligations or government guaranteed loans, with the aim of 
supporting the economic and financial challenges faced by 
borrowers.

To support our customers and foster their economic resilience 
during the crisis and help them overcome its consequences, 
different measures have been implemented. Of note:

• Provide liquidity and credit facilities for individuals and 
businesses through government programmes. Around 630,000 
operations were formalised which amounted to more than EUR 
25 billion, 3% of the portfolio. Of note were the ICO (Instituto de 
Crédito Oficial) loans granted in Spain.

• As for payment holidays and moratoria, 5.4 million operations 
have been formalised for a total of EUR 116 billion (12% of the 
portfolio), of which 1.9 million operations correspond to 
government programmes, which account for EUR 72 billion (7% 
of the portfolio), and 3.5 million operations correspond to non-
government programmes, which account for EUR 44 billion (5% 
of the portfolio).

The main features of the moratoria are:

– Circa 60% correspond to residential mortgages, mainly in the 
United Kingdom, and mostly under short-term government 
programmes (3 months, extendable for another 3). Santander 
UK's mortgage portfolio has an average LTV of around 41%.
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– Around 65% of consumer loans are secured (auto loans). They 
are mainly booked in our subsidiaries specialised in that 
business; Santander Consumer Finance and SC USA.

– The corporate and SME portfolio is, in percentage terms, the 
one that has least resorted to moratorium measures. This is 
partly due to the accessibility of this kind of company to other 
types of support measures, such the aforementioned liquidity 
lines and credit facilities.

– Most moratoria are short term. About 90% will expire in 2020 
(less than 6 months of residual maturity). Some governments 
and institutions are re-extending the term of the initial 
moratoria, especially those that were launched in the initial 
phases of the pandemic, with less visibility of the potential 
duration of the crisis. However, these re-extensions are also 
short term. Circa 25% of moratoria have already expired, and 
although it is early to have full visibility of their performance 
once the support measure is over, as of the end of June the 
performance of expiring moratoria is similar to that of the 
portfolio which has not required this kind of measures. 98% 
of expired moratoria remain performing status.

u Credit risk management

The Group’s NPL ratio in June increased by 1 bp to 3.26% (-25 bps 
year-on-year) favoured by the COVID-19 public and private 
customer support programmes (liquidity lines, ICO in Spain, CBILS 
and CLBILC in the UK, etc), which were reflected in the loan growth 
of the SME and Corporate segments.

Regarding credit risk performance, non-performing loans 
amounted to EUR 32,782 million in June, a 1% increase compared 
to the previous quarter, in constant euros.

Credit risk
EUR million

Jun-20 Jun-19 Chg (%) Dec-19

Non-performing loans  32,782  34,421  (4.8)  33,799 

NPL ratio (%)  3.26  3.51  3.32 

Loan-loss allowances  23,635  23,432  0.9  22,965 

   For impaired assets  13,458  14,723  (8.6)  14,093 

   For other assets  10,177  8,709  16.9  8,872 
Coverage ratio (%)  72  68  68 
Cost of credit (%)  1.26  0.98  1.00 

NPL and coverage ratios. Total Group
% 

3.51 3.47 3.32 3.25 3.26

68 67 68 71 72

NPL ratio Coverage ratio

Jun-19 Sep-19 Dec-19 Mar-20 Jun-20

Key metrics geographic performance. June 2020

% Change (bps)
NPL ratio QoQ YoY Coverage ratio

EUROPE  3.24  5  (24)  53.4 
Spain  6.55  (33)  (47)  43.3 
Santander Consumer Finance  2.52  9  28  106.1 
United Kingdom  1.08  12  (5)  46.0 
Portugal  4.43  (13)  (57)  60.9 
Poland  4.57  28  36  69.0 
NORTH AMERICA  1.73  (29)  (56)  206.5 
USA  1.49  (51)  (83)  253.1 
Mexico  2.50  43  29  114.9 
SOUTH AMERICA  4.74  11  (7)  93.0 
Brazil  5.07  14  (20)  110.2 
Chile  4.99  36  47  54.7 
Argentina  3.15  (82)  (64)  165.7 
GROUP  3.26  1  (25)  72.1 
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Loan-loss provisions in the second quarter amounted to EUR 3,118 
million, 66% higher than in the same period of the previous year in 
constant euros. In the first half of 2020, provisions amounted to 
EUR 7,027 million, with an increase of 78% year-on-year in 
constant euros, mainly explained by:

• Initial signs of deterioration in the different loan portfolios 
observed during the quarter. This has not significantly 
materialised due to the previously mentioned customer support 
and relief measures that have been implemented. 

• Additional provisions raised reflecting the IFRS 9 forward-
looking view, based on a long term approach, taken into account 
by regulators and supervisors, to the potential macroeconomic 
scenarios in the COVID-19 context.

• Collective and individual assessment to reflect expected credit 
losses for assets where credit risk is deemed to have increased. 
In particular, the Group is continuously monitoring the sectors 
that have been most affected by the financial impacts of the 
pandemic, including those related to leisure and tourism, the 
automotive industry and the oil & gas sector. As in all sectors, 

the Group has a well-diversified portfolio in terms of footprint 
and concentration, which is a mitigating factor even under these 
circumstances, with the pandemic and its consequences at 
different phases in the different geographical areas. In addition, 
governments and central banks have extended specific support 
measures to companies in these sectors in the most affected 
geographical areas.

• Year-to-date loan growth stimulated by economic support 
programmes.

Consequently the Group's cost of credit stood at 1.26% if we 
consider provisions over the last 12 months (1.46% considering 
annualised year-to-date provisions). 

It should also be noted that the EUR 1.6 billion provisions overlay 
recorded in first quarter has been allocated across our different 
markets. This allocation is distributed according to the size of each 
of our local banks, their loan portfolio characteristics and the 
potential economic and financial impact of the health crisis in each 
geography.

Net loan-loss provisions. Geographic distribution
EUR million Q1'20 Q2'20 H1'20

LLPs
published Overlay fund Total

LLPs
Total
LLPs

Total
LLPs

EUROPE  556  778  1,335  877  2,211 
Spain  253  375  628  313  941 
Santander Consumer Finance  172  145  317  184  501 
United Kingdom  49  142  191  239  430 
Portugal  5  75  80  24  105 
Poland  68  28  95  89  184 
Other  9  14  23  29  51 
NORTH AMERICA  874  372  1,246  1,123  2,368 
USA  646  327  972  832  1,804 
Mexico  228  46  273  291  564 
SOUTH AMERICA  875  450  1,325  1,110  2,435 
Brazil  709  358  1,066  843  1,909 
Chile  107  56  163  183  346 
Argentina  39  35  75  57  132 
Other  20  —  20  26  47 
SANTANDER GLOBAL PLATFORM  0  —  0  1  1 
CORPORATE CENTRE  3  0  3  8  11 
GROUP  2,309  1,600  3,909  3,118  7,027 

Total loan-loss reserves stood at EUR 23,635 million, with a non-
performing loan coverage ratio of 72% due to higher provisions.

It should also be taken into consideration that a significant part of 
our portfolios in Spain and the UK have real estate collateral, 
which requires lower coverage levels.
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Non-performing loans by quarter
EUR million

Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20
Balance at beginning of period  35,692  35,590  34,421  34,326  33,799  32,743 

   Net additions  2,147  2,511  3,190  2,696  2,543  2,805 
   Increase in scope of consolidation  —  —  —  —  —  — 
   Exchange rate differences and other  479  (162)  (110)  (51)  (964)  (353) 
   Write-offs  (2,728)  (3,518)  (3,175)  (3,172)  (2,635)  (2,413) 

Balance at period-end  35,590  34,421  34,326  33,799  32,743  32,782 

 

For the purposes of the classification of exposures in the stages of 
IFRS 9, it should be noted that the Group has taken into account 
the indications provided by the European Banking Authority (EBA) 
as regards the classification of exposures subject to moratoria. 
Accordingly, these moratoria are not considered to be automatic 
indicators for identifying these contractual modifications as 
forbearance measures, nor for classifying them as stage 2. 

However, this does not exempt the rigorous application of IFRS 9 
in the monitoring of customer credit quality and, using individual 
or collective assessment techniques, the timely detection of 
significant increases in credit risk in certain transactions or groups 
of transactions. As such, the macroeconomic deterioration caused 
by the pandemic has led to a stage 2 classification of EUR 8 billion 
of assets.

u Market risk

• The global corporate banking trading activity risk is mainly 
interest rate driven, focused on servicing our customers' needs 
and measured in daily VaR terms at 99%. In the second quarter, 
VaR fluctuated around an average value of EUR 15.4 million, 
stabilising after the market volatility spike caused by the 
COVID-19 situation in the previous quarter, closing the period at 
EUR 9.8 million. These figures remain low compared to the size 
of the Group’s balance sheet and activity. 

• It should be also mentioned that there are other positions 
classified for accounting purposes as trading (total VaR of EUR 
9.9 million at the end of June 2020).

Coverage ratio by stage
EUR billion

Exposure1 Coverage
Jun-20 Mar-20 Jun-20 Mar-20

Stage 1 878 891  0.6%  0.6% 

Stage 2 61 53  7.7%  8.2% 

Stage 3 33 33  41.1%  40.8% 

(1) Exposure subject to impairment. Additionally, in June 2020 there is EUR 35 billion in 
loans and advances to customers not subject to impairment recorded at mark to market 
with changes through P&L (EUR 31 billion in March 2020). 

Stage 1: financial instruments for which no significant increase in credit risk is identified 
since its initial recognition.
Stage 2: if there has been a significant increase in credit risk since the date of initial 
recognition but the impairment event has not materialised, the financial instrument is 
classified in Stage 2.
Stage 3: a financial instrument is catalogued in this stage when it shows effective signs 
of impairment as a result of one or more events that have already occurred resulting in 
a loss.

Trading portfolios*. VaR performance
EUR million

31/12/2019 30/6/2020

0

20

40

60

(*) Corporate & Investment Banking performance in financial markets.
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Trading portfolios (1). VaR by geographic region
EUR million

2020 2019

Second quarter Average Latest Average

Total  15.4  9.8  11.4 
Europe  14.9  8.7  5.8 
North America  8.8  6.2  3.6 
South America  5.8  4.3  8.6 

(1) Activity performance in Corporate & Investment Banking markets. 

Trading portfolios (1). VaR by market factor
EUR million
Second quarter 2020 Min. Avg. Max. Last
VaR total  9.8  15.4  29.5  9.8 
Diversification effect  (9.5)  (16.9)  (30.9)  (10.8) 
Interest rate VaR  5.7  11.7  25.8  5.7 
Equity VaR  2.1  5.7  10.7  3.7 
FX VaR  5.0  7.9  10.7  5.1 
Credit spreads VaR  3.6  6.9  11.4  6.0 
Commodities VaR  0.0  0.0  0.0  0.0 

(1) Activity performance in Corporate & Investment Banking markets. 

NOTE: In the North America, South America and Asia portfolios, VaR corresponding to 
the credit spreads factor other than sovereign risk is not relevant and is included in the 
interest rate factor.

u Structural and liquidity risk

• With regards to structural exchange rate risk, Santander’s CET1 
ratio coverage remained around 100% in order to protect it from 
foreign currency movements.

• In structural interest rate risk, very positive performance in the 
ALCO activity amid continuous support from Central Banks and 
governments, which helped to reduce the pressure over market 
interest rates although volatility remains due to the current 
uncertainty.

• In liquidity risk during the second quarter, the Group maintained 
a comfortable position, supported by a robust and diversified 
liquidity buffer, with ratios well above regulatory limits. 

u Operational risk 

• Overall, the pandemic situation led to an increase in the 
inherent operational risk exposure, although the Group has put 
in place additional controls in order to maintain operational risk 
levels prior to COVID-19 and reinforce the existing ones.  The 
following aspects were closely monitored:

– Business continuity plans were effectively deployed to 
support our employees, customers and overall businesses.

– The pandemic and remote working scenario has a direct 
impact on the cyber threats landscape and its associated 
risks. Controls are being reinforced to support the control 
environment (i.e. patching, browsing control, data protection 
controls, etc.). 

– Increase in technological support in order to ensure 
availability and adequate performance of our services, 
especially in online banking and call centres. 

– Transaction processing risk increases due to the volume of 
new loans and multiple changes in existing portfolios derived 
from government aid programmes and internal policies. 
Additional controls have been implemented to minimise 
incidents. 

• In terms of the second quarter performance, levels of losses in 
relative terms by Basel categories were aligned with the second 
quarter of 2019, and similar to the previous quarter. There have 
been no major events related to the COVID-19 situation.

Response to the 
COVID-19 crisis
Business model

Group financial 
information

Financial information 
by segments

Responsible banking
Corporate governance
Santander share Appendix

Risk management

24 January - June 2020



GENERAL BACKGROUND

Activity in the second quarter was shaped by the confinement measures aimed at curbing the pandemic and economic policy 
measures to soften the consequences of the downturn. In general, the sharpest drop in activity in most economies was 
recorded this quarter. However, the intense response of monetary and fiscal policies has contained market deterioration and 
raised expectations of a recovery in activity, now that the lockdown measures are gradually being eased. Uncertainty 
regarding the possibility of a new outbreak of the pandemic, where the first wave was overcome, is still high, although the 
first data on activity after the loosening of measures is relatively encouraging, albeit uneven by country and sector.

Country
GDP 

Change1 Economic performance

Eurozone -3.1%
Economic activity plummeted in March-April as a consequence of COVID-19. Confidence indicators 
and retail sales started to recover in May, but the labour market is lagging behind. Inflation fell to 
0.3% year-on-year in June due to lower oil prices.

Spain -4.1%
GDP contracted in the first quarter due to the lockdown derived from COVID-19 and a further decline 
is expected in Q2'20. There has been a gradual normalisation since May, although it will take time to 
recover lost activity. Inflation turned negative in June (-0.3% year-on-year).

United 
Kingdom -1.7%

Following the GDP fall in Q1'20, the low point of the crisis is expected to be recorded in Q2 due to the 
almost complete halt of activity in April (GDP fell by 20.4%). Inflation reflected scant demand (0.6% 
in June). The official interest rate has remained at 0.1% since March.

Portugal -2.3%
The sharp fall recorded since March resulting from COVID-19 will lead to a more pronounced GDP 
decline in Q2'20 than in the previous quarter, although most indicators in May point to a moderate 
recovery. The jobless rate remained stable in Q1'20 (6.7%) and inflation turned positive in June (0.1% 
vs -0.7% in May).

Poland +2.0%
The economy in Q1'20 dropped 0.4% quarter-on-quarter, reflecting the first impacts of mitigation 
measures. Economic data for May shows the first signs of recovery, leaving the worst of the crisis in 
April. Inflation rebounded in June to 3.3% driven by services, and the central bank cut its key interest 
rate twice to 0.1%.

United 
States +0.3%

COVID-19 pushed the first quarter's GDP down 5% on an annualised quarterly basis. After a sharp rise 
in April (14.7% vs 3.5% in December), unemployment fell in June to to 11.1%. Inflation remained low 
(0.6%) and the Fed, after cutting interest rates to 0-0.25% in March, launched a number of facilities to 
support the markets and the flow of financing.

Mexico -1.4%
The economy contracted strongly in April (-17.3%), after falling 1.2% QoQ in Q1'20, reflecting the 
strong impact of the pandemic. The gradual reopening of activities in May-June will allow for some 
recovery in Q3'20. Inflation moderated (2.8% in May) and the central bank continued to cut rates (to 
5.0% vs. 6.5% in Q1'20) and announced further measures to support markets and lending. 

Brazil -0.3%
Economic growth fell a total of 16.4% between March-May, impacted by the pandemic. Indicators 
point toward some stabilisation since May, although remaining at depressed levels. Very low inflation 
(2.1% in June) and the central bank cut the official rate to 2.25% (3.75% in Q1'20), and announced 
further measures such as plans to purchase private sector debt.

Chile +0.4%
Between March and May, the economy contracted by 16.4%, and additional declines are expected 
due to the tighter restrictions on mobility implemented in May-end due to the COVID-19 outbreak. 
The central bank kept the official rate at 0.5% and extended the measures to support liquidity and 
lending.

Argentina -5.4%
GDP growth fell 26% between March and April, heavily impacted by the social distancing measures 
adopted arising from COVID-19. Inflation dipped to a monthly average of 1.8% in Q2'20 (2.5% in 
average in Q1'20). The renegotiation of foreign debt continued.

(1) Year-on-year change Q1'20
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DESCRIPTION OF SEGMENTS

The segment reporting is based on financial information 
presented to the chief operating decision maker, which excludes 
certain items included in the statutory results that distort year-
on-year comparisons and are not considered for management 
reporting purposes. This financial information (underlying basis) 
is computed by adjusting reported results for the effects of 
certain gains and losses (e.g. capital gains, write-downs, 
impairment of goodwill, etc.). These gains and losses are items 
that management and investors ordinarily identify and consider 
separately to better understand the underlying trends in the 
business.

The Group has aligned the information in this chapter in a 
manner consistent with the underlying information used 
internally for management reporting purposes and with that 
presented in the Group’s other public documents.

The Group's executive committee has been determined to be the 
chief operating decision maker for the Group. The Group’s 
operating segments reflect the organisational and management 
structures. The Group's executive committee reviews the 
internal reporting based on these segments in order to assess 
performance and allocate resources.

The segments are differentiated by the geographic area in which 
profits are earned and by type of business. The financial 
information of each reportable segment is prepared by 
aggregating the figures for the Group’s various geographic areas 
and business units. The information relates to both the 
accounting data of the units integrated in each segment and that 
provided by management information systems. In all cases, the 
same general principles as those used in the Group are applied.

The businesses included in each of the business areas in this 
report and the accounting principles under which their results 
are presented here may differ from the businesses included and 
accounting principles applied in the financial information 
separately prepared and disclosed by our subsidiaries (some of 
which are publicly listed) which in name or geographical 
description may seem to correspond to the business areas 
covered in this report. Accordingly, the results of operations and 
trends shown for our business areas in this document may differ 
materially from those of such subsidiaries.

In 2020, the Group maintains the general criteria applied in 
2019, as well as the business segments with the following 
exceptions, which only affect the secondary segments:

1. Following the creation of the reporting segment Santander 
Global Platform in 2019, which comprises our global digital 
services under a single unit, and its incorporation in both 
primary and secondary segments, in 2020 for better 
monitoring of its evolution and contribution to the Group's 
results, at the secondary segment level in addition to the 
results generated by the platforms, 50% of the results 
generated by countries in products linked to these platforms 
are considered. These results were previously included in 
Retail Banking.

2. Annual adjustment of the perimeter of the Global Customer 
Relationship Model between Retail Banking and Santander 
Corporate & Investment Banking and between Retail Banking 
and Wealth Management & Insurance.

These changes in the secondary segments have no impact on 
the primary segments and do not affect the Group’s figures. 

To allow better comparability of the secondary segments, 2019 
data has been provided on a new basis.

After these changes, the operating business areas are structured 
in two levels:

Primary segments 
This primary level of segmentation, which is based on the 
Group’s management structure, comprises five reportable 
segments: four operating areas plus the Corporate Centre. The 
operating areas are:

Europe: which comprises all the business activities carried out in 
the region. Detailed financial information is provided on Spain, 
Portugal, Poland, Santander Consumer Finance (which 
incorporates all the region’s business, including the three 
countries mentioned herewith) and the UK.

North America: which comprises all the business activities 
carried out in Mexico and the US, which includes the holding 
company (SHUSA) and the businesses of Santander Bank, 
Santander Consumer USA, Banco Santander Puerto Rico (whose 
sale was agreed in the second half of 2019 and its closing is 
expected in the third quarter of 2020), the specialised unit 
Banco Santander International and the New York branch. 

South America: includes all the financial activities carried out by 
the Group through its banks and subsidiary banks in the region. 
Detailed information is provided on Brazil, Chile, Argentina, 
Uruguay, Peru and Colombia.

Santander Global Platform: which comprises our global digital 
services under a single unit, includes Global Payments Services 
(Global Trade Services, Global Merchant Services, Superdigital, 
Pago FX), our fully digital bank Openbank and Open Digital 
Services, and Digital Assets (Centres of Digital Expertise, 
InnoVentures and Digital Assets).
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Secondary segments
At this secondary level, the Group is structured into Retail 
Banking, Santander Corporate & Investment Banking, Wealth 
Management & Insurance and Santander Global Platform.

Retail Banking: this covers all customer banking businesses, 
including consumer finance, except those of corporate banking, 
which are managed through Santander Corporate & Investment 
Banking, asset management, private banking and insurance, 
which are managed by Wealth Management & Insurance and 
50% of the countries’ results generated by digital services, 
which are included in  Santander Global Platform. The results of 
the hedging positions in each country are also included, 
conducted within the sphere of each one’s assets and liabilities 
committee. 

Santander Corporate & Investment Banking (SCIB): this business 
reflects revenue from global corporate banking, investment 
banking and markets worldwide including treasuries managed 
globally (always after the appropriate distribution with Retail 
Banking customers), as well as equity business.

Wealth Management & Insurance: includes the asset 
management business (Santander Asset Management), the 
corporate unit of Private Banking and International Private 
Banking in Miami and Switzerland and the insurance business 
(Santander Insurance). 

Santander Global Platform: which comprises our global digital 
services under a single unit (breakdown in the primary segment 
definition), as well as 50% of the results generated by these 
services in the commercial network.

In addition to these operating units, which report by geographic 
area and businesses, the Group continues to maintain the area 
of Corporate Centre, that includes the centralised activities 
relating to equity stakes in financial companies, financial 
management of the structural exchange rate position, assumed 
within the sphere of the Group’s assets and liabilities 
committee, as well as management of liquidity and of 
shareholders’ equity via issuances.

As the Group’s holding entity, this area manages all capital and 
reserves and allocations of capital and liquidity with the rest of 
businesses. It also incorporates amortisation of goodwill but not 
the costs related to the Group’s central services (charged to the 
areas), except for corporate and institutional expenses related to 
the Group’s functioning.

As described on the previous page, the results of our business areas presented below are provided on the basis of underlying 
results only and including the impact of foreign exchange rate fluctuations. However, for a better understanding of the actual 
changes in the performance of our business areas, we provide and discuss the year-on-year changes to our results excluding such 
impact.

On the other hand, certain figures contained in this report, including financial information, have been subject to rounding to 
enhance their presentation. Accordingly, in certain instances, the sum of the numbers in a column or a row in tables contained in 
this report may not conform exactly to the total figure given for that column or row.
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January-June 2020
Main items of the underlying income statement
EUR million

Primary segments
Net interest

income
Net fee
income

Total
income

Net operating
income

Profit
before tax

Underlying
attributable

profit to
the parent

EUROPE  6,787  2,413  9,551  4,314  1,747  1,075 
     Spain  1,856  1,178  3,350  1,509  350  251 
     Santander Consumer Finance  1,926  345  2,266  1,283  849  477 
     United Kingdom  1,769  290  2,077  707  198  139 
     Portugal  399  191  668  372  230  160 
     Poland  547  220  742  428  167  73 
     Other  289  189  448  15  (48)  (25) 

NORTH AMERICA  4,339  860  5,642  3,301  883  617 
     US  2,891  465  3,730  2,144  305  211 
     Mexico  1,448  396  1,912  1,156  578  406 

SOUTH AMERICA  5,671  1,847  7,854  5,093  2,465  1,383 
     Brazil  4,083  1,483  5,788  3,949  1,881  995 
     Chile  873  166  1,137  678  331  183 
     Argentina  502  132  628  289  125  109 
     Other  213  65  301  177  127  96 

SANTANDER GLOBAL PLATFORM  63  31  89  (59)  (67)  (41) 
CORPORATE CENTRE  (658)  (15)  (617)  (784)  (1,186)  (1,125) 
TOTAL GROUP  16,202  5,136  22,518  11,865  3,841  1,908 

Secondary segments
RETAIL BANKING  15,026  3,518  18,831  10,220  2,930  1,616 
CORPORATE & INVESTMENT BANKING  1,384  810  2,726  1,683  1,391  928 
WEALTH MANAGEMENT & INSURANCE  236  599  1,069  605  589  427 
SANTANDER GLOBAL PLATFORM  214  224  510  141  117  63 
CORPORATE CENTRE  (658)  (15)  (617)  (784)  (1,186)  (1,125) 
TOTAL GROUP  16,202  5,136  22,518  11,865  3,841  1,908 

Underlying attributable profit geographic distribution* Underlying attributable profit H1'20. Core markets 
First half  2020 EUR million. % change YoY in constant euros 

(*) As a % of operating areas. Excluding Corporate Centre and Santander Global Platform.
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January-June 2019
Main items of the underlying income statement
EUR million

Primary segments
Net interest

income
Net fee
income

Total
income

Net operating
income

Profit
before tax

Underlying
attributable

profit to
the parent

EUROPE  7,141  2,630  10,413  4,822  3,549  2,354 
     Spain  2,018  1,247  3,706  1,661  936  694 
     Santander Consumer Finance  1,911  415  2,321  1,286  1,117  658 
     United Kingdom  1,919  423  2,388  946  792  582 
     Portugal  429  197  712  400  379  260 
     Poland  565  230  817  467  293  150 
     Other  299  118  469  62  33  10 

NORTH AMERICA  4,403  901  5,672  3,286  1,594  889 
     US  2,860  479  3,734  2,154  891  465 
     Mexico  1,543  423  1,938  1,132  703  424 

SOUTH AMERICA  6,647  2,355  9,134  5,825  3,661  1,961 
     Brazil  4,979  1,855  6,864  4,637  2,846  1,482 
     Chile  940  200  1,255  731  560  311 
     Argentina  511  241  720  289  127  73 
     Other  217  60  295  168  128  94 

SANTANDER GLOBAL PLATFORM  46  2  39  (69)  (70)  (51) 
CORPORATE CENTRE  (600)  (27)  (822)  (1,015)  (1,155)  (1,108) 
TOTAL GROUP  17,636  5,863  24,436  12,849  7,579  4,045 

Secondary segments
RETAIL BANKING  16,406  4,312  21,070  11,629  6,607  3,763 
CORPORATE & INVESTMENT BANKING  1,354  726  2,569  1,448  1,356  860 
WEALTH MANAGEMENT & INSURANCE  284  571  1,085  608  610  444 
SANTANDER GLOBAL PLATFORM  192  280  534  179  160  85 
CORPORATE CENTRE  (600)  (27)  (822)  (1,015)  (1,155)  (1,108) 
TOTAL GROUP  17,636  5,863  24,436  12,849  7,579  4,045 
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EUROPE
Highlights (changes in constant euros)

• At a critical time, with a number of social and commercial factors that entail major challenges, we are 
working in a coordinated and integrated way to generate new business opportunities, including those 
related to technology and innovation. 

• In this environment of high uncertainty generated by the health crisis, loans grew 4%, mainly in SMEs 
and large corporates, which offset the falls in new lending in the consumer and individual segments, 
which has begun to recover in recent weeks. 

• Underlying attributable profit amounted to EUR 1,075 million, down 54% compared to 2019, due to 
lower customer revenue and higher provisions. Costs improved 6%, with good performance in all 
markets, reflecting the management and optimisation measures.

EUR 1,075 Mn
Underlying 
attributable profit

Strategy

In Europe, we continued making progress to simplify our business 
model and enhance our digital capabilities in order to offer better 
products and services. We are working on:

• The implementation of the different technological platforms and 
services in our markets, accelerating the digital transformation 
process, improving customer experience and expanding distribution 
channels for our products and services.

• Simplifying the number of products to gain efficiency and agility but 
maintaining a full value proposition that is capable of meeting the 
daily needs of our individual customers and offering tailored 
solutions for SMEs and large corporates.

These improvements enable us to appreciate the benefits of business 
units joining forces, creating One Santander Europe, accelerating and 
promoting agility and collaboration across countries and global 
businesses, making the most of our capabilities.

Business performance

Gross loans and advances to customers (excluding reverse repos) 
increased by 4%,  boosted by the UK (mortgages) and CIB, as well as 
SCF (driven by organic growth in 2019 and early 2020 and the joint 
venture in Germany) and Poland. Growth in Spain was more than EUR 
11 billion in the quarter, spurred by ICO guaranteed loans.

Customer deposits (excluding repos) increased 4% year-on-year with 
rises in almost all countries. Mutual funds fell 1%, very impacted by 
markets, with customer funds growing 3%.

Results

Underlying attributable profit amounted to EUR 1,075 million in the 
first half, 54% less than the previous year. By line:

• In an environment of low interest rates and high uncertainty derived 
from the health crisis, total income dropped 8%. Net interest income 
was 4% lower driven by Spain (smaller ALCO portfolio, average 
volumes and lower rates) and the UK (competitive pressure, lower 
SVR attrition and rates). Net fee income fell 8% driven by lower 
business activity and transactionality in the last months whilst gains 
on financial transactions rose 8%. Lastly, decreases in other 
operating income due to lower income from real estate stakes in 
Spain and the higher contribution to the SRF.

• Overall cost decreases across markets, mainly in Spain, which was 
reflected in the 6% fall in the region (-7% in real terms) because of 
the efficiencies generated and the optimisation processes. 

• Provisions rose 163% due to the expected deterioration of the macro 
variables arising from the health crisis. 

In the quarter, profit rose 45% mainly due to lower provisions and 
other results. 

Customers
June 2020. Thousands

Loyal customers Digital customers

9,834 14,666

 +36% /active 
customers  +9% YoY

Activity
June 2020. EUR billion and % change in constant euros

+1% +5%
QoQ QoQ

656 672
+4% +3%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

 

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  4,577  -7 %  9,551  -8 %

Expenses  -2,526  -6 %  -5,237  -6 %

Net operating 
income  2,051  -8 %  4,314  -10 %

LLPs  -877  -34 %  -2,211  +163 %

PBT  1,014  +40 %  1,747  -50 %

Underlying attrib. 
profit  632  +45 %  1,075  -54 %

     Detailed financial information on page 60
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SPAIN
    Highlights

Period eminently impacted by the state of alarm declared in response to the COVID-19 health crisis, 
where our main goal was to protect our employees and customers, boosting our digital capabilities to 
preserve services and interaction remotely, exceeding 100 million accesses to digital channels per 
month.

• Our aim is to be part of the solution to the economic crisis by leading numerous initiatives to support 
families, self-employed workers and businesses, having granted 27% of the total ICO funding.

• Underlying attributable profit was EUR 251 million, 64% lower than in 2019, predominantly affected 
by higher provisions, in an environment of post-COVID-19 uncertainty. This impact was partially 
offset by lower costs (-10%). Net operating income fell 9%.

EUR 251 Mn
Underlying 
attributable profit

Commercial activity

• We have granted more than EUR 50 billion to self-employed workers, 
SMEs and corporates since the state of alert started, of which more 
than EUR 23.9 billion in ICO-guaranteed loans in more than 150,000 
operations and EUR 12 billion in commercial papers.

• In individuals, the focus was on the Plan Ayuda a las Personas, 
particularly on measures to help vulnerable customers, with a total 
of 75,000 customers receiving legal mortgage payment holidays. In 
addition, 96,000 of customers signed up to other measures such as 
payment holidays for consumer loans, cards or shareholder loans.

• Double-digit growth in businesses, SMEs and corporates, spurred by 
the ICO-guaranteed loans, which offsets the lower production of 
transactional related products.

• At quarter-end, we focused on stimulating commercial activity with 
individuals, of note was the launch of auto insurance, which has a 
unique process in the market, is fully digital and has an omni-channel 
strategy for both point of sale and and servicing. 

Business performance

In the quarter, loans grew more than EUR 11 billion (+6%), strongly 
driven by SMEs and corporates. On a year-on-year basis, growth was 
1%. In individuals, mortgage completions and consumer lending were 
significantly lower year-on-year (-16% and -55%, respectively), in line 
with the economic slowdown recorded in the country.

Customer funds (excluding repos) were 2% lower, impacted by the fall 
in time deposits and mutual funds (-3%), mainly due to markets. On the 
other hand, demand deposits rose 3%. In the quarter, deposits grew 
6%, maintaining solid liquidity levels.

Results

Underlying attributable profit in the first half of the year amounted to 
EUR 251 million, 64% lower year-on-year. By line:

• Total income fell 10%, impacted by net interest income (smaller 
ALCO portfolio and lower stock in wholesale banking), lower fee 
income from reduced transaction volumes and market performance, 
and reduced income from stakes (mainly real estate). 

• Costs fell at double-digit rates (-10% year-on-year) as a result of the 
optimisation processes carried out.

• as a result, net operating income fell 9%.

• Higher loan-loss provisions derived from the COVID-19 crisis. Despite 
the economic recession, the NPL ratio fell 47 bps year-on-year to 
6.55%, mainly explained by the high level of corporate loans granted.

Compared to the first quarter of 2020, profit increased driven by NII 
recovery and positive cost performance. In addition, the first quarter 
was impacted by higher provisions.

Customers
June 2020. Thousands

Loyal customers Digital customers

2,542 5,091

 +33% /active 
customers  +10% YoY

Activity
June 2020. EUR billion and % change

+6%
+6% QoQ
QoQ

204 312
+1% -2%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  1,562  -13 %  3,350  -10 %

Expenses  -896  -5 %  -1,841  -10 %

Net operating 
income  665  -21 %  1,509  -9 %

LLPs  -313  -50 %  -941  +100 %

PBT  237  +112 %  350  -63 %

Underlying attrib. 
profit  161  +79 %  251  -64 %

      Detailed financial information on page 61
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SANTANDER CONSUMER FINANCE
Highlights (changes in constant euros)

During the quarter, SCF continued to proactively manage the COVID-19 impact. Priorities are to 
protect employees’ health, ensure business continuity and service in branches and call centres, and to 
support customers and business partners (car manufacturers, dealers and retailers).

• As a result of the health crisis, new business fell 18% compared to the same period in 2019. However, 
most markets are showing strong signs of recovery in recent weeks from minimum levels reached in 
April.

• Net operating income of EUR 1,283 million was 1% higher year-on-year driven by a strong start to the 
year and lower costs, which offset impact of lower volumes. Underlying attributable profit was down 
26%, greatly affected by increased provisions. 

EUR 477 Mn
Underlying 
attributable profit

Commercial activity

We continue to focus on remaining the leader in auto finance and 
increasing consumer finance by boosting digital channels, which is the 
strategy behind our acquisition of 50% of Sixt Leasing and the joint 
consumer finance operation launched with Telecom Italia Mobile. 

Business performance

Most of SCF’s markets have been significantly affected by COVID-19, 
with a drop in new business starting in mid-March due to gradual 
lockdowns in most European countries. New lending fell 18% year-on-
year (better than European new car sales, -39% as of June). The largest 
falls were in Southern Europe (c. -30%), which was most affected by 
isolation measures, whereas Northern European markets were stronger 
(c. -10%) as measures were softer. 

Since reaching its minimum in April (c. 50% of normal levels), new 
business has recovered to nearly 90% of pre-crisis levels. Both the stock 
of credit and customer deposits excluding repos increased 3% year-on-
year.

On the other hand, in order to compensate lost revenue, several 
measures are being carried out to reduce risk while supporting 
customers, particularly strong reductions in operating expenses and 
income initiatives in pricing, cost of funding and  insurance sales.

Results

Underlying attributable profit of EUR 477 million in the first half of 
2020, 26% lower in constant euros than in the same period of 2019:

• Net interest income grew 3% driven by greater volumes and revenue 
actions mitigated somewhat by the European Court of Justice ruling 
regarding early repayment of loans and interest rate limitations in 
Poland. Additionally, net fee income decreased due to lower new 
business in the second quarter.

• Costs decreased 4% mainly due to COVID-19 mitigation actions and 
continued efficiency projects in several units. 

• As a result, efficiency improved 120 bps and net operating 
income rose 1%.

• LLPs rose significantly driven by COVID-related provisions, portfolio 
sales and other positive one-offs in 2019. As a result, the cost of 
credit stood at 0.78% and the NPL ratio at 2.52%, 28 bps higher than 
June 2019.

• The largest contribution to the underlying attributable profit came 
from Germany (EUR 134 million), the Nordics (EUR 120 million) and 
Spain (EUR 59 million). 

Compared to the previous quarter, underlying attributable profit grew 
19% driven by efficiency improvement and the large loan-loss 
provisions in the first quarter.

Customer loan distribution
June 2020

Activity
June 2020. EUR billion and % change in constant euros

-1%
QoQ -20%

102 QoQ

+3% -18%
YoY 18 YoY

Gross loans and advances to 
customers excl. reverse repos New lending

 

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  1,095  -5 %  2,266  -1 %

Expenses  -469  -8 %  -983  -4 %

Net operating 
income  626  -3 %  1,283  +1 %

LLPs  -184  -41 %  -501  +177 %

PBT  466  +23 %  849  -23 %

Underlying attrib. 
profit  258  +19 %  477  -26 %

        Detailed financial information on page 62
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UNITED KINGDOM
Highlights (changes in constant euros)

We continue to support our customers while actively managing our business and are confident in the 
resilience of our balance sheet with prudent approach to risk, liquidity and cautious business growth, 
positioning us well for recovery post COVID-19 crisis. 

• Our results and business performance for the first half of 2020 were materially impacted by the crisis. 
Net operating income fell 25% to EUR 707 million affected by pressures on income driven by lower 
interest rates and overdraft fee income, as costs decreased 5%. 

• Underlying attributable profit was down 76% mainly due to COVID-19 related impairment charges. 
EUR 139 Mn

Underlying 
attributable profit

Commercial activity

We continue to focus on building stronger customer relationships and a 
seamless customer experience. As a result, the proportion of loyal 
customers to active customers continued to grow year-on-year and digital 
customers now exceed 6 million. We are supporting our retail and 
corporate customers to help them bridge COVID-19 uncertainty. We 
helped over 238,000 mortgage customers with a payment holiday 
(around GBP 37 bn) and over 115,000 small and large business customers 
with various COVID-19 loan facilities (around GBP 3.5 bn).

Net mortgage lending of GBP 2 bn year-to-date, with strong first quarter 
growth partially offset by limited new mortgage inflows during the 
second quarter due to UK market lockdown. Corporate lending was up 
GBP 4.6 bn, almost exclusively driven by our lending through COVID-19 
related government schemes.

Our strategic transformation programme, which commenced in 2019, 
with the aim to simplify and digitalise the business is regaining 
momentum.

Business performance

Gross loans and advances to customers (excluding reverse repos) 
increased 4% compared to June 2019, driven mainly by mortgages and 
the aforementioned flows in corporates.

Customer funds (excluding repos) were 5% greater year-on-year, with 
both Retail Banking and corporate deposits up.  

Results

Underlying attributable profit in the first six months of 2020 of EUR 139 
million, down 76% year-on-year (in constant euros):

• Total income was down 13%, impacted by base rate reductions and 
reduced fee income driven from lower activity and regulatory changes. 
This was partially offset by the 50 bps reduction in the 1I2I3 current 
account remuneration in May, and will benefit from a further 40 bps 
cut in August.

• Costs reduced 5%, reflecting efficiency savings from our 
transformation programme.

• Loan-loss provisions increased five-fold, driven by COVID-19 related 
impairment charges, from a very low base. The cost of credit remained 
at low levels (23 bps) and the NPL ratio decreased year-on-year to 
1.08% despite a pick-up in the quarter, supported by our prudent 
approach to risk management. 

In the second quarter of 2020, underlying attributable profit was EUR 54 
million, impacted particularly by increased provisions and reduced fee 
income.

Customers
June 2020. Thousands

Loyal customers Digital customers

4,483 6,074

 +31% /active 
customers  +7% YoY

Activity
June 2020. EUR billion and % change in constant euros

0% +4%
QoQ QoQ

238 213
+4% +5%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  979  -8 %  2,077  -13 %

Expenses  -656  -5 %  -1,370  -5 %

Net operating 
income  323  -13 %  707  -25 %

LLPs  -239  +28 %  -430  +437 %

PBT  80  -31 %  198  -75 %

Underlying attrib. 
profit  54  -33 %  139  -76 %
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PORTUGAL
Highlights 

The Bank adopted a set of measures to support its customers and the economy to tackle the 
pandemic, including the suspension of fees on digital payments; payment holidays on mortgages, 
consumer and business loans; and the participation in state-guaranteed credit lines for businesses.

• The Bank's support to the economy was reflected in new lending market shares, of more than 20% in 
corporate loans and mortgages.

• Santander was named Best Bank in Portugal 2020 by Global Finance and maintained the best risk 
ratings by the rating agencies, aligned with or above the sovereign’s.

• Underlying attributable profit decreased 39% year-on-year, as lower costs could not offset the impact 
of COVID-19 on income and provisions. Net operating income fell 7%.

EUR 160 Mn
Underlying 
attributable profit

Commercial activity

In the health crisis environment, the Bank adapted its product and 
service offering to customer needs: 

• The commercial network's activity was maintained, with the majority 
of our branches remaining open during the state of emergency (19 
March to 2 May), and a strategy oriented towards the use of digital 
channels by customers, which resulted in an increase in digital sales 
(now account for 37% of the total) and year-on-year growth in digital 
customers.

• Adoption of measures to support our customers, such as temporary 
suspension of fees for payment methods, a six-month payment 
holiday on loans to individuals, households and businesses, and a 
rapid participation in credit lines set up by the government to support 
businesses. 

• In addition, our transformation strategy remained unchanged, with 
Mundo 1|2|3 being the main customer loyalty driver.

Business performance

Gross loans and advances to customers (excluding reverse repos) rose 
4% year-on-year, backed by growth in SMEs loans.

Customer funds (excluding repos) were 3% higher year-on-year driven 
by growth in demand deposits.

Results

The first half underlying attributable profit decreased 39% year-on-
year to EUR 160 million:

• Total income fell 6%. Net interest income was 7% lower (dampened 
by low  interest  rates) and net fee income dropped 3%, impacted by 
the temporary suspension of fees for digital payments and lower 
activity in payment methods, insurance and credit. Gains on financial 
transactions remained unchanged and other operating income fell by 
EUR 8 million impacted by lower activity in insurance and the higher 
contribution to the SRF.

• Costs continued to fall  (-5%), with an efficiency ratio of 44%.

• As a result, net operating income declined 7%.

• Higher provisions for possible future impacts of the pandemic, raising 
the cost of credit to 0.30%. The NPL ratio fell to 4.43% mitigated by 
holiday payments.

Compared to the previous quarter, underlying attributable profit  
increased 35% mainly due to the COVID-19 related provisions recorded 
in the first quarter.

Customers
June 2020. Thousands

Loyal customers Digital customers

783 866

 46 % /active 
customers  +14 % YoY

Activity
June 2020. EUR billion and % change

+3%
+2% QoQ
QoQ

38 43
+4% +3%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  317  -9 %  668  -6 %

Expenses  -145  -4 %  -296  -5 %

Net operating 
income  172  -13 %  372  -7 %

LLPs  -24  -70 %  -105  — 

PBT  132  +35 %  230  -39 %

Underlying attrib. 
profit  92  +35 %  160  -39 %
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POLAND
Highlights (changes in constant euros)

In addition to the actions to protect customers and employees, the main management focus is on 
customer relationships, maximising business income and cost management in the difficult 
environment arising from lockdown restrictions related to the COVID-19 outbreak. 

• Santander Bank Polska is the third largest bank in Poland in terms of assets as of March 2020.

• Underlying attributable profit was EUR 73 million, down 50% year-on-year, impacted by the 
COVID-19 outbreak, significant official interest rate cuts, and the greater BFG contributions, 
partially offset by cost improvements. Net operating income was 6% lower.

EUR 73 Mn
Underlying 
attributable profit

Commercial activity

During the pandemic, the Bank took several actions to protect 
customers from the economic consequences derived from COVID-19, 
such as the suspension of capital instalments for cash loans, mortgages 
and SME loans. 

In January and February 2020, the Bank recorded strong sales growth, 
including digital sales. Business in March showed signs of a slowdown 
due to the COVID-19 crisis but began to recover in mid-April.

In the second quarter, we launched new products and processes in 
order to boost remote sales in a wide range of products, including 
personal loans and credit protection insurance, among others. We also 
simplified the application process for overdrafts through online 
channels and mobile platforms, and reinforced our product offering in 
health and life insurances as a opportunity to further bancassurance 
growth.

Santander Bank Polska was the only bank in Poland to receive an award 
from Euromoney for the actions taken for the benefit of its customers 
and society during the COVID-19 pandemic.

Business performance

• Gross loans and advances to customers (excluding reverse repos) 
rose 4% year-on-year, driven by all the Bank’s target segments. 
Strong volume growth in individuals (+6%) and cash loans (+13%), 
while SMEs and corporates fell 3%. On a quarterly basis, loans fell 
2% impacted by the decreases in SMEs, corporates and CIB.

• Deposits grew 13% year-on-year, boosted by SME deposits (+56%) 
and business and commercial banking deposits (+22%). CIB’s deposit 
base showed an annual decrease of 22%. The Group continued to 
actively manage deposits to optimise the cost of funding.

Results

Underlying attributable profit in the first half was EUR 73 million, 50% 
lower than in the same period of 2019. By line:

• Revenue down 7%, with a slight drop in net interest income (growth 
in volumes offset interest rate cuts and a one-off provision recorded 
due to the CJEU ruling regarding consumer loans), but mainly due to 
the decline in net fee income (lower customer transactionality), 
higher BFG contribution and lower gains on financial transactions.

• Net operating income was 6% lower, as the revenue decrease was 
partially mitigated by a better performance in costs (-8%), mainly 
due to personnel expenses.

• Loan-loss provisions increased 77% year-on-year, mainly due to the 
impact of the COVID-19 crisis, together with the revision of risk 
parameters and a one-off charge.

Compared to the previous quarter, underlying attributable profit 
increased strongly, favoured by lower LLPs, cost reduction and lower 
contributions to regulatory funds. 

Customers
June 2020. Thousands

Loyal customers Digital customers

2,026 2,635

 53 % /active 
customers  +9 % YoY

Activity
June 2020. EUR billion and % change in constant euros

-2% +6%
QoQ QoQ

30 38
+4% +9%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  377  +8 %  742  -7 %

Expenses  -143  -13 %  -315  -8 %

Net operating 
income  235  +26 %  428  -6 %

LLPs  -89  -3 %  -184  +77 %

PBT  105  +76 %  167  -41 %

Underlying attrib. 
profit  51  +130 %  73  -50 %
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NORTH AMERICA
Highlights (changes in constant euros)

• In North America, the US and Mexico are managed according to their local strategic priorities, 
while increasing coordination and cooperation between the two units. In the quarter, mitigation 
programmes were launched as a measure to support customers in response to the COVID-19 
pandemic.

• In volumes, double-digit year-on-year volume growth, both in gross loans and advances to 
customers and in customer funds.

• In results, underlying attributable profit decreased 29% year-on-year, driven by higher provisions 
in Santander Bank (SBNA) and in the auto business in Santander Consumer USA (SC USA). Before 
provisions, total income remained stable and net operating income increased by 2%.

EUR 617 Mn
Underlying 
attributable profit

Strategy

In the US, SBNA's strategy focuses on improving customer satisfaction 
through digital channels and branches, while continuing to develop the 
Lead Bank initiative in corporate banking. In SC USA, focus is on 
managing the relation between profitability, through pricing, and risk, 
while improving the dealer experience. In Mexico, we remained focused 
on strengthening the distribution network and developing digital 
channels with the aim to attract customers and increase loyalty.

Coordination between the countries further increased as we continue to 
pursue join initiatives, such as: 

• Continued development of the USMX trade corridor. SCIB and 
Commercial Banking are working to deepen relationships with 
existing clients and increase client acquisition in both countries, 
which is reflected in corridor revenue growth (SCIB: +19%; 
Commercial: +16%).

• Commission-free same-day remittance service from Santander US 
branches to any bank in Mexico. At the same time, ongoing 
development of other payment alternatives for the USMX trade 
corridor, such as PagoFX.

• Joint technology programmes between the two countries:  operations 
know-how, digitalisation, hubs, front-office and back-office, and 
addressing common challenges in both countries.

Business performance

Gross loans and advances to customers (excluding reverse repos) 
increased 11% with similar growth in both countries. 

Customer funds (excluding repos) also presented a solid year-on-year 
performance (+18%) driven by growth in demand deposits in SBNA, 
corporate deposits in the New York branch and deposits in Mexico. This 
growth in deposits reflects the high level of liquidity in the system and 
the positive performance of our customer attraction and loyalty 
strategy. Mutual funds rose 4%.

Results

In the first half of the year, underlying attributable profit amounted to 
EUR 617 million, 29% lower year-on-year: 

• Net interest income remained stable driven by volume growth, and 
net fee income declined (-2%) affected by the lower activity in 
consumer banking.

• Costs decreased slightly, enabling the efficiency ratio to improve to 
41% despite the increase in amortisations and technology 
investment. Net operating income rose 2%.

• LLPs grew mainly due to COVID-19 related provisions. The NPL ratio 
improved to 1.73% and coverage was higher at 207%. The cost of 
credit increased to 3.21%.

Compared to the first quarter, underlying attributable profit surged 
33% through higher gains on financial transactions in Mexico, reduced 
minority interests in SC USA and lower provisions in both SBNA and SC 
USA.

Customers
June 2020. Thousands

Loyal customers Digital customers

3,681 5,658

 33 % /active 
customers  +26 % YoY

Activity
June 2020. EUR billion and % change in constant euros

+1%
QoQ +6%

QoQ
131 125

+11% +18%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  2,706  -3 %  5,642  +1 %

Expenses  -1,117  -4 %  -2,341  -1 %

Net operating 
income  1,589  -2 %  3,301  +2 %

LLPs  -1,123  -7 %  -2,368  +49 %

PBT  430  +5 %  883  -43 %

Underlying attrib. 
profit  336  +33 %  617  -29 %
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UNITED STATES
Highlights (changes in constant euros)

We remain focused on helping our customers prosper while transforming the business. During the 
COVID-19 pandemic, Santander US has remained committed to supporting customers and 
safeguarding its employees while maintaining strong capital and liquidity.

• In volumes, the improved year-on-year trend in gross loans and advances to customers excluding 
reverse repos continued to increase revenue but these benefits were offset by the impact of lower 
rates.

• Underlying attributable profit decreased 56% compared to the first half of 2019 primarily due to the 
COVID-19 impact on provisions. Net operating income down only 3%. 

EUR 211 Mn
Underlying 
attributable profit

Commercial activity

During the COVID-19 crisis, Santander US remains focused on 
supporting its customers, employees and communities while pursuing 
its strategic priorities:

• Santander Bank: continuing the digital and branch transformation 
initiatives remains key to enhancing customer experience and 
growing core customers and deposits. SBNA continues to enhance its 
auto finance partnership with SC USA focused on Prime loans.

• Santander Consumer USA: disciplined originations through its dealer 
network, enhancing its partnership with Fiat Chrysler and Santander 
Bank.

Business performance

Gross loans and advances to customers (excluding reverse repos) 
improved around 11% year-on-year due to lending growth in retail 
banking (auto), commercial banking, CIB and originations through the 
Paycheck Protection Program supported by the Small Business 
Administration.

In Santander Consumer USA, originations declined in March and April, 
but have recovered later in the quarter driven by FCA incentive 
programmes. On the prime side, originations are being supported by 
these programmes, which are generally exclusive to Chrysler Capital. As 
incentivised programmes drove consumer demand, prime loan 
originations and our FCA penetration rates continued to increase in the 
second quarter.

Customer funds (excluding repos) presented a strong growth year-on-
year (+23%) boosted by demand deposits at SBNA and corporate 
deposits at both the New York branch and SBNA.

Results

Underlying attributable profit in the first half of 2020 was EUR 211 
million euro, down 56% against the same period of 2019.

• Total income down 3% due to lower rate environment, lower lease 
income, and lower fees impacted by COVID-19, partially offset by 
higher loan volumes, gains at SBNA, and strong performance in 
Capital Markets and Wealth Management.

• Net operating income is down 3%, as the reduction in costs was not 
enough to offset total income decrease.

• Loan-loss provisions increased 49% due to COVID-19 impact and 
lower recoveries. 

Compared to the previous quarter, underlying attributable profit was 
150% higher due to lower costs, loan-loss provisions and reduced 
minority interests.

Customers
June 2020. Thousands

Loyal customers Digital customers

368 1,052

 21 % /active 
customers  +7 % YoY

Activity
June 2020. EUR billion and % change in constant euros

+2%
QoQ +8%

QoQ
101 87

+11% +23%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  1,801  -7 %  3,730  -3 %

Expenses  -776  -4 %  -1,585  -2 %

Net operating 
income  1,024  -9 %  2,144  -3 %

LLPs  -832  -15 %  -1,804  +49 %

PBT  163  +16 %  305  -67 %

Underlying attrib. 
profit  151  +150 %  211  -56 %
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MEXICO
Highlights (changes in constant euros)

The Bank continued with its debtor support programme in the quarter, aimed at individuals and SMEs. 
In addition, most branches continued to operate with reduced staff. Digital channels and contact 
centres continued operating normally.

• Gross loans and advances to customers (excluding reverse repos) increased 9% year-on-year, 
particularly corporates, CIB and mortgages. Customer funds rose also 9%.

• Underlying attributable profit rose 4% year-on-year, backed by the sound performance of net interest 
income, gains on financial transactions and reduced non-controlling interests, which offset higher 
provisions. Net operating income rose 11%.

EUR 406 Mn
Underlying 
attributable profit

Commercial activity

The commercial strategy continued to focus on improving the 
distribution model and boosting digital channels to increase customer 
attraction and loyalty with new products and services:

• We further developed our distribution model with the transformation 
of 566 branches and 1,161 full function ATMs.

• Santander Plus reached 7.1 million customers (53% new).

• We continued with the payment deferral programme to customers 
with mortgage, auto, payroll, personal or credit card loans and SMEs.

• We channelled Federal Government loans to small enterprises 
through Tuiio, without charging any fees. As of June, 136,219 loans 
were distributed.

• Launch of two new insurance policies, Hospitalización which provides 
coverage for COVID-19 and Blindaje total which covers fraud on any 
credit card.

• We rolled out e-SPUG, an innovative system to help stores and private 
sellers process distance selling in a simple, agile and safe way.

• Focused on our customer security, we marketed credit cards with a QR 
code which can only be scanned in Super Wallet.

Business performance

Gross loans and advances to customers (excluding reverse repos) 
increased 9% year-on-year. Of note were corporate loans (+14%) and 
CIB (+17%). Individuals rose 3%, driven by mortgages (+12%). 
Conversely, falls were recorded in credit cards (-1%), impacted by lower 
activity arising from the lockdown measures due to the pandemic.

Customer funds (excluding repos) also increased 9%. Demand deposits 
were 11% higher, with growth in individuals (+23%) and time deposits 
rose 16%. Mutual funds declined 1%.

Results

Underlying attributable profit in the first half was of EUR 406 million, 
4% higher than in the same period of 2019:

• Net interest income rose 2%, underpinned by higher volumes. Net fee 
income increased 2% mainly from transactional fees and gains on 
financial transactions increased driven by market volatility 
management  combined with lower activity in the first half of 2019. 

• Operating expenses improved their trend (+2%), with net operating 
income increasing 11%.

• Loan-loss provisions surged 47% due to COVID-19 related provisions 
recorded in the first half of the year.

Compared to the first quarter of 2020, underlying attributable profit 
fell 1% dampened by higher loan-loss provisions, as total income rose 
5% and net operating income 11%.

Customers
June 2020. Thousands

Loyal customers Digital customers

3,313 4,606

 35 % /active 
customers  +31 % YoY

Activity
June 2020. EUR billion and % change in constant euros

0%
-2% QoQ
QoQ

30 38
+9% +9%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  905  +5 %  1,912  +8 %

Expenses  -341  -4 %  -756  +2 %

Net operating 
income  565  +11 %  1,156  +11 %

LLPs  -291  +23 %  -564  +47 %

PBT  267  0 %  578  -10 %

Underlying attrib. 
profit  186  -1 %  406  +4 %
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SOUTH AMERICA
Highlights (changes in constant euros)

• Work protocols were established in all countries to protect our employees' safety, making products 
available to customers in order to guarantee the necessary financial support, maintaining quality of 
service and reinforcing our commitment to society.

• We continued to progress on our strategy of becoming a more connected region capable of capturing 
business opportunities, focused on improving customer experience and loyalty as well as delivering 
profitable growth backed by operational excellence and cost and risk control.

• Underlying attributable profit in the first half was affected by COVID-19 related provisions. Net 
operating income increased by 8% year-on-year backed by net interest income, gains on financial 
transactions and efficiency improvement.

EUR 1,383 Mn
Underlying 
attributable profit

Strategy

We continued to identify growth opportunities across business units to 
capture synergies:

• During the second quarter we launched products and services for 
our customers to mitigate the effects of the pandemic. Brazil, 
Argentina and Chile focused on loans to businesses that could 
guarantee the continuity of their activity. Uruguay and Brazil also 
focused on relief policies and the renegotiation of loans to customers, 
as well as strengthening the risk and recovery teams. In Colombia, 
relief plans were offered for payment instalments, guaranteed by the 
Government.

• In payment methods, we focused on e-commerce strategies and 
instant transfers. In Brazil, we launched initiatives to strengthen e-
commerce sales, recording strong annual growth in turnover through 
this channel. As a result, we are expanding the acquiring business in 
Brazil to other Latin American countries. On the other hand, 
continued positive performance of Superdigital and Santander Life in 
Chile.

• We continued with our strategy of expanding the financial entity 
specialised in consumer credit and auto financing across the region, 
exporting the experience in Brazil. However, in the quarter they were 
affected by the fall in vehicle sales derived from the lockdown 
measures in some countries.

• Prospera, our micro-credit programme to cover the demand of small 
businesses in Brazil, continued expand in Uruguay as well.

• We remained focused on the digital transformation of our processes 
and products and channel optimisation.

Business performance

Gross loans and advances to customers (excluding reverse repos) 
increased 18% year-on-year, with double-digit growth in all countries. 

Customer funds (excluding repos) rose 18%, growing at double-digit 
rates in both demand and time deposits in all countries.

Results

Underlying attributable profit in the first half amounted to EUR 1,383 
million, down 13% year-on-year: 

• Total income increased 7%, underpinned by the sound performance 
of net interest income (+6%) and gains on financial transactions 
(+87%). 

• Costs rose at a slower pace than income, enabling efficiency to 
improve 107 bps to 35.2% and net operating income to increase 8%.

• Provisions increased 63% driven by COVID-19 related provisions. In 
credit quality, the NPL ratio stood at 4.74%, coverage was 93% and 
cost of credit of 3.49%. 

In the quarter, underlying attributable profit was 14% higher driven by 
total income, cost control and lower provisions.

Customers
June 2020. Thousands

Loyal customers Digital customers

7,766 18,767

 25 % /active 
customers  +15 % YoY

Activity
June 2020. EUR billion and % change in constant euros

+7%
+3% QoQ
QoQ

116 150
+18% +18%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  3,690  +4 %  7,854  +7 %

Expenses  -1,275  +1 %  -2,761  +5 %

Net operating 
income  2,416  +6 %  5,093  +8 %

LLPs  -1,110  -1 %  -2,435  +63 %

PBT  1,254  +20 %  2,465  -17 %

Underlying attrib. 
profit  685  +14 %  1,383  -13 %
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BRAZIL
Highlights (changes in constant euros)

Our business model and the strength of our balance sheet enabled us to adapt quickly to the new 
reality, supporting our employees, customers and society, while maintaining a high return for our 
shareholders.

• Efforts to improve service to our customers were reflected in the increase of the NPS to record levels.
• Double-digit year-on-year growth in lending, maintaining credit quality at controlled levels thanks to 

the continuous improvement of our risk model.
• Underlying attributable profit was affected by COVID-19 related provisions, while net operating 

income rose 5% with a slight increase in net interest income, higher gains on financial transactions 
and efficiency improvement.

EUR 995 Mn
Underlying 
attributable profit

Commercial activity

We continued to progress in our strategic actions in the quarter. Of note 
were:

• In acquiring, we carried out several actions related to POS, with 
attractive rental offers and additional supply to strengthen sales. In 
addition, we made a free online store available to customers for the 
first 60 days. All these initiatives contributed to the year-on-year 
income growth (+18%), reaching1.6 million POS and increasing the 
customer base 13%.

• In auto, we launched joint offers with Webmotors and created Car 
Delivery, where customers make a purchase in a partner store and 
the vehicle is delivered at their home. This initiative was possible 
thanks to our fully digital financing model.

• In mortgages, we led the market, reducing the rate to 6.99% and 
extended the mortgage payment holidays for another 60 days.

• In corporates, we focused on providing liquidity to our customers, 
granting loans with attractive terms and conditions, supported by 
different programmes approved by the authorities.

Additionally, we were one of the Best Companies to Work For in the 
women and ethnic-racial category according to GPTW to the Exame 
Diversidade 2020 Guide conducted by Exame and the Ethos Institute.

Business performance

Gross loans and advances to customers excluding reverse repos grew 
18% year-on-year with increases in all segments. Of note were SMEs, 
corporates and CIB.

Customer deposits excluding repos increased 31% year-on-year, with 
rises in both demand deposits (+41%) and time deposits (+28%).

Results

First half underlying attributable profit of EUR 995 million (-17% year-
on-year). Of note:

• Total income rose 4% boosted by net interest income (+1% driven by 
larger volumes which offset margin pressures due to the change in 
mix) and higher gains on financial transactions. Net fee income fell 
2% affected by the current environment.

• Operating expenses increased less than 2%, which enabled net 
operating income to rise 5% and the efficiency ratio to improve by 67 
bps to 31.8%. 

• Net loan-loss provisions increased 60%, due to provisions related to 
the health crisis, although maintaining credit quality at controlled 
levels: the NPL ratio improved 20 bps to 5.07%, the cost of credit was 
4.67%,  and the coverage ratio stood at 110%. 

In the quarter, underlying attributable profit rose 11% driven by cost 
control and lower provisions, and higher gains on financial transactions.

Customers
June 2020. Thousands

Loyal customers Digital customers

5,671 14,492

 22 % /active 
customers  +14 % YoY

Activity
June 2020. EUR billion and % change in constant euros

+7%
+2% QoQ
QoQ

65 98
+18% +14%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  2,651  +2 %  5,788  +4 %

Expenses  -835  0 %  -1,839  +2 %

Net operating 
income  1,816  +2 %  3,949  +5 %

LLPs  -843  -4 %  -1,909  +60 %

PBT  942  +19 %  1,881  -19 %

Underlying attrib. 
profit  478  +11 %  995  -17 %
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CHILE
Highlights (changes in constant euros)

In response to the spread of COVID-19, Santander Chile carried out various measures to ensure the 
welfare of customers and employees. In the first case, we increased the plan to support to the 
consumer, mortgage, SME and business portfolios. In the latter case, we continued to encourage 
telecommuting.

• Gross loans and advances to customers (excluding reverse repos) increased, with a positive 
performance of SMEs and corporates in the quarter. Demand deposits rose 39% year-on-year and 
growth in account openings continued, backed by Superdigital and Santander Life.

• Underlying attributable profit decreased primarily due to COVID-19 related provisions. However, 
total income and net operating income rose 6% and 9%, respectively.

EUR 183 Mn
Underlying 
attributable profit

Commercial activity

Continued focus on transformation in order to increase new customer 
attraction and loyalty, maintaining a strategy aimed at offering 
attractive returns based on our digital transformation: 

• We continued to boost the Santander Life programme, which is 
centred on promoting good credit behaviour and financial education, 
reaching more than 190,000 customers.

• Since its recent launch, Superdigital has exceeded 70,000 customers 
because of its high transactionality and digital platform.

All these measures led to a strong year-on-year increase in digital 
customers (+15%).

Business performance

Gross loans and advances to customers (excluding reverse repos) 
increased 13% year-on-year, spurred by the increase in new lending 
with government guarantees to SMEs and working capital lines to 
corporates and large corporates in the quarter.

Customer funds (excluding repos) reflected a better funding mix. 
Demand deposits continued to rise strongly across all segments due to 
increased current account openings. As a result, customer funds grew 
22% year-on-year.

Results

First six months attributable profit amounted to EUR 183 million, 31% 
lower year-on-year, as follows: 

• Total income increased 6% year-on-year backed by net interest 
income and gains on financial transactions, which absorbed the fall in 
net fee income (reduced activity).

• Costs rose 3% driven by digital banking investments. 

• The positive income and cost performance was reflected in an 
efficiency improvement of 146 bps to 40.3% and in an increase of 9% 
in net operating income.

• Loan-loss provisions increased 96% due to COVID-19 related charges, 
leading to an increase in the cost of credit (1.46%). The NPL ratio 
stood at 4.99%.

Compared to the first quarter of 2020, underlying attributable profit 
decreased 9%, as the increase in gains on financial transactions and cost 
control did not offset the increase in provisions and the higher tax 
burden.

Customers
June 2020. Thousands

Loyal customers Digital customers

690 1,339

 45 % /active 
customers  +15 % YoY

Activity
June 2020. EUR billion and % change in constant euros

+3% +4%
QoQ QoQ

39 36
+13% +22%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

 

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  584  +8 %  1,137  +6 %

Expenses  -228  +1 %  -458  +3 %

Net operating 
income  356  +13 %  678  +9 %

LLPs  -183  +14 %  -346  +96 %

PBT  171  +9 %  331  -31 %

Underlying attrib. 
profit  86  -9 %  183  -31 %
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ARGENTINA
Highlights (changes in constant euros)

In the global pandemic environment, the Bank adopted protocols to look after the health of 
customers and employees, while maintaining service quality by prioritising investments in digital 
projects. 

• We continued to focus on the four strategic pillars: operational excellence, profitable growth, 
customer-centric strategy and culture and talent.

• Underlying attributable profit reached EUR 109 million boosted by net interest income growth and 
efficiency improvement.

EUR 109 Mn
Underlying 
attributable profit

Commercial activity

Santander focused on addressing the needs arising from the health 
crisis. To this end, we launched:

• Corporate credit lines for the acquisition of medical equipment, 
investment in telecommuting facilities and salary payments.

• White Account, a value proposition with additional benefits for 
healthcare professionals, who will also be treated as high-priority, 
and Seniors Account, which offers retired customers preferential 
service and specialist assistance.

• Overcome Together, a space that provides information and resources 
to help customers and non-customers deal with the crisis.

• Academia Salud, together with Swiss Medical Group, a fully digital 
training platform for health workers.

As regards the commercial strategy, we remained focused on 
transactional business and customer service, through the innovation 
and improvement of the customer care model, while working on the 
digital transformation of the main processes and products. This enabled 
us to increase digital sales and the issuance of electronic cheques.

Business performance

Gross loans and advances to customers (excluding reverse repos) rose 
39% year-on-year, driven by SMEs, CIB and cards. Dollar balances 
declined in the currency of origin.

Customer deposits (excluding repos) rose 42% year-on-year spurred by 
local currency deposits (demand and time deposits), while foreign 
currency balances declined. The excess liquidity is placed in central bank 
notes.

Results

Underlying attributable profit in the first half of EUR 109 million (EUR 
45 million in the first half of 2019). As regards the year-on-year 
comparison, of note was:

• Revenue grew 43%, underpinned by net interest income (+62%). Net 
fee income was affected by the current environment. 

• Costs increased 29%, at a slower pace than total income, as cost 
management mitigated the high inflation environment and the peso’s 
depreciation.  Net operating income rose 64% and the efficiency ratio 
improved to 54.0%, 587 bps better than in June 2019.

• Loan-loss provisions increased 52% due to the expected loss 
stemming from worsening activity due to the pandemic. The NPL 
ratio stood at 3.15% and coverage was 166%.

In the quarter, underlying attributable profit surged 159% mainly 
driven by net interest income and cost management.

Customers
June 2020. Thousands

Loyal customers Digital customers

1,302 2,557

 44 % /active 
customers  +20 % YoY

Activity
June 2020. EUR billion and % change in constant euros

+14%
+18% QoQ
QoQ

5 10
+39% +44%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  310  +22 %  628  +43 %

Expenses  -153  +5 %  -339  +29 %

Net operating 
income  157  +47 %  289  +64 %

LLPs  -57  -1 %  -132  +52 %

PBT  82  +124 %  125  +62 %

Underlying attrib. 
profit  75  +159 %  109  +144 %
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Uruguay
Highlights (changes in constant euros)

• In the current environment and following the relaxation of risk policies by the Central Bank of Uruguay, we redefined our 
strategy focusing on generating relief and renegotiation policies for customers and on strengthening the risk and recovery 
teams.

• Underlying attributable profit rose 14% year-on-year, spurred by increased revenue and improved efficiency.

Commercial activity and business performance

Santander continued to focus on enhancing customer satisfaction and loyalty and making progress in the digital transformation and channel 
optimisation. These efforts were reflected in the 9% year-on-year increase in loyal customers, while transactions via digital channels rose 31%.

In line with our strategy of contributing to people’s progress, we continued to expand Prosperá and Santander Locker, a proposal that simplifies the 
delivery of our products to our customers. We continued to pursue commercial alliances through an agreement with the country's leading retail 
group, which places us in a unique position to offer discounts to our customers.

Regarding volumes, gross loans and advances to customer (excluding reverse repos) grew 18%. Customer deposits (excluding repos) grew 36% 
underpinned by both peso and foreign currency balances.

Results

Underlying attributable profit in the first half of 2020 of EUR 69 million, 14% higher year-on-year: 

• Gross income rose 11%, backed by customer revenue and the positive performance of gains on financial transactions, due to exchange rate 
volatility. 

• Costs grew at a slower pace than income, improving the efficiency ratio by 214 bps year-on-year. Net operating income increased 15%. 

• Loan-loss provisions increased 43% due to two single names recorded in the second quarter and extraordinary recoveries recorded in the first 
quarter of 2019. Coverage remained high (117%) and cost of credit stood at 2.52%.

Compared to the first quarter of 2020, underlying attributable profit was up 3% underpinned by growth in net interest income and lower costs.

Peru 
Highlights (changes in constant euros)

The strategy remained focused on the corporate segment, the country’s large companies and the Group’s global customers, with an increase in 
product and team capabilities.

The auto loan financial entity continued to expand its business within the Group’s strategy of increasing its presence in this business, underpinned 
by local teams and South America's best practices.

First half attributable profit amounted to EUR 24 million (+28% year-on-year). Total income rose 23% mainly due to the positive performance of 
net interest income, net fee income and higher gains on financial transactions, driven by increased customer and markets activity. On the other 
hand, costs increased 15% and loan-loss provisions were higher. In the quarter, underlying attributable profit reached EUR 12 million.

The NPL ratio was 0.71%, coverage remained high and cost of credit was 0.21%.

Colombia 
Highlights (changes in constant euros)

Activity in Colombia remained focused on SCIB clients, large companies and corporates, contributing solutions in treasury, risk hedging, foreign 
trade, confirming, custody and development of investment banking products. In line with this strategy, SCIB acted as a joint bookrunner in the 
Republic of Colombia's USD 2.5 billion debt issue, with the lowest coupon in the country's history for a 30-year bond.

In the second quarter of 2020, we recorded a reduction in vehicle sales of more than 60% year-on-year derived from COVID-19. During this period, 
Santander Consumer improved its value offer, launching a new app for online loans and products such as Seguro de Marca and Plan de Financiación 
Inteligente o Residual.

In the quarter, we made the payment relief plans enabled by the government available to customers with active credit.

Underlying attributable profit in the first half of the year was EUR 10 million (EUR 4 million in the same period of 2019). Total income grew 67%, 
primarily backed by the strong growth of net fee income (mainly those collected in the first quarter from project finance) and net interest income  
(due to increased demand for liquidity from our corporate customers). Costs were 40% higher, the efficiency ratio stood at 49.8% and the cost of 
credit remained at low levels (0.78%).
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CORPORATE CENTRE
Highlights

In the health crisis environment, the Corporate Centre continues to play a critical role in 
supporting the Group through the special situation committees. Also, starting in May, the 
progressive reincorporation of employees to the workplace began, with a mixture of on-site and 
remote working, always following government and health authorities recommendations, 
maintaining a high level of flexibility to meet individual needs.

• The Corporate Centre’s objective is to aid the operating units by contributing value and carrying 
out the corporate function of oversight and control. It also carries out functions related to 
financial and capital management. 

• The underlying attributable loss increased 2% compared to 2019, mainly due to higher 
provisions.

EUR -1,125 Mn
Underlying attributable 
profit

Strategy and functions

The Corporate Centre contributes value to the Group in various ways: 

• Making the Group’s governance more solid, through global control frameworks and supervision. 

• Fostering the exchange of best practices in management of costs and generating economies of scale. This enables us to be one of the most 
efficient banks. 

• Contributing to the launch of projects that will be developed by our global businesses that leverage our worldwide presence to develop solutions 
once that can be used by all business units, generating economies of scale. 

It also coordinates the relationship with European regulators and supervisors and develops functions related to financial and capital management, 
as follows: 

• Financial Management functions: 

– Structural management of liquidity risk associated with funding the Group’s recurring activity, stakes of a financial nature and management of 
net liquidity related to the needs of some business units. 

– This activity is carried out by the different funding sources (issuances and other), always maintaining an adequate profile in volumes, 
maturities and costs. The price of these operations with other Group units is the market rate plus the premium which, in liquidity terms, the 
Group supports by immobilising funds during the term of the operation. 

– Interest rate risk is also actively managed in order to soften the impact of interest rate changes on net interest income, conducted via high 
credit quality, very liquid and low capital consumption derivatives. 

– Strategic management of the exposure to exchange rates in equity and dynamic in the countervalue of the units’ annual results in euros. Net 
investments in equity are currently covered by EUR 21,721 million (mainly Brazil, the UK, Mexico, Chile, the US, Poland and Norway) with 
different instruments (spot, fx, forwards). 

• Management of total capital and reserves: efficient capital allocation to each of the units in order to maximise shareholder return. 

Results

First half underlying attributable loss of EUR 1,125 million, 2% 
higher than in the same period of 2019 (EUR -1,108 million). 

• Positive impact of EUR 249 million in gains on financial 
transactions mainly due to foreign currency hedging.

• On the other hand, the positive trend in operating expenses 
continued, improving 14% compared to the first half of 2019,  
driven by ongoing streamlining and simplification measures.

• Other results and provisions increased strongly due to one-off 
provisions for certain stakes whose value was affected by the 
crisis.

Underlying income statement
EUR million

Q2'20 Q1'20 Chg. H1'20 H1'19 Chg.
Total income  -313  -304  +3 %  -617  -822  -25 %
Net operating 
income  -395  -389  +1 %  -784  -1,015  -23 %

PBT  -773  -413  +87 %  -1,186  -1,155  +3 %
Underlying 
attrib. profit  -94  -1,031  -91 %  -1,125  -1,108  +2 %

Detailed financial information on page 76   

Response to the 
COVID-19 crisis
Business model

Group financial 
information

Financial information 
by segments

Responsible banking
Corporate governance
Santander share Appendix

Primary segments

44 January - June 2020



RETAIL BANKING
Highlights (changes in constant euros)

Santander continued to support its customers, corporates and governments in all countries through a 
series of extraordinary measures to ensure the necessary financial support in the context of the health 
crisis, while we ensure our usual product and service offering.

• We remained committed to the digital transformation and multi-channel strategy. In June, we 
reached more than 146 million customers, of which more than 21 million are loyal, 40 million are 
digital and more than 32 million are mobile customers.

• Underlying attributable profit of EUR 1,616 million in the first half, strongly affected by COVID-19 
related provisions.

EUR 1,616 Mn
Underlying 
attributable profit

Commercial activity

Santander wants to be the reference bank for individuals, SMEs and 
other companies in the countries where we operate, strengthening our 
commitment to society. In recent months, this role has become even 
more important due to the economic and social impacts arising from the 
global health crisis. Therefore, our priority has been to aid our 
customers, partners and local authorities by defining a series of 
measures which ensure the necessary financial support through pre-
approved credit lines, payment holidays and special policies.

In addition, this situation has strengthened and accelerated our digital 
transformation, focusing on our multi-channel strategy and the  
digitalisation of processes and businesses, which resulted in an increase 
in digital customers of more than 3 million. 

On the other hand, we continued to launch different commercial 
initiatives:

• In individuals, in Spain, focus was on the Plan Ayuda a las personas, 
centred on vulnerable customers. We continued to expand Santander 
Life in Chile and launched White Account in Argentina, a value 
proposition with additional benefits for healthcare professionals, who 
will also be treated as high-priority and Senior Account, which offers 
retired customers preferential service. In Poland, we strengthened our 
health and life insurance product offering.

• In auto finance, we are consolidating the strategic agreements in 
SCF. The joint initiative between SBNA and SC USA continued to thrive 
in prime auto loans. In Brazil, we launched joint offers with 
Webmotors.

• In the SME segment, we continued to move forward with products 
such as Prospera in Brazil and Uruguay. In Mexico, we launched e-
SPUG, an innovative system to help stores and private sellers process 
distance selling in a simple, agile and safe way.

All these measures enabled loyal customers to grow to 21.5 million.

Results

Underlying attributable profit in the first half was EUR 1,616 million, 
strongly affected by COVID-19 related provisions:

• Total income fell 3% impacted by the fall in net fee income, partly 
offset by higher gains on financial transactions.

• Costs decreased 2%.

• Loan-loss provisions were up 74% strongly affected by COVID-19 
related provisions. Cost of credit stood at 1.46% and the NPL ratio 
improved 24 bps to 3.75%.

Customers
June 2020. Thousands

Loyal customers Digital customers

21,507 39,915

 31 % /active 
customers  +15 % YoY

Activity
June 2020. EUR billion and % change in constant euros

+2% +5%
QoQ QoQ

766 692
+4% +4%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  8,859  -4 %  18,831  -3 %

Expenses  -4,084  -4 %  -8,611  -2 %
Net operating 
income  4,775  -5 %  10,220  -4 %

LLPs  -2,846  -21 %  -6,735  +74 %

PBT  1,711  +54 %  2,930  -52 %

Underlying attrib. 
profit  982 +71%  1,616  -54 %
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CORPORATE & INVESTMENT BANKING
Highlights (changes in constant euros)

During the COVID-19 health crisis, SCIB maintained its growth strategy focusing its priorities on 
protecting employees and providing Santander's global clients (corporates, governments, 
institutions, etc.) the advisory and financial support they needed to overcome this difficult situation.

• Commercial activity remained highly active, as a result of the close and strong relationships with our 
customers, together with the geographical diversification of our model, with significant year-on-year 
growth in virtually all our main businesses.

• Underlying attributable profit in the quarter was 23% higher year-on-year at EUR 928 million, driven 
by double-digit revenue growth and cost reduction, which enabled us to absorb the increase in 
provisions.

EUR 928 Mn
Underlying 
attributable profit

Commercial activity

• Global markets: greater activity as a result of market volatility and 
the increased coverage needs of our clients. Positive performance in 
the Americas and Europe, notably sales in the UK and Asia, and 
management of books in Brazil, Mexico, the US, Colombia and Peru.

• Debt Capital Markets: Santander continued to focus on activities 
related to sustainable financing, being a reference for the issuance 
of green and social bonds, with a strong focus on those aimed at 
softening the effects of the pandemic. Significant growth in the 
quarter, backed by the positive performance in Europe and the US. 

• Syndicated Corporate Loans: we supported our clients by meeting 
their funding and liquidity needs by increasing loan volumes and 
participating in operations backed by government support 
programmes across Europe. However, we maintained our 
responsible banking strategy, increasing our range of sustainable 
finance products via ESG loans or loans linked to sustainable 
indices.

• Structured Financing: Santander remained leader in financial 
advising in Latin America and in the European renewable energy 
sector, one of the main priorities of its ESG strategy. It consolidated 
its leadership position in Project Finance, ranking among the global 
top 10 both regarding the number and value of transactions as of 
June 2020.

• Cash management: strong deposit capturing performance, driven 
by the flight to quality impact on markets of COVID-19. Despite the 
sharp drop in transaction volumes in the market, Santander 
continued to grow, backed by solid commercial activity and its 
commitment to support customers.

• Export & Agency Finance: we continued to support our clients in 
their export activities through liquidity lines, maintaining our 
leadership position in this segment, spurred by our participation in 
government support initiatives through export credit agencies (ECA) 
and Multilateral Agencies in order to counteract the effects of the 
pandemic on SMEs.

• Trade & Working Capital Solutions: Santander maintained 
leadership positions in international confirming, receivables and 
trade funding (especially in South America).

• Corporate Finance: Despite the worsening of global conditions in 
recent months, we closed various significant operations, such as 
financially advising SIX Group AG in the takeover bid for BME 
(including M&A, ECM and rating advisory), one of the main 
transactions of 2020 in Spain.

In M&A, SCIB acted as sole advisor to Energias de Portugal (EDP) on 
the sale of assets and part of its commercial portfolio to Total. 

Lastly, of note was Santander's participation as bookrunner in the 
EUR 2.6 billion IPO of JDE Peet's, the largest equity operation in 
Europe so far. 

Business performance

The health crisis was virtually the sole conditioning factor in the first 
half of the year.  In this regard, we continued to support our customers 
through contingency lines and other financing solutions.

In the quarter, the volume of loans and advances to customers 
excluding reverse repos rose to EUR 120,693 million, 14% higher than 
in December 2019. This led to an increase in risk weighted assets, both 
due to the increase in the volume of granted loans and higher market 
volatility. We are developing mitigation measures to minimise this 
increase.

Customer deposits excluding repos rose 26% in the first half to almost 
EUR 100 billion, driven by higher liquidity from our clients.

Activity
June 2020. EUR billion and % change in constant euros

-2% +9%
QoQ QoQ

121 108
+20% +26%
YoY YoY

Gross loans and advances to 
customers excl. reverse repos

Customer deposits excl. 
repos + mutual funds
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Results (in constant euros)

First half underlying attributable profit was 23% higher, backed by 
double-digit growth in the majority of businesses, particularly  
Global Markets and Global Debt Financing. More moderate, but 
significant growth in Global Transaction Banking.

• Total income growth spurred by the strong increase in net 
interest income (+12%) and net fee income (+20%).

• Costs fell 1%, which enabled efficiency to improve 5 pp and net 
operating income to grow 32%.

• Higher provisions derived from the general macroeconomic 
deterioration were largely offset by sound revenue 
performance and prudent cost management.  

Compared to the previous quarter, underlying attributable profit 
was down 2% as the positive performance of all revenue lines 
together with cost control were absorbed higher provisions.

Total income breakdown
Constant EUR million

 

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  1,426  +18 %  2,726  +17 %
Expenses  -507  0 %  -1,043  -1 %
Net operating 
income  919  +31 %  1,683  +32 %

LLPs  -245  —  -249  +372 %
PBT  646  -4 %  1,391  +17 %
Underlying attrib. 
profit  437  -2 %  928  +23 %

       Detailed financial information on page 77
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WEALTH MANAGEMENT & INSURANCE
Highlights (changes in constant euros)

As part of the Group's 'new normal' plan, some of our employees began to return to their workplaces 
in several countries, always prioritising the safety of our customers and employees. The follow-up 
and interaction with customers continued during the crisis, fostering communication through digital 
channels.

• Underlying attributable profit rose 3% compared to the first half of 2019.

• Total fee income generated, including those ceded to the branch network represented 31% of the 
Group's total and grew 1% despite COVID-19 impact.

• Assets under management reached EUR 355 billion, 1% lower year-on-year, affected by the impact 
of the crisis. However, the previous quarter rebounded, increasing 5%.

EUR 427 Mn
Underlying 
attributable profit

Commercial activity

Within the developed strategy to become the best responsible wealth 
manager in Europe and Latin America, of note were:

• In Private Banking, the positive trend observed early this year 
continued, with good sales and business growth rates despite the 
market situation, as well as the strong reduction of interest rates in 
the US and the UK. 

In the first half of the year, we continued to complete the value 
proposition in all our countries, focusing on advising services as the 
key to offer a more innovative product range adapted to the needs of 
our clients through our global platform.

This offer includes the alternative funds platform in Ireland (Icav) 
with the launch of a private debt fund managed by Bain Capital, the 
leading manager in this market, and a private equity fund of 
secondary securities managed by Harbour Vest. In Spain, we 
marketed an Everwood Capital fund that invests in photovoltaic 
plants and a listed fund that invests in student residences managed 
by GSA.

We continue to invest in our digital tools for both managers (SPiRIT) 
and clients (Virginia), whose use increased in recent months as the 
majority of our staff was working remotely. 

In June, we received an award for the best technology in Latin 
America by the Professional Wealth Manager magazine of the 
Financial Times group.

All Access, our global value proposition, continued to expand and the 
total volume of shared business across our markets reached EUR 
6,950 million, 37% more than June 2019, mainly driven by the 
operations in Mexico, Brazil, Chile, Miami and Switzerland.

Collaboration volumes
EUR million

6,950

• In Santander Asset Management we continued to improve and 
complete our product offering, such as the Santander GO range, 
reaching a volume of more than EUR 1 billion. We also launched  
products such as Gama Horizonte or MultiAsset Low Volatility in 
Spain following our alternative product offering strategy which 
began with the creation of the Global Multi Asset Solutions.

We continued with the implementation of the Aladdin platform, a 
strategic focus for our operational and technological 
transformation, which was already successfully rolled-out in Europe 
as scheduled, despite COVID-19. 

We also continued to progress in our sustainability strategy (ESG), 
becoming a member of the International Investors Group on Climate 
Change (IIGCC), the European membership body for investor 
collaboration on climate change. Assets under management under 
the ESG criteria amounted to EUR 3.9 billion.

• In Insurance, our main growth driver continued to be non-credit 
business, which has a longer portfolio duration, maintaining policy 
renewals. We continued to increase the number of insurance 
policies distributed through our digital channels, which now account 
for 9% of the total sales volume.

At the end of March, a new multi-risk insurance proposal for SMEs 
was launched in Spain through our joint venture with Mapfre and, in 
May, an innovative proposal for car insurance through all channels 
including digital ones. 

In the UK, we launched our tailored Home & Life insurance offering 
and in Latin America we continued to enhance customer experience 
with new versions of  Autocompara, our car insurance distribution 
platform.

In Chile, Klare, our fully digital insurance broker was launched in 
May to offer insurance from different insurance companies to the 
entire Chilean market. In addition, we launched a new insurance 
proposal for SMEs with a unique digital experience in the market 
and with a new app that streamlines and tailors the training of our 
business executives and specialists.
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Business performance

Total assets under management amounted to EUR 355 billion, in line 
with the first half of 2019, strongly impacted by the market value of 
custody positions. In the quarter, growth was 5%.

Business performance: SAM and Private Banking
June 2020. EUR billion and % change in constant euros

  

         Note: Total assets marketed and/or managed in 2020 and 2019.
  

(*) Total adjusted customer funds of private banking managed by SAM. 2019 data 
Pro forma including Popular asset management Joint Ventures, fully integrated in 
2020.

• In Private Banking,  the volume of customer assets and liabilities 
amounted to EUR 219 billion in June 2020, 1% lower  year-on-year. 
This was mainly due to the impact of markets on the custody 
business. However, mutual funds grew 3% and by 9% in the 
quarter.

Attributable profit reached EUR 212 million, up 6% compared to the 
first half of 2019, despite the sharp fall in interest rates. Of note 
were Miami, Mexico, Brazil, Portugal and Poland.

• In SAM, total assets under management increased 1% compared to 
the same period of 2019, despite the negative impact of markets 
driven by the COVID-19 crisis. In the second quarter, growth was 4% 
due to both the market improvement and the recovery of net sales 
in the second half of the quarter. 

Underlying attributable profit was EUR 64 million, 9% lower year-
on-year, due to lower average volumes and spreads. Total 
contribution to profit (including ceded fee income) was EUR 254 
million.

• In Insurance, the volume of gross written premiums as of June 
amounted to EUR 4 billion (-12% year-on-year), affected by lower 
activity derived from the crisis, and particularly, due to lower 
savings insurance premiums impacted by from lower interest rates. 
At the end of the quarter, some signs of recovery in production could 
be observed, with more stable levels mainly in Latin America.

Of note was new protection insurance production, up 10% year-on-
year.

Underlying attributable profit generated as of June by the insurance 
business amounted to EUR 152 million, 4% higher than in the same 
period of 2019. Total contribution to profit (including ceded fee 
income) was EUR 612 million.

Results

Underlying attributable profit was EUR 427 million in the first half of 
2020, 3% higher year-on-year:

• Total income increased mainly driven by net fee income (+10%) 
due to the greater contribution from private banking, despite the 
strong exchange rate impact, which resulted in a 13% decrease of 
net interest income.

• Total fee income generated, including fees ceded to the branch 
network, rose 1% to EUR 1,586 million despite the crisis and 
represented 31% of the Group's total.

Total fee income generated
EUR million

1,586

       

• Operating expenses remained flat, due to the optimisation 
measures that absorbed the impact of the investments carried 
out.

• As a result, the efficiency ratio improved 0.5 pp compared to the 
same period last year and net operating income increased 7%.

• The NPL ratio recorded no material change despite the crisis.

The total contribution to the Group (including net profit and total 
fees generated net of taxes) was EUR 1,085 million in June 2020, 
1% lower than in the same period of 2019.

Total profit contribution
EUR million and % change in constant euros

Q2'20 H1'20

512 1,085
 -10 % / Q1'20  -1 % / H1'19

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  482  -13 %  1,069  +4 %

Expenses  -220  -7 %  -464  0 %

Net operating 
income  263  -18 %  605  +7 %

LLPs  -5  -19 %  -12  — 

PBT  255  -19 %  589  +4 %

Underlying attrib. 
profit  186  -17 %  427  +3 %

       Detailed financial information on page 78 
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SANTANDER GLOBAL PLATFORM (SGP)
Highlights (changes in constant euros)

• Our digital transformation leverages the Group's scale and global footprint. Santander Global 
Platform (SGP) aims to accelerate our growth by deploying global payments and financial solutions 
for SMEs and individuals in high-growth and large addressable markets.

• Within the COVID-19 environment, progress in the development of our payment platforms 
continued to meet its quarterly plans, incorporating new services and functionalities on schedule. 
The total number of active businesses stood at around one million and the revenue pool for GTS 
was 11% higher than in the first half of 2019.

• Following the completion of the operation, the GTS and Ebury teams have been working on a joint 
services and commercial plan, defining synergies and identifying complementary aspects.

GMS/Getnet
GTS/OneTrade & 

Ebury
Superdigital
Openbank

Strategy

Santander Global Platform is focused on offering global payment 
solutions to customers. These solutions are all being built based on 
customer experience and as a driver of loyalty. SGP offers these 
solutions to both our banks (B2C) and to third parties (B2B2C), helping 
to expand our market to non-customers and new geographic areas, 
generating new significant revenue opportunities. The area continued 
to advance according to the envisaged schedule.

Bringing best-in-class banking solutions to SMEs:

• Global Merchant Services is an initiative led by Grupo Santander 
with the aim of creating a single open platform for the global 
development of the acquiring business through the unique brand 
Getnet. This business has a high strategic value in the relationship 
with our customers given the importance of collections 
management and value-added services for merchants. 

In the second quarter of the year, transactional activity of our main 
markets was strongly impacted by mitigation measures arising from 
the COVID-19 pandemic. The most affected segments were airlines, 
hotels, restaurants and non-essential businesses.

However, the Group's total number of active businesses stood at 
around one million and achieved a total income of EUR 242 million 
in the first half of the year, 19% lower than the first half of 2019 in 
constant euros. In May and June, some recovery in activity could be 
observed, although it has not yet reached pre-COVID-19 levels.

Conversely, e-commerce grew at a strong pace, which enabled us to 
enhance our competitive position (Getnet reached a market share of 
around 22% in Brazil).

As regards the platform, we continued to include additional 
functionalities that will enable us to complete the roll-out in Mexico 
and the rest of Latin American countries as market conditions 
normalise.

• Global Trade Services, the Group's global platform to serve 
companies that trade internationally using international payments, 
FX, international treasury management and foreign trade services. 

The Group's revenue pool for these services in the first half of the 
year amounted to EUR 640 million, excluding SCIB and WM&I, 11% 
greater than the first half of 2019 in constant euros, a very positive 
performance considering the COVID-19 environment and the fall in 
import/export flows related to the downturn in economic activity.

Regarding the development and deployment of the Group's global 
International Trade platform, Santander OneTrade, where all the 
Group's customers, as well as new external ones, will have access 
to an improved offer regarding these services, continued 
progressing as scheduled. As of July, three countries had been 
connected to the platform with access given to their customers 
(Brazil, Spain and the UK), and the development and quarterly 
incorporation of new features is progressing according to plan. In 
the quarter, we launched an international payments tracking service 
and OneTrade Accounts, which enables customers to check their 
multicountry account balance in real time.

On the other hand, the Ebury acquisition was completed in Q2, 
having successfully obtaining all required regulatory approvals. 
Ebury represents a significant strengthening of GTS's strategy 
through its complementary international services solutions, 
geographic scope, which expands the Group's presence, and agility 
developing and executing new solutions for customers. The GTS and 
Ebury team is already working on the joint services and  commercial 
plan, defining synergies and common aspects between them.
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Bringing best-in-class digital banking solutions to individuals:

• Superdigital, our financial inclusion platform for individuals that 
offers basic financial services simply and flexibly. It enables us to 
meet the financial needs of the underserved in a cost-effective way, 
providing them with basic financial products and a path to access 
credit, thus serving them responsibly and profitably.

Superdigital also integrates into GMS for small merchants. It has a 
special focus on Latin America, where there are c.300 million 
unbanked and underbanked consumers.

As of today, Superdigital operates in Brazil, Mexico and Chile, with 
growth in active customers of 91% year-on-year and 55% in 
transactions (H1'20 vs. H1'19). We aim to expand Superdigital to 7 
countries in Latin America later this year.

• Openbank, our global, full-service digital bank offers the current 
accounts and cards also offered by neobanks, but also loans and 
mortgages, in addition to a state-of-the-art robo-advisory and open 
platform brokerage services.

Currently, Openbank is operating in Spain, the Netherlands, 
Germany and Portugal. In July, Openbank Argentina obtained its 
banking licence and is expected to start operations in the first half of 
2021. In the first six months of 2020, Openbank increased its loan 
book by 57% year-on-year, deposits by 10% and new customers in 
the period by 95% compared with the first six months of 2019.  The 
number of brokerage accounts tripled in the first half of the year 
and the number of securities transactions rose by 108%. Loyal 
customers keep showing an industry record benchmark 
engagement ratio of 4.6 products per customer.

In the first six months, Openbank launched the first travel card, 
branded R42, that works by subscription, that can be turned-on and 
off from the app, and our customers pay only when they use it, as 
compared to competing neobank products that charge full year 
fees. This new travel card offers privileged exchange rates when 
used abroad, free ATM withdrawals, travel insurance and a 
concierge service.

Other activities 

• Santander InnoVentures, our venture capital investments in the 
fintech ecosystem, continued to grow. In the second quarter, it 
invested in three new corporates, including Upgrade (a US retail 
lender) and a55 (an alternative SME lender in Brazil and Mexico), 
and continued to support existing companies such as Autofi (US 
auto dealer software and financing company), among others. As at 
end-June, Santander InnoVentures had invested more than USD 
170 million in 34 companies in 9 countries. The strategic interaction 
between the Bank and Santander InnoVentures for the benefit of 
our customer base remained strong.

Results

Looking at SGP's activity in the first half of the year in a broad sense, 
i.e. if, in addition to considering the results generated by the digital 
platforms, 50% of the results generated by the countries on the 
products related with the platform (e.g. merchant acquiring, trade 
finance products, etc.) are also included, revenue of SGP as secondary 
segment was EUR 510 million in and pro forma underlying attributable 
profit was positive at EUR 63 million in the first half of 2020. 

This is the net result of two components: on the one hand, the 
investment in building the platforms and, on the other hand, 50% of 
the profit obtained from commercial relationships with our customers:

• The construction of platforms is where most of the spend is 
concentrated. We are making progress in the development of new 
solutions and rolling them out in countries. This has a negative 
impact of EUR 78 million on the income statement for the first half.

• Profit obtained from commercial relationships with our customers 
linked to the global SGP platforms, and according to the criteria for 
allocating the aforementioned results, resulted in EUR 141 million 
in the first six months of the year.

We regularly assess the market valuations of the businesses included 
in SGP, based on multiples of comparable companies, to ensure our 
investments in digital are creating value.

Underlying income statement
EUR million and % change in constant euros

Q2'20 / Q1'20 H1'20 / H1'19

Revenue  250  +4 %  510  +9 %

Expenses  -183  +4 %  -369  +13 %

Net operating 
income  67  +5 %  141  -2 %

LLPs  -14  +193 %  -20  +19 %

PBT  46  -22 %  117  -7 %

Underlying attrib. 
profit  20  -43 %  63  -3 %

  Detailed financial information on page 78
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RESPONSIBLE BANKING

Santander strives every day to contribute to the progress of people and companies in a Simple, Personal and Fair way in all 
that we do, to earn the confidence of our employees, customers, shareholders and society. 

In order to meet our commitment to be a more responsible bank and help society address the main global issues, we have 
identified two challenges: adapt to the new business environment and contribute to more inclusive and sustainable growth, 
with the following goals set in 2019 for the coming years: 

Santander Responsible banking targets
More information on our public commitments in responsible banking can be found on our website. 

1. According to relevant external indices in each country (Great Place to Work, Top Employer, Merco, etc.). 

2. Senior positions represent 1% of total workforce. 

3. Calculation of equal pay gap compares employees of the same job, level and function. 

4. People (unbanked, underbanked or financially vulnerable), who are given access to the financial system, receive tailored finance and increase their knowledge and 
resilience through financial education. 

5. Includes Santander overall contribution to green finance: project finance, syndicated loans, green bonds, capital finance, export finance, advisory, structuring and other 
products to help our clients in the transition to a low carbon economy. Commitment from 2019 to 2030 is EUR 220 bn. 

6. In those countries where it is possible to certify renewable sourced electricity for the properties occupied by the Group.

7. People supported through Santander Universities initiative (students who will receive a Santander scholarship, will achieve an internship in an SME or participate in 
entrepreneurship programmes supported by the bank). 

8. People helped through our community investment programmes (excluded Santander Universities and financial education initiatives).
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First half highlights
The Group is supporting its stakeholders in the difficulties they may have as a result of the current pandemic. We have put in 
place various contingency plans in the countries in which we operate.

We signed the Green Recovery alliance launched by the European Parliament: an appeal for a green recovery from the COVID-19 
pandemic.

We published the thematic reports on responsible banking in 2019, which review in detail all the activity in this area in our main markets, 
and complement the chapter on Responsible Banking in the Annual Report published in February. There are a total of seven themes, 
including the Climate Finance report in which we published this year the progress according to the four pillars of TCFD, as well as our 
portfolio in relevant sectors to the climate in order to make progress towards the objectives of the Paris Agreement. 

We were recognised for our  excellent results with the Gold Class distinction in The Sustainability Yearbook 2020 released by S&P 
Global, as Santander ranked 1st in the Dow Jones Sustainability Index. We achieved a total score of 86 points out of 100, reaching the 
maximum score of 100 in a number of assessed areas, including tax strategy, privacy protection, environmental reporting and financial 
inclusion.

In addition, the Group continued to develop responsible banking initiatives in the quarter, in the areas of environmental sustainability, 
diversity and community support, among others. The most relevant are detailed below.

As part of our corporate commitment to the environment, Santander continued financing green alternatives and 
renewable energies in its different countries: 

We issued a EUR 1 bn green bond to finance or refinance renewable wind and solar energy projects. This is the second issuance 
of this type of instrument made under the Global Sustainable Bond Framework. 

Santander Bank Polska, together with other entities, signed the largest contract for financing photovoltaic projects in Poland to 
build 128 solar power plants. Santander Argentina was involved in the placement of the first green bond issued on the local 
primary debt market, which amounted to USD 84 million.

Santander Portugal was involved in the launch of 2020's first corporate hybrid bond - the new Green Hybrid Bond - presented 
by EDP (Energías de Portugal). The Bank also signed a commitment to promote the objectives of Lisbon Green Capital 2020.

Regarding our diversity and inclusion commitments, we joined The Valuable 500, committing to include disability 
inclusion in the board's agenda, and signed the UN Women Empowerment principles. In addition, the board approved a 
minimum standard for parental leave which is already being implemented and is expected to be applied in all countries by 
2022, offering at least 14 paid weeks for mothers and four weeks for fathers or secondary parents. 

Following our commitment of acting responsibly towards our employees, we received the Top Employers 2020 
certification for the excellent working conditions in Spain, Poland, the UK and Chile, and in different Santander Consumer 
Finance units. In addition, we are the ninth best company to work for in Latin America according to Great Place to Work 2020 
and ranked third in the category of  enterprises with more than 1,000 employees. We were also named best bank in Portugal.

In addition to the measures implemented to minimise the impacts of the COVID-19 pandemic, we continued to invest in the 
communities in which we operate. In collaboration with MIT Professional Education, we launched the Santander 
Scholarships MIT Leading Digital Transformation and, together with the British Council, we launched the  Santander British 
Council Summer Experience.

As a result of these efforts, Banco Santander was ranked the world’s most sustainable bank in the Dow Jones 
Sustainability Index for the first time and was also first in Europe for the second year running. The index evaluates the 

Group’s performance across economic, environmental and social dimensions.
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CORPORATE GOVERNANCE

A responsible bank has a solid governance 
model with well-defined functions, it manages 
risks and opportunities prudently and defines its 
long-term strategy looking out for the interests 
of all its stakeholders and society in general

 

à Changes in the board

• Once the corresponding regulatory authorisations were obtained, on 19 and 30 May 2020, respectively, Mr Luis Isasi joined the board 
as an external director and Mr Sergio Rial as an executive director, the latter replacing Mr Ignacio Benjumea, who ceased duties as 
director on 30 May 2020. 

• The appointments committee has proposed Mr R. Martin Chávez as a new independent director of the Bank. Mr Chávez will replace 
Esther Giménez-Salinas who will be stepping down having served on the board for eight years. His appointment is subject to the 
usual regulatory approvals and it is expected that his appointment will be submitted for approval at the general shareholders 
meeting that will likely take place in October 2020.

à Changes in the composition of the board committees

• As of 20 May 2020, Mr Luis Isasi was appointed a member of the executive committee, the remuneration committee and the risk 
supervision, regulation and compliance committee.  

• Once Mr Chavez joins the board of directors, he will also join the remuneration committee, risk supervision, regulation and 
compliance committee, and innovation and technology committee

à Changes in the organisational structure of the Group's Senior Management

• As of 12 May 2020, the Bank announced the appointment of Mr António Simões as the new regional head of Europe, succeeding Mr 
Gerry Byrne, who, after a career spanning nearly 50 years in banking, has decided to retire at the beginning of 2021. He will have 
managerial responsibility and oversight of the Group's business in Europe, will lead the retail and commercial banking businesses, 
with reporting lines from the country heads of Spain, the UK, Portugal and Poland. 

Mr António Simões is expected to join the Bank on 1 September 2020, subject to regulatory approval.

• On the other hand, as of 30 June 2020, Mr. José María Nus has ceased to be part of the Bank's senior management.

SIGNIFICANT EVENTS SINCE QUARTER END
From 1 July 2020 until the approval date of the interim financial statements for the six-month period ended 30 June 2020, no material 
facts other than those indicated in this report have occurred.
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SANTANDER SHARE
Banco Santander, following the European Central Bank (ECB) 
recommendation urging financial institutions, given the 
uncertainty resulting from the COVID-19 emergency, to preserve 
capital by cancelling the payment of dividends against 2019 and 
2020 earnings, decided to cancel the final dividend charged 
against 2019 earnings and hold a further general shareholders 
meeting, expected in October 2020, to consider a dividend 
payment if the uncertainties relating to the COVID-19 crisis are 
resolved.

The Group, even before the ECB’s announcement, had agreed to 
cancel the interim dividend charged against 2020 and suspend its 
decision on 2020 dividends until there was more clarity regarding 
the impact of the crisis. This decision was taken to ensure the Bank 
has as much flexibility as possible to allow it to maximise lending 
and support businesses and individuals affected by the COVID-19 
pandemic.

With the greater visibility we have today and given the Bank's 
capital strength and the performance of underlying results, the 
Board intends to propose to the Shareholders' Meeting the 
payment of a scrip dividend (payable in new shares) equivalent to 
EUR 0.10 per share, for a total dividend equivalent to EUR 0.20 
charged to 2019 results.

In addition, and as commented on in other sections of this report, 
the Bank has accrued 6 basis points of CET1 capital in the quarter 
to allow the flexibility to pay a cash dividend against 2020 results, 
as soon as market conditions normalise and subject to regulatory 
approvals and guidance.

In a complicated environment derived from the health crisis, the 
Group has carried out various measures to protect its stakeholders. 
In this regard, our priorities were to protect the health of our 
employees, ensure the continuity of service to customers through 
the offices or by remote channels, and foster their economic 
resilience, having supported more than 600,000 customers by 
providing liquidity through government programmes and more 
than 5 million with payment holidays programmes, while we kept 
all channels open with our shareholders and investors to boost 
their confidence, which is reflected in an increase of almost 
100,000 new shareholders since December. 

àShareholder remuneration

The Santander share is listed in five markets, in Spain, Mexico and 
Poland as an ordinary share, in the US as an ADR and in the UK as a 
CDI.

The measures adopted by governments to contain the health crisis 
resulting from the fast spread of COVID-19 had a very severe 
effect on economic activity. The rapid adoption of monetary policy 
measures by central banks, together with the ongoing support 
packages that governments put in place for businesses and 
households to counter the economic slowdown, succeeded in 
increasing investor confidence, although uncertainty and the risk 
of further outbreaks persist. 

Central banks are launching measures to support economies: for 
example, the ECB announced a new EUR 750 billion asset purchase 
programme in March, which was increased in June to a total of 
EUR 1,350 billion. Also, the Fed cut interest rates twice to 0% and 
announced unlimited asset purchases until markets stabilise.

Since the beginning of the year, the main markets performed 
better than the banking sector, the latter being influenced by the 
ECB's recommendation not to distribute dividends, as well as by 
the limitations of both the Bank of England and the Fed on 
dividend distribution and share buyback programmes. In Spain, the 
Ibex 35 was down 24.3% and, in Europe, the DJ Stoxx 50 was 
down 12.2%. DJ Banks was down 34.3% and MSCI World Banks 
was down 31.3%. Santander share price fell 41.7%, to end the 
quarter at EUR 2.175. 

Share price

START 31/12/2019 END 30/06/2020

€3.730 €2.175

Maximum 17/02/2020 Minimum 20/05/2020

€3.964 €1.776

Comparative share performance

SAN DJ	Stoxx	Banks MSCI	World	Banks

31/12/2019 30/6/2020

50

75

100

Response to the 
COVID-19 crisis
Business model

Group financial 
information

Financial information 
by segments

Responsible banking
Corporate governance
Santander share Appendix
Santander share

January - June 2020 55



SANTANDER SHARE

àMarket capitalisation and trading

As at 30 June 2020, Santander was the second largest bank in the 
Eurozone by market capitalisation and the 33rd in the world among 
financial entities (EUR 36,136 million).

The share’s weighting in the DJ Stoxx 50 was 1.0% and 7.0% in the 
DJ Stoxx Banks. In the domestic market, its weight in the Ibex 35 
as at end-June was 9.6%. 

A total of 10,307 million shares were traded in the year for an 
effective value of EUR 26,691 million and a liquidity ratio of 62%. 

The daily trading volume was 82 million shares with an effective 
value of EUR 212 million.

àShareholder base

The total number of Santander shareholders at 30 June 2020 was 
4,080,201, of which 3,774,868 were European (77.10% of the 
capital stock) and 288,093 from the Americas (21.99% of the 
capital stock).

Excluding the board, which holds 1.10% of the Bank’s capital 
stock, retail shareholders account for 41.59% and institutional 
shareholders account for 57.31%.

Share capital distribution by geographic area
June 2020

The Americas Europe Other
21.99% 77.10% 0.91%

2nd Bank in the Eurozone by 
market capitalisation

EUR 36,136 million

      

The Santander share
June 2020

Shares and trading data
Shares (number)  16,618,114,582 
Average daily turnover (number of 
shares)  81,804,975 
Share liquidity (%) 62
(Number of shares traded during the year / number of shares)

Stock market indicators
Price / Tangible book value (X) 0.54
Free float (%) 99.85

Share capital distribution by type of shareholder
June 2020

                  (*) Shares owned or represented by directors. 
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Interim consolidated director's report                   First half 
2020 
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Net fee income. Consolidated
EUR million

Q2'20 Q1'20 Change (%) H1'20 H1'19 Change (%)
Fees from services  1,216  1,705 (28.7)  2,921  3,513 (16.9)
Wealth management and marketing of customer funds  780  928 (15.9)  1,708  1,898 (10.0)
Securities and custody  287  220 30.5  507  452 12.2
Net fee income  2,283  2,853 (20.0)  5,136  5,863 (12.4)

Operating expenses. Consolidated
EUR million

Q2'20 Q1'20 Change (%) H1'20 H1'19 Change (%)
Staff costs  2,568  2,899 (11.4)  5,467  6,080 (10.1)
Other general administrative expenses  1,818  1,949 (6.7)  3,767  4,030 (6.5)
   Information technology  523  498 5.0  1,021  1,113 (8.3)
   Communications  113  133 (15.0)  246  264 (6.8)
   Advertising  123  136 (9.6)  259  325 (20.3)
   Buildings and premises  174  210 (17.1)  384  429 (10.5)
   Printed and office material  28  26 7.7  54  63 (14.3)
   Taxes (other than tax on profits)  114  138 (17.4)  252  264 (4.5)
   Other expenses  743  808 (8.0)  1,551  1,572 (1.3)
Administrative expenses  4,386  4,848 (9.5)  9,234  10,110 (8.7)
Depreciation and amortisation  690  729 (5.3)  1,419  1,477 (3.9)
Operating expenses  5,076  5,577 (9.0)  10,653  11,587 (8.1)

Operating means. Consolidated
Employees Branches

Jun-20 Jun-19 Change Jun-20 Jun-19 Change
Europe  85,215  91,488  (6,273)  5,309  6,427  (1,118) 

     Spain  27,261  30,682  (3,421)  3,222  4,247  (1,025) 
     Santander Consumer Finance  13,716  14,494  (778)  407  424  (17) 
     United Kingdom  24,161  25,761  (1,600)  615  659  (44) 
     Portugal  6,506  6,736  (230)  525  553  (28) 
     Poland  10,968  11,488  (520)  529  532  (3) 
     Other  2,603  2,327  276  11  12  (1) 

North America  38,116  36,917  1,199  2,043  2,062  (19) 
     US  17,299  17,381  (82)  614  646  (32) 
     Mexico  20,817  19,536  1,281  1,429  1,416  13 

South America  67,652  71,158  (3,506)  4,494  4,591  (97) 
     Brazil  44,951  48,118  (3,167)  3,585  3,643  (58) 
     Chile  11,405  11,797  (392)  367  380  (13) 
     Argentina  9,244  9,183  61  438  469  (31) 
     Other  2,052  2,060  (8)  104  99  5 

Santander Global Platform  1,528  597  931  1  1  — 
Corporate Centre  1,773  1,644  129 
Total Group  194,284  201,804  (7,520)  11,847  13,081  (1,234) 

Net loan-loss provisions. Consolidated
EUR million

Q2'20 Q1'20 Change (%) H1'20 H1'19 Change (%)
Non-performing loans  3,361  4,216 (20.3)  7,577  5,152 47.1
Country-risk  (1)  (6)  (83.3)  (7)  (1)  600.0 
Recovery of written-off assets  (242)  (301) (19.6)  (543)  (838) (35.2)

Net loan-loss provisions  3,118  3,909 (20.2)  7,027  4,313 62.9
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Loans and advances to customers. Consolidated
EUR million

Change

Jun-20 Jun-19 Absolute % Dec-19
Commercial bills  30,354  34,275  (3,921) (11.4)  37,753 
Secured loans  508,292  495,091  13,201 2.7  513,929 
Other term loans  275,762  270,244  5,518 2.0  267,138 
Finance leases  35,401  34,534  867 2.5  35,788 
Receivable on demand  10,194  8,689  1,505 17.3  7,714 
Credit cards receivable  17,341  23,031  (5,690) (24.7)  23,876 
Impaired assets  31,754  33,045  (1,291) (3.9)  32,559 
Gross loans and advances to customers (excl. reverse repos)  909,098  898,909  10,189 1.1  918,757 
Reverse repos  48,681  32,049  16,632 51.9  45,703 
Gross loans and advances to customers  957,779  930,958  26,821 2.9  964,460 
Loan-loss allowances  22,983  22,723  260 1.1  22,242 
Loans and advances to customers  934,796  908,235  26,561 2.9  942,218 

Total funds. Consolidated
EUR million

Change

Jun-20 Jun-19 Absolute % Dec-19
Demand deposits  618,832  573,079  45,753 8.0  588,534 
Time deposits  187,518  206,431  (18,913) (9.2)  196,920 
Mutual funds  152,040  174,294  (22,254) (12.8)  180,405 
Customer funds  958,390  953,804  4,586 0.5  965,859 
Pension funds  15,086  15,602  (516) (3.3)  15,878 
Managed portfolios  26,038  28,122  (2,084) (7.4)  30,117 
Repos  40,482  35,241  5,241 14.9  38,911 
Total funds  1,039,996  1,032,769  7,227 0.7  1,050,765 

Eligible capital (fully loaded). Consolidated
EUR million

Change

Jun-20 Jun-19 Absolute % Dec-19
Capital stock and reserves  125,322  119,650  5,672 4.7  120,260 
Attributable profit  (10,798)  3,231  (14,029) —  6,515 
Dividends  —  (1,615)  1,615 (100.0)  (3,423) 
Other retained earnings  (33,171)  (24,888)  (8,283) 33.3  (25,385) 
Minority interests  6,639  6,893  (254) (3.7)  6,441 
Goodwill and intangible assets  (16,952)  (28,810)  11,859 (41.2)  (28,478) 
Other deductions  (3,847)  (6,054)  2,207 (36.5)  (5,432) 
Core CET1  67,192  68,406  (1,213) (1.8)  70,497 
Preferred shares and other eligible T1  8,727  8,690  37 0.4  8,467 
Tier 1  75,920  77,096  (1,176) (1.5)  78,964 
Generic funds and eligible T2 instruments  11,830  12,544  (713) (5.7)  11,973 
Eligible capital  87,750  89,640  (1,890) (2.1)  90,937 
Risk-weighted assets  567,446  605,470  (38,024) (6.3)  605,244 
CET1 capital ratio 11.84 11.30 0.54 11.65
T1 capital ratio 13.38 12.73 0.65 13.05
Total capital ratio 15.46 14.80 0.66 15.02
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EUROPE Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  3,352  (2.4)  (1.0)  6,787  (5.0)  (4.3) 
Net fee income  1,098  (16.5)  (15.7)  2,413  (8.3)  (8.0) 
Gains (losses) on financial transactions (1)  216  51.6  51.3  358  7.8  7.8 
Other operating income  (89)  —  —  (7)  —  — 
Total income  4,577  (8.0)  (6.9)  9,551  (8.3)  (7.8) 
Administrative expenses and amortisations  (2,526)  (6.9)  (5.7)  (5,237)  (6.3)  (5.9) 
Net operating income  2,051  (9.4)  (8.3)  4,314  (10.6)  (9.9) 
Net loan-loss provisions  (877)  (34.3)  (33.5)  (2,211)  162.1  163.0 
Other gains (losses) and provisions  (160)  (18.0)  (16.0)  (355)  (17.2)  (16.8) 
Profit before tax  1,014  38.3  39.9  1,747  (50.8)  (50.4) 
Tax on profit  (275)  26.4  27.6  (492)  (49.1)  (48.7) 
Profit from continuing operations  739  43.4  45.1  1,255  (51.4)  (51.0) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  739  43.4  45.1  1,255  (51.4)  (51.0) 
Non-controlling interests  (107)  46.6  47.9  (180)  (21.5)  (20.8) 
Underlying attributable profit to the parent  632  42.9  44.7  1,075  (54.3)  (54.0) 

Balance sheet
Loans and advances to customers  684,446  0.6  1.4  684,446  5.3  6.3 
Cash, central banks and credit institutions  258,158  36.2  36.8  258,158  28.5  29.1 
Debt instruments  91,038  10.9  11.1  91,038  (20.0)  (19.4) 
Other financial assets  54,171  (10.9)  (10.8)  54,171  5.2  5.3 
Other asset accounts  45,211  (5.2)  (4.6)  45,211  5.2  5.8 
Total assets  1,133,025  6.8  7.5  1,133,025  7.0  7.8 
Customer deposits  610,021  5.0  5.8  610,021  3.5  4.4 
Central banks and credit institutions  251,351  27.0  27.6  251,351  22.8  23.2 
Marketable debt securities  128,570  (5.5)  (4.5)  128,570  (0.8)  0.3 
Other financial liabilities  71,538  (0.8)  (0.7)  71,538  13.3  13.5 
Other liabilities accounts  17,002  (4.9)  (4.5)  17,002  (2.7)  (1.9) 
Total liabilities  1,078,482  7.3  8.1  1,078,482  7.4  8.2 
Total equity  54,543  (2.2)  (1.8)  54,543  (0.2)  1.1 

Memorandum items:
Gross loans and advances to customers (2)  656,001  0.5  1.3  656,001  2.8  3.8 
Customer funds  672,341  4.4  5.1  672,341  2.1  2.9 

Customer deposits (3)  588,886  3.8  4.5  588,886  2.7  3.6 
    Mutual funds  83,455  8.7  8.8  83,455  (1.7)  (1.3) 

Ratios (%) and operating means
Underlying RoTE  5.27  1.65  4.44  (5.28) 
Efficiency ratio  55.2  0.7  54.8  1.1 
NPL ratio  3.24  0.05  3.24  (0.24) 
NPL coverage  53.4  (0.7)  53.4  3.5 
Number of employees  85,215  (0.7)  85,215  (6.9) 
Number of branches  5,309  (0.4)  5,309  (17.4) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 

Response to the 
COVID-19 crisis
Business model

Group financial 
information

Financial information 
by segments

Responsible banking 
Corporate governance 
Santander share Appendix

Financial information by 
segment

60 January - June 2020



Spain Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % H1'20 %
Net interest income  931  0.6  1,856  (8.0) 
Net fee income  535  (16.8)  1,178  (5.5) 
Gains (losses) on financial transactions (1)  250  60.2  407  22.0 
Other operating income  (154)  —  (90)  — 
Total income  1,562  (12.7)  3,350  (9.6) 
Administrative expenses and amortisations  (896)  (5.1)  (1,841)  (10.0) 
Net operating income  665  (21.2)  1,509  (9.1) 
Net loan-loss provisions  (313)  (50.3)  (941)  100.1 
Other gains (losses) and provisions  (115)  11.0  (219)  (14.3) 
Profit before tax  237  112.0  350  (62.6) 
Tax on profit  (77)  245.9  (99)  (59.0) 
Profit from continuing operations  160  78.8  250  (63.9) 
Net profit from discontinued operations  —  —  —  — 
Consolidated profit  160  78.8  250  (63.9) 
Non-controlling interests  —  —  —  (12.1) 
Underlying attributable profit to the parent  161  79.1  251  (63.9) 

Balance sheet
Loans and advances to customers  197,424  6.2  197,424  1.5 
Cash, central banks and credit institutions  108,381  38.2  108,381  24.3 
Debt instruments  25,100  2.6  25,100  (36.1) 
Other financial assets  1,661  18.0  1,661  13.0 
Other asset accounts  23,203  (8.0)  23,203  3.3 
Total assets  355,769  12.8  355,769  3.2 
Customer deposits  248,053  5.7  248,053  (1.6) 
Central banks and credit institutions  46,942  132.1  46,942  23.5 
Marketable debt securities  27,377  (7.2)  27,377  10.2 
Other financial liabilities  12,370  37.9  12,370  39.9 
Other liabilities accounts  5,159  (17.2)  5,159  (15.3) 
Total liabilities  339,901  13.4  339,901  3.1 
Total equity  15,868  0.7  15,868  5.8 

Memorandum items:
Gross loans and advances to customers (2)  203,811  5.9  203,811  1.4 
Customer funds  311,824  6.1  311,824  (1.7) 

    Customer deposits (3)  248,053  5.7  248,053  (1.2) 
    Mutual funds  63,770  7.8  63,770  (3.4) 

Ratios (%) and operating means
Underlying RoTE  4.19  1.89  3.24  (6.07) 
Efficiency ratio  57.4  4.6  54.9  (0.2) 
NPL ratio  6.55  (0.33)  6.55  (0.47) 
NPL coverage  43.3  (1.3)  43.3  0.4 
Number of employees  27,261  (0.3)  27,261  (11.1) 
Number of branches  3,222  0.0  3,222  (24.1) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Santander Consumer Finance Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  947  (3.2)  (2.0)  1,926  0.8  2.5 
Net fee income  159  (14.9)  (14.6)  345  (16.7)  (16.3) 
Gains (losses) on financial transactions (1)  5  —  —  (5)  —  — 
Other operating income  (16)  —  —  (1)  (88.3)  (88.8) 
Total income  1,095  (6.4)  (5.4)  2,266  (2.4)  (0.9) 
Administrative expenses and amortisations  (469)  (8.8)  (7.9)  (983)  (5.0)  (3.6) 
Net operating income  626  (4.6)  (3.5)  1,283  (0.3)  1.4 
Net loan-loss provisions  (184)  (42.1)  (41.4)  (501)  176.9  177.1 
Other gains (losses) and provisions  23  (48.1)  (49.0)  67  480.6  450.1 
Profit before tax  466  21.5  22.6  849  (24.0)  (22.6) 
Tax on profit  (132)  23.7  24.2  (239)  (23.8)  (22.6) 
Profit from continuing operations  333  20.6  21.9  610  (24.1)  (22.6) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  333  20.6  21.9  610  (24.1)  (22.6) 
Non-controlling interests  (76)  32.4  32.9  (133)  (8.7)  (8.5) 
Underlying attributable profit to the parent  258  17.5  19.1  477  (27.5)  (25.8) 

Balance sheet
Loans and advances to customers  99,255  (0.6)  (1.4)  99,255  0.9  2.5 
Cash, central banks and credit institutions  9,831  (19.3)  (20.2)  9,831  44.6  47.7 
Debt instruments  4,565  68.4  64.7  4,565  38.8  43.3 
Other financial assets  31  (21.5)  (21.9)  31  (18.9)  (17.8) 
Other asset accounts  4,117  3.3  2.6  4,117  0.4  1.4 
Total assets  117,799  (0.8)  (1.7)  117,799  4.6  6.3 
Customer deposits  38,307  0.5  (0.7)  38,307  1.1  3.2 
Central banks and credit institutions  29,094  3.0  2.3  29,094  15.9  17.2 
Marketable debt securities  34,691  (6.1)  (6.7)  34,691  2.2  3.7 
Other financial liabilities  1,411  30.6  29.5  1,411  1.1  1.7 
Other liabilities accounts  3,610  3.9  3.3  3,610  (7.5)  (6.6) 
Total liabilities  107,113  (0.7)  (1.5)  107,113  4.8  6.4 
Total equity  10,686  (2.1)  (3.3)  10,686  3.0  5.5 

Memorandum items:
Gross loans and advances to customers (2)  101,955  (0.6)  (1.4)  101,955  1.2  2.8 
Customer funds  38,307  0.5  (0.7)  38,307  1.1  3.2 

    Customer deposits (3)  38,307  0.5  (0.7)  38,307  1.1  3.2 
    Mutual funds  —  —  —  —  —  — 

Ratios (%) and operating means
Underlying RoTE  12.04  2.02  11.02  (4.34) 
Efficiency ratio  42.8  (1.1)  43.4  (1.2) 
NPL ratio  2.52  0.09  2.52  0.28 
NPL coverage  106.1  (3.5)  106.1  0.2 
Number of employees  13,716  (1.0)  13,716  (5.4) 
Number of branches  407  (2.4)  407  (4.0) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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United Kingdom Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  871  (3.1)  (0.2)  1,769  (7.8)  (7.7) 
Net fee income  96  (50.1)  (47.9)  290  (31.6)  (31.6) 
Gains (losses) on financial transactions (1)  —  (96.8)  (95.3)  (7)  —  — 
Other operating income  12  (9.5)  (6.7)  25  (3.4)  (3.4) 
Total income  979  (10.8)  (8.0)  2,077  (13.0)  (13.0) 
Administrative expenses and amortisations  (656)  (8.1)  (5.3)  (1,370)  (5.0)  (4.9) 
Net operating income  323  (15.9)  (13.2)  707  (25.3)  (25.2) 
Net loan-loss provisions  (239)  25.2  28.5  (430)  437.0  437.5 
Other gains (losses) and provisions  (4)  (94.1)  (92.6)  (79)  5.5  5.6 
Profit before tax  80  (33.0)  (30.5)  198  (75.0)  (75.0) 
Tax on profit  (18)  (35.1)  (32.7)  (46)  (76.7)  (76.7) 
Profit from continuing operations  61  (32.3)  (29.8)  152  (74.4)  (74.4) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  61  (32.3)  (29.8)  152  (74.4)  (74.4) 
Non-controlling interests  (7)  13.9  17.0  (13)  21.6  21.7 
Underlying attributable profit to the parent  54  (35.6)  (33.2)  139  (76.1)  (76.1) 

Balance sheet
Loans and advances to customers  260,157  (2.9)  (0.3)  260,157  3.4  4.9 
Cash, central banks and credit institutions  48,060  27.9  31.3  48,060  18.6  20.3 
Debt instruments  17,001  0.3  3.0  17,001  (28.0)  (26.9) 
Other financial assets  1,475  33.7  37.2  1,475  35.0  37.0 
Other asset accounts  10,543  (14.1)  (11.9)  10,543  2.1  3.6 
Total assets  337,235  0.5  3.1  337,235  3.1  4.6 
Customer deposits  225,223  4.2  7.0  225,223  6.7  8.3 
Central banks and credit institutions  29,157  (3.4)  (0.9)  29,157  18.9  20.6 
Marketable debt securities  59,928  (6.5)  (4.0)  59,928  (8.1)  (6.8) 
Other financial liabilities  3,032  (2.6)  0.0  3,032  (37.8)  (36.9) 
Other liabilities accounts  4,616  (9.0)  (6.6)  4,616  3.3  4.8 
Total liabilities  321,956  1.1  3.7  321,956  3.8  5.3 
Total equity  15,279  (11.3)  (9.0)  15,279  (10.0)  (8.7) 

Memorandum items:
Gross loans and advances to customers (2)  237,561  (2.5)  0.1  237,561  2.3  3.8 
Customer funds  213,146  1.4  4.0  213,146  3.9  5.5 

    Customer deposits (3)  205,750  1.1  3.8  205,750  4.5  6.0 
    Mutual funds  7,396  8.0  10.9  7,396  (9.1)  (7.8) 

Ratios (%) and operating means
Underlying RoTE  1.54  (0.78)  1.95  (5.86) 
Efficiency ratio  67.0  2.0  66.0  5.6 
NPL ratio  1.08  0.12  1.08  (0.05) 
NPL coverage  46.0  3.0  46.0  14.1 
Number of employees  24,161  (1.4)  24,161  (6.2) 
Number of branches  615  0.0  615  (6.7) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Portugal Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % H1'20 %
Net interest income  197  (2.3)  399  (6.9) 
Net fee income  90  (11.0)  191  (2.9) 
Gains (losses) on financial transactions (1)  35  (37.6)  91  (0.8) 
Other operating income  (5)  (42.6)  (14)  145.1 
Total income  317  (9.4)  668  (6.2) 
Administrative expenses and amortisations  (145)  (4.2)  (296)  (5.1) 
Net operating income  172  (13.4)  372  (7.0) 
Net loan-loss provisions  (24)  (70.0)  (105)  — 
Other gains (losses) and provisions  (16)  (23.4)  (37)  13.3 
Profit before tax  132  35.2  230  (39.3) 
Tax on profit  (41)  36.9  (70)  (40.6) 
Profit from continuing operations  92  34.5  160  (38.7) 
Net profit from discontinued operations  —  —  —  — 
Consolidated profit  92  34.5  160  (38.7) 
Non-controlling interests  —  (99.1)  —  (64.4) 
Underlying attributable profit to the parent  92  35.2  160  (38.6) 

Balance sheet
Loans and advances to customers  37,082  2.2  37,082  3.8 
Cash, central banks and credit institutions  8,769  70.7  8,769  117.9 
Debt instruments  11,782  3.8  11,782  (11.0) 
Other financial assets  1,530  (1.4)  1,530  (15.4) 
Other asset accounts  1,659  (1.5)  1,659  (14.5) 
Total assets  60,822  8.6  60,822  7.2 
Customer deposits  40,038  3.0  40,038  2.7 
Central banks and credit institutions  11,584  45.3  11,584  43.6 
Marketable debt securities  3,268  (2.1)  3,268  (4.6) 
Other financial liabilities  256  (14.9)  256  (21.4) 
Other liabilities accounts  1,784  7.1  1,784  4.9 
Total liabilities  56,930  9.1  56,930  8.5 
Total equity  3,892  1.1  3,892  (8.5) 

Memorandum items:
Gross loans and advances to customers (2)  38,097  2.2  38,097  3.8 
Customer funds  42,922  3.2  42,922  2.7 

    Customer deposits (3)  40,038  3.0  40,038  2.7 
    Mutual funds  2,884  6.8  2,884  2.7 

Ratios (%) and operating means
Underlying RoTE  9.60  2.24  8.52  (4.03) 
Efficiency ratio  45.6  2.5  44.3  0.5 
NPL ratio  4.43  (0.13)  4.43  (0.57) 
NPL coverage  60.9  1.9  60.9  8.0 
Number of employees  6,506  (0.1)  6,506  (3.4) 
Number of branches  525  (0.8)  525  (5.1) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Poland Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  251  (15.1)  (11.3)  547  (3.1)  (0.5) 
Net fee income  104  (11.1)  (7.2)  220  (4.4)  (1.7) 
Gains (losses) on financial transactions (1)  21  154.5  161.8  30  (24.7)  (22.6) 
Other operating income  1  —  —  (55)  210.0  218.4 
Total income  377  3.5  7.6  742  (9.1)  (6.6) 
Administrative expenses and amortisations  (143)  (16.7)  (13.0)  (315)  (10.0)  (7.5) 
Net operating income  235  21.5  26.0  428  (8.5)  (6.0) 
Net loan-loss provisions  (89)  (6.8)  (2.8)  (184)  72.3  77.0 
Other gains (losses) and provisions  (40)  12.3  16.6  (76)  12.5  15.6 
Profit before tax  105  70.0  75.5  167  (42.8)  (41.2) 
Tax on profit  (31)  5.9  10.1  (61)  (16.7)  (14.4) 
Profit from continuing operations  74  129.0  135.7  106  (51.5)  (50.2) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  74  129.0  135.7  106  (51.5)  (50.2) 
Non-controlling interests  (23)  142.8  149.8  (33)  (52.5)  (51.2) 
Underlying attributable profit to the parent  51  123.1  129.7  73  (51.1)  (49.7) 

Balance sheet
Loans and advances to customers  29,186  0.0  (2.4)  29,186  (0.5)  4.0 
Cash, central banks and credit institutions  3,004  (15.3)  (17.3)  3,004  0.6  5.2 
Debt instruments  12,128  41.4  38.1  12,128  17.0  22.3 
Other financial assets  511  (31.0)  (32.6)  511  (9.5)  (5.4) 
Other asset accounts  1,367  2.4  0.0  1,367  3.0  7.7 
Total assets  46,197  6.5  4.0  46,197  3.6  8.3 
Customer deposits  34,317  8.3  5.8  34,317  4.8  9.5 
Central banks and credit institutions  2,896  17.5  14.8  2,896  (10.7)  (6.6) 
Marketable debt securities  2,056  (12.9)  (14.9)  2,056  (1.7)  2.8 
Other financial liabilities  680  (17.7)  (19.7)  680  (16.5)  (12.7) 
Other liabilities accounts  1,182  (2.9)  (5.1)  1,182  32.2  38.2 
Total liabilities  41,131  6.7  4.2  41,131  3.3  8.1 
Total equity  5,065  4.7  2.3  5,065  5.7  10.6 

Memorandum items:
Gross loans and advances to customers (2)  30,151  0.3  (2.1)  30,151  (0.4)  4.1 
Customer funds  37,623  8.5  6.0  37,623  4.3  9.1 

    Customer deposits (3)  34,303  8.3  5.8  34,303  7.6  12.6 
    Mutual funds  3,320  11.1  8.5  3,320  (20.8)  (17.2) 

Ratios (%) and operating means
Underlying RoTE  6.38  3.53  4.63  (4.98) 
Efficiency ratio  37.9  (9.2)  42.4  (0.4) 
NPL ratio  4.57  0.28  4.57  0.36 
NPL coverage  69.0  0.9  69.0  (0.7) 
Number of employees  10,968  (0.6)  10,968  (4.5) 
Number of branches  529  (1.1)  529  (0.6) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Other Europe
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  155  14.9  14.9  289  (3.2)  (3.4) 
Net fee income  115  54.5  54.4  189  59.7  58.4 
Gains (losses) on financial transactions (1)  (95)  54.0  54.1  (157)  2.8  3.6 
Other operating income  72  30.5  30.5  128  (37.9)  (37.9) 
Total income  246  21.8  21.7  448  (4.5)  (5.1) 
Administrative expenses and amortisations  (217)  0.2  0.2  (433)  6.2  5.6 
Net operating income  29  —  —  15  (75.2)  (75.4) 
Net loan-loss provisions  (29)  27.8  27.8  (51)  186.8  186.9 
Other gains (losses) and provisions  (7)  66.0  66.0  (12)  8.5  8.5 
Profit before tax  (7)  (83.9)  (83.9)  (48)  —  — 
Tax on profit  25  —  —  24  —  — 
Profit from continuing operations  18  —  —  (24)  —  — 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  18  —  —  (24)  —  — 
Non-controlling interests  (1)  —  —  (1)  (69.2)  (70.0) 
Underlying attributable profit to the parent  17  —  —  (25)  —  — 

Balance sheet
Loans and advances to customers  61,341  0.2  0.7  61,341  51.0  50.7 
Cash, central banks and credit institutions  80,113  51.8  52.2  80,113  35.0  35.0 
Debt instruments  20,463  13.1  13.1  20,463  (14.9)  (15.0) 
Other financial assets  48,964  (12.5)  (12.5)  48,964  5.2  5.2 
Other asset accounts  4,322  34.7  36.4  4,322  54.3  53.4 
Total assets  215,204  12.5  12.8  215,204  24.1  24.0 
Customer deposits  24,084  12.7  13.0  24,084  42.7  42.5 
Central banks and credit institutions  131,676  21.0  21.4  131,676  24.4  24.3 
Marketable debt securities  1,250  —  —  1,250  996.8  987.4 
Other financial liabilities  53,790  (7.0)  (7.0)  53,790  14.7  14.7 
Other liabilities accounts  650  196.6  197.1  650  60.6  60.2 
Total liabilities  211,451  12.5  12.7  211,451  24.3  24.2 
Total equity  3,753  17.3  18.5  3,753  16.3  15.7 

Memorandum items:
Gross loans and advances to customers (2)  44,427  (4.8)  (4.2)  44,427  19.1  18.8 
Customer funds  28,518  11.5  11.7  28,518  38.9  38.8 

Customer deposits (3)  22,434  9.3  9.7  22,434  33.7  33.5 
    Mutual funds  6,084  20.1  20.1  6,084  62.7  62.7 

Resources
Number of employees  2,603  2.2  2,603  11.9 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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NORTH AMERICA Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  2,079  (8.1)  (3.1)  4,339  (1.4)  (0.2) 
Net fee income  400  (13.2)  (6.9)  860  (4.6)  (2.1) 
Gains (losses) on financial transactions (1)  138  103.1  110.1  206  233.4  238.3 
Other operating income  89  (38.9)  (40.9)  236  (22.9)  (26.1) 
Total income  2,706  (7.8)  (3.0)  5,642  (0.5)  0.6 
Administrative expenses and amortisations  (1,117)  (8.7)  (4.0)  (2,341)  (1.9)  (0.8) 
Net operating income  1,589  (7.2)  (2.3)  3,301  0.5  1.7 
Net loan-loss provisions  (1,123)  (9.9)  (6.9)  (2,368)  48.3  48.7 
Other gains (losses) and provisions  (36)  160.0  174.8  (50)  (47.3)  (48.0) 
Profit before tax  430  (4.8)  5.4  883  (44.6)  (43.4) 
Tax on profit  (59)  (49.2)  (42.0)  (175)  (56.7)  (55.9) 
Profit from continuing operations  371  10.5  21.8  707  (40.5)  (39.0) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  371  10.5  21.8  707  (40.5)  (39.0) 
Non-controlling interests  (35)  (37.4)  (33.8)  (91)  (69.8)  (69.2) 
Underlying attributable profit to the parent  336  20.1  33.3  617  (30.7)  (28.8) 

Balance sheet
Loans and advances to customers  133,316  (1.6)  0.3  133,316  5.4  9.1 
Cash, central banks and credit institutions  30,936  (6.7)  (5.6)  30,936  22.0  30.7 
Debt instruments  37,365  23.5  24.7  37,365  39.7  50.4 
Other financial assets  20,209  11.3  12.0  20,209  113.1  134.0 
Other asset accounts  21,843  (5.8)  (3.7)  21,843  1.8  3.6 
Total assets  243,668  1.4  3.1  243,668  16.3  21.6 
Customer deposits  113,456  (3.7)  (2.0)  113,456  15.3  21.1 
Central banks and credit institutions  35,493  14.6  16.1  35,493  26.4  33.5 
Marketable debt securities  43,231  2.9  5.2  43,231  3.4  5.0 
Other financial liabilities  21,397  9.4  10.0  21,397  79.6  99.2 
Other liabilities accounts  6,578  (1.1)  0.3  6,578  11.8  17.9 
Total liabilities  220,155  1.5  3.1  220,155  18.3  23.9 
Total equity  23,514  1.1  3.0  23,514  0.3  3.7 

Memorandum items:
Gross loans and advances to customers (2)  131,154  (0.6)  1.3  131,154  6.7  10.6 
Customer funds  124,807  4.0  5.7  124,807  11.9  18.1 

Customer deposits (3)  104,732  3.3  5.1  104,732  15.7  21.2 
    Mutual funds  20,075  8.0  8.9  20,075  (4.5)  4.1 

Ratios (%) and operating means
Underlying RoTE  6.47  1.13  5.88  (3.66) 
Efficiency ratio  41.3  (0.4)  41.5  (0.6) 
NPL ratio  1.73  (0.29)  1.73  (0.56) 
NPL coverage  206.5  36.4  206.5  56.2 
Number of employees  38,116  1.9  38,116  3.2 
Number of branches  2,043  (0.2)  2,043  (0.9) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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United States Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  1,429  (2.3)  (2.4)  2,891  1.1  (1.4) 
Net fee income  215  (13.9)  (14.0)  465  (2.9)  (5.3) 
Gains (losses) on financial transactions (1)  50  7.0  6.9  96  145.9  139.8 
Other operating income  108  (36.9)  (36.9)  278  (22.1)  (24.0) 
Total income  1,801  (6.6)  (6.7)  3,730  (0.1)  (2.6) 
Administrative expenses and amortisations  (776)  (4.0)  (4.1)  (1,585)  0.3  (2.2) 
Net operating income  1,024  (8.5)  (8.6)  2,144  (0.4)  (2.9) 
Net loan-loss provisions  (832)  (14.5)  (14.6)  (1,804)  53.1  49.3 
Other gains (losses) and provisions  (30)  372.6  372.3  (36)  (57.5)  (58.6) 
Profit before tax  163  15.8  15.7  305  (65.8)  (66.7) 
Tax on profit  7  —  —  (36)  (85.7)  (86.1) 
Profit from continuing operations  170  72.4  72.2  269  (58.1)  (59.2) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  170  72.4  72.2  269  (58.1)  (59.2) 
Non-controlling interests  (20)  (48.9)  (48.9)  (58)  (67.2)  (68.0) 
Underlying attributable profit to the parent  151  149.8  149.5  211  (54.7)  (55.8) 

Balance sheet
Loans and advances to customers  102,743  (1.7)  1.0  102,743  10.3  9.1 
Cash, central banks and credit institutions  19,221  (2.8)  (0.1)  19,221  39.4  37.9 
Debt instruments  16,002  0.3  3.0  16,002  15.6  14.3 
Other financial assets  6,476  (10.7)  (8.2)  6,476  65.5  63.7 
Other asset accounts  18,749  (5.8)  (3.2)  18,749  4.8  3.7 
Total assets  163,192  (2.5)  0.1  163,192  14.5  13.2 
Customer deposits  77,938  (6.9)  (4.3)  77,938  21.1  19.8 
Central banks and credit institutions  20,991  15.9  19.1  20,991  20.0  18.7 
Marketable debt securities  35,927  (0.4)  2.3  35,927  1.9  0.8 
Other financial liabilities  6,586  (11.0)  (8.6)  6,586  54.0  52.3 
Other liabilities accounts  3,930  (7.6)  (5.1)  3,930  5.6  4.4 
Total liabilities  145,371  (2.8)  (0.1)  145,371  16.2  14.9 
Total equity  17,821  (0.3)  2.4  17,821  2.2  1.1 

Memorandum items:
Gross loans and advances to customers (2)  100,826 (0.3) 2.4  100,826 12.5 11.3
Customer funds  86,719 5.6 8.4  86,719 23.9 22.6

    Customer deposits (3)  76,213 4.6 7.4  76,213 26.0 24.7
    Mutual funds  10,506 13.3 16.4  10,506 10.6 9.4

Ratios (%) and operating means
Underlying RoTE  3.79  2.24  2.68  (3.70) 
Efficiency ratio  43.1  1.2  42.5  0.2 
NPL ratio  1.49  (0.51)  1.49  (0.83) 
NPL coverage  253.1  71.7  253.1  94.7 
Number of employees  17,299  0.1  17,299  (0.5) 
Number of branches  614  (0.8)  614  (5.0) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Mexico Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  650  (18.6)  (4.5)  1,448  (6.1)  2.4 
Net fee income  185  (12.4)  2.2  396  (6.4)  2.0 
Gains (losses) on financial transactions (1)  89  309.6  349.3  110  383.6  427.3 
Other operating income  (18)  (24.2)  (10.5)  (42)  (16.9)  (9.4) 
Total income  905  (10.1)  4.7  1,912  (1.3)  7.6 
Administrative expenses and amortisations  (341)  (17.9)  (3.7)  (756)  (6.2)  2.3 
Net operating income  565  (4.6)  10.6  1,156  2.2  11.4 
Net loan-loss provisions  (291)  6.5  22.6  (564)  34.8  47.0 
Other gains (losses) and provisions  (6)  (14.6)  (0.2)  (14)  35.5  47.7 
Profit before tax  267  (14.2)  0.3  578  (17.8)  (10.3) 
Tax on profit  (66)  (10.8)  4.0  (140)  (10.5)  (2.4) 
Profit from continuing operations  201  (15.2)  (0.8)  438  (19.9)  (12.6) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  201  (15.2)  (0.8)  438  (19.9)  (12.6) 
Non-controlling interests  (15)  (11.9)  2.7  (32)  (73.5)  (71.1) 
Underlying attributable profit to the parent  186  (15.5)  (1.1)  406  (4.4)  4.2 

Balance sheet
Loans and advances to customers  30,573  (1.1)  (1.9)  30,573  (8.3)  9.1 
Cash, central banks and credit institutions  11,714  (12.6)  (13.4)  11,714  1.3  20.5 
Debt instruments  21,363  49.4  48.1  21,363  65.7  97.2 
Other financial assets  13,733  26.0  24.9  13,733  146.5  193.3 
Other asset accounts  3,094  (5.9)  (6.6)  3,094  (13.2)  3.3 
Total assets  80,476  10.6  9.6  80,476  20.2  43.0 
Customer deposits  35,518  4.3  3.4  35,518  4.5  24.3 
Central banks and credit institutions  14,502  12.8  11.9  14,502  37.1  63.1 
Marketable debt securities  7,305  23.0  22.0  7,305  11.3  32.4 
Other financial liabilities  14,811  21.9  20.9  14,811  94.0  130.8 
Other liabilities accounts  2,648  10.4  9.5  2,648  22.5  45.7 
Total liabilities  74,784  10.9  10.0  74,784  22.7  46.0 
Total equity  5,693  5.6  4.8  5,693  (5.2)  12.8 

Memorandum items:
Gross loans and advances to customers (2)  30,329  (1.4)  (2.2)  30,329  (8.7)  8.6 
Customer funds  38,088  0.7  (0.2)  38,088  (8.4)  9.0 

    Customer deposits (3)  28,519  0.0  (0.8)  28,519  (5.1)  12.9 
    Mutual funds  9,570  2.6  1.8  9,570  (16.9)  (1.1) 

Ratios (%) and operating means
Underlying RoTE  15.11  (0.76)  15.46  (5.01) 
Efficiency ratio  37.6  (3.6)  39.5  (2.1) 
NPL ratio  2.50  0.43  2.50  0.29 
NPL coverage  114.9  (19.0)  114.9  (12.0) 
Number of employees  20,817  3.5  20,817  6.6 
Number of branches  1,429  0.0  1,429  0.9 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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SOUTH AMERICA Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  2,606  (15.0)  (0.1)  5,671  (14.7)  6.1 
Net fee income  774  (27.9)  (13.2)  1,847  (21.6)  (1.5) 
Gains (losses) on financial transactions (1)  363  434.8  478.8  431  48.8  86.6 
Other operating income  (52)  19.8  41.9  (95)  (39.7)  (14.5) 
Total income  3,690  (11.4)  4.0  7,854  (14.0)  7.0 
Administrative expenses and amortisations  (1,275)  (14.2)  0.7  (2,761)  (16.6)  5.1 
Net operating income  2,416  (9.8)  5.8  5,093  (12.6)  8.1 
Net loan-loss provisions  (1,110)  (16.2)  (1.0)  (2,435)  31.0  63.3 
Other gains (losses) and provisions  (52)  (63.2)  (50.1)  (194)  (36.6)  (20.2) 
Profit before tax  1,254  3.5  19.6  2,465  (32.7)  (17.2) 
Tax on profit  (470)  13.0  31.4  (887)  (35.0)  (19.6) 
Profit from continuing operations  783  (1.4)  13.5  1,578  (31.3)  (15.9) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  783  (1.4)  13.5  1,578  (31.3)  (15.9) 
Non-controlling interests  (98)  2.1  13.4  (195)  (42.1)  (30.2) 
Underlying attributable profit to the parent  685  (1.9)  13.6  1,383  (29.5)  (13.3) 

Balance sheet
Loans and advances to customers  110,995  (1.7)  2.9  110,995  (11.2)  18.0 
Cash, central banks and credit institutions  44,492  (3.0)  2.6  44,492  (11.0)  24.2 
Debt instruments  45,233  1.2  8.6  45,233  (6.2)  30.8 
Other financial assets  20,676  7.4  9.0  20,676  79.7  137.1 
Other asset accounts  16,596  (3.2)  2.7  16,596  0.9  38.9 
Total assets  237,993  (0.8)  4.4  237,993  (5.2)  28.6 
Customer deposits  112,587  5.8  11.4  112,587  (3.6)  30.9 
Central banks and credit institutions  42,399  (6.9)  (1.6)  42,399  12.0  52.2 
Marketable debt securities  23,973  (11.1)  (7.3)  23,973  (25.0)  (0.3) 
Other financial liabilities  32,198  (3.9)  0.0  32,198  2.6  40.4 
Other liabilities accounts  8,215  (3.7)  2.6  8,215  (20.4)  10.6 
Total liabilities  219,372  (0.7)  4.4  219,372  (3.9)  30.4 
Total equity  18,621  (1.4)  4.0  18,621  (18.4)  10.7 

Memorandum items:
Gross loans and advances to customers (2)  115,738  (1.6)  3.0  115,738  (11.6)  17.6 
Customer funds  149,922  1.2  7.0  149,922  (13.5)  18.2 

    Customer deposits (3)  101,965  6.3  11.7  101,965  (3.2)  30.9 
    Mutual funds  47,957  (8.1)  (1.8)  47,957  (29.5)  (2.0) 

Ratios (%) and operating means
Underlying RoTE  17.50  1.55  16.56  (4.19) 
Efficiency ratio  34.5  (1.2)  35.2  (1.1) 
NPL ratio  4.74  0.11  4.74  (0.07) 
NPL coverage  93.0  0.1  93.0  0.0 
Number of employees  67,652  (1.4)  67,652  (4.9) 
Number of branches  4,494  (0.7)  4,494  (2.1) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Brazil Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  1,813  (20.1)  (3.4)  4,083  (18.0)  1.0 
Net fee income  614  (29.3)  (13.4)  1,483  (20.0)  (1.5) 
Gains (losses) on financial transactions (1)  247  —  —  261  154.2  213.0 
Other operating income  (23)  37.5  59.7  (40)  (45.2)  (32.5) 
Total income  2,651  (15.5)  1.7  5,788  (15.7)  3.8 
Administrative expenses and amortisations  (835)  (16.8)  0.3  (1,839)  (17.4)  1.7 
Net operating income  1,816  (14.9)  2.4  3,949  (14.8)  4.9 
Net loan-loss provisions  (843)  (21.0)  (4.3)  (1,909)  29.8  59.9 
Other gains (losses) and provisions  (31)  (75.2)  (63.6)  (158)  (50.5)  (39.1) 
Profit before tax  942  0.2  18.9  1,881  (33.9)  (18.6) 
Tax on profit  (408)  10.9  30.6  (777)  (33.8)  (18.5) 
Profit from continuing operations  533  (6.7)  11.4  1,105  (34.0)  (18.7) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  533  (6.7)  11.4  1,105  (34.0)  (18.7) 
Non-controlling interests  (55)  0.1  18.7  (110)  (42.4)  (29.0) 
Underlying attributable profit to the parent  478  (7.4)  10.6  995  (32.9)  (17.4) 

Balance sheet
Loans and advances to customers  61,572  (6.2)  1.4  61,572  (15.9)  19.1 
Cash, central banks and credit institutions  29,805  (0.9)  7.1  29,805  (20.9)  12.1 
Debt instruments  35,652  (6.0)  1.6  35,652  (16.6)  18.1 
Other financial assets  7,190  22.2  32.1  7,190  5.4  49.2 
Other asset accounts  11,947  (3.7)  4.1  11,947  (4.2)  35.6 
Total assets  146,166  (3.8)  4.0  146,166  (15.4)  19.7 
Customer deposits  69,202  7.2  15.8  69,202  (7.4)  31.2 
Central banks and credit institutions  26,379  (19.6)  (13.1)  26,379  (8.8)  29.2 
Marketable debt securities  14,207  (12.7)  (5.7)  14,207  (31.0)  (2.3) 
Other financial liabilities  17,968  (6.1)  1.5  17,968  (25.6)  5.4 
Other liabilities accounts  6,282  (5.6)  2.0  6,282  (27.1)  3.2 
Total liabilities  134,037  (3.9)  3.9  134,037  (14.6)  20.9 
Total equity  12,129  (3.1)  4.8  12,129  (23.8)  7.9 

Memorandum items:
Gross loans and advances to customers (2)  64,859  (6.1)  1.5  64,859  (16.7)  18.0 
Customer funds  97,585  (0.6)  7.4  97,585  (19.7)  13.7 

    Customer deposits (3)  58,730  8.3  17.0  58,730  (7.4)  31.1 
    Mutual funds  38,856  (11.6)  (4.5)  38,856  (33.1)  (5.3) 

Ratios (%) and operating means
Underlying RoTE  17.79  1.32  17.12  (4.53) 
Efficiency ratio  31.5  (0.5)  31.8  (0.7) 
NPL ratio  5.07  0.14  5.07  (0.20) 
NPL coverage  110.2  2.2  110.2  4.7 
Number of employees  44,951  (1.9)  44,951  (6.6) 
Number of branches  3,585  (0.9)  3,585  (1.6) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Chile Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  425  (5.2)  (3.3)  873  (7.2)  8.9 
Net fee income  74  (19.7)  (17.9)  166  (16.8)  (2.3) 
Gains (losses) on financial transactions (1)  92  586.3  594.1  105  (7.2)  8.9 
Other operating income  (6)  456.6  463.1  (7)  —  — 
Total income  584  5.8  7.8  1,137  (9.4)  6.3 
Administrative expenses and amortisations  (228)  (1.1)  0.9  (458)  (12.6)  2.5 
Net operating income  356  10.7  12.8  678  (7.2)  8.9 
Net loan-loss provisions  (183)  12.2  14.3  (346)  66.7  95.6 
Other gains (losses) and provisions  (2)  —  —  (1)  —  — 
Profit before tax  171  7.2  9.3  331  (40.9)  (30.6) 
Tax on profit  (42)  97.2  100.2  (63)  (38.6)  (28.0) 
Profit from continuing operations  129  (6.7)  (4.8)  267  (41.4)  (31.2) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  129  (6.7)  (4.8)  267  (41.4)  (31.2) 
Non-controlling interests  (43)  4.0  6.1  (84)  (41.9)  (31.8) 
Underlying attributable profit to the parent  86  (11.3)  (9.4)  183  (41.2)  (31.0) 

Balance sheet
Loans and advances to customers  38,037  4.1  2.8  38,037  (5.1)  13.2 
Cash, central banks and credit institutions  8,709  (6.6)  (7.7)  8,709  83.7  119.1 
Debt instruments  5,958  54.8  52.8  5,958  50.9  79.9 
Other financial assets  13,306  1.0  (0.3)  13,306  192.4  248.7 
Other asset accounts  3,311  (3.4)  (4.6)  3,311  15.0  37.1 
Total assets  69,321  4.5  3.2  69,321  23.3  47.1 
Customer deposits  28,534  4.9  3.6  28,534  5.2  25.5 
Central banks and credit institutions  11,822  28.3  26.7  11,822  111.6  152.4 
Marketable debt securities  9,593  (8.4)  (9.6)  9,593  (13.4)  3.3 
Other financial liabilities  13,501  (1.2)  (2.4)  13,501  110.4  150.9 
Other liabilities accounts  1,276  6.2  4.9  1,276  24.5  48.5 
Total liabilities  64,727  4.8  3.5  64,727  26.4  50.7 
Total equity  4,594  0.8  (0.5)  4,594  (7.7)  10.1 

Memorandum items:
Gross loans and advances to customers (2)  39,115  4.2  2.9  39,115  (5.0)  13.3 
Customer funds  35,913  5.8  4.5  35,913  2.0  21.6 

    Customer deposits (3)  28,385  5.0  3.7  28,385  5.3  25.6 
    Mutual funds  7,528  9.1  7.8  7,528  (8.8)  8.8 

Ratios (%) and operating means
Underlying RoTE  10.62  (1.20)  11.23  (6.40) 
Efficiency ratio  39.0  (2.7)  40.3  (1.5) 
NPL ratio  4.99  0.36  4.99  0.47 
NPL coverage  54.7  (2.5)  54.7  (4.4) 
Number of employees  11,405  (0.3)  11,405  (3.3) 
Number of branches  367  0.3  367  (3.4) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Argentina Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  261  8.6  34.5  502  (1.6)  61.5 
Net fee income  56  (25.3)  (3.6)  132  (45.2)  (10.0) 
Gains (losses) on financial transactions (1)  10  (57.8)  (40.2)  33  (36.6)  4.1 
Other operating income  (17)  (20.4)  1.9  (39)  (52.6)  (22.2) 
Total income  310  (2.3)  22.2  628  (12.8)  43.1 
Administrative expenses and amortisations  (153)  (17.7)  4.9  (339)  (21.4)  29.1 
Net operating income  157  19.4  46.6  289  (0.1)  64.0 
Net loan-loss provisions  (57)  (23.1)  (1.1)  (132)  (7.6)  51.8 
Other gains (losses) and provisions  (18)  33.2  62.2  (32)  62.5  166.9 
Profit before tax  82  87.8  123.5  125  (1.3)  62.1 
Tax on profit  (7)  (29.5)  (8.4)  (16)  (70.5)  (51.5) 
Profit from continuing operations  75  119.5  159.2  110  49.1  144.8 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  75  119.5  159.2  110  49.1  144.8 
Non-controlling interests  —  120.0  159.8  (1)  82.7  200.0 
Underlying attributable profit to the parent  75  119.5  159.2  109  48.9  144.5 

Balance sheet
Loans and advances to customers  4,721  5.2  18.3  4,721  (18.0)  34.7 
Cash, central banks and credit institutions  2,986  (12.0)  (1.1)  2,986  (42.5)  (5.6) 
Debt instruments  2,659  19.5  34.3  2,659  190.1  376.5 
Other financial assets  68  (10.8)  0.3  68  (45.4)  (10.4) 
Other asset accounts  840  2.0  14.6  840  (7.6)  51.8 
Total assets  11,275  2.4  15.2  11,275  (12.6)  43.5 
Customer deposits  8,134  (2.1)  10.1  8,134  (13.3)  42.4 
Central banks and credit institutions  1,043  54.4  73.6  1,043  5.1  72.6 
Marketable debt securities  76  (12.5)  (1.6)  76  (70.4)  (51.4) 
Other financial liabilities  651  3.2  16.0  651  (14.5)  40.5 
Other liabilities accounts  365  (5.9)  5.7  365  (12.0)  44.4 
Total liabilities  10,269  1.8  14.5  10,269  (13.0)  42.8 
Total equity  1,006  9.3  22.9  1,006  (8.1)  51.0 

Memorandum items:
Gross loans and advances to customers (2)  4,970  5.2  18.3  4,970  (15.2)  39.3 
Customer funds  9,669  1.0  13.6  9,669  (12.3)  44.0 

    Customer deposits (3)  8,134  (2.1)  10.1  8,134  (13.3)  42.4 
    Mutual funds  1,535  21.4  36.5  1,535  (6.8)  53.1 

Ratios (%) and operating means
Underlying RoTE  38.40  20.81  28.76  11.81 
Efficiency ratio  49.3  (9.2)  54.0  (5.9) 
NPL ratio  3.15  (0.82)  3.15  (0.64) 
NPL coverage  165.7  34.5  165.7  39.3 
Number of employees  9,244  (0.5)  9,244  0.7 
Number of branches  438  0.0  438  (6.6) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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Other South America
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  107  0.6  8.0  213  (2.1)  12.5 
Net fee income  29  (21.2)  (14.2)  65  8.6  25.0 
Gains (losses) on financial transactions (1)  15  (16.9)  (11.1)  32  47.1  64.4 
Other operating income  (5)  46.2  53.3  (9)  92.9  126.6 
Total income  145  (7.5)  (0.3)  301  2.3  17.3 
Administrative expenses and amortisations  (59)  (11.3)  (4.2)  (125)  (1.5)  13.5 
Net operating income  86  (4.8)  2.5  177  5.1  20.1 
Net loan-loss provisions  (27)  30.1  39.7  (47)  25.4  44.4 
Other gains (losses) and provisions  (1)  (69.5)  (64.4)  (3)  (1.3)  16.7 
Profit before tax  59  (13.4)  (6.7)  127  (0.8)  13.1 
Tax on profit  (13)  (23.4)  (17.9)  (31)  (6.9)  5.4 
Profit from continuing operations  46  (9.9)  (2.8)  96  1.4  15.8 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  46  (9.9)  (2.8)  96  1.4  15.8 
Non-controlling interests  —  —  —  —  —  — 
Underlying attributable profit to the parent  46  (9.9)  (2.8)  96  2.2  16.9 

Balance sheet
Loans and advances to customers  6,666  8.0  8.6  6,666  12.2  27.1 
Cash, central banks and credit institutions  2,991  (3.6)  (3.4)  2,991  24.9  43.7 
Debt instruments  964  40.1  38.5  964  60.4  86.0 
Other financial assets  112  (7.9)  (6.2)  112  —  — 
Other asset accounts  499  5.2  5.2  499  158.6  194.4 
Total assets  11,231  6.4  6.7  11,231  22.9  40.0 
Customer deposits  6,716  5.9  5.7  6,716  21.3  40.1 
Central banks and credit institutions  3,156  11.6  13.2  3,156  32.3  46.0 
Marketable debt securities  97  (13.1)  (8.0)  97  45.3  54.6 
Other financial liabilities  78  (25.0)  (25.2)  78  69.7  95.6 
Other liabilities accounts  292  2.2  2.5  292  12.4  27.7 
Total liabilities  10,339  6.9  7.3  10,339  24.7  41.9 
Total equity  892  0.8  0.8  892  5.7  21.0 

Memorandum items:
Gross loans and advances to customers (2)  6,794  7.9  8.5  6,794  11.8  26.6 
Customer funds  6,754  5.8  5.6  6,754  21.3  40.1 

    Customer deposits (3)  6,716  5.9  5.7  6,716  21.3  40.1 
    Mutual funds  38  0.4  (0.9)  38  16.5  37.5 

Resources
Number of employees  2,052  (1.8)  2,052  (0.4) 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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SANTANDER GLOBAL PLATFORM (primary segment) Q
EUR million

Underlying income statement Q2'20 Q1'20 % H1'20 H1'19 %
Net interest income  32  31  5.1  63  46  38.2 
Net fee income  18  13  31.5  31  2  — 
Gains (losses) on financial transactions (1)  —  —  —  0  (2)  (95.0) 
Other operating income  (6)  1  —  (5)  (7)  (32.7) 
Total income  44  45  (3.4)  89  39  129.2 
Administrative expenses and amortisations  (77)  (71)  8.4  (148)  (108)  36.9 
Net operating income  (33)  (26)  29.4  (59)  (69)  (15.0) 
Net loan-loss provisions  (1)  —  22.9  (1)  —  121.7 
Other gains (losses) and provisions  (6)  (1)  513.2  (7)  (1)  684.3 
Profit before tax  (40)  (27)  47.4  (67)  (70)  (5.0) 
Tax on profit  11  14  (18.2)  25  19  31.3 
Profit from continuing operations  (28)  (13)  117.4  (42)  (51)  (18.7) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  (28)  (13)  117.4  (42)  (51)  (18.7) 
Non-controlling interests  —  —  34.8  —  —  — 
Underlying attributable profit to the parent  (28)  (13)  118.7  (41)  (51)  (19.6) 

Balance sheet
Loans and advances to customers  834  791  5.5  834  515  62.1 
Cash, central banks and credit institutions  9,737  9,423  3.3  9,737  8,938  8.9 
Debt instruments  10  10  (0.7)  10  0  — 
Other financial assets  218  205  6.4  218  147  48.0 
Other asset accounts  766  318  141.0  766  132  480.7 
Total assets  11,566  10,747  7.6  11,566  9,732  18.8 
Customer deposits  9,998  9,674  3.3  9,998  9,106  9.8 
Central banks and credit institutions  171  144  18.2  171  130  31.0 
Marketable debt securities  —  —  —  —  —  — 
Other financial liabilities  149  134  10.7  149  67  122.1 
Other liabilities accounts  103  98  4.5  103  81  27.0 
Total liabilities  10,420  10,051  3.7  10,420  9,384  11.0 
Total equity  1,146  696  64.7  1,146  348  229.5 

Memorandum items:
Gross loans and advances to customers (2)  838  794  5.5  838  518  61.8 
Customer funds  10,534  10,127  4.0  10,534  9,500  10.9 

    Customer deposits (3)  9,998  9,674  3.3  9,998  9,106  9.8 
    Mutual funds  536  453  18.3  536  394  36.3 

Resources
Number of employees  1,528  1,424  7.3  1,528  597  155.9 

(1) Includes exchange differences.
(2) Excluding reverse repos. 
(3) Excluding repos. 
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CORPORATE CENTRE Q
EUR million

Underlying income statement Q2'20 Q1'20 % H1'20 H1'19 %
Net interest income  (354)  (304)  16.3  (658)  (600)  9.7 
Net fee income  (6)  (9)  (33.8)  (15)  (27)  (42.5) 
Gains (losses) on financial transactions (1)  64  14  375.3  78  (171)  — 
Other operating income  (18)  (5)  273.5  (22)  (25)  (11.4) 
Total income  (313)  (304)  2.8  (617)  (822)  (24.9) 
Administrative expenses and amortisations  (82)  (85)  (3.6)  (166)  (193)  (13.8) 
Net operating income  (395)  (389)  1.4  (784)  (1,015)  (22.8) 
Net loan-loss provisions  (8)  (3)  127.0  (11)  (13)  (10.0) 
Other gains (losses) and provisions  (370)  (20)  —  (391)  (127)  208.7 
Profit before tax  (773)  (413)  87.2  (1,186)  (1,155)  2.7 
Tax on profit  585  (524)  —  61  36  67.9 
Profit from continuing operations  (188)  (937)  (79.9)  (1,125)  (1,118)  0.6 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  (188)  (937)  (79.9)  (1,125)  (1,118)  0.6 
Non-controlling interests  94  (94)  —  (1)  10  — 
Underlying attributable profit to the parent  (94)  (1,031)  (90.8)  (1,125)  (1,108)  1.6 

Balance sheet
Loans and advances to customers  5,205  5,989  (13.1)  5,205  6,231  (16.5) 
Cash, central banks and credit institutions  48,530  46,304  4.8  48,530  31,895  52.2 
Debt instruments  1,340  1,292  3.7  1,340  952  40.7 
Other financial assets  2,058  3,745  (45.1)  2,058  2,446  (15.9) 
Other asset accounts  127,904  131,526  (2.8)  127,904  132,086  (3.2) 
Total assets  185,037  188,856  (2.0)  185,037  173,610  6.6 
Customer deposits  770  740  4.0  770  953  (19.3) 
Central banks and credit institutions  19,119  27,484  (30.4)  19,119  14,650  30.5 
Marketable debt securities  63,010  56,906  10.7  63,010  51,326  22.8 
Other financial liabilities  1,901  803  136.8  1,901  2,617  (27.4) 
Other liabilities accounts  8,225  8,917  (7.8)  8,225  9,743  (15.6) 
Total liabilities  93,024  94,849  (1.9)  93,024  79,290  17.3 
Total equity  92,012  94,007  (2.1)  92,012  94,320  (2.4) 

Memorandum items:
Gross loans and advances to customers (2)  5,367  6,135  (12.5)  5,367  6,330  (15.2) 
Customer funds  786  751  4.7  786  964  (18.4) 

    Customer deposits (3)  770  740  4.0  770  953  (19.3) 
    Mutual funds  17  11  55.9  17  11  53.9 

Resources
Number of employees  1,773  1,697  4.5  1,773  1,644  7.8 

(1) Includes exchange differences. 
(2) Excluding reverse repos. 
(3) Excluding repos. 
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RETAIL BANKING Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  7,141  (9.4)  (2.5)  15,026  (8.4)  (0.8) 
Net fee income  1,495  (26.1)  (18.9)  3,518  (18.4)  (10.3) 
Gains (losses) on financial transactions (1)  403  709.9  578.0  452  96.3  87.5 
Other operating income  (179)  —  —  (165)  —  — 
Total income  8,859  (11.2)  (4.5)  18,831  (10.6)  (3.5) 
Administrative expenses and amortisations  (4,084)  (9.8)  (3.9)  (8,611)  (8.8)  (2.3) 
Net operating income  4,775  (12.3)  (4.9)  10,220  (12.1)  (4.4) 
Net loan-loss provisions  (2,846)  (26.8)  (21.0)  (6,735)  59.1  74.4 
Other gains (losses) and provisions  (218)  (35.5)  (27.9)  (555)  (29.5)  (23.5) 
Profit before tax  1,711  40.5  54.2  2,930  (55.7)  (52.0) 
Tax on profit  (536)  28.9  43.0  (953)  (54.9)  (50.1) 
Profit from continuing operations  1,175  46.4  59.9  1,977  (56.0)  (52.9) 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  1,175  46.4  59.9  1,977  (56.0)  (52.9) 
Non-controlling interests  (193)  14.6  19.1  (361)  (50.7)  (47.3) 
Underlying attributable profit to the parent  982  54.9  71.2  1,616  (57.1)  (53.9) 

(1) Includes exchange differences. 

CORPORATE & INVESTMENT BANKING Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  713  6.3  14.1  1,384  2.2  12.1 
Net fee income  406  0.5  6.9  810  11.6  20.3 
Gains (losses) on financial transactions (1)  259  56.8  77.4  424  36.7  70.9 
Other operating income  48  (20.4)  (21.5)  108  (39.6)  (40.1) 
Total income  1,426  9.7  17.9  2,726  6.1  16.7 
Administrative expenses and amortisations  (507)  (5.4)  (0.4)  (1,043)  (6.9)  (1.5) 
Net operating income  919  20.2  31.0  1,683  16.2  31.8 
Net loan-loss provisions  (245)  —  —  (249)  357.6  371.6 
Other gains (losses) and provisions  (28)  84.7  92.9  (43)  13.0  19.1 
Profit before tax  646  (13.2)  (4.0)  1,391  2.6  17.1 
Tax on profit  (179)  (17.8)  (8.0)  (398)  (2.1)  12.3 
Profit from continuing operations  467  (11.3)  (2.4)  994  4.6  19.1 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  467  (11.3)  (2.4)  994  4.6  19.1 
Non-controlling interests  (30)  (16.6)  (4.2)  (66)  (26.5)  (15.0) 
Underlying attributable profit to the parent  437  (10.9)  (2.3)  928  7.8  22.6 

(1) Includes exchange differences. 

Response to the 
COVID-19 crisis
Business model

Group financial 
information

Financial information 
by segments

Responsible banking 
Corporate governance 
Santander share Appendix

Financial information by 
segment

January - June 2020 77



WEALTH MANAGEMENT & INSURANCE Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  104  (21.8)  (17.8)  236  (16.8)  (13.0) 
Net fee income  279  (12.8)  (8.9)  599  4.9  9.8 
Gains (losses) on financial transactions (1)  22  3.3  12.2  43  (39.1)  (36.2) 
Other operating income  78  (31.0)  (25.8)  191  19.4  30.6 
Total income  482  (17.7)  (13.4)  1,069  (1.5)  3.7 
Administrative expenses and amortisations  (220)  (9.9)  (7.0)  (464)  (2.8)  — 
Net operating income  263  (23.3)  (18.1)  605  (0.6)  6.8 
Net loan-loss provisions  (5)  (18.2)  (19.2)  (12)  —  — 
Other gains (losses) and provisions  (3)  86.1  88.5  (4)  (2.9)  1.5 
Profit before tax  255  (23.9)  (18.5)  589  (3.5)  3.5 
Tax on profit  (59)  (27.9)  (23.2)  (142)  (0.9)  6.1 
Profit from continuing operations  195  (22.6)  (17.0)  447  (4.3)  2.8 
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  195  (22.6)  (17.0)  447  (4.3)  2.8 
Non-controlling interests  (9)  (24.5)  (14.9)  (20)  (10.6)  5.8 
Underlying attributable profit to the parent  186  (22.5)  (17.1)  427  (4.0)  2.6 

(1) Includes exchange differences. 

SANTANDER GLOBAL PLATFORM (secondary segment) Q
EUR million

/ Q1'20 / H1'19

Underlying income statement Q2'20 % % excl. FX H1'20 % % excl. FX
Net interest income  112 8.8 16.6  214 11.8 24.3
Net fee income  109 (4.6) 5.8  224 (20.1) (6.5)
Gains (losses) on financial transactions (1)  33 (22.0) (17.7)  75 7.5 15.6
Other operating income  (4)  —  —  (4)  (52.2)  (51.0) 
Total income  250 (4.1) 4.1  510 (4.6) 8.6
Administrative expenses and amortisations  (183) (1.7) 3.9  (369) 3.8 13.1
Net operating income  67 (10.0) 4.9  141 (21.2) (1.6)
Net loan-loss provisions  (14)  176.4  193.1  (20)  8.2  18.8 
Other gains (losses) and provisions  (6)  —  —  (4)  430.9  407.6 
Profit before tax  46 (35.6) (21.9)  117 (26.7) (6.8)
Tax on profit  (18) (8.4) 17.0  (37) (33.7) (14.4)
Profit from continuing operations  28 (45.6) (35.4)  80 (23.0) (2.9)
Net profit from discontinued operations  —  —  —  —  —  — 
Consolidated profit  28 (45.6) (35.4)  80 (23.0) (2.9)
Non-controlling interests  (8) (8.8) (0.7)  (17) (13.0) (3.4)
Underlying attributable profit to the parent  20 (53.2) (42.7)  63 (25.3) (2.7)

(1) Includes exchange differences. 
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ALTERNATIVE PERFORMANCE MEASURES (APMs)

In addition to the financial information prepared under IFRS, this 
consolidated directors’ report contains financial measures that 
constitute alternative performance measures (‘APMs’) to comply 
with the guidelines on alternative performance measures issued 
by the European Securities and Markets Authority on 5 October 
2015 and non-IFRS measures. 

The financial measures contained in this consolidated directors’ 
report that qualify as APMs and non-IFRS measures have been 
calculated using the financial information from Santander but are 
not defined or detailed in the applicable financial information 
framework or under IFRS and have neither been audited nor 
reviewed by our auditors. 

We use these APMs and non-IFRS measures when planning, 
monitoring and evaluating our performance. We consider these 
APMs and non-IFRS financial measures to be useful metrics for 
management and investors to facilitate operating performance 
comparisons from period to period. While we believe that these 
APMs and non-IFRS financial measures are useful in evaluating our 
business, this information should be considered as supplemental 
in nature and is not meant as a substitute of IFRS measures. In 
addition, the way in which Santander defines and calculates these 

APMs and non-IFRS measures may differ from the calculations and 
by other companies with similar measures and, therefore, may not 
be comparable.

The APMs and non-IFRS measures we use in this document can be 
categorised as follows: 

Underlying results

In addition to IFRS results measures, we present some results 
measures which are non-IFRS measures and which we refer to as 
underlying measures. These underlying measures allow in our 
view a better year-on-year comparability as they exclude items 
outside the ordinary course performance of our business which are 
grouped in the non-IFRS line net capital gains and provisions and 
are further detailed on page 14 of this report. 

In addition, the results by business areas in the 'Geographic 
businesses' section are presented only on an underlying basis in 
accordance with IFRS 8, and reconciled on an aggregate basis to 
our IFRS consolidated results to the consolidated financial 
statements, which are set out below. 

Reconciliation of underlying results to statutory results
EUR million

January-June 2020

Underlying results Adjustments Statutory results
Net interest income  16,202  —  16,202 
Net fee income  5,136  —  5,136 
Gains (losses) on financial transactions (1)  1,073  —  1,073 
Other operating income  107  (250)  (143) 
Total income  22,518  (250)  22,268 
Administrative expenses and amortisations  (10,653)  (54)  (10,707) 
Net operating income  11,865  (304)  11,561 
Net loan-loss provisions  (7,027)  —  (7,027) 
Other gains (losses) and provisions  (997)  (9,947)  (10,944) 
Profit before tax  3,841  (10,251)  (6,410) 
Tax on profit  (1,468)  (2,460)  (3,928) 
Profit from continuing operations  2,373  (12,711)  (10,338) 
Net profit from discontinued operations  —  —  — 
Consolidated profit  2,373  (12,711)  (10,338) 
Non-controlling interests  (465)  5  (460) 
Attributable profit to the parent  1,908  (12,706)  (10,798) 

(1) Includes exchange differences. 

Explanation of adjustments: 

Adjustment to the valuation of goodwill of EUR -10,100 million, adjustment has been made to deferred tax assets of the Spanish 
consolidated fiscal group of EUR -2,500 million and restructuring costs and other for a net impact of EUR -106 million. 
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Reconciliation of underlying results to statutory results
EUR million

January-June 2019

Underlying results Adjustments Statutory results

Net interest income  17,636  —  17,636 

Net fee income  5,863  —  5,863 

Gains (losses) on financial transactions (1)  511  —  511 

Other operating income  426  —  426 

Total income  24,436  —  24,436 

Administrative expenses and amortisations  (11,587)  —  (11,587) 

Net operating income  12,849  —  12,849 

Net loan-loss provisions  (4,313)  —  (4,313) 

Other gains (losses) and provisions  (957)  (1,048)  (2,005) 

Profit before tax  7,579  (1,048)  6,531 

Tax on profit  (2,679)  230  (2,449) 

Profit from continuing operations  4,900  (818)  4,082 

Net profit from discontinued operations  —  —  — 

Consolidated profit  4,900  (818)  4,082 

Non-controlling interests  (855)  4  (851) 

Attributable profit to the parent  4,045  (814)  3,231 

(1) Includes exchange differences. 

Explanation of adjustments: 

Net capital gains from the sale of our stake in Prisma of EUR 150 million, net capital losses of EUR -180 million related to real estate assets 
(Spain), PPI of EUR -80 million and restructuring costs for a net impact of EUR -704 million. 

Profitability and efficiency ratios

The purpose of the profitability and efficiency ratios is to measure the ratio of profit to capital, to tangible capital, to assets and to risk 
weighted assets, while the efficiency ratio measures how much general administrative expenses (personnel and other) and amortisation 
costs are needed to generate revenue.

In the quarter, underlying RoE and underlying RoA ratios have been incorporated as we believe they better reflect the underlying business 
performance. These complement the underlying RoTE and RoRWA measures that were already being presented.

Additionally, the goodwill adjustments have been removed from the RoTE numerator as, since they are not considered in the denominator, 
we believe this calculation is more correct.
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Ratio Formula Relevance of the metric

RoE Attributable profit to the parent This ratio measures the return that shareholders obtain on the funds 
invested in the Bank and as such measures the company's ability to pay 
shareholders.(Return on equity) Average stockholders’ equity 1 (excl. minority 

interests)

Underlying RoE Underlying attributable profit to the parent This ratio measures the return that shareholders obtain on the funds 
invested in the Bank excluding non-recurring results.Average stockholders’ equity 1 (excl. minority 

interests)

RoTE Attributable profit to the parent2 This indicator is used to evaluate the profitability of the company as a 
percentage of its tangible equity. It's measured as the return that 
shareholders receive as a percentage of the funds invested in the entity 
less intangible assets.

(Return on tangible equity) Average stockholders' equity 1 (excl. minority 
interests) - intangible assets

Underlying RoTE Underlying attributable profit to the parent This indicator measures the profitability of the tangible equity of a 
company arising from ordinary activities, i.e. excluding results from 
non-recurring operations.Average stockholders' equity 1 (excl. minority 

interests) - intangible assets

RoA Consolidated profit This metric measures the profitability of a company as a percentage of 
its total assets. It is an indicator that reflects the efficiency of the 
company's total funds in generating profit.(Return on assets) Average total assets

Underlying RoA Underlying consolidated profit
This metric measures the profitability of a company as a percentage of 
its total assets, excluding non-recurring results. It is an indicator that 
reflects the efficiency of the company's total funds in generating 
underlying profit.

Average total assets

RoRWA Consolidated profit The return adjusted for risk is an derivative of the RoA metric. The 
difference is that RoRWA measures profit in relation to the bank's risk 
weighted assets.(Return on risk weighted assets) Average risk weighted assets

Underlying RoRWA Underlying consolidated profit This relates the consolidated profit (excluding non-recurring results) to 
the bank's risk weighted assets.Average risk weighted assets

Efficiency ratio Operating expenses 3
One of the most commonly used indicators when comparing 
productivity of different financial entities. It measures the amount of 
funds used to generate the bank's total income.Total income

1. Stockholders’ equity = Capital and Reserves + Accumulated other comprehensive income + Attributable profit to the parent + Dividends.
2. Excluding the adjustment to the valuation of goodwill.
3. Operating expenses = Administrative expenses + amortisations.
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Profitability and efficiency(1) (2) (3) (4) Q2'20 Q1'20 H1'20 H1'19
RoE  -7.06%  1.47%  -9.28%  7.41% 

Attributable profit to the parent -6,536 1,462 -8,890 7,276
Average stockholders' equity (excluding minority interests) 92,528 99,221 95,803 98,191

Underlying RoE  6.62%  1.52%  3.98%  8.24% 
Attributable profit to the parent -6,536 1,462 -8,890 7,276
(-) Net capital gains and provisions -12,660 -46 -12,706 -814
Underlying attributable profit to the parent 6,124 1,508 3,816 8,090
Average stockholders' equity (excluding minority interests) 92,528 99,221 95,803 98,191

RoTE  5.19%  2.04%  1.73%  10.51% 
Attributable profit to the parent -6,536 1,462 -8,890 7,276
(+) Goodwill impairment 10,100 — 10,100 —
Attributable profit to the parent (excluding goodwill impairment) 3,564 1,462 1,210 7,276
Average stockholders' equity (excluding minority interests) 92,528 99,221 95,803 98,191
(-) Average intangible assets 23,920 27,721 25,712 28,952
Average stockholders' equity (excl. minority interests) - intangible assets 68,608 71,500 70,091 69,239

Underlying RoTE  8.93%  2.11%  5.44%  11.68% 
Attributable profit to the parent -6,536 1,462 -8,890 7,276
(-) Net capital gains and provisions -12,660 -46 -12,706 -814
Underlying attributable profit to the parent 6,124 1,508 3,816 8,090
Average stockholders' equity (excl. minority interests) - intangible assets 68,608 71,500 70,091 69,239

RoA  -0.38%  0.18%  -0.51%  0.60% 
Consolidated profit -5,954 2,735 -7,965 8,981
Average total assets 1,558,854 1,536,725 1,548,851 1,492,954

Underlying RoA  0.43%  0.18%  0.31%  0.66% 
Consolidated profit -5,954 2,735 -7,965 8,981
(-) Net capital gains and provisions -12,662 -49 -12,711 -819

Underlying consolidated profit 6,708 2,784 4,746 9,800
Average total assets 1,558,854 1,536,725 1,548,851 1,492,954

RoRWA  -1.02%  0.45%  -1.34%  1.48% 
Consolidated profit -5,954 2,735 -7,965 8,981
Average risk weighted assets 586,210 603,069 595,166 605,979

Underlying RoRWA  1.14%  0.46%  0.80%  1.62% 
Consolidated profit -5,954 2,735 -7,965 8,981
(-) Net capital gains and provisions -12,662 -49 -12,711 -819
Underlying consolidated profit 6,708 2,784 4,746 9,800
Average risk weighted assets 586,210 603,069 595,166 605,979

Efficiency ratio  47.4%  47.2%  47.3%  47.4% 
   Underlying operating expenses 5,076 5,577 10,653 11,587
      Operating expenses 5,118 5,589 10,707 11,587
      Net capital gains and provisions impact in operating expenses -42 -12 -54 —
   Underlying total income 10,704 11,814 22,518 24,436
      Total income 10,459 11,809 22,268 24,436
      Net capital gains and provisions impact in total income 245 5 250 —

(1) Averages included in the RoE, RoTE, RoA and RoRWA denominators are calculated using 4 months' worth of data in the case of quarterly figures (from March to June in Q2 and 
December to March in Q1) and 7 months in the case of annual figures (from December to June).

(2) For periods less than one year, and if there are results in the net capital gains and provisions line, the profit used to calculate RoE and RoTE is the annualised underlying 
attributable profit to which said results are added without annualising.

(3) For periods less than one year, and if there are results in the net capital gains and provisions line, the profit used to calculate RoA and RoRWA is the annualised underlying 
consolidated profit, to which said results are added without annualising.

(4) The risk weighted assets included in the denominator of the RoRWA metric are calculated in line with the criteria laid out in the CRR (Capital Requirements Regulation).
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Efficiency ratio
H1'20 H1'19

%    Total income
   Operating 

expenses %    Total income
   Operating 

expenses
Europe  54.8  9,551  5,237  53.7  10,413  5,591 

   Spain  54.9  3,350  1,841  55.2  3,706  2,044 
   Santander Consumer Finance  43.4  2,266  983  44.6  2,321  1,035 
   United Kingdom  66.0  2,077  1,370  60.4  2,388  1,442 
   Portugal  44.3  668  296  43.8  712  312 
   Poland  42.4  742  315  42.8  817  349 

North America  41.5  5,642  2,341  42.1  5,672  2,386 
   US  42.5  3,730  1,585  42.3  3,734  1,581 
   Mexico  39.5  1,912  756  41.6  1,938  806 

South America  35.2  7,854  2,761  36.2  9,134  3,309 
   Brazil  31.8  5,788  1,839  32.4  6,864  2,227 
   Chile  40.3  1,137  458  41.8  1,255  524 
   Argentina  54.0  628  339  59.8  720  431 

Underlying RoTE
H1'20 H1'19

%

   Underlying 
attributable 
profit to the 

parent

   Average 
stockholders' 

equity (excl. 
minority 

interests) - 
intangible assets %

   Underlying 
attributable 
profit to the 

parent

   Average 
stockholders' 

equity (excl. 
minority 

interests) - 
intangible assets

Europe  4.44  2,150  48,420  9.72  4,707  48,442 
   Spain  3.24  501  15,484  9.31  1,388  14,915 
   Santander Consumer Finance  11.02  954  8,661  15.36  1,316  8,565 
   United Kingdom  1.95  278  14,215  7.81  1,164  14,901 
   Portugal  8.52  319  3,751  12.54  520  4,150 
   Poland  4.63  147  3,168  9.61  300  3,119 

North America  5.88  1,233  20,968  9.54  1,779  18,637 
   US  2.68  422  15,763  6.38  930  14,578 
   Mexico  15.46  811  5,247  20.47  849  4,145 

South America  16.56  2,766  16,700  20.76  3,922  18,894 
   Brazil  17.12  1,990  11,624  21.65  2,965  13,696 
   Chile  11.23  366  3,261  17.63  623  3,532 
   Argentina  28.76  218  758  16.95  146  863 
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Credit risk indicators 

The credit risk indicators measure the quality of the credit portfolio and the percentage of non-performing loans covered by provisions.

Ratio Formula Relevance of the metric 

NPL ratio

(Non-performing loans)
Non-performing loans and advances to customers, customer 

guarantees and customer commitments granted

The NPL ratio is an important variable regarding 
financial institutions' activity since it gives an 
indication of the level of risk the entities are exposed 
to. It calculates risks that are, in accounting terms, 
declared to be non-performing as a percentage of the 
total outstanding amount of customer credit and 
contingent liabilities.

Total Risk 1

Coverage ratio

Provisions to cover impairment losses on loans and 
advances to customers, customer guarantees and customer 

commitments granted

The coverage ratio is a fundamental metric in the 
financial sector. It reflects the level of provisions as a 
percentage of the non-performing assets (credit risk). 
Therefore it is a good indicator of the entity's solvency 
against client defaults both present and future.

Non-performing loans and advances to customers, customer 
guarantees and customer commitments granted

Cost of Credit Allowances for loan-loss provisions over the last 12 months
This ratio quantifies loan-loss provisions arising from 
credit risk over a defined period of time for a given 
loan portfolio. As such, it acts as an indicator of credit 
quality.

Average loans and advances to customers over the last 12 
months

(1) Total risk = Total loans and advances and guarantees to customers (performing and non-performing) + non-performing contingent liabilities.

Credit risk Jun-20 Mar-20 Jun-20 Jun-19

NPL ratio  3.26%  3.25%  3.26%  3.51% 
Non-performing loans and advances to customers customer guarantees and customer 
commitments granted 32,782 32,743 32,782 34,421
Total risk 1,006,796 1,008,275 1,006,796 980,885

Coverage ratio  72%  71%  72%  68% 
Provisions to cover impairment losses on loans and advances to customers, customer 
guarantees and customer commitments granted 23,635 23,361 23,635 23,432
Non-performing loans and advances to customers customer guarantees and customer 
commitments granted 32,782 32,743 32,782 34,421

Cost of credit  1.26%  1.17%  1.26%  0.98% 
Allowances for loan-loss provisions over the last 12 months 12,035 11,058 12,035 8,889
Average loans and advances to customers over the last 12 months 953,470 944,853 953,470 910,753
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NPL ratio
H1'20 H1'19

%

   Non-
performing loans 

and advances to 
customers 

customer 
guarantees and 

customer 
commitments 

granted    Total risk %

   Non-
performing loans 

and advances to 
customers 

customer 
guarantees and 

customer 
commitments 

granted    Total risk
Europe 3.24  23,698  731,824 3.48  24,156  694,083 

   Spain 6.55  14,729  224,902 7.02  15,619  222,449 
   Santander Consumer Finance 2.52  2,579  102,214 2.24  2,263  100,974 
   United Kingdom 1.08  2,828  262,615 1.13  2,863  253,953 
   Portugal 4.43  1,762  39,751 5.00  1,916  38,362 
   Poland 4.57  1,489  32,602 4.21  1,353  32,129 

North America 1.73  2,487  143,824 2.29  3,120  136,013 
   US 1.49  1,648  110,324 2.32  2,317  99,660 
   Mexico 2.50  839  33,500 2.21  803  36,353 

South America 4.74  5,964  125,937 4.81  6,909  143,638 
   Brazil 5.07  3,647  71,915 5.27  4,571  86,736 
   Chile 4.99  2,056  41,228 4.52  1,969  43,537 
   Argentina 3.15  157  4,995 3.79  231  6,102 

Coverage ratio
H1'20 H1'19

%

   Provisions to 
cover 

impairment 
losses on loans 

and advances to 
customers, 

customer 
guarantees and 

customer 
commitments 

granted

   Non-
performing loans 

and advances to 
customers 

customer 
guarantees and 

customer 
commitments 

granted %

   Provisions to 
cover 

impairment 
losses on loans 

and advances to 
customers, 

customer 
guarantees and 

customer 
commitments 

granted

   Non-
performing loans 

and advances to 
customers 

customer 
guarantees and 

customer 
commitments 

granted
Europe  53.4  12,650  23,698  49.9  12,047  24,156 

   Spain  43.3  6,382  14,729  42.9  6,699  15,619 
   Santander Consumer Finance  106.1  2,736  2,579  105.9  2,397  2,263 
   United Kingdom  46.0  1,300  2,828  31.9  914  2,863 
   Portugal  60.9  1,072  1,762  52.9  1,015  1,916 
   Poland  69.0  1,028  1,489  69.7  942  1,353 

North America  206.5  5,135  2,487  150.3  4,689  3,120 
   US  253.1  4,171  1,648  158.4  3,670  2,317 
   Mexico  114.9  963  839  126.9  1,019  803 

South America  93.0  5,544  5,964  93.0  6,429  6,909 
   Brazil  110.2  4,020  3,647  105.5  4,821  4,571 
   Chile  54.7  1,126  2,056  59.1  1,165  1,969 
   Argentina  165.7  261  157  126.4  292  231 
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Other indicators 

The market capitalisation indicator provides information on the 
volume of tangible equity per share. The loan-to-deposit ratio 
(LTD) identifies the relationship between net customer loans and 
advances and customer deposits, assessing the proportion of loans 
and advances granted by the Group that are funded by customer 
deposits. 

The Group also uses gross customer loan magnitudes excluding 
reverse repurchase agreements (repos) and customer deposits 
excluding repos. In order to analyse the evolution of the traditional 
commercial banking business of granting loans and capturing 
deposits, repos and reverse repos are excluded, as they are mainly 
treasury business products and highly volatile.   

Ratio Formula Relevance of the metric 

TNAV per share  Tangible book value 1

This is a very commonly used ratio used to measure the 
company's accounting value per share having deducted the 
intangible assets. It is useful in evaluating the amount each 
shareholder would receive if the company were to enter 
into liquidation and had to sell all the company's tangible 
assets.

(Tangible equity net asset value per 
share) 

 Number of shares excluding treasury stock

Price / tangible book value per share (X) Share price

This is one of the most commonly used ratios by market 
participants for the valuation of listed companies both in 
absolute terms and relative to other entities. This ratio 
measures the relationship between the price paid for a 
company and its accounting equity value.

TNAV per share

LTD ratio Net loans and advances to customers This is an indicator of the bank's liquidity. It measures the 
total (net) loans and advances to customers as a 
percentage of customer deposits.(Loan-to-deposit) Customer deposits

Loans and advances (excl. reverse 
repos) 

Gross loans and advances to customers 
excluding reverse repos

In order to aid analysis of the commercial banking activity, 
reverse repos are excluded as they are highly volatile 
treasury products.

Deposits (excl. repos) Customer deposits excluding repos
In order to aid analysis of the commercial banking activity, 
repos are excluded as they are highly volatile treasury 
products.

PAT + After tax fees paid to SAN (in 
Wealth Management & Insurance) 

Net profit + fees paid from Santander Asset 
Management and Santander Insurance to 
Santander, net of taxes, excluding Private 

Banking customers

Metric to assess Wealth Management & Insurance's total 
contribution to Grupo Santander profit.

(1) Tangible book value = Stockholders' equity - intangible assets

Others Jun-20 Mar-20 Jun-20 Jun-19
TNAV (tangible book value) per share 4.00 4.21 4.00 4.30
   Tangible book value 66,316 69,795 66,316 69,834
   Number of shares excl. treasury stock (million) 16,593 16,590 16,593 16,233

Price / Tangible book value per share (X) 0.54 0.53 0.54 0.95
   Share price (euros) 2.175 2.218 2.175 4.081
   TNAV (tangible book value) per share 4.00 4.21 4.00 4.30

Loan-to-deposit ratio  110 %  115 %  110 %  111 %
   Net loans and advances to customers 934,796 935,407 934,796 908,235
   Customer deposits 846,832 815,459 846,832 814,751

Q2'20 Q1'20 H1'20 H1'19
PAT + After tax fees paid to SAN (in WM&I) (Constant EUR million) 512 572 1,085 1,100
   Profit after tax 203 244 447 435
   Net fee income net of tax 310 328 638 665
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Local currency measures

We make use of certain financial measures in local currency to 
help in the assessment of our ongoing operating performance. 
These non-IFRS financial measures include the results of 
operations of our subsidiary banks located outside the Eurozone, 
excluding the impact of foreign exchange. Because changes in 
foreign currency exchange rates do not have an operating impact 
on the results, we believe that evaluating their performance on a 
local currency basis provides an additional and meaningful 
assessment of performance to both management and the 
company’s investors. 

The Group presents, at both the Group level as well as the 
business unit level, the real changes in the income statement as 
well as the changes excluding the exchange rate effect, as it 
considers the latter facilitates analysis, since it enables businesses 
movements to be identified without taking into account the impact 
of converting each local currency into euros. 

Said variations, excluding the impact of exchange rate movements, 
are calculated by converting P&L lines for the different business 
units comprising the Group into our presentation currency, the 
euro, applying the average exchange rate for the first half of 2020 
to all periods contemplated in the analysis. 

The Group presents, at both the Group level as well as the 
business unit level, the changes in euros in the balance sheet as 
well as the changes excluding the exchange rate effect for loans 
and advances to customers excluding reverse repos and customer 
funds (which comprise deposits and mutual funds) excluding 
repos. As with the income statement, the reason is to facilitate 
analysis by isolating the changes in the balance sheet that are not 
caused by converting each local currency into euros. 

These changes excluding the impact of exchange rate movements 
are calculated by converting loans and advances to customers 
excluding reverse repos and customer funds excluding repos, into 
our presentation currency, the euro, applying the closing exchange 
rate on the last working day of June 2020 to all periods 
contemplated in the analysis. 

The average and period-end exchange rates for the main 
currencies in which the Group operates are set out in the table 
below. 

Exchange rates: 1 euro / currency parity

Average (income statement) Period-end (balance sheet)

H1'20 H1'19 Jun-20 Mar-20 Jun-19
US dollar  1.102  1.130  1.126  1.096  1.138 
Pound sterling  0.874  0.873  0.910  0.886  0.897 
Brazilian real  5.345  4.341  6.161  5.700  4.351 
Mexican peso  23.604  21.647  25.959  26.177  21.820 
Chilean peso  895.071  762.804  922.992  934.656  773.897 
Argentine peso  70.957  46.643  79.304  70.546  48.291 
Polish zloty  4.409  4.292  4.444  4.551  4.250 
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INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

• CONSOLIDATED BALANCE SHEET

• CONSOLIDATED INCOME STATEMENT

NOTE: The following financial information for the first six months of 2020 and 2019 (attached herewith) corresponds to the condensed 
consolidated financial statements prepared in accordance with the International Financial Reporting Standards. 

Interim condensed consolidated balance sheet
EUR million

ASSETS Jun-20 Dic-19 Jun-19
Cash, cash balances at central banks and other deposits on demand  138,266  101,067  104,104 
Financial assets held for trading  124,145  108,230  102,574 
Memorandum items:lent or delivered as guarantee with disposal or pledge rights  15,479  28,445  28,424 
Non-trading financial assets mandatorily at fair value through profit or loss  5,902  4,911  5,393 
Memorandum items:lent or delivered as guarantee with disposal or pledge rights  392  224  — 
Financial assets designated at fair value through profit or loss  91,368  62,069  73,420 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  10,933  8,430  8,221 
Financial assets at fair value through other comprehensive income  122,560  125,708  118,062 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  22,870  29,116  26,458 
Financial assets at amortised cost  976,298  995,482  981,046 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  23,070  19,993  20,466 
Hedging derivatives  11,999  7,216  8,451 
Changes in the fair value of hedged items in portfolio hedges of interest risk  2,387  1,702  1,621 
Investments  8,668  8,772  7,788 

Joint ventures entities  1,249  1,325  962 
Associated entities  7,419  7,447  6,826 

Assets under insurance or reinsurance contracts  307  292  311 
Tangible assets  33,271  35,235  33,755 

Property, plant and equipment  32,335  34,262  32,651 
For own-use  13,527  15,041  14,522 
Leased out under an operating lease  18,808  19,221  18,129 

Investment property  936  973  1,104 
Of which : Leased out under an operating lease  799  823  794 

Memorandum items: acquired in lease  4,541  5,051  6,608 
Intangible assets  15,946  27,687  28,794 

Goodwill  12,595  24,246  25,613 
Other intangible assets  3,351  3,441  3,181 

Tax assets  26,218  29,585  30,102 
Current tax assets  5,639  6,827  6,502 
Deferred tax assets  20,579  22,758  23,600 

Other assets  10,627  10,138  12,140 
Insurance contracts linked to pensions  186  192  207 
Inventories  6  5  5 
Other  10,435  9,941  11,928 

Non-current assets held for sale  4,919  4,601  4,535 
TOTAL ASSETS  1,572,881  1,522,695  1,512,096 
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Interim condensed consolidated balance sheet
EUR million

LIABILITIES Jun-20 Dic-19 Jun-19
Financial liabilities held for trading  97,700  77,139  74,187 
Financial liabilities designated at fair value through profit or loss  59,619  60,995  60,237 
Memorandum items: subordinated liabilities  —  —  — 
Financial liabilities at amortised cost  1,283,581  1,230,745  1,224,194 
Memorandum items: subordinated liabilities  20,653  21,062  21,419 
Hedging derivatives  6,583  6,048  7,267 
Changes in the fair value of hedged items in portfolio hedges of interest rate risk  255  269  296 
Liabilities under insurance or reinsurance contracts  2,246  739  731 
Provisions  11,948  13,987  14,571 

Pensions and other post-retirement obligations  5,516  6,358  6,216 
Other long term employee benefits  1,196  1,382  1,708 
Taxes and other legal contingencies  2,341  3,057  3,153 
Contingent liabilities and commitments  666  739  728 
Other provisions  2,229  2,451  2,766 

Tax liabilities  8,844  9,322  9,838 
Current tax liabilities  2,521  2,800  3,230 
Deferred tax liabilities  6,323  6,522  6,608 

Other liabilities  10,246  12,792  10,790 
Liabilities associated with non-current assets held for sale  —  —  — 
TOTAL LIABILITIES  1,481,022  1,412,036  1,402,111 

EQUITY
Shareholders' equity  112,899  124,239  120,054 
Capital  8,309  8,309  8,118 

Called up paid capital  8,309  8,309  8,118 
Unpaid capital which has been called up  —  —  — 

Share premium  52,446  52,446  50,993 
Equity instruments issued other than capital  611  598  581 

Equity component of the compound financial instrument  —  —  — 
Other equity instruments issued  611  598  581 

Other equity  172  146  155 
Accumulated retained earnings  67,594  61,028  61,049 
Revaluation reserves  —  —  — 
Other reserves  (3,708)  (3,110)  (4,061) 
(-) Own shares  (65)  (31)  (12) 
Profit attributable to shareholders of the parent  (10,798)  6,515  3,231 
(-) Interim dividends  (1,662)  (1,662)  — 
Other comprehensive income (loss)  (30,637)  (24,168)  (21,425) 

Items not reclassified to profit or loss  (5,010)  (4,288)  (3,625) 
Items that may be reclassified to profit or loss  (25,627)  (19,880)  (17,800) 

Non-controlling interest  9,597  10,588  11,356 
Other comprehensive income  (1,697)  (982)  (1,149) 
Other items  11,294  11,570  12,505 

TOTAL EQUITY  91,859  110,659  109,985 
TOTAL LIABILITIES AND EQUITY  1,572,881  1,522,695  1,512,096 

MEMORANDUM ITEMS: OFF BALANCE SHEET AMOUNTS
Loan commitments granted  228,767  241,179  223,954 
Financial guarantees granted  12,166  13,650  12,077 
Other commitments granted  78,654  68,895  94,785 
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Interim condensed consolidated income statement
EUR million

1S'20 1S'19
Interest income  24,499  28,669 

   Financial assets at fair value with changes in other comprehensive income  1,973  2,020 
   Financial assets at amortised cost  21,255  24,396 
   Other interest income  1,271  2,253 

Interest expense  (8,297)  (11,033) 
Interest income/ (charges)  16,202  17,636 
Dividend income  265  361 
Income from companies accounted for using the equity method  (135)  306 
Commission income  6,716  7,502 
Commission expense  (1,580)  (1,639) 
Gain or losses on financial assets and liabilities not measured at fair value through profit or loss, net  688  350 

   Financial assets at amortised cost  (27)  105 
   Other financial assets and liabilities  715  245 

Gain or losses on financial assets and liabilities held for trading, net  1,848  (12) 
   Reclassification of financial assets from fair value with changes in other comprehensive income  —  — 
   Reclassification of financial assets from amortised cost  —  — 
   Other gains or (-) losses  1,848  (12) 

Gains or losses on non-trading financial assets and liabilities mandatorily at fair value  27  215 
   Reclassification of financial assets from fair value with changes in other comprehensive income  —  — 
   Reclassification of financial assets from amortised cost  —  — 
   Other gains or (-) losses  27  215 

Gain or losses on financial assets and liabilities measured at fair value through profit or loss, net  (129)  (207) 
Gain or losses from hedge accounting, net  (26)  (26) 
Exchange differences, net  (1,335)  191 
Other operating income  765  855 
Other operating expenses  (1,122)  (1,136) 
Income from assets under insurance and reinsurance contracts  715  1,630 
Expenses from liabilities under insurance and reinsurance contracts  (631)  (1,590) 
Total income  22,268  24,436 
Administrative expenses  (9,288)  (10,110) 

   Staff costs  (5,470)  (6,080) 
   Other general and administrative expenses  (3,818)  (4,030) 

Depreciation and amortisation  (1,419)  (1,477) 
Provisions or reversal of provisions, net  (614)  (1,916) 
Impairment or reversal of impairment at financial assets not measured at fair value  (7,030)  (4,368) 

   Financial assets at fair value through other comprehensive income  (3)  (6) 
   Financial assets at amortised cost  (7,027)  (4,362) 

Impairment of investments in subsidiaries, joint ventures and associates, net  —  — 
Impairment on non-financial assets, net  (10,241)  (27) 

   Tangible assets  (93)  (19) 
   Intangible assets  (10,146)  (2) 
   Others  (2)  (6) 

Gain or losses on non financial assets and investments, net  27  250 
Negative goodwill recognised in results  6  — 
Gains or losses on non-current assets held for sale not classified as discontinued operations  (119)  (257) 
Operating profit/(loss) before tax  (6,410)  6,531 
Tax expense or income from continuing operations  (3,928)  (2,449) 
Profit for the period from continuing operations  (10,338)  4,082 
Profit or loss after tax from discontinued operations  —  — 
Profit for the period  (10,338)  4,082 

Profit attributable to non-controlling interests  460  851 
Profit attributable to the parent  (10,798)  3,231 

Earnings per share
Basic  (0.67)  0.18 
Diluted  (0.67)  0.18 
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GLOSSARY

• Active customer: Those customers who comply with the 
minimum balance, income and/or transactionality 
requirements as defined according to the business area

• ADR: American Depositary Receipt

• AFS: Available for sale

• ALCO: Assets and Liabilities Committee

• APM: Alternative Performance Measures

• bps: basis points

• CBILS: Coronavirus Business Interruption Loan Scheme

• CDI: CREST Depository Interest

• CET1: Core equity tier 1

• CJEU: Court of Justice of the European Union

• CLBILS: Coronavirus Large Business Interruption Loan Scheme

• CNMV: Spanish National Securities Market Commission 
(Comisión Nacional del Mercado de Valores)

• COVID-19: Corona Virus Disease 19

• Digital customers: Every consumer of a commercial bank’s 
services who has logged on to their personal online banking 
and/or mobile banking in the last 30 days

• EBA: European Banking Authority  

• ECB: European Central Bank

• EPS: Earnings per share

• ESG: Environmental, Social and Governance

• ESMA: European Securities and Markets Authority

• FCA: Financial Conduct Authority (UK)

• Fed: Federal Reserve

• FX: Foreign Exchange

• GDP: Gross Domestic Product

• GPTW: Great Place to Work

• ICO: Insitituto de Crédito Oficial (Official Credit Institution)

• IFRS 9: International Financial Reporting Standard 9, 
regarding financial instruments

• IFRS 16: International Financial Reporting Standard 16, 
regarding leases

• Loyal customers: Active customers who receive most of their 
financial services from the Group according to the commercial 
segment that they belong to. Various engaged customer 
levels have been defined taking profitability into account.

• LCR: Liquidity Coverage Ratio 

• NPLs: Non-performing loans

• NPS: Net Promoter Score

• P/E ratio: Price / earnings per share ratio

• PBT: Profit before tax

• POS: Point of Sale

• pp: percentage points

• PPI: Payment protection insurance  

• Repos: Repurchase agreements

• RoA: Return on assets

• RoE: Return on equity

• RoRWA: Return on risk weighted assets

• RoTE: Return on tangible equity

• RWAs: Risk weighted assets

• SAM: Santander Asset Management

• SBNA: Santander Bank N.A.

• SCF: Santander Consumer Finance

• SCIB: Santander Corporate & Investment Banking

• SC USA: Santander Consumer USA

• SEC: Securities and Exchanges Commission 

• SGP: Santander Global Platform

• SH USA: Santander Holdings USA, Inc.

• SMEs: Small and medium enterprises

• SPF: Simple, Personal and Fair

• SREP: Supervisory Review and Evaluation Process  

• SSM: Single Supervisory Mechanism, the system of banking 
supervision in Europe. It comprises the ECB and the national 
supervisory authorities of the participating countries

• T1: Tier 1

• TLAC: The total loss-absorption capacity requirement which is 
required to be met under the CRD V package

• TNAV: Tangible net asset value

• TRIM: Targeted review of internal models

• VaR: Value at Risk

• WM&I: Wealth Management & Insurance
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Implications of the COVID-19 outbreak
The trend in the first half of the year of both global economic activity and the financial sector was significantly affected by the COVID-19 
outbreak, which led to an unprecedented global health crisis.

Since December 2019, a new strain of coronavirus or COVID-19 has progressively spread around the world, initially in parts of Asia, from 
where it then moved to Europe, the United States and Latin America, among others. The outbreak was declared a public health emergency 
of international concern and a global pandemic by the World Health Organization.

Countries all over the world responded to the COVID-19 pandemic by adopting a variety of measures to try to contain its expansion and 
impact, including the implementation of mass quarantines and other containment measures, travel restrictions, limiting public gatherings 
and the temporary suspension of most economic activity. These measures led to a notable decrease in global economic activity, falls in 
production and demand, which resulted in significant GDP falls in the most relevant countries, increased unemployment, sharp declines 
and high volatility in the stock markets, exchange rate volatility, etc. 

These measures had a negative impact and could continue to adversely affect companies, market participants, our counterparties and 
customers in the coming quarters.

Many governments and regulatory authorities, including central banks, have acted to alleviate the economy and market disruptions 
resulting from the pandemic. In this regard, fiscal and monetary stimulus measures were put in place, interest rates were reduced and 
partial or total deferral (grace period) of principal and/or interest payments on loans were encouraged, while some regulatory 
requirements on financial institutions related to capital, liquidity and risk were eased.

At the time, it is difficult to forecast the effectiveness of these and other measures taken to mitigate the economic impact of the pandemic.

Within this global environment, the current COVID-19 pandemic has affected our business in the first half of the year, and the continuity of 
this pandemic or any future outbreak could have an adverse and material impact on our business, financial position, liquidity and results.

To mitigate these impacts, from the beginning of the crisis, and from very early on, we implemented specific measures in the Corporation 
and in all our markets for our employees, customers, shareholders and investors in order to protect their health and mitigate the economic 
and social impact of the crisis.

The Group has the necessary contingency plans, including simulations of stress scenarios, that enabled us to face the current situation 
with suitable preparation and knowledge levels.

In February, in line with our Special Situations Management Framework, the highest level Corporate Special Situation Committees were 
activated to ensure an early and coordinated response in all geographic areas, where Local Committees were also activated according to 
the spread of the pandemic and local government responses. The contingency plans were implemented through these committees 
including the participation of local senior management (Country Heads, Local Special Situations Management Directors, Local Directors, 
etc.).

Contingency Plans ensured the operational continuity of business in every market, identifying their critical functions and, among other 
actions, segregating teams and technological infrastructures, establishing shifts between critical employees and their back-ups, as well as 
increasing the capacity of systems and lines, carried out by the Technology and Operations area. Accordingly, bandwidths and remote 
connection capacities were increased, raising the maximum number of users supported from 51,000 to nearly 250,000, while providing 
the necessary equipment to adapt the organisation to the new telecommuting environment.

Consequently, none of our units' operational continuity was compromised, nor did they record any relevant incidents. At the same time, we 
continued to serve our customers with the utmost attention.

Regarding the protection of our employees, several actions were carried out, such as communication campaigns with the necessary 
hygiene guidelines, travel and face-to-face meeting restrictions from the beginning as well as large scale remote working in all Group 
countries, such that more than half of the total workforce (over 110,000 employees) was telecommuting, almost 100% of the central 
services employees in some countries.

This was reflected in the sharp increase of video and internet call connections (exceeding 780,000 per day) and more than 3 million chat 
lines in a single day.

At the end of May, the gradual return of employees to their usual workplaces was initiated in all countries, in line with the company’s 
guidelines and communication, and adjusting them to the local governments' plans regarding the loosening of measures.
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As for the branch network, measures were also taken to ensure a balance between customer service and the protection of our employees, 
such as: the closure of some of our branches, reduced opening hours, shifts, limiting the number of customers in a branch at a time, etc. At 
peak crisis, almost a third of the Group's branches were closed, however, by the end of the quarter close to 90% were functioning again, 
almost 100% in some countries. On the other hand, the capacity of our customer service centres was increased.

Around or above 90% of ATMs remained active throughout the crisis, ensuring availability of cash to our customers and the possibility of 
online transactions.

The Bank is reassessing the situation as the pandemic evolves in each market, and taking action according to customer needs, specific to 
each country and market.

In order to support our customers and foster their economic resilience during the crisis and help them overcome its consequences, 
different measures were implemented. Of note:

• Provide liquidity and credit facilities for individuals and businesses through government programmes. Around 630,000 operations were 
formalised which amounted to more than EUR 25 billion, 3% of the portfolio. Of note were the ICO (Instituto de Crédito Oficial) loans 
granted in Spain.

• As for payment holidays and moratoria, 5.4 million operations have been formalised for a total of EUR 116 billion (12% of the portfolio), 
of which 1.9 million operations correspond to government programmes, which account for EUR 72 billion (7% of the portfolio),  and 3.5 
million operations correspond to non-government programmes, which account for EUR 44 billion (5% of the portfolio).

The  main features of the moratoria are:

– Circa 60% correspond to residential mortgages, mainly in the United Kingdom, and mostly under short-term government 
programmes (3 months, extendable for another 3). Santander UK's mortgage portfolio has an average LTV of around 41%.

– Around 65% of consumer loans are secured (auto loans). They are mainly booked in our subsidiaries specialised in that business; 
Santander Consumer Finance and SC USA.

– The corporate and SME portfolio is, in percentage terms, the one that has least resorted to moratorium measures. This is partly due to 
the accessibility of this kind of company to other types of support measures, such the aforementioned liquidity lines and credit 
facilities.

– Most moratoria are short term. About 90% will expire in 2020 (less than 6 months of residual maturity). Some governments and 
institutions are re-extending the term of the initial moratoria, especially those that were launched in the initial phases of the 
pandemic, with less visibility of the potential duration of the crisis. These re-extensions are also short term. Circa 25% of moratoria 
have expired, and although it is early to have full visibility of their performance once the support measure is over, as of the end of June 
the performance of expiring moratoria is being similar to that of the portfolio which has not required this kind of measures. 97% of 
expired moratoriums are in performing status.

• In addition, other customer support measures were implemented, such as a temporary option to increase credit card and overdraft 
limits, support for vulnerable customers (senior citizens, SMEs, etc.) being proactive and trying to cover their needs, temporary reduction 
and suspension of fees, ensuring COVID-19 health insurance coverage, etc.

One of our main priorities is to contribute to the well-being of society as a whole. We have implemented actions and mobilised resources 
together with governments and institutions to help society combat the health crisis.

Santander All. Together. Now. is the motto that brings together the Group's collective efforts around the world to stand beside the people 
who need it the most at this time. This effort has succeeded in mobilising EUR 100 million dedicated to initiatives to fight COVID-19. Some 
of the main initiatives adopted are: creation of a solidarity fund primarily funded by the reduction of the board members’ remuneration and 
voluntary contributions from employees; supporting different projects and social initiatives to protect the vulnerable groups; collaboration 
with third parties to facilitate contributions, and launching digital solutions such as Overcome Together, an open and accessible space for 
individuals and companies, both customers and non-customers, which contains different information and resources.

Regarding the impact on Grupo Santander’s business, as in the rest of the sector, there was a sharp reduction in retail activity in the weeks 
following the declaration of the pandemic, and strongly linked to the various lockdown measures across countries countries, with 
reductions in applications and new business, mainly in consumer finance and mortgages.

This caused the number of mortgage applications in some countries, such as Spain and the United Kingdom, to fall to 20/30% of pre-COVID 
levels, which has begun to show some recovery thereafter.
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Similarly, the number of applications in the consumer business in Europe and the United States fell by around 60% - 70%, and 30% - 40%, 
respectively, compared to pre-crisis levels. This was reflected in sharp falls in new lending, which reached a minimum in April, and 
gradually recovered in May and June.

It should be noted that our consumer business in China, which was the first to be affected by the pandemic, fell to levels of 10%-15% of 
usual production, gradually recovering and reaching pre-crisis levels in May, with new lending 17% higher than budget.

In the same way, in Europe, new lending in the Nordic countries in the last few weeks of June was already in line with pre-crisis levels, in 
Germany it was 17% below, in Italy 20% and in Spain 30%. In the United States new business was at higher than before the crisis, strongly 
backed by prime auto loans through an FCA incentive programmes, although at lower prices.

In South America, the health crisis is hit later than in Europe, so its impact was greatest at the end of the quarter and there are no clear 
signs of recovery yet.

SMEs, corporates and large corporates followed a very different path. SMEs and corporates recorded much larger new lending volumes 
during the crisis than in previous months, supported by state-guaranteed loans, mainly in Spain.

Large corporates, managed by Santander Corporate & Investment Banking, also increased by around EUR 16 billion (EUR 19 billion 
excluding the exchange rate impact), mainly due to the availability of credit driven by the uncertainty regarding potential liquidity 
problems. Once the lack of liquidity stress was confirmed, April, May and June returned to relative normal levels, reflecting a slight fall in 
volumes.

The Group's customer deposits reflect strong growth as a significant part of the increased utilisation of lines was aimed at maintaining 
corporates’ liquidity.

In conclusion, the volumes of both loans and advances to customers (excluding reverse repos) and customer deposits (excluding repos) 
grew at a faster pace, 6% and 9%, respectively, and were above their respective budgets, both at the Group level and in the main markets.

Regarding liquidity, when the health crisis began, there were moments of initial uncertainty and concern from the markets, banks and 
regulators regarding the possibility of stress situations.

In the first days/weeks of March, the long-term debt markets closed and, as previously mentioned, there was a significant peak in the 
drawdown of committed wholesale credit lines. There was also tension in the short-term markets (money markets) which was reflected in 
high volatility in both prices and exchange rates, and spreads began to widen, reflecting uncertainty about the authorities' fiscal and 
monetary policies.

In this environment, the Bank’s priority was to preserve its solid liquidity position in the Group and in the different subsidiaries and 
established a series of management measures and actions.

In addition, decisions were taken quickly by governments and central banks to increase the liquidity available in the market. Some of these 
measures are: PELTROs (Pandemic Emergency Longer-Term Refinancing Operations) announced in April, modification of the conditions of 
the third TLTRO programme (Targeted longer-term refinancing operation), introduction of the TFSME (Term funding SMEs) announced in 
March in the United Kingdom, reduction of liquidity reserve requirements, the temporary lowering of the LCR (Liquidity Coverage Ratio) 
requirements below 100% and the extension of the dollar liquidity lines offered by the Fed, among others. All these measures helped calm 
markets and avoid episodes of stress.

Among the measures adopted by the Bank, of note was the enhancement of the daily monitoring of the liquidity position. This was 
regularly presented to the state of alarm monitoring committees and at the meetings held by the Executive Committee and the Group's 
Board of Directors. In addition, daily monitoring meetings were held with the ECB during the first few weeks.

Although most countries had sufficient liquidity buffers to cover a horizon of 90 days or more under an aggressive scenario, the Bank 
implemented several mitigation measures, including:

• Collateral generation in all geographic areas in order to maximise access to central bank facilities if necessary.

• Increased use of ECB facilities via the TLTRO programme and Bank of England funding via its TFSME programme.

• The strengthening of the USD liquidity position in Mexico and South America.

• The optimisation of resources and capacity to use central bank programmes.

• The sale of non-eligible assets.

• Close collaboration with the authorities to ensure the effective implementation of public support.
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As a result, the liquidity position has remained solid at all times, combined with no deposit outflows, quite the contrary, and the strong 
initial increases credit lines granted in wholesale banking and the state-guaranteed loans were followed by a reduction in more retail 
balances, so that no strong additional liquidity needs were generated.

We have strengthened our liquidity position, as the LCR and NSFR ratios were the same or higher than pre-crisis levels. 

Liquidity coverage ratio (LCR) NSFR
Jun-201 Dec-19 Mar-20

Spain2  193%  143%  105% 
Santander Consumer Finance  297%  248%  111% 
United Kingdom2  149%  145%  124% 
Portugal  172%  134%  106% 
Poland  188%  149%  130% 
United States  133%  133%  116% 
Mexico  169%  133%  121% 
Brazil  169%  122%  109% 
Chile  161%  143%  109% 
Argentina  214%  196%  180% 
GROUP  175%  147%  111% 
1. Provisional data
2. LCR and NSFR: Spain: Parent bank, UK: Ring-fenced bank

At the end of June, the consolidated and individual NSFR ratios for each unit will be above the regulatory limit of 100% and the Group's 
internal risk appetite will be in line with the March NSFR of 111% (BIS III criteria). It should also be noted that the main units in the euro 
area have reinforced this structural liquidity ratio via TLTRO III, which expires in 2021.

Regarding the issuance plan, the Group accelerated its operations in the first quarter in which EUR 17 billion was issued, which was 
approximately half of the plan for the entire year. In the second quarter, the Group continued to issue, virtually completing the plan for the 
year. In total, EUR 9 million was issued in the quarter, of note were senior non-preferred issuances by the parent company for more than 
EUR 5 billion with a very high demand, including a EUR 1 billion green bond issuance in June, also with high demand. In addition, a USD 
1.75 billion senior bond was issued in Mexico and a USD 400 million non-preferred senior bond in the United States. 

The Group's access to the wholesale funding markets, as well as the cost of issuances, depends in part on the ratings of the rating 
agencies.

During the first half of the year, the three main rating agencies reviewed their ratings and outlook for Spain's sovereign debt, the banking 
system and, in Fitch's case, Banco Santander S.A.'s.  Regarding the latter, Fitch confirmed its ratings (long-term debt at A- and short-term 
at F2), as did Moody's and S&P until the next revision in the second half of the quarter. Fitch and S&P changed the outlook from stable to 
negative due to the economic consequences that the COVID-19 crisis could have on the ratings in the long term. Moody's, on the other 
hand, maintained its ratings at A2 and P-1, with a stable outlook. 

By the end of the year, liquidity needs will be funded, depending on market conditions, by a combination of new issuances and access to 
central bank facilities.

In terms of capital management, the Group continued to generate capital in the second quarter. Specifically, the CET1 fully loaded ratio 
(applying the IFRS 9 transitional arrangement) generated 26 bps, as follows: 

• Generation of 34 bps, due to underlying profit, management of risk weighted assets and increased securitisations. Additionally, 6 bps 
dividend accrual to allow the flexibility to pay a cash dividend against 2020 results, as soon as market conditions normalise and subject 
to regulatory approvals and guidance.

• This, together with the positive regulatory impact from bringing forward the expected European regulation of capital requirements 
(CRR2 quick fix) measures, led to a total increase of 52 basis points.

• On the other hand, there were several non-recurring impacts in the quarter, such as corporate transactions, which had a negative impact 
of 7 bps (mainly related to Ebury), together with other negative impacts from pensions and markets.
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In short, the Group ended the quarter with a total phased-in capital ratio of 15.48% and a CET1 ratio (phased-in and fully loaded) of 
11.84%, comfortably meeting the minimum levels required by the European Central Bank on a consolidated basis (13.02% for the total 
capital ratio and 8.86% for the CET1 ratio), after the recent measures adopted by regulators of reducing the Pillar 2 R and countercyclical 
buffer. This results in a CET1 management buffer of 189 bps pre-COVID-19 and 298 bps post-COVID-19. 

As for risk management, in order to help mitigate the potential economic and financial impact of the crisis, several work streams were 
activated to find the better outcome possible for our customers as well as to preserve the Bank’s strength and solvency:

• Identification of vulnerable customers, collectives and segments that are affected or could be affected by the effects of the pandemic.

• Close monitoring of their situation and needs in light of the most recent pandemic and market developments. 

• Scenario analysis to assess potential impacts and define action plans in case they are needed.

• Assessment of the risk control framework, risk appetite statement, management limits and policies to ensure their appropriateness 
under the current circumstances.

• Collections and recoveries preparedness in all our geographies.

The board and senior management, in order to facilitate the decision-making process, are regularly updated with the continuous 
monitoring of the key risk indicators.

Loan-loss provisions in the first half amounted to EUR 7,027 million, 63% higher than in the same period of the previous year in euros 
(+78% in constant euros), mainly explained by the recording of additional provisions to overcome the potential consequences of the 
pandemic:

• Initial signs of portfolio impairment as a result of the impact of COVID-19. This deterioration has not yet materialised because of the 
mitigating effect of the support measures put in place.

• Additional provisions raised reflecting the IFRS 9 forward-looking view, based on a long-term approach, as acknowledged by regulators 
and supervisors, of the potential macroeconomic scenarios in the COVID-19 context.

• Collective and individual assessment to reflect expected credit losses for assets where credit risk is deemed to have increased. In 
particular, the Group is continuously monitoring the sectors that have been most affected by the financial impacts of the pandemic, 
including those related to leisure and tourism, the automotive industry and the oil & gas sector. As in all sectors, the Group has a well-
diversified portfolio in terms of footprint and concentration, which is a mitigating factor even under these circumstances, with the 
pandemic and its consequences at different phases in the different geographical areas. In addition, governments and central banks have 
extended specific support measures to companies in these sectors in the most affected geographical areas

• Year to date loan growth stimulated by economic support programmes.

Consequently, the Group's cost of credit stood at 1.26% if we consider provisions over the last 12 months (1.46% considering annualised 
year-to-date provisions). With the current outlook, the best estimates reiterate the cost of credit for the year between 140-150 bps.

The Group’s NPL ratio at the end of June increased by 25 bps to 3.26% year-on-year (compared to 3.51%) mainly due to greater loan 
volumes and the implemented mitigation measures.

Total loan-loss reserves stood at EUR 23,623 million, with a non-performing loans coverage rate of 72% (+4 pp compared to June 2019) 
due to the additional provisions booked. It should also be taken into consideration that a significant part of our portfolios in Spain and the 
UK have real estate collateral, which requires lower coverage levels.

For the purposes of the classification of exposures in the stages of IFRS 9, it should be noted that the Group has taken into account the 
indications provided by the European Banking Authority (EBA) as regards the classification of exposures subject to moratoria. Accordingly, 
these moratoriums are not considered to be automatic indicators for identifying these contractual modifications as forbearance measures, 
nor for classifying them in stage 2. However, this does not exempt the rigorous application of IFRS 9 in the monitoring of customer credit 
quality and, using individual or collective assessment techniques, the timely detection of significant increases in credit risk in certain 
transactions or groups of transactions. As such, the macroeconomic deterioration caused by the pandemic has led to a stage 2 classification 
of EUR 8 billion of assets.

Following the volatility spike caused by the COVID-19 crisis in the first quarter regarding market risk stabilised in the second quarter, 
closing the period with low figures compared to the Group's balance sheet and activity. 

As for operational risk, the Group has put in place additional controls in order to maintain operational risk levels prior to COVID-19 and 
reinforce the existing ones. The following aspects were closely monitored: 

• Business continuity plans were effectively deployed to support our employees, customers and overall businesses.
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• The pandemic and remote working scenario has a direct impact on the cyber threats landscape and its associated risks. Controls are 
being reinforced to support the control environment (i.e. patching, browsing control, data protection controls). 

• Increase in technological support in order to ensure availability and adequate performance of our services, especially in online banking 
and call centres. 

• Transaction processing risk increases due to the volume of new loans and multiple changes in existing portfolios derived from 
Government support programmes and internal policies. Additional controls have been implemented to minimise incidents. 

In terms of the second quarter performance, levels of losses in relative terms by Basel categories were aligned with the second quarter of 
2019, and similar to the previous quarter. There have been no major events related to the COVID-19 situation.

As regards the results, and in light of the impact that pandemic has had on the economic situation and forecasts in the markets where the 
Group is present, a review has been carried out of both valuation of goodwill and the recoverability of deferred tax assets.

As a result of this review, to reflect the expected fall in GDP in the year in all countries, with a recovery expected to take two or three years, 
the expectation that central bank reference interest rates will remain low for longer and that the discount rate will increase to reflect 
volatility and the higher risk premium, the Group has adjusted the valuation of its goodwill and DTAs, resulting in a non-recurring 
impairment of EUR 12,600 million. Of which EUR 10,100 million relates to goodwill and EUR 2,500 million to deferred tax assets. This 
adjustment does not affect the Bank's liquidity, credit risk or market positions, and is neutral in CET1 capital; nor does it affect the strategic 
importance of the affected markets. The Group remains confident in the potential for the long-term value creation in each of its regions 
and markets.

In addition, the health crisis is having an impact throughout the P&L. Firstly, the depreciation of Latin American currencies against the euro; 
the impact of exchange rates can be quantified by approximately 6 percentage points in terms of revenue and costs if we compare the 
second quarter of this year with the first quarter and by approximately 7 percentage points if the comparison is established between the 
first half of 2020 and the first half of the year first of 2019.

Excluding this impact, of note was:

• Net interest income was mainly affected by the cut in interest rates agreed by the different central banks in recent months, which was 
offset by the aforementioned increase in volumes. As a result, net interest income remained broadly unchanged year-on-year in 
constant euros.

• Net fee income was impacted by lower activity levels, mainly related to payment methods and insurance. On the other hand, positive 
performance in Santander Corporate & Investment Banking and Wealth Management & Insurance.

• Regarding operating expenses, the health crisis is causing two opposite effects. On one hand, growth driven by the management of its 
impact, such as investments in the protection of customers and employees’ health, computer hardware and other material needed for 
remote working, etc.

On the other hand, some savings have been generated in different lines since the beginning of the pandemic, such as those derived from 
travel restrictions, and additional saving measures are being put in place regarding space management, consultancy expenses, 
marketing, projects, as well as charges related to the variable remuneration of the workforce, lower than initially expected.

Cost management enabled us to be ahead out cost savings target. In Europe, we achieved efficiencies of more than EUR 300 million in 
the first half of 2020, 75% of the amount initially forecasted for 2020.

• As mentioned in the risk management chapter, loan-loss provisions were higher than in previous periods, which was reflected in the 
aforementioned increase in the cost of credit.

Lastly, looking forward, Santander entered this health crisis in a very strong position: solid pre-provision profit (EUR 26 billion in 2019), a 
well-diversified portfolio with high levels of guarantees and comfortable capital and liquidity positions for our type of business. These are 
all key levers for managing an economic downturn. 

Our priority in recent months has been and continues to be to protect all our stakeholders, as we believe this is the best way to accelerate 
recovery and overcome the crisis as quickly as possible to give our shareholders an adequate return.

We are confident in our strengths and business model to mitigate the impact of COVID-19 on the Group: we have the necessary scale, a 
large customer base and geographic and business diversification. 
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We also maintain the pillars on which the Group's strategy is based: improve operating performance, optimise capital allocation to the 
most profitable regions and businesses, and accelerate the Group's transformation through greater digitalisation.

And we are implementing income and cost management measures to mitigate the negative impacts of COVID-19:

• First, as previously mentioned, we are taking additional cost measures, including a detailed analysis of our processes within the new 
operating environment, which will partially offset lower expected income.

• As for income, we are managing funding costs to reflect the new interest rate environment. The cost of deposits decreased in recent 
quarters and we have some levers to continue this trend in the future. In addition, on a case-by-case basis, we will try to carry out an 
efficient asset pricing strategy to reflect the deterioration of the risk profile.

However, we believe that it is still too early to be able to draw conclusions on the macro and financial effects of the current health crisis 
and therefore on the impact they may have on the Group's medium-term objectives. We therefore consider that it is still too early to make 
an assessment of them, although the Group plans to review them once the situation has stabilised and announce them to the market.
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Important information

Non-IFRS and alternative performance measures

In addition to the financial information prepared in accordance with International Financial Reporting Standards (“IFRS”), this report 
contains certain financial measures that constitute alternative performance measures (“APMs”) as defined in the Guidelines on Alternative 
Performance Measures issued by the European Securities and Markets Authority (ESMA) on 5 October 2015 (ESMA/2015/1415en) and 
other non-IFRS measures (“Non-IFRS Measures”). The financial measures contained in this report that qualify as APMs and non-IFRS 
measures have been calculated using the financial information from Santander Group but are not defined or detailed in the applicable 
financial reporting framework and have neither been audited nor reviewed by our auditors. We use these APMs and non-IFRS measures 
when planning, monitoring and evaluating our performance. We consider these APMs and non-IFRS measures to be useful metrics for 
management and investors to facilitate operating performance comparisons from period to period, as these measures exclude items 
outside the ordinary course performance of our business, which are grouped in the “management adjustment” line and are further detailed 
in Section 3.2 of the Economic and Financial Review in our Directors´ Report included in our Annual Report on Form 20-F for the year ended 
31 December 2019. While we believe that these APMs and Non-IFRS Measures are useful in evaluating our business, this information 
should be considered as supplemental in nature and is not meant as a substitute of IFRS measures. In addition, other companies, including 
companies in our industry, may calculate or use such measures differently, which reduces their usefulness as comparative measures. For 
further details of the APMs and non-IFRS measures used, including its definition or a reconciliation between any applicable management 
indicators and the financial data presented in the consolidated financial statements prepared under IFRS, please see the 2019 Annual 
Report on Form 20-F, filed with the U.S. Securities and Exchange Commission on 6 March 2020, as well as the section “Alternative 
performance measures” of the annex to this report. Underlying measures, which are included in this report, are non-IFRS measures.

The businesses included in each of our geographic segments and the accounting principles under which their results are presented here 
may differ from the included businesses and local applicable accounting principles of our public subsidiaries in such geographies. 
Accordingly, the results of operations and trends shown for our geographic segments may differ materially from those of such 
subsidiaries.

Forward-looking statements

Banco Santander, S.A. (“Santander”) cautions that this report contains statements that constitute “forward-looking statements” within the 
meaning of the U.S. Private Securities Litigation Reform Act of 1995. Forward-looking statements may be identified by words such as 
“expect”, “project”, “anticipate”, “should”, “intend”, “probability”, “risk”, “VaR”, “RoRAC”, “RoRWA”, “TNAV”, “target”, “goal”, “objective”, 
“estimate”, “future” and similar expressions. These forward-looking statements are found in various places throughout this report and 
include, without limitation, statements concerning our future business development and economic performance and our shareholder 
remuneration policy. While these forward-looking statements represent our judgment 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. The following important factors, in addition to those discussed elsewhere in this report, and in our 
annual report on Form 20-F for the year ended 31 December 2019, filed with the U.S. Securities and Exchange Commission, could affect 
our future results and could cause outcomes to differ materially from those anticipated in any forward-looking statement: (1) general 
economic or industry conditions in areas in which we have significant business activities or investments, including a worsening of the 
economic environment, increasing in the volatility of the capital markets, inflation or deflation, changes in demographics, consumer 
spending, investment or saving habits, and the effects of the COVID-19 pandemic in the global economy; (2) exposure to various types of 
market risks, principally including interest rate risk, foreign exchange rate risk, equity price risk and risks associated with the replacement 
of benchmark indices; (3) potential losses associated with prepayment of our loan and investment portfolio, declines in the value of 
collateral securing our loan portfolio, and counterparty risk; (4) political stability in Spain, the UK, other European countries, Latin America 
and the US; (5) changes in laws, regulations or taxes, including changes in regulatory capital and liquidity requirements, including as a 
result of the UK exiting the European Union and increased regulation in light of the global financial crisis; (6) our ability to integrate 
successfully our acquisitions and the challenges inherent in diverting management’s focus and resources from other strategic 
opportunities and from operational matters while we integrate these acquisitions; and (7) changes in our ability to access liquidity and 
funding on acceptable terms, including as a result of changes in our credit spreads or a downgrade in our credit ratings or those of our 
more significant subsidiaries. Numerous factors could affect the future results of Santander and could result in those results deviating 
materially from those anticipated in the forward-looking statements. Other unknown or unpredictable factors could cause actual results to 
differ materially from those in the forward-looking statements.

Forward-looking statements speak only as of the date of this report and are based on the knowledge, information available and views 
taken on such date; such knowledge, information and views may change at any time. Santander does not undertake any obligation to 
update or revise any forward-looking statement, whether as a result of new information, future events or otherwise. 
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No offer 

The information contained in this report is subject to, and must be read in conjunction with, all other publicly available information, 
including, where relevant any fuller disclosure document published by Santander. Any person at any time acquiring securities must do so 
only on the basis of such person’s own judgment as to the merits or the suitability of the securities for its purpose and only on such 
information as is contained in such public information having taken all such professional or other advice as it considers necessary or 
appropriate in the circumstances and not in reliance on the information contained in this report. No investment activity should be 
undertaken on the basis of the information contained in this report. In making this report available Santander gives no advice and makes no 
recommendation to buy, sell or otherwise deal in shares in Santander or in any other securities or investments whatsoever. 

Neither this report nor any of the information contained therein constitutes an offer to sell or the solicitation of an offer to buy any 
securities. No offering of securities shall be made in the United States except pursuant to registration under the U.S. Securities Act of 1933, 
as amended, or an exemption therefrom. Nothing contained in this report is intended to constitute an invitation or inducement to engage in 
investment activity for the purposes of the prohibition on financial promotion in the U.K. Financial Services and Markets Act 2000. 

Historical performance is not indicative of future results 

Statements as to historical performance or financial accretion are not intended to mean that future performance, share price or future 
earnings (including earnings per share) for any period will necessarily match or exceed those of any prior period. Nothing in this report 
should be construed as a profit forecast.

This	document	 is	a	translation	of	a	document	originally	 issued	
in	 Spanish.	 Should	 there	 be	 any	 discrepancies	 between	 the	
English	 and	 the	 Spanish	 versions,	 only	 the	 original	 Spanish	
version	should	be	binding.
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OTHER DISCLOSURES REQUIRED BY THE BANK OF SPAIN

Financing for real estate construction and development

Policies and strategies to manage risks of financing for real estate construction

The policies for managing this portfolio, which are regularly reviewed and approved by the Group's senior management, are currently 
focused on reducing and consolidating exposure, while also staying attuned to new, viable business opportunities.

In order to manage this credit exposure, the Santander Group creates specialised teams that work not only in the risk areas, but also as 
a support for the entire life cycle of the operations: commercial management, legal treatment, potential recovery, etc.

Proactive management of these risks has allowed the Group to significantly reduce its exposure, ensuring a granular, regionally-
diversified portfolio in which financing for second homes represents a very small portion overall. Mortgage loans for undeveloped land 
account for only a reduced portion of total land mortgage exposure, as the bulk of these loans relate to developed or developable land.

Exposure to financing of completed residences has been significantly reduced through a number of actions. In tandem with existing 
specialised sales channels, the Group carried out campaigns supported by specific management teams. In the case of the Santander 
network, these teams were directly guided by the recovery area. By directly managing loans to property developers and buyers and 
applying buyer reduction criteria, the Bank was able to subrogate outstanding loans. Subrogating the sale price and adapting financing 
conditions to borrowers' needs made it possible to diversify risk to a business segment whose NPL ratio is markedly lower.

Loan approval processes are managed by specialised teams working in direct coordination with sales teams, under clearly-defined 
policies and criteria:

-    Property developers must have a strong creditworthiness profile and demonstrable market experience.

-    Strict criteria are applied for transaction parameters: financing for the cost of construction only, high percentage of accredited 
sales, financing for primary residences, etc.

-    Support is given for financing state-sponsored housing, with high percentages of accredited sales.

-    Land financing is restricted to the level needed to re-establish proper coverage for existing financing or to increase collateral.

In addition to ongoing control by the Group's risk monitoring teams, a technical unit is specialised in monitoring and controlling this 
portfolio in respect of progress of works, compliance with work schedules and control of sales, as well as validation and control of 
payments made upon work certified. To that end, Santander uses specific tools created for this purpose. All mortgage distributions, 
drawdowns for any reason, modification of grace periods, etc., are authorised centrally.

In the event projects in the construction phase present any type of difficulty, the Group guarantees completion of the work in order to 
ensure that it has finished buildings that can be sold in the market. Individual analyses are carried out for each project and the most 
efficient measures are adopted for each specific case (supplier payment structures that ensure completion of the works, specific 
drawdown    calendars, etc.).

In those cases that could potentially warrant a possible restructuring of the exposure, this restructuring is analysed collaboratively 
between the risks area and the recovery business area. The analysis is performed before any default occurs, in order to ensure that the 
payment structure of each project allows for its successful completion. These operations are authorised centrally by expert teams, 
applying strict criteria in line with the Group's prudent risk management principles. Possible losses are recognised as soon as they are 
identified, classifying the positions as needed and making any provisions required before any default occurs, in line with Bank of Spain 
regulations.

On-balance sheet real estate assets are managed through specialised property sales companies (Altamira Santander Real Estate, S.A. 
and Promodomus Desarrollo de Activos, S.L.), supported by the commercial network structure. Sales are made at low prices, in 
response to market conditions.
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Foreclosed assets (Spain)

The sale and foreclosure of real estate assets is one of the mechanisms adopted in Spain in order to efficiently manage the portfolio.

The Group views acquisitions as a more effective tool for resolving defaulted loans than recurring to legal enforcement proceedings, 
given the following factors:

-     Immediate availability of assets after an acquisition, compared to lengthy legal proceedings

-     Cost savings

-     Enhanced viability of companies, as acquisition provides them with an injection of liquidity

-     Reduction in the possible loss of value of loans to these customers

-     Reduction in exposure and expected loss

Disclosures required under Bank of Spain Circular 7/2010 on certain aspects of the mortgage market

a)  Assets

As required under Bank of Spain Circular 7/2010 and Circular 5/2011 of November 30 on certain aspects of the mortgage market, 
details are provided below of the nominal value of all mortgage loans and credits and of those that are eligible, pursuant to Royal 
Decree 716/2009 regulating the Spanish mortgage market, for calculating the limit for issuing mortgage covered bonds, mortgage 
loans and credits covering the issue of mortgage bonds, loans that have been monetised through mortgage participations or 
mortgage transfer certificates and uncommitted transactions corresponding to Banco Santander, S.A.

At 30 June 2020, the breakdown of mortgage loans, based on their eligibility in respect of mortgage market calculations, is as 
follows:

Million euros
Nominal value

30-06-2020

Total mortgage loans and credits (*) 98,472

Mortgage participations issued 431
Of which: On-balance sheet loans  — 

Mortgage transfer certificates issued 14,172
Of which: On-balance sheet loans 13,893

Mortgage loans and credits securing financing received  — 

Mortgage loans and credits backing the issue of mortgage bonds and mortgage covered bonds (**) 83,869
i) Ineligible mortgage loans and credits (***) 24,452

– That meet the eligibility requirements except for the limit established in article 5.1 of RD 716/2009 15,483
– Others 8,969

ii) Eligible mortgage loans and credits (****) 59,417
– Amounts not included in calculation (*****)  — 
– Amounts included in calculation 59,417

a) Mortgage loans and credits covering issues of mortgage bonds  — 
b) Mortgage loans and credits covering issues of mortgage covered bonds 59,417

(*)   Including those acquired through mortgage participations and mortgage transfer certificates, even when derecognised from the balance sheet.

(**)   Total loans less mortgage participations issued, mortgage transfer certificates issued and mortgage loans securing financing received.

(***)   As the requirements of article 3 of Royal Decree 716/2009 are not meet.

(****) As per article 3 of Royal Decree 716/2009, without deducting the limits for calculation pursuant to article 12 of Royal Decree 716/2009.

(*****)  In line with the criteria set out under article 12 of Royal Decree 716/2009.
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The nominal value of outstanding mortgage loans and credits and the nominal value of eligible loans and credits pursuant to Royal 
Decree 716/2009, without taking into account the calculation limits established in article 12 thereof and broken down by origin, 
currency, payment status, average residual maturity, interest rate, holder and type of collateral are as follows:

Million euros
30-06-2020

Mortgage loans and 
credits backing the 
issue of mortgage 

bonds and mortgage 
covered bonds

Of which: Eligible 
loans (*)

Origin
Originated by the Bank  83,041  58,637 
Derived from subrogations  828  780 
Other  —  — 

 83,869  59,417 
Currency

Euros  83,061  59,417 
Other currencies  808  — 

 83,869  59,417 
Payment status

Performing  74,309  57,691 
Other status  9,560  1,726 

 83,869  59,417 
Residual maturity

Up to 10 years  27,491  15,852 
10 to 20 years  29,739  24,684 
20 to 30 years  23,284  18,215 
Over 30 years  3,355  666 

 83,869  59,417 
Interest rate

Fixed interest  12,917  10,071 
Variable interest  70,952  49,346 
Mixed interest  —  — 

 83,869  59,417 
Holder

Legal entities and individual business owners  27,657  14,109 
Of which: Real estate developers  3,059  — 

Other individuals and non-profit institutions serving households  56,212  45,308 
 83,869  59,417 

Type of collateral
Finished buildings – residential  62,219  48,330 

Of which: State-sponsored housing  4,087  3,459 
Finished buildings – commercial  7,257  4,062 
Finished buildings – other  10,457  5,683 
Buildings under construction – residential  1,177  1 

Of which: State-sponsored housing  89  — 
Buildings under construction – commercial  42  — 
Buildings under construction – other  67  5 
Land – certified for development  978  517 
Land – other  1,672  819 

 83,869  59,417 

(*)  As per article 3 of Royal Decree 716/2009, without deducting the limits for calculation established in article 12 of Royal Decree 716/2009.
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The nominal value of mortgage loans and credits eligible pursuant to Royal Decree 716/2009, without taking into account the 
calculation limits established in article 12 thereof and broken down by the percentage loan-to-value (LTV) are as follows:

30-06-2020

LTV (million euros)

<=40% >40%, <= 60% >60%, <= 80% >80% Total
Mortgage loans and credits eligible for issuing 
mortgage bonds and mortgage covered bonds (*) 24,300 21,279 13,838 — 59,417
Residential 18,193 16,300 13,838 — 48,331
Other 6,107 4,979 — — 11,086

(*)   As per article 3 of Royal Decree 716/2009, without deducting the limits for calculation established in article 12 of Royal Decree 716/2009.

Changes in the nominal value of mortgage loans and credits, both eligible and ineligible pursuant to Royal Decree 716/2009, are as 
follows:

Million euros
Eligible 

mortgage 
loans and 
credits (*)

Ineligible 
mortgage 
loans and 
credits (**)

Balance at 31 December 2019  59,517  25,203 
Derecognitions during the period 4,268 3,438
Repaid upon maturity 89 428
Repaid early 991 707
Subrogated by other entities  —  — 
Other 3,188 2,303

Additions during the period 4,168 2,687
Originated by the Bank 2,557 1,205
Subrogated from other entities 1 1
Other 1,610 1,481

Balance at 30 June 2020  59,417  24,452 

(*)      As per article 3 of Royal Decree 716/2009, without deducting the limits for calculation pursuant to article 12 of Royal Decree 716/2009.
(**)    As the requirements of article 3 of Royal Decree 716/2009 are not meet.

The breakdown of available balances of mortgage loans and credits backing the issue of mortgage bonds and mortgage covered 
bonds is as follows:

Million euros
Nominal value (*)

30-06-2020
Potentially eligible (**) 607
Ineligible 1,636

(*) Amounts committed less amounts drawn down, including those amounts only delivered to developers upon sale of the property.
(**) Pursuant to article 3 of Royal Decree 716/2009.
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b)   Liabilities

The Bank has not issued any mortgage bonds. The aggregate nominal value of outstanding mortgage covered bonds issued by the 
Bank, pursuant to Royal Decree 716/2009 and broken down by residual maturity, is as follows:

30-06-2020
Million euros Less

than 3 3 to 5 5 to 10 Over 10 Total
years years years years

Issued through public offerings: 17,715 6,450 16,627 4,907 45,699
Marketable mortgage covered bonds (1) 17,715 6,450 16,627 4,907 45,699

EIB covered bonds — — — — —
Multi-seller bonds 300 — — — 300

Other issue — — — — —
Marketable mortgage covered bonds — — — — —

(-) Issues not recognised under liabilities — — — —  20,860 
Total issued through public offerings and placed in the market  —  —  —  —  24,839 

(1) Recognised under "Financial liabilities at amortised cost - Marketable debt securities", for a cash value of EUR 25,951 million, after deducting 
unrecognised issues.

At the subject date, the Bank's overcollateralisation stood at 184% (based on all mortgage covered bonds, EUR 45,699 million), 
compared to the nominal value of the mortgage loan and credit portfolio pending repayment in accordance with Royal 
Decree 716/2009 (EUR 83,869 million).

None of the mortgage covered bonds issued by the Bank have replacement assets.

The aggregate nominal value of outstanding mortgage transfer certificates issued by the Bank at 30 June 2020, based on residual 
maturity, is as follows:

Million euros

30-06-2020 Less than 3 
years 3 to 5 years 5 to 10 years Over 10 years Total

Mortgage transfer certificates  —  —  —  13,893  13,893 
Issued through public offerings  —  —  —  —  — 

The members of the Board of Directors hereby state that the Bank has implemented policies and procedures to expressly address 
all activities carried out in respect of the mortgage market issues it performs and to ensure rigorous compliance with mortgage 
market regulations applicable to these activities as per Royal Decree 716/2009 of April 24, implementing certain aspects of 
Mortgage Market Law 2/1981 of March 25, and therefore, of Bank of Spain Circular 7/2010 of November 30, along with other 
regulations governing the mortgage and financial system. In addition, the financial management area defines the Bank's funding 
strategy.

The risk policies applied to mortgage market transactions foresee maximum loan-to-value limits. In addition, specific policies are in 
place for each mortgage product, which at times apply even more restrictive limits. The general policies defined in that respect 
require that a repayment capacity analysis be carried out for each potential customer. This analysis determines whether the 
customer's income is sufficient to allow it to settle each repayment required. In addition, the analysis determines whether the 
customer's income can be considered stable over the entire lifetime of the transaction in question. The indicator used to measure 
repayment capacity (housing affordability index) of each customer primarily looks at the ratio of the potential debt to the 
borrowers' income, taking into account both monthly repayments on the requested transaction as well as for other debts held, in 
comparison with monthly salary income and any other duly-justified income.

In ascertaining the customer's information and creditworthiness, the Bank applies specialised documentary verification tools and 
procedures (see Note 49 to the Bank's financial statements for the year ended 31 December 2019).

Under the Bank's procedures, an individual appraisal must be carried out by an independent appraisal company for each mortgage 
loan originated in the mortgage market.

Although under article 5 of Mortgage Market Law 41/2007 any Bank of Spain-certified appraisal company may issue valid valuation 
reports, under this same article, the Bank of Spain sets out a series of verifications, selecting, among these entities, a smaller group 
with which it signs collaboration agreements, applying special conditions and automated control mechanisms. The Bank's internal 
regulations further specify, in detail, each internally-certified appraisal company, along with the pertinent certification 
requirements and procedures and the specific review controls established. This regulation also governs the functioning of an 
appraisal committee comprising several Bank areas that engage with these appraisal companies. The purpose of this committee is 
to regulate and adapt internal rules, as well as these companies' procedures, to the market and business situation.
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In this way, the appraisal companies that wish to work with the Bank must have a relevant activity in the mortgage market and in 
the region in question, pass certain filters in respect of independence criteria, technical capacity and creditworthiness (to ensure 
their business continuity) and, lastly, successfully complete a series of tests prior to definitive certification.

Moreover, in accordance with the Bank's internal regulations, any appraisal submitted by a potential customer is reviewed, 
regardless of the issuing company, in order to formally verify that all requirements, procedures and methods employed are 
suitable for the asset valued, based on prevailing regulations, and that the values reported are in line with market conditions.

Disclosures required under Bank of Spain Circular 6/2012 on sector and geographic concentration of risk

Concentration of risk

The breakdown at 30 June 2020 of the concentration of the Group's risk, by activity and geographic location of counterparties, is as 
follows:

Million euros 30-06-2020

Total Spain

Rest of the 
European 

Union America
Rest of the 

world
Central banks and credit institutions 319,436 58,476 86,435 83,922 90,603

Public administrations 164,676 42,678 29,066 79,163 13,769

  Central government 144,466 32,204 27,882 71,138 13,242

  Other public administrations 20,210 10,474 1,184 8,025 527

Other financial institutions 129,465 16,562 42,720 34,584 35,599

Non-financial companies and individual entrepreneurs 411,933 127,935 85,735 139,691 58,572

  Real estate construction and development 21,544 4,082 3,719 7,316 6,427

  Civil engineering 6,425 3,220 2,018 1,014 173

  Large companies 239,069 60,407 48,633 89,319 40,710

  SMEs and individual entrepreneurs 144,895 60,226 31,365 42,042 11,262

Other households and non-profit institutions serving households 496,859 89,046 92,736 111,382 203,695

  Residential 318,469 61,914 33,669 37,250 185,636

  Consumer 159,850 19,084 56,947 68,757 15,062

  Other purposes 18,540 8,048 2,120 5,375 2,997

Total  1,522,369  334,697  336,692  448,742  402,238 

(*)  For the purpose of this table, the definition of risk includes the following public balance sheet items: loans and advances to credit institutions, deposits at 
central banks, loans and advances to customers, debt securities, capital instruments, trading derivatives, hedging derivatives, equity investments and 
guarantees extended.
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Million euros (*)

Secured loans

Net exposure Loan-to-value (a)

Total
Unsecured 

loans

Of which: 
Mortgage 
collateral

Of which: 
Other 

collateral

Less than or 
equal to 

40%

Greater than 
40% and 

less than or 
equal to 

60%

Greater than 
60% and 

less than or 
equal to 

80%

Greater than 
80% and 

less than or 
equal to 

100%
Greater 

than 100%

Public administrations 20,739 19,787 254 698 123 101 83 570 75

Other financial institutions 73,923 19,593 1,207 53,123 696 896 379 51,437 922

Non-financial companies and individual 
entrepreneurs 332,069 188,194 69,271 74,604 26,646 24,957 22,373 40,796 29,103

Real estate construction and 
development 18,311 2,560 9,971 5,780 6,561 4,676 1,611 1,747 1,156

Civil engineering 3,652 2,186 284 1,182 126 239 146 303 652

Large companies 178,822 117,907 24,154 36,761 8,491 8,233 9,504 19,350 15,337

SMEs and individual entrepreneurs 131,284 65,541 34,862 30,881 11,468 11,809 11,112 19,396 11,958

Other households and non-profit 
institutions serving households 493,598 92,676 326,457 74,465 85,226 102,615 109,701 59,593 43,787

Residential 318,311 1,662 316,151 498 78,132 97,071 103,168 33,494 4,784

Consumer 157,582 88,204 1,952 67,426 3,363 3,323 3,678 21,448 37,566

Other purposes 17,705 2,810 8,354 6,541 3,731 2,221 2,855 4,651 1,437

Subtotal  920,329  320,250  397,189  202,890  112,691  128,569  132,536  152,396  73,887 

Memorandum item Refinanced and 
restructured transactions (**) 23,221 5,729 13,555 3,937 2,936 2,541 2,461 2,758 6,796

(*)    In addition, the Group has granted customer prepayments amounting to EUR 14,467 million; therefore, the total amount of credits and customer 
prepayments amounts to EUR 934,796 million.

(**) Includes fair value impairment and losses net balance due to credit risk.
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Independent auditor’s report on the interim condensed consolidated 
financial statements 

 
 

To the shareholders of Banco Santander, S.A. at the request of management: 
 
 

Report on the interim condensed consolidated financial statements 
 

Opinion 
 
We have audited the interim condensed consolidated financial statements of Banco Santander, S.A. 
(the Parent company) and its subsidiaries (the Group), which comprise the balance sheet as at June 
30, 2020, and the income statement, statement of recognised income and expense, statement of 
changes in total equity, statement of cash flows and related notes, all condensed and consolidated, for 
the six-month period then ended. 
 
In our opinion, the accompanying interim condensed consolidated financial statements of Banco 
Santander, S.A. and its subsidiaries for the six-month period ended June 30, 2020 have been 
prepared, in all material respects, in accordance with the requirements of International Accounting 
Standard (IAS) 34, “Interim Financial Reporting”, as adopted by the European Union, as provided in 
Article 12 of Royal Decree 1362/2007, for the preparation of interim condensed financial statements. 
 

Basis for opinion 
 
We conducted our audit in accordance with the legislation governing the audit practice in Spain. Our 
responsibilities under those standards are further described in the Auditor's responsibilities for the 
audit of the interim condensed consolidated financial statements section of our report. 
 
We are independent of the Group in accordance with the ethical requirements, including those relating 
to independence, that are relevant to our audit of the interim condensed consolidated financial 
statements in Spain, in accordance with legislation governing the audit practice. In this regard, we 
have not rendered services other than those relating to the audit of the accounts, and situations or 
circumstances have not arisen that, in accordance with the provisions of the aforementioned 
legislation, have affected our necessary independence such that it has been compromised. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 
 

Key audit matters 
 
Key audit matters are those matters that, in our professional judgment, were of most significance in 
our audit of the interim condensed consolidated financial statements of the current period. These 
matters were addressed in the context of our audit of the interim condensed consolidated financial 
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion 
on these matters. 
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Key audit matter How our audit addressed the key audit matter 
Estimation of impairment of financial assets at 
amortised cost - loans and advances to 
customers – for credit risk 
 
The models used to estimate the expected 
credit losses along with the adaptations 
derived from the COVID-19 crisis increased 
the complexity of the models as a result of the 
addition of new assumptions and judgements 
such as certain flexibility measures when 
applying the rules in the staging criteria from 
the operations covered by moratoriums, 
government guarantees or adjustments made 
to the models for the determination of the 
expected losses. These estimates require a 
high component of management judgement 
and are one of the most significant and 
complex estimates in the preparation of the 
interim condensed consolidated financial 
statements. 
 
The main judgements and assumptions used 
by management are the following: 
 
• Identification and classification criteria of 

the assets across different stages 
including criteria used in the analysis of 
the operations covered by moratoriums. 

 
• The estimation of the Probability of 

Default (PD) and Loss Given Default 
(LGD) parameters. 
 

• The definition and evaluation of post 
model adjustments to adapt the 
parameters estimated by the models to 
the current environment derived from the 
COVID-19 crisis. 

 
• The main assumptions used to 

determine the risks on an individual 
basis. 

 
The Group’s business is focused on 
commercial banking products and is 
concentrated in nine key markets (Brazil, Chile, 
Spain, United States, Mexico, Poland, 
Portugal, United Kingdom and the consumer 
finance business in Europe). 
 
Refer to notes 1 and 5 of the interim 
condensed consolidated financial statements 
attached as at June 30, 2020. 

 
 
 
 
We have performed, together with our credit risk 
expert team, an understanding of management's 
process to estimate the impairment of financial 
assets at amortised cost - loans and advances to 
costumers - on a collective and individual basis. 
 
In regards with the internal control, we performed 
an understanding and test of controls over the 
process, focusing on management’s review of the 
main assumptions used, estimation and approval 
of post models adjustments, moratoriums and 
government guarantees processes derived from 
COVID-19 crisis, if applicable.  
 
In addition, we performed the following tests of 
details: 
 
• Tests of principal models focusing on: i) 

calculation and segmentation methods; ii) 
methodology used for the estimation of the 
expected loss parameters; iii) data and 
main assumptions used, iv) staging criteria 
and v) scenario information and 
assumptions. 

 
• For a sample of loans subject to either 

moratoriums or government guarantees, 
assess the documentation used in the 
origination process. 

 
• Reperformance of collective impairment 

losses based on the expected credit loss 
models parameters. 

 
• Evaluation of the post model adjustments 

made by management. 
 
• On a sample basis, evaluating individual 

credit files to determine the adequacy of 
their accounting and classification, 
discounted cash flows and, where 
appropriate, corresponding impairment. 

 
We have not identified exceptions outside of a 
reasonable range in the procedures outlined 
above. 
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Key audit matter How our audit addressed the key audit matter 
Assessment for indications of goodwill 
impairment and goodwill impairment test 
 
Goodwill impairment assessment is an 
exercise that requires a high degree of 
judgment and estimation. Due to their 
relevance to Santander Group, management 
monitors goodwill and assesses for indications 
of goodwill impairment during the year. As at 
June 30, 2020, management’s assessment 
has considered the updated economic and 
business environment resulting from COVID-
19, the current market conditions and the 
existing economic uncertainty, with special 
focus on the following Cash Generating Units 
(CGUs): Santander UK, Santander Bank 
Polska, Santander Consumer USA, Santander 
Bank, National Association and Santander 
Consumer Nordics.  
 
On an annual basis (or whenever there are 
indications of impairment), the Group performs 
a goodwill impairment test using assumptions 
to estimate the value in use of the CGUs, such 
as financial projections, discount rates, 
perpetual growth rates, market quotes (if 
available), market references (multiples). Such 
valuations, and some of these assumptions, 
are performed by management’s experts. 
 
In connection with the interim condensed 
consolidated financial statements, 
management assesses for indications of 
impairment since the previous year-end close 
and performs a goodwill impairment test if 
necessary. As a result, the Group has 
recognized EUR 10,100 million of goodwill 
impairment mainly related to Santander UK, 
Santander Bank Polska, Santander Consumer 
USA, Santander Bank, National Association 
and Santander Consumer Nordics. After that, 
the Group’s consolidated goodwill balance was 
EUR 12,595 million as at June 30, 2020.  
 
Refer to notes 1 and 8 of the interim 
condensed consolidated financial statements 
attached as at June 30, 2020. 

 
 
 
We have obtained an understanding, with the 
assistance of our valuation experts, of the 
processes performed by management to assess 
for indications of goodwill impairment and the 
process performed over the goodwill impairment 
test, including obtaining an understanding of the 
internal controls designed and implemented by 
management in such processes. 
 
We have also conducted tests of details over the 
goodwill impairment test performed for the 
following CGUs: Santander UK, Santander Bank 
Polska, Santander Consumer USA, Santander 
Bank, National Association and Santander 
Consumer Nordics. Considering market practices 
and specific sector expectations, we have 
performed the following procedures: 
 
• Evaluated the reasonableness of the 

methodology and main assumptions used 
by management in its goodwill impairment 
test, including the updated financial 
projections, discount rate and perpetual 
growth rates.  

 
• Verified the mathematical accuracy of the 

discounted cash flow projections. 
 
• Performed a specific sensitivity analysis of 

the main assumptions such as those 
related to the: i) updated financial 
projections; ii) discount rate; and iii) 
perpetual growth rate, and compared to 
external market data, if available. 

 
• Inspected the valuation reports regarding 

the goodwill impairment test performed by 
management’s internal and external 
experts. 

 
• Evaluated the adequacy of the disclosures 

included in the interim condensed 
consolidated financial statements. 

 
Based on the procedures performed, we believe 
that the evaluation carried out by the Group is 
reasonable and the estimates employed by 
management are not outside a reasonable range 
in the context of the interim condensed 
consolidated financial statements. 
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Key audit matter How our audit addressed the key audit matter 
Recoverability of deferred tax assets – Spain 
and Brazil 
 
Assessing the recoverability of deferred tax 
assets is an exercise that requires a high 
degree of judgement and estimation, with 
particular relevance to the Group in Spain 
and Brazil. 
 
In line with the recoverability model defined 
by the Group, on an annual basis, each 
business unit compiles the assumptions that 
support the business plans that are projected 
over the time horizon established for that 
business. As a result of COVID-19, the 
changes in the macroeconomic variables and 
the actual results as compared to budget 
derived, the Group has evaluated the ability 
to generate future taxable profits in assessing 
the recoverability of the deferred tax assets 
recorded as at June 30, 2020. 
 
The process carried out during the period as 
a result of COVID-19 includes specific 
considerations that management considers in 
assessing the recoverability of deferred tax 
assets, placing special attention to the 
environment and uncertainty resulting from 
the pandemic.  
 
The most significant considerations made by 
the management in this respect are: 
 
• Assuring that the tax regulations of 

each country are applied correctly and 
the temporary differences that meet 
the consideration as deductibles are 
duly recognised. 

 
• Reviewing the projections that are part 

of the recoverability model which is in 
turn used to estimate the tax profits 
used to assess the recoverability of the 
deferred tax assets in future periods in 
relation to deductible temporary 
differences and unused tax losses. 

 
• Applying the model and validating the 

calculations of these models to ensure 
that the valuation of tax assets, and 
that the conclusions drawn regarding 
their recoverability are appropriate. 

 
 
 
In collaboration with our tax experts, we have 
obtained an understanding of the estimation 
process undertaken by management and the 
controls designed and implemented in the following 
processes: 
 
• Process based in the generation of the 

projections of future taxable profits used in 
the estimation of the recoverability of 
deferred tax assets. 

 
• Calculation of deductible temporary 

difference, including the adequacy with the 
current tax regulation. 

 
We also performed the following tests of details: 

 
• Evaluated the accuracy of the calculations 

and the reasonableness of the estimations 
made by management for deductible 
temporary differences. 

 
• Assessed the completeness and 

appropriateness of the assumptions used by 
management in their calculation of the 
deductible temporary differences. 

 
• Analysis of the key assumptions used by 

management in their estimation and 
monitoring of the recoverability of deferred 
tax assets, with special attention to the 
COVID-19 impact, including: 

 
- Obtaining and analysing the financial 

projections carried out by the Group 
and the assumptions used, including 
the detail of the economic forecasts 
and indicators used in the analysis. 

 
- Analysis of the tax strategy planned by 

the Group for the recoverability of the 
deferred tax assets.  

 
We have not identified exceptions outside of a 
reasonable range in the procedures outlined above. 
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Key audit matter How our audit addressed the key audit matter 
As a result, the Group has recognized a 
write-down of EUR 2,500 million of deferred 
tax assets mainly related to Spain. Refer to 
note 1 of the interim condensed consolidated 
financial statements attached as at June 30, 
2020. 
 

 

Litigation provisions and contingencies 
 
The Group is party to a range of tax and legal 
proceedings - administrative and judicial – of 
tax, legal and labor nature which primarily 
arose in the ordinary course of its operations. 
There are also situations not yet subject to 
any judicial proceedings that may require the 
recognition of provisions, such as the 
customer compensation related to conduct 
matters. 
 
These procedures generally take a long 
period of time to run their course, giving rise 
to complex processes dictated by the 
applicable legislation prevailing in the various 
jurisdictions in which the Group operates. 
 
The management decides when to recognize 
a provision for these contingent liabilities, 
based on an estimate calculated using 
certain procedures consistent with the nature 
of the uncertainty of the obligations. 
 
Among these provisions, the most significant 
are those that cover the tax and labor 
proceedings in Brazil. 
 
Refer to notes 1 and 10 of the interim 
condensed consolidated financial statements 
attached as at June 30, 2020. 

 
 
We have obtained an understanding and evaluated 
the estimation process performed by management 
and the controls designed and implemented in the 
following processes: 
 
• Additions, logs and updates over the 

completeness of the legal matters in the 
Group’s systems. 

 
• Accuracy of the key data, maintained in the 

systems, used in the calculation of the 
litigations provisions and contingencies. 

 
• Assessment of the criteria used to estimate 

the expected losses from litigation provisions 
and contingencies and evaluation of the 
adequacy over the calculation of the 
provisions for regulatory, legal or tax 
procedures and their recognition. 

 
• Reconciliation between the minutes of the 

inspections and the amounts accounted for. 
 
In addition, we performed the following tests of 
details: 
 
• Analysis for reasonableness of the expected 

outcomes of the most significant tax and 
legal proceedings. 

 
• Assessment of possible contingencies 

relating to compliance with the tax obligations 
for all the years open to inspection, of the 
communications with the regulatory bodies, 
analysis of the ongoing regulatory 
inspections. 

 
• Obtaining confirmation letters from external 

and internal lawyers and external tax 
advisors who work with the Group and 
performing alternative procedures. 
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Key audit matter How our audit addressed the key audit matter 
 • Analysis of the recognition and 

reasonableness of the provisions recorded. 
 
In the procedures described above, no exceptions 
were identified outside of a reasonable range. 

Information systems 
 
The Group’s financial information is highly 
dependent on information technology (IT) 
systems and the geographies where it 
operates, therefore an adequate control of 
these systems is crucial to ensuring correct 
data processing. 
 
In this context, it is vital to evaluate aspects 
such as the organisation of the Group’s 
Technology and Operations department, 
controls over software maintenance and 
development, physical and logical security 
controls, and controls over computer 
operations. 
 
In this respect, management has developed 
a plan to reinforce the internal controls over 
IT systems. This plan contains aspects such 
as improvements in the access control and 
the internal governance that manage the IT 
processes that support the Group, which 
includes the cybersecurity model. 
 

 
 
We have evaluated, in collaboration with our IT 
system specialists, the internal controls over the IT 
systems, databases and applications that support 
the Group’s financial reporting. 
 
For this purpose, we have performed procedures 
over internal control and test of details related to: 
 
• The function of the IT governance framework. 
 
• Access and logical security controls over the 

applications, operating systems and 
databases that support the relevant financial 
information. 

 
• Application development and change 

management. 
 
• Maintenance of computer operations. 
 
In addition, considering the plan developed by the 
Group to reinforce the internal controls over IT 
systems, our approach and audit plan focused on 
the following aspects: 
 
• Evaluation of the changes made as part of 

this plan and of the enhancements 
implemented in the access control 
environment of the Group. 

 
• Testing of the design and operating 

effectiveness of the controls implemented by 
the Group.  

 
In the procedures described above, no essential 
exceptions were identified related to this matter.  

 

Emphasis of matter 
 

We draw attention to note 1.b, which describes that these interim condensed consolidated financial 
statements do not include all the information required in a complete set of consolidated financial 
statements prepared in accordance with International Financial Reporting Standards as adopted by 
the European Union, and therefore the accompanying interim condensed consolidated financial 
statements should be read together with the consolidated annual accounts of the Group for the year 
ended December 31, 2019. Our opinion is not modified in respect of this matter. 
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Other information: Interim Consolidated Directors’ report 
 
Other information comprises only the interim consolidated director’s report for the six-month period 
ended June 30, 2020, the formulation of which is the responsibility of the Parent company’s directors 
and does not form an integral part of the interim condensed consolidated financial statements. 
 
Our audit opinion on the interim condensed consolidated financial statements does not cover the 
interim consolidated director’s report. Our responsibility regarding the interim consolidated director’s 
report, in accordance with legislation governing the audit practice, is to evaluate and report on the 
consistency between the interim consolidated director’s report and the interim condensed consolidated 
financial statements as a result of our knowledge of the Group obtained during the audit of the 
aforementioned financial statements, and does not include information different to that obtained as 
evidence during our audit. Likewise, our responsibility is to evaluate and report on whether the content 
and presentation of the interim consolidated director’s report is in accordance with applicable 
regulations. If, based on the work we have performed, we conclude that material misstatements exist, 
we are required to report that fact. 
 
On the basis of the work performed, as described in the previous paragraph, the information contained 
in the interim consolidated director’s report is consistent with that contained in the interim condensed 
consolidated financial statements for the six-month period ended June 30, 2020, and its content and 
presentation are in accordance with the applicable regulations. 
 
Responsibility of the directors and the audit committee for the interim condensed consolidated 
financial statements 
 
The Parent company’s directors are responsible for the preparation of the accompanying interim 
condensed consolidated financial statements in accordance with the requirements of International 
Accounting Standard (IAS) 34, “Interim Financial Reporting”, as adopted by the European Union, for 
the preparation of interim condensed financial information, as provided in Article 12 of Royal Decree 
1362/2007, and for such internal control as the directors determine is necessary to enable the 
preparation of interim condensed consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
In preparing the interim condensed consolidated financial statements, the Parent company’s directors 
are responsible for assessing the Group’s ability to continue as a going concern, disclosing, as 
applicable, matters related to going concern and using the going concern basis of accounting unless 
the aforementioned directors either intend to liquidate the Group or to cease operations, or have no 
realistic alternative but to do so. 
 
The Parent company’s audit committee is responsible for overseeing the process of preparation and 
presentation of the interim condensed consolidated financial statements. 
 
Auditor's responsibilities for the audit of the interim condensed consolidated financial 
statements 
 
Our objectives are to obtain reasonable assurance about whether the interim condensed consolidated 
financial statements as a whole are free from material misstatement, whether due to fraud or error, 
and to issue an auditor´s report that includes our opinion. 
 
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in 
accordance with legislation governing the audit practice in Spain will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material 
if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these interim condensed consolidated financial statements. 
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As part of an audit in accordance with legislation governing the audit practice in Spain, we exercise 
professional judgment and maintain professional scepticism throughout the audit. We also: 
 
• Identify and assess the risks of material misstatement of the interim condensed consolidated 

financial statements, whether due to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide 
a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. 

 
• Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Group´s internal control. 

 
• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by the Parent company´s directors. 
 
• Conclude on the appropriateness of the Parent company’s directors’ use of the going concern 

basis of accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the Group’s ability to 
continue as a going concern. If we conclude that a material uncertainty exists, we are required 
to draw attention in our auditor’s report to the related disclosures in the interim condensed 
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. 
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. 
However, future events or conditions may cause the Group to cease to continue as a going 
concern. 

 
• Evaluate the overall presentation, structure and content of the interim condensed consolidated 

financial statements, including the disclosures and whether the interim condensed consolidated 
financial statements represent the underlying transactions and events in a manner that achieves 
fair presentation. 

 
• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within the Group to express an opinion on the interim condensed 
consolidated financial statements. We are responsible for the direction, supervision and 
performance of the group audit. We remain solely responsible for our audit opinion. 

 
We communicate with the Parent company’s audit committee regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit. 
 
We also provide the Parent company´s audit committee with a statement that we have complied with 
relevant ethical requirements, including those relating to independence, and we communicate with the 
audit committee those matters that may reasonably be thought to bear on our independence, and 
where applicable, related safeguards. 
 
From the matters communicated with the Parent company’s audit committee, we determine those 
matters that were of most significance in the audit of the interim condensed consolidated financial 
statements of the current period and are therefore the key audit matters. 
 
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure 
about the matter. 
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Report on other legal and regulatory requirements 
 

Appointment period 
 
The General Ordinary Shareholders’ Meeting held on April 3, 2020 appointed us as auditors of the 
Group for a period of one year, for the year ended December 31, 2020. 
 
Previously, we were appointed by resolution of the General Shareholders’ Meeting for a period of 3 
years and we have audited the accounts continuously since the year ended December 31, 2016. 
 

Services provided 
 
PricewaterhouseCoopers Auditores, S.L. has provided to the Group services different to the audit 
relating to the issuance of comfort letters, agreed upon procedures, other assurance services, services 
relating to securitizations and other regulatory reviews required to the auditor. 
 
PricewaterhouseCoopers Auditores, S.L. (S0242) 
 
 
 
 
 
 
Original in Spanish signed by 
Alejandro Esnal Elorrieta (19930) 
 
July 31, 2020 
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the Group in Spain (see 
Notes 1 and 17). In the event of a discrepancy, the Spanish-language version prevails.

SANTANDER GROUP

CONDENSED CONSOLIDATED BALANCE SHEETS AS AT 30 JUNE 2020 AND 31 DECEMBER 2019
(Million euros)

ASSETS Note 30-06-2020 31-12-2019 (*)

CASH, CASH BALANCES AT CENTRAL BANKS AND OTHER DEPOSITS ON DEMAND  138,266  101,067 

FINANCIAL ASSETS HELD FOR TRADING 5  124,145  108,230 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  15,479  28,445 

NON-TRADING FINANCIAL ASSETS MANDATORILY AT FAIR VALUE THROUGH PROFIT OR LOSS 5  5,902  4,911 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  392  224 

FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS 5  91,368  62,069 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  10,933  8,430 

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME 5  122,560  125,708 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  22,870  29,116 

FINANCIAL ASSETS AT AMORTISED COST 5  976,298  995,482 
Memorandum items: lent or delivered as guarantee with disposal or pledge rights  23,070  19,993 

HEDGING DERIVATIVES  11,999  7,216 

CHANGES IN THE FAIR VALUE OF HEDGED ITEMS IN PORTFOLIO HEDGES OF INTEREST RISK  2,387  1,702 

INVESTMENTS  8,668  8,772 
Joint ventures entities  1,249  1,325 
Associated entities  7,419  7,447 

ASSETS UNDER INSURANCE OR REINSURANCE CONTRACTS  307  292 

TANGIBLE ASSETS 7  33,271  35,235 
Property, plant and equipment  32,335  34,262 

For own-use  13,527  15,041 
Leased out under an operating lease  18,808  19,221 

Investment property  936  973 
Of which : Leased out under an operating lease  799  823 
Memorandum items: acquired in lease  4,541  5,051 

INTANGIBLE ASSETS 8  15,946  27,687 
Goodwill  12,595  24,246 
Other intangible assets  3,351  3,441 

TAX ASSETS  26,218  29,585 
Current tax assets  5,639  6,827 
Deferred tax assets  20,579  22,758 

OTHER ASSETS  10,627  10,138 
Insurance contracts linked to pensions  186  192 
Inventories  6  5 
Other  10,435  9,941 

NON-CURRENT ASSETS HELD FOR SALE 6  4,919  4,601 
TOTAL ASSETS  1,572,881  1,522,695 

(*) Presented for comparison purposes only (see Note 1.e). 

The accompanying explanatory Notes 1 to 17 are an integral part of the condensed consolidated balance sheet as at 30 June 2020.
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the Group in Spain (see 
Notes 1 and 17). In the event of a discrepancy, the Spanish-language version prevails.

SANTANDER GROUP

CONDENSED CONSOLIDATED BALANCE SHEETS AS AT 30 JUNE 2020 AND 31 DECEMBER 2019
(Million euros)

LIABILITIES Note 30-06-2020 31-12-2019 (*)
FINANCIAL LIABILITIES HELD FOR TRADING 9  97,700  77,139 

FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS 9  59,619  60,995 
Memorandum items: subordinated liabilities  —  — 

FINANCIAL LIABILITIES AT AMORTISED COST 9  1,283,581  1,230,745 
Memorandum items: subordinated liabilities  20,653  21,062 

HEDGING DERIVATIVES  6,583  6,048 

CHANGES IN THE FAIR VALUE OF HEDGED ITEMS IN PORTFOLIO HEDGES OF INTEREST RATE RISK  255  269 

LIABILITIES UNDER INSURANCE OR REINSURANCE CONTRACTS  2,246  739 

PROVISIONS  11,948  13,987 
Pensions and other post-retirement obligations 10  5,516  6,358 
Other long term employee benefits 10  1,196  1,382 
Taxes and other legal contingencies 10  2,341  3,057 
Contingent liabilities and commitments 14  666  739 
Other provisions 10  2,229  2,451 

TAX LIABILITIES  8,844  9,322 
Current tax liabilities  2,521  2,800 
Deferred tax liabilities  6,323  6,522 

OTHER LIABILITIES  10,246  12,792 

LIABILITIES ASSOCIATED WITH NON-CURRENT ASSETS HELD FOR SALE  —  — 
TOTAL LIABILITIES  1,481,022  1,412,036 

SHAREHOLDERS´ EQUITY  112,899  124,239 

CAPITAL 11  8,309  8,309 
Called up paid capital  8,309  8,309 
Unpaid capital which has been called up  —  — 

Memorandum items: uncalled up capital  —  — 
SHARE PREMIUM  52,446  52,446 
EQUITY INSTRUMENTS ISSUED OTHER THAN CAPITAL  611  598 

Equity component of the compound financial instrument  —  — 
Other equity instruments issued  611  598 

OTHER EQUITY  172  146 
ACCUMULATED RETAINED EARNINGS  67,594  61,028 
REVALUATION RESERVES  —  — 
OTHER RESERVES  (3,708)  (3,110) 
(-) OWN SHARES  (65)  (31) 
PROFIT ATTRIBUTABLE TO SHAREHOLDERS OF THE PARENT 3  (10,798)  6,515 
(-) INTERIM DIVIDENDS  (1,662)  (1,662) 

OTHER COMPREHENSIVE INCOME (LOSS)  (30,637)  (24,168) 

ITEMS NOT RECLASSIFIED TO PROFIT OR LOSS 11  (5,010)  (4,288) 

ITEMS THAT MAY BE RECLASSIFIED TO PROFIT OR LOSS 11  (25,627)  (19,880) 

NON-CONTROLLING INTEREST  9,597  10,588 
Other comprehensive income  (1,697)  (982) 
Other items  11,294  11,570 

TOTAL EQUITY  91,859  110,659 
TOTAL LIABILITIES AND EQUITY  1,572,881  1,522,695 
MEMORANDUM ITEMS: OFF BALANCE SHEET AMOUNTS 14

Loan commitments granted  228,767  241,179 
Financial guarantees granted  12,166  13,650 
Other commitments granted  78,654  68,895 

(*) Presented for comparison purposes only (see Note 1.e). 

The accompanying explanatory Notes 1 to 17 are an integral part of the condensed consolidated balance sheet as at 30 June 2020.
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the Group in Spain (see 
Notes 1 and 17). In the event of a discrepancy, the Spanish-language version prevails.

SANTANDER GROUP

CONDENSED CONSOLIDATED INCOME STATEMENTS FOR THE FIRST SIX MONTHS
ENDED 30 JUNE 2020 AND 2019

(Million euros)

Debit (Credit)

Nota 01-01-2020 to 
30-06-2020

01-01-2019 to 
30-06-2019 (*)

Interest income  24,499  28,669 
   Financial assets at fair value with changes in other comprehensive income  1,973  2,020 
   Financial assets at amortised cost  21,255  24,396 
   Other interest income  1,271  2,253 
Interest expense  (8,297)  (11,033) 
Interest income/ (charges)  16,202  17,636 
Dividend income  265  361 
Income from companies accounted for using the equity method  (135)  306 
Commission income  6,716  7,502 
Commission expense  (1,580)  (1,639) 
Gain or losses on financial assets and liabilities not measured at fair value through profit or loss, net  688  350 
   Financial assets at amortised cost  (27)  105 
   Other financial assets and liabilities  715  245 
Gain or losses on financial assets and liabilities held for trading, net  1,848  (12) 
   Reclassification of financial assets from fair value with changes in other comprehensive income  —  — 
   Reclassification of financial assets from amortised cost  —  — 
   Other gains or (-) losses  1,848  (12) 
Gains or losses on non-trading financial assets and liabilities mandatorily at fair value
 through profit or loss  27  215 
   Reclassification of financial assets from fair value with changes in other comprehensive income  —  — 
   Reclassification of financial assets from amortised cost  —  — 
   Other gains or (-) losses  27  215 
Gain or losses on financial assets and liabilities measured at fair value through profit or loss, net  (129)  (207) 
Gain or losses from hedge accounting, net  (26)  (26) 
Exchange differences, net  (1,335)  191 
Other operating income  765  855 
Other operating expenses  (1,122)  (1,136) 
Income from assets under insurance and reinsurance contracts  715  1,630 
Expenses from liabilities under insurance and reinsurance contracts  (631)  (1,590) 
Total income  22,268  24,436 
Administrative expenses  (9,288)  (10,110) 
   Staff costs  (5,470)  (6,080) 
   Other general and administrative expenses  (3,818)  (4,030) 
Depreciation and amortisation  (1,419)  (1,477) 
Provisions or reversal of provisions, net  (614)  (1,916) 
Impairment or reversal of impairment at financial assets not measured at fair value
 through profit or loss, net  (7,030)  (4,368) 
   Financial assets at fair value through other comprehensive income  (3)  (6) 
   Financial assets at amortised cost 5  (7,027)  (4,362) 
Impairment of investments in subsidiaries, joint ventures and associates, net  —  — 
Impairment on non-financial assets, net  (10,241)  (27) 
   Tangible assets  (93)  (19) 
   Intangible assets  (10,146)  (2) 
   Others  (2)  (6) 
Gain or losses on non financial assets and investments, net  27  250 
Negative goodwill recognised in results  6  — 
Gains or losses on non-current assets held for sale not classified as discontinued operations 6  (119)  (257) 
Operating profit/(loss) before tax  (6,410)  6,531 
Tax expense or income from continuing operations  (3,928)  (2,449) 
Profit for the period from continuing operations  (10,338)  4,082 
Profit or loss after tax from discontinued operations  —  — 
Profit for the period  (10,338)  4,082 
Profit attributable to non-controlling interests  460  851 
Profit attributable to the parent  (10,798)  3,231 
Earnings per share 3
Basic  (0.67)  0.18 
Diluted  (0.67)  0.18 

(*) Presented for comparison purposes only (see Note 1.e). 

The accompanying explanatory Notes 1 to 17 are an integral part of the condensed consolidated income statement for the first six months 
ended 30 June 2020.

3



Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the Group in Spain (see 
Notes 1 and 17). In the event of a discrepancy, the Spanish-language version prevails.

SANTANDER GROUP

CONDENSED CONSOLIDATED STATEMENTS OF RECOGNISED INCOME AND EXPENSE 
FOR THE FIRST SIX MONTHS ENDED 30 JUNE 2020 AND 2019

(Million euros)

Note 01-01-2020 to 
30-06-2020

01-01-2019 to 
30-06-2019 (*)

CONSOLIDATED PROFIT FOR THE PERIOD  (10,338)  4,082 

OTHER RECOGNISED INCOME AND EXPENSE  (7,184)  891 
Items not reclassified to profit or loss  (696)  (708) 
Actuarial gains and losses on defined benefit pension plans 11  204  (833) 
Non-current assets held for sale  —  — 
Other recognised income and expense of investments in subsidiaries, joint ventures and associates  (7)  — 
Changes in the fair value of equity instruments measured at fair value through other
comprehensive income  (880)  (21) 
Gains or losses resulting from the accounting for hedges of equity instruments measured at fair value 
through other comprehensive income, net  —  — 

Changes in the fair value of equity instruments measured at fair value through
 other comprehensive income (hedged item)  12  — 
Changes in the fair value of equity instruments measured at fair value through
 other comprehensive income (hedging instrument)  (12)  — 

Changes in the fair value of financial liabilities at fair value through profit or loss attributable
 to changes in credit risk  65  (120) 
Income tax relating to items that will not be reclassified  (78)  266 
Items that may be reclassified to profit or loss  (6,488)  1,599 
Hedges of net investments in foreign operations (effective portion) 11  2,524  (762) 

Revaluation gains (losses)  2,524  (762) 
Amounts transferred to income statement  —  — 
Other reclassifications  —  — 

Exchanges differences 11  (9,499)  937 
Revaluation gains (losses)  (9,499)  937 
Amounts transferred to income statement  —  — 
Other reclassifications  —  — 

Cash flow hedges (effective portion)  774  127 
Revaluation gains (losses)  3,070  260 
Amounts transferred to income statement  (2,296)  (133) 
Transferred to initial carrying amount of hedged items  —  — 
Other reclassifications  —  — 

Hedging instruments (items not designated)  —  — 
Revaluation gains (losses)  —  — 
Amounts transferred to income statement  —  — 
Other reclassifications  —  — 

Debt instruments at fair value with changes in other comprehensive income  (82)  1,891 
Revaluation gains (losses)  272  2,131 
Amounts transferred to income statement  (727)  (240) 
Other reclassifications  373  — 

Non-current assets held for sale  —  — 
Revaluation gains (losses)  —  — 
Amounts transferred to income statement  —  — 
Other reclassifications  —  — 

Share of other recognised income and expense of investments  (212)  42 
Income tax relating to items that may be reclassified to profit or loss  7  (636) 
Total recognised income and expenses  (17,522)  4,973 
Attributable to non-controlling interests  (255)  994 
Attributable to the parent  (17,267)  3,979 

(*) Presented for comparison purposes only (see Note 1.e). 

The accompanying explanatory Notes 1 to 17 are an integral part of the condensed consolidated statement of recognised income and 
expense for the first six months ended 30 June 2020.
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the 
Group in Spain (see Notes 1 and 17). In the event of a discrepancy, the Spanish-language version prevails.

SANTANDER GROUP

 CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN TOTAL EQUITY  
FOR THE FIRST SIX MONTHS ENDED 30 JUNE 2020 AND 2019

(Million  euros)

Capital
Share 

premium

Equity 
instruments 
issued (not 

capital)
Other equity 
instruments

Accumulated 
retained 
earnings

Revaluation 
reserves

Other 
reserves

(-)
 Own 
shares

Profit 
Attributable to 
shareholders 
of the parent

(-)
 Interim 

dividends

Other 
comprehensive 

income

Non-Controlling interest

Total

Other 
comprehensive 

income
Other 
items

Balance as at 31-12-2019 (*)  8,309  52,446  598  146  61,028  —  (3,110)  (31)  6,515  (1,662)  (24,168)  (982)  11,570  110,659 
Adjustments due to errors  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Adjustments due to changes in
 accounting policies  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Opening balance as at 01-01-2020 (*)  8,309  52,446  598  146  61,028  —  (3,110)  (31)  6,515  (1,662)  (24,168)  (982)  11,570  110,659 
Total recognised income and expense  —  —  —  —  —  —  —  —  (10,798)  —  (6,469)  (715)  460  (17,522) 
Other changes in equity  —  —  13  26  6,566  —  (598)  (34)  (6,515)  —  —  —  (736)  (1,278) 
Issuance of ordinary shares  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Issuance of preferred shares  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Issuance of other financial instruments  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Maturity of other financial instruments  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Conversion of financial liabilities into equity  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Capital reduction  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Dividends  —  —  —  —  —  —  —  —  —  —  —  —  (279)  (279) 
Purchase of equity instruments  —  —  —  —  —  —  —  (454)  —  —  —  —  —  (454) 
Disposal of equity instruments  —  —  —  —  —  —  1  420  —  —  —  —  —  421 
Transfer from equity to liabilities  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Transfer from liabilities to equity  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Transfers between equity items  —  —  —  —  6,566  —  (51)  —  (6,515)  —  —  —  —  — 
Increases (decreases) due to
business combinations  —  —  —  —  —  —  —  —  —  —  —  —  4  4 
Share-based payment  —  —  —  (56)  —  —  —  —  —  —  —  —  —  (56) 
Others increases or (-) decreases of the equity  —  —  13  82  —  —  (548)  —  —  —  —  —  (461)  (914) 
Balance as at 30-06-2020  8,309  52,446  611  172  67,594  —  (3,708)  (65)  (10,798)  (1,662)  (30,637)  (1,697)  11,294  91,859 

(*) Presented for comparison purposes only (see Note 1.e). 

The accompanying explanatory Notes 1 to 17 are an integral part of the condensed consolidated statement of changes in total equity 
for the first six months ended 30 June 2020.
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the 
Group in Spain (see Notes 1 and 17). In the event of a discrepancy, the Spanish-language version prevails.

SANTANDER GROUP

 CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN TOTAL EQUITY 
FOR THE FIRST SIX MONTHS ENDED 30 JUNE 2020 AND 2019

(Million euros)

Capital
Share 

premium

Equity 
instruments 
issued (not 

capital)
Other equity 
instruments

Accumulated 
retained 
earnings

Revaluation 
reserves

Other 
reserves

(-)
 Own 
shares

Profit 
Attributable to 
shareholders 
of the parent

(-)
 Interim 

dividends

Other 
comprehensive 

income

Non-Controlling interest

Total

Other 
comprehensive 

income
Other 
items

Balance as at 31-12-2018 (*)  8,118  50,993  565  234  56,756  —  (3,567)  (59)  7,810  (2,237)  (22,141)  (1,292)  12,181  107,361 
Adjustments due to errors  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Adjustments due to changes
 in accounting policies  —  —  —  —  —  —  1,593  —  —  —  (1,984)  —  —  (391) 
Opening balance as at 01-01-2019 (*)  8,118  50,993  565  234  56,756  —  (1,974)  (59)  7,810  (2,237)  (24,125)  (1,292)  12,181  106,970 
Total recognised income and expense  —  —  —  —  —  —  —  —  3,231  —  748  143  851  4,973 
Other changes in equity  —  —  16  (79)  4,293  —  (135)  47  (7,810)  2,237  —  —  (527)  (1,958) 
Issuance of ordinary shares  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Issuance of preferred shares  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Issuance of other financial instruments  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Maturity of other financial instruments  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Conversion of financial liabilities into equity  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Capital reduction  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Dividends  —  —  —  —  (1,055)  —  —  —  —  —  —  —  (592)  (1,647) 
Purchase of equity instruments  —  —  —  —  —  —  —  (522)  —  —  —  —  —  (522) 
Disposal of equity instruments  —  —  —  —  —  —  (6)  569  —  —  —  —  —  563 
Transfer from equity to liabilities  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Transfer from liabilities to equity  —  —  —  —  —  —  —  —  —  —  —  —  —  — 
Transfers between equity items  —  —  —  —  5,348  —  225  —  (7,810)  2,237  —  —  —  — 
Increases (decreases) due to 
business combinations  —  —  —  —  —  —  —  —  —  —  —  —  81  81 
Share-based payment  —  —  —  (77)  —  —  —  —  —  —  —  —  —  (77) 
Others increases or (-) decreases of the equity  —  —  16  (2)  —  —  (354)  —  —  —  —  —  (16)  (356) 
Balance as at 30-06-2019 (*)  8,118  50,993  581  155  61,049  —  (2,109)  (12)  3,231  —  (23,377)  (1,149)  12,505  109,985 

(*) Presented for comparison purposes only (see Note 1.e). 

The accompanying explanatory Notes 1 to 17 are an integral part of the condensed consolidated statement of changes in total equity 
for the first six months ended 30 June 2020.
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the Group in Spain (see Notes 1 
and 17). In the event of a discrepancy, the Spanish-language version prevails.

SANTANDER GROUP

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
FOR THE FIRST SIX MONTHS ENDED 30 JUNE 2020 AND 2019

(Million  euros)

Note 30-06-2020 30-06-2019 (*)
A. CASH FLOWS FROM OPERATING ACTIVITIES  45,068  (1,700) 
Profit for the period  (10,338)  4,082 
Adjustments made to obtain the cash flows from operating activities  24,498  12,166 
Depreciation and amortisation cost  1,419  1,477 
Other adjustments  23,079  10,689 
Net increase/(decrease) in operating assets  116,992  51,210 
Financial assets held-for-trading  23,047  9,023 
Non-trading financial assets mandatorily at fair value through profit or loss  1,093  (5,551) 
Financial assets at fair value through profit or loss  31,872  15,595 
Financial assets at fair value through other comprehensive income  6,719  (6,895) 
Financial assets at amortised cost  49,175  36,158 
Other operating assets  5,086  2,880 
Net increase/(decrease) in operating liabilities  148,123  34,238 
Financial liabilities held-for-trading  25,175  3,370 
Financial liabilities designated at fair value through profit or loss  1,171  (9,604) 
Financial liabilities at amortised cost  124,835  44,787 
Other operating liabilities  (3,058)  (4,315) 
Income tax recovered/(paid)  (223)  (976) 
B. CASH FLOWS FROM INVESTING ACTIVITIES  (2,845)  (1,647) 
Payments  4,664  4,617 
Tangible assets 7  2,538  4,053 
Intangible assets  609  499 
Investments  466  7 
Subsidiaries and other business units 2  1,051  58 
Non-current assets held for sale and associated liabilities  —  — 
Other payments related to investing activities  —  — 
Proceeds  1,819  2,970 
Tangible assets 7  875  929 
Intangible assets  —  — 
Investments  29  363 
Subsidiaries and other business units  526  85 
Non-current assets held for sale and associated liabilities 6  389  1,593 
Other proceeds related to investing activities  —  — 
C. CASH FLOW FROM FINANCING ACTIVITIES  (1,858)  (6,299) 
Payments  4,210  7,915 
Dividends 3  —  2,110 
Subordinated liabilities  2,089  4,137 
Redemption of own equity instruments  —  — 
Acquisition of own equity instruments  454  522 
Other payments related to financing activities  1,667  1,146 
Proceeds  2,352  1,616 
Subordinated liabilities  1,853  1,056 
Issuance of own equity instruments 11  —  — 
Disposal of own equity instruments  421  560 
Other proceeds related to financing activities  78  — 
D. EFFECT OF FOREIGN EXCHANGE RATE DIFFERENCES  (3,166)  87 
E. NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS  37,199  (9,559) 
F. CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD  101,067  113,663 
G. CASH AND CASH EQUIVALENTS AT END OF PERIOD  138,266  104,104 
COMPONENTS OF CASH AND CASH EQUIVALENTS AT END OF PERIOD
Cash  7,002  7,606 
Cash equivalents at central banks  114,253  80,471 
Other financial assets  17,011  16,027 
Less: Bank overdrafts refundable on demand  —  — 
TOTAL CASH AND CASH EQUIVALENTS AT END OF PERIOD  138,266  104,104 
In which: restricted cash  —  — 

(*) Presented for comparison purposes only (see Note 1.e). 

The accompanying explanatory Notes 1 to 17 are an integral part of the condensed consolidated statement of cash flows for the first six months 
ended 30 June 2020.
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Translation of interim condensed consolidated financial statements originally issued in Spanish and prepared in accordance with the regulatory financial reporting framework applicable to the 
Group in Spain (see Notes 1 and 17). In the event of a discrepancy, the Spanish-language version prevails.

Banco Santander, S.A. and Companies composing Santander Group

Explanatory notes to the interim condensed consolidated financial statements for the first six months ended 30 June 2020 

1.    Introduction, basis of presentation of the interim condensed consolidated financial statements and other information

a)    Introduction

Banco Santander, S.A. (“Bank” or “Banco Santander”) is a private-law entity subject to the rules and regulations applicable to 
banks operating in Spain. The Bylaws and other public information of the Bank can be consulted at its registered office at Paseo 
de Pereda 9-12, Santander.

In addition to the operations carried on directly by it, the Bank is the head of a group of subsidiaries that engage in various 
business activities and which compose, together with it, Santander Group (“Group” or “Santander Group”). 

The Group's interim condensed consolidated financial statements for the first six months ended 30 June 2020 (“interim financial 
statements”) were authorised by the Group's directors at the board of directors meeting held on 28 July 2020. The Group’s 
consolidated annual accounts for year 2019 were approved by the shareholders at the Bank’s annual general meeting on 3 April 
2020.

b)    Basis of presentation of the interim financial statements

Under Regulation (EC) no. 1606/2002 of the European Parliament and of the Council of 19 July 2002, all companies governed by 
the law of an EU Member State and whose securities are admitted to trading on a regulated market of any Member State must 
prepare their consolidated annual accounts for the years beginning on or after 1 January 2005 in accordance with the 
International Financial Reporting Standards (“IFRSs”) as previously adopted by the European Union (“EU-IFRSs”). In order to adapt 
the accounting system of Spanish credit institutions to these standards, the Bank of Spain issued Circular 4/2004, of 22 
December, on Public and Confidential Financial Reporting Rules and Formats, which was repealed on 1 January 2018 by Bank of 
Spain Circular 4/2017, of 27 November 2017, and subsequent modifications.

The consolidated annual accounts for 2019 were approved at the board of directors meeting on 27 February 2020 in compliance 
with International Financial Reporting Standards as adopted by the European Union, taking into account Bank of Spain Circular 
4/2017, and subsequent modifications, using the basis of consolidation, accounting policies and measurement bases described in 
Note 2 to the aforementioned consolidated annual accounts and, accordingly, they presented fairly the Group’s consolidated 
equity and consolidated financial position at 31  December 2019 and the consolidated results of its operations, and the 
consolidated cash flows in 2019. The aforementioned consolidated annual accounts, which are included in the Group’s Form 20-F 
filed with the U.S. Securities and Exchange Commission on 6 March 2020, and these interim financial statements are also in 
compliance with International Financial Reporting Standards as issued by the International Accounting Standards Board (“IFRS-
IASB”, and together with EU-IFRS, “IFRS”).

These interim financial statements were prepared and are presented in accordance with International Accounting Standard (IAS 
34), Interim Financial Reporting, for the preparation of interim condensed financial statements, in conformity with Article 12 of 
Royal Decree 1362/2007, and taking into account the requirements of Circular 3/2018, of 28 June, of the Spanish National 
Securities Market Commission (“CNMV”). The aforementioned interim financial statements were included in the half-year 
financial report for the first six months of 2020 to be presented by the Group in accordance with the Circular 3/2018.

In accordance with IAS 34, the interim financial statements are intended only to provide an update on the content of the latest 
consolidated annual accounts authorised for issue, focusing on new activities, events and circumstances occurring during the first 
six months, and does not duplicate information previously reported in the latest consolidated annual accounts. Consequently, 
these interim financial statements do not include all the information that would be required for a complete set of consolidated 
annual accounts prepared in accordance with IFRSs and, accordingly, for a proper comprehension of the information included in 
these interim financial statements, they should be read together with the Group’s consolidated annual accounts for the year 
ended 31 December 2019.

Santander Group policies include presenting the interim financial statements for its use in the different markets using the Euro as 
its presentation currency. The amounts held in other currencies and the balances of entities whose functional currency is not the 
Euro, have been translated to the presentation currency in accordance with the criteria indicated in Note 2.a to the consolidated 
annual accounts for 2019. As indicated in that Note, for practical reasons, the balance sheet amount has been converted to the 
closing exchange rate, the equity to the historical type, and the income and expenses have been converted by applying the 
average exchange rate of the period; the application of such exchange rate or that corresponding to the date of each transaction 
does not lead to significant differences in the interim financial statements of the Group.
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The accounting policies and methods used in preparing these interim financial statements are the same as those applied in the 
consolidated annual accounts for 2019, taking into account the standards and interpretations that became applicable during the  
first six months of  2020, which are detailed below:

- Modification of IFRS conceptual framework: The IFRS Framework, which sets out the fundamental concepts of financial 
reporting, is amended. The revised Framework includes: a new chapter about measurement; guidance on financial reporting; 
improved definitions, in particular the definition of liabilities; and clarifications such as management functions, prudence and 
measurement uncertainty in financial reporting.  

-  Modification of IAS 1 Presentation of financial statements and IAS 8 Accounting policies, changes in accounting estimates and 
errors, which use a consistent definition of materiality, for the purpose of making material judgements and deciding on the 
information to be included in the financial statements.

-  Modification of IFRS 3 Business combinations - amendments are introduced. The amendments are intended to assist entities to 
determine whether a transaction should be accounted for as a business combination or as an asset acquisition. IFRS 3 continues 
to adopt a market participant’s perspective to determine whether an acquired set of activities and assets is a business. The 
amendments are mainly due to: clarify the minimum requirements for a business; remove the assessment of whether market 
participants are capable of replacing any missing elements; add guidance to help entities assess whether an acquired process is 
substantive; narrow the definitions of a business and of outputs; and introduce an optional fair value concentration test.  

The aforementioned amendments to accounting standards and interpretations have not had a significant effect on the Group’s 
financial statements. 

All accounting policies and measurement bases with a material effect on the interim financial statements for 30 June 2020 were 
applied in their preparation. 

By the time of the preparation and authorisation of these interim financial statements, there was the following standard to be 
adopted by the European Union whose effective date of implementation by the IASB is 1 January  2020. 

- Modification of IFRS 16 Leases - amendments are introduced. The amendment provides a practical expedient that permits 
leases not to assess whether rent concessions that occur as a direct consequence of the COVID-19 pandemic and meet specific 
conditions are lease modifications and, instead, to account for those rent concessions as if they were not lease modifications. 
The effective date of entry into force of this amendment is 1 June 2020, allowing early implementation.

No significant effects on the Group's interim financial statements are expected from the future application of the aforementioned 
amendments to the accounting standard.

c)     Use of critical estimates

The consolidated results and the determination of the consolidated equity are sensitive to the accounting principles and policies, 
valuation criteria and estimates used by the directors of the Bank in preparing the interim financial statements. The main 
accounting principles, policies, and valuation criteria are indicated in Note 2 of the consolidated annual accounts of the year 2019, 
except for those indicated in these interim financial statements due to the rules that have come into effect during the first six 
months of the year 2020.

The interim financial statements contain estimates made by the senior management of the Bank and of the consolidated entities 
in order to quantify certain of the assets, liabilities, income, expenses and obligations reported herein. These estimates, which 
were made on the basis of the best information available, relate mainly to the following:

1. The income tax expense, which, in accordance with IAS 34, is recognised in interim periods based on the best estimate of the 
weighted average tax rate expected by the Group for the full financial year; 

2. The impairment losses on certain assets – Financial assets at fair value through other comprehensive income, financial assets 
at amortised cost, non-current assets held for sale, investments in subsidiaries, joint ventures and associates, tangible assets 
and intangible assets;

3. The assumptions used in the calculation of the post-employment benefit liabilities and commitments and other obligations;
4. The useful life of the tangible and intangible assets;
5. The measurement of goodwill impairment arising on consolidation; 
6. The calculation of provisions and the consideration of contingent liabilities;
7. The fair value of certain unquoted assets and liabilities; 
8. The recoverability of deferred tax assets; and
9. The fair value of the identifiable assets acquired and the liabilities assumed in business combinations in accordance with 

IFRS3.
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To update the above estimates, the Group's management has considered that since March 2020, COVID-19, a new strain of 
Coronavirus, has spread to many countries, including Spain. This event has resulted the viral outbreak to be classified as a 
pandemic by the World Health Organization, which significantly affects economic activity worldwide and, as a result, the Group's 
operations and financial results. While there has been a worsening of the macroeconomic outlook to date, the extent to which 
COVID-19 will ultimately impact the Group's results will depend on future developments, including actions to contain or treat the 
disease and mitigate its impact on the economies of the affected countries, which generate uncertainties in the Group’s 
estimates. For this reason, the Group's management has assessed the current situation according to the best information 
available, then developing the potential impacts of COVID-19 on the estimates made during the first six months ended 30 June 
2020. From the results of this evaluation, the following aspects stand out: 

-  Estimation of expected credit losses: 

Context

The COVID-19 health crisis has been unexpected, unpredictable and severe, but it is estimated to be of a limited temporary 
nature. The Group's priority in these circumstances has been to look after the health of its employees, customers and 
shareholders, but also to help reduce the economic impact that the coronavirus pandemic may have. This includes trying to 
offer the best solutions to help individual customers and businesses.

Conceptually, the phases in managing the effects of COVID-19 have been:
– Identification of customers or groups affected or potentially affected by the pandemic.
– Early relief of temporary financial difficulties caused by COVID-19 through measures promoted by governments, central 

banks, and financial institutions.
– Monitoring the evolution of customers, to ensure that they continue to be provided with the best solution for their situation, 

and also to guarantee that their potential impairment is correctly reflected in the Group's risk management and accounting.
– Monitoring is accompanied by recovery management activities when necessary.

These conceptual phases do not occur sequentially but overlap in time. Additionally, the continuous interaction and 
coordination between the different local units of the Group is proving to be a fundamental asset in the management of this 
crisis. The experience obtained in the fight against the health crisis and its financial consequences in our different geographies, 
and the different speeds at which it has been developing in each of them, allow us to share the best practices identified and to 
implement in an agile and efficient manner those strategies and concrete actions that have been most successful, always 
adapted to the local reality of each market.

Measures to support the economy

In accordance with the comments made earlier regarding the relief of our clients' temporary financial difficulties caused by the 
pandemic, the Group has adopted measures to foster the economic resilience of our clients during the crisis in all regions. The 
most outstanding of these include the following:

– Providing liquidity and credit facilities to companies facing difficulties.
– Facilitate grace periods or moratoriums in many of their markets.
– Temporary option to increase the limit on credit cards and overdrafts.
– Support vulnerable customers (elderly, SMEs, etc.) by being proactive and trying to cover their needs.
– Temporary reduction or suspension of commissions (when withdrawing money from ATMs, on interest-free online 

purchases, on bank transfers...).
– Guaranteeing COVID-19 coverage in health insurance.
– Specialized teams to advise clients in financial difficulties.

Regarding specific liquidity measures, shortages or moratoriums, the Group has implemented a series of support programmes 
in accordance with the guidelines set by regulatory and supervisory authorities, as well as by governments, central banks and 
supranational entities. The main objective is to mitigate the temporary impact on the activity of our customers, since the 
absence of appropriate measures and their adequate prudential and accounting treatment could worsen the economic 
consequences of the crisis, generating procyclical effects that would lengthen its duration and impact.

The different measures offered can be grouped into the following categories:

– Government liquidity measures: Generally speaking, these are lending facilities provided by the bank to legal entities, which 
have government guarantees on a specific percentage of the exposure generated in the event of default. Examples of this 
type of measure include ICO (Instituto de Crédito Oficial) loans in Spain or the Paycheck Protection Program (PPP) in the 
United States.

– Government moratorium measures: In this case, the government authorities define a series of requirements, which, in the 
event that they are met by the beneficiary, involve the granting of moratoriums by the bank on the payment of capital and/
or interest on the various credit operations that customers may have contracted. The specific characteristics of these 
programs vary depending on how they are defined by the national governments of the countries in which the Group 
operates. The criteria used to grant these loans also depend on the requirements established by the authorities of each 
country in accordance with the legislation in force in each case.
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– Internal/sectoral moratorium measures: This is, broadly speaking, the granting of moratoriums by the bank on the payment 
of capital and/or interest on the various credit operations that customers may have contracted. In this case, the specific 
characteristics of these measures, in terms of terms, amounts, etc., vary according to each geography, product or customer 
segment in order to adapt them as best as possible to the reality of the local market and its regulation, as well as to the 
needs of the customer and the product contracted. In many cases, the general conditions of application have been agreed 
on a sectoral basis, for example through the national banking associations. 

– Other internal measures: This category includes all those measures not included in the previous sections.

The Group has helped  customers through the various liquidity programmes, government guarantees, moratoriums and others. 
The details and magnitude of these measures and their main characteristics can be consulted in section "COVID-19 pandemic 
implications".

Estimation of expected loss

In the context described in the previous sections, many regulators and supervisors have highlighted the uncertainties 
surrounding the economic impacts of the health crisis. This is also evident in the frequent updates of macroeconomic forecasts, 
with different perspectives and views on the depth and duration of the crisis. Thus, the guidance (including IASB, ESMA, EBA 
and ECB) does not set a mechanistic approach to estimating expected credit losses under IFRS 9, in order to prevent this 
variability in economic conditions from translating into undesired volatility in results, with its potential pro-cyclical effects on 
the economy.

Thus, the Group analyses losses under IFRS 9 on the basis of three types of elements:

1. Continuous monitoring of customers

Monitoring the credit quality of customers may be more complex in the current circumstances, in the absence of certain 
contractual payments on transactions subject to a moratorium. To this end, and in addition to the application of internal 
customer monitoring policies, all available information should be used. The availability of information and its relevance is 
different in the various portfolios of the different countries in which the Group operates, but it may include, but is not 
limited to the following:

– The payment of interest in the case of principal-only shortfalls.
– The payment of other operations of the same client in the institution (not subject to moratorium).
– Information on payment of loans in other entities (through credit bureaus).
– Customer financial information: average balances in current accounts, availability/use of limits, etc.
– Available behavioural elements (variables that feed the behavioural scores, etc.)
– Information gathered from customer contacts (surveys, calls, questionnaires, etc.). This may include: customers who 

have taken up furlough programs, direct government aid, etc.

2.    Forward-looking vision

As reflected by the IASB, macroeconomic uncertainty makes the usual application of IFRS9 expected loss calculation models 
difficult but does not exempt the incorporation of the prospective feature of the standard. To this end, the European Central 
Bank has recommended the use of a stable, long-term view (long-run) of the macroeconomic forecasts, which takes into 
account in the assessment the multiple support measures explained above.

Santander Group uses macroeconomic scenarios in its strategic and budgetary processes. For the purposes of estimating 
provisions under IFRS9, in accordance with the regulatory recommendations, the long-run view consistent with these 
scenarios was used. This long-run vision is generated through a stable long-term perspective, reflecting the structural 
impairment caused by the pandemic. For this propuse, the movement when the macro, represented by the GDP, recovers its 
average trend is analysed for each geography, taking into account seasonal factors applicable to each economy.

3.   Additional elements 

Additional elements will be required when necessary because they have not been captured under the two previous 
elements. This includes, among others, the analysis of sectors most affected by the pandemic if their impacts are not 
sufficiently captured by the macroeconomic scenarios. Also collective analysis techniques, when the potential impairment 
in a group of clients cannot be identified individually.

With the elements indicated above, the Group evaluates in each of the geographical areas the evolution of the credit quality of 
its customers, for the purposes of their classification in the Group's financial statements.
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In terms of classification, the Group has generally maintained the criteria and thresholds for classification during the pandemic, 
incorporating the regulatory interpretations of the effect of moratoria on classification (in particular, the European Banking 
Authority's 'Guidelines on legislative and non-legislative moratoria on loan repayments applied in COVID-19 crisis'). In this way, 
moratoriums that meet the specifications of these guidelines are not considered as automatic indicators for identifying these 
contractual changes as forbearances or classifying them in stage 2. However, this does not exempt the rigorous application of 
IFRS9 in the monitoring of costumer credit quality and, using individual or collective analysis techniques, the timely detection of 
significant increases in risk in certain transactions or groups of transactions.

Details of the exposure by stage can be found in Note 5 in this interim condensed consolidated financial statement. This note 
shows the levels of provisions for the first six months, which amount to EUR 7,027 million, including the provisions to cover the 
impact to date on expected losses resulting from the pandemic.

- Liabilities and commitments for post-employment compensation and other obligations: considering the long-term nature of 
these commitments, the valuation and main hypothesis-setting criteria are maintained for recording and accounting for post-
employment and long-term commitments except for Spain, which has updated its estimates with new mortality tables. On the 
other hand, eligible assets are quantified at market value and the reference discount rate to determine the value of the 
obligation continues to be the interest rate of corporate bonds with high credit ratings at the accounting reference date 
consistent with the duration of the obligations, although the high volatility of the spreads corresponding to said bonds in the 
last days of the first six months has been taken into account.

-  Useful life of tangible and intangible assets: based on the type of Group's assets, there have been no significant changes in the 
estimates of useful life made at the end of 2019 due to COVID-19. 

-  Goodwill: The accounting standard (IAS 36) requires that a cash‑generating unit (“CGU”) to which goodwill has been allocated is 
tested for impairment annually, and whenever there is an indication that the goodwill may be impaired.

The Group’s impairment test in respect of goodwill allocated to each CGU is performed annually. Nevertheless, a review for 
indicators of impairment is undertaken at each quarter-end. Having considered the reasons explained below, an interim 
impairment test has been performed at 30 June 2020 for all certain CGUs.

The standard establishes a minimum of indicators in assessing whether there is any indication, so even though there is still high 
uncertainty about how the crisis is going to impact the economies of some of our subsidiaries, the Group considers the 
circumstances described below as indications of impairment:

• Current changes in the economic environment where a decrease of the GDP is expected in most countries and its recovery 
will take 2 or 3 years. The evolution forecasted by the different national and international organisms for 2020 magnitudes 
such as GDP, unemployment rate, credit portfolios growth, etc. are negative and the recovery of these economies, will be 
less steep and at a slower pace than its fall.

• The uncertainty in the macroeconomic situation also causes higher expected returns, and market premiums increase 
significantly. As a result of the higher cost of capital, the discount rates applied to the cash flows are higher (rates reflect 
the risk associated to the current environment), which result in a lower value in use.

• Additionally, the Group is already observing budget deviations in some of the subsidiaries due to the current 
macroeconomic outlook, which also negatively affect the future cash flows.

Considering these trigger events, as of 30 June 2020 the Group has performed its impairment test. In relation with goodwill 
assessment (i.e. a potential reduction in its recoverable value to below its carrying amount), during the first six months of 2020 
the Group recognised goodwill impairment losses amounting to EUR 10,100  million under the heading Impairment on non-
financial assets, net - Intangible assets of the condensed consolidated income statement (see Note 8.a).

- Provisions and contingent liabilities: the Group's management, after its analysis, has concluded that there have been no 
significant changes in the estimates made at the end of the 2019 fiscal year in relation to the probability of the obligations that 
the Group has to meet at 30 June 2020 due to the situation produced to date by COVID-19. 

-  Market risk: the pressures observed in the financial markets during the first semester of 2020 did not have a significant impact 
in terms of valuation, impairment or allocation of levels for the Group's portfolios, considering, the typology of the Group's 
products, the low complexity of the portfolios, the decrease in volatility and credit spreads in the second quarter and the 
observability of the price sources used. 
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There is currently no significant reduction in observables price from sources used for the valuation of financial instruments, 
although there is still some widening of the price ranges and some dispersion among the various contributors. Therefore, it has 
meant that no significant worsening of the observable conditions has been detected in the inputs used for the valuation of 
portfolio financial instruments, nor less access to price contributors and real market operations. Consequently, considering the 
composition of the Group's portfolios, the impact on the fair value hierarchy has been reduced and most markets and terms 
have maintained their classifications according to our observability and significance criteria. Given the low market complexity as 
a general rule of our portfolios, and despite certain increases in valuation adjustments to adequately reflect their fair value in a 
still volatile environment, there have been no significant reclassifications between levels. The Group continues to monitor the 
evolution of the markets, their liquidity and the observability conditions of the valuation inputs in order to apply the criteria 
established in the Group for the levelling of assets and liabilities measured at fair value. 

The risk levels measured in terms of VaR for all Group's units are at historically low levels. During the first quarter of the year, 
and despite a general reduction in positions in a context of high volatility, there was a certain one-off increase in VaR as a result 
of the use of the Weighted VaR methodology, which assigns greater weight to the most recent market scenarios. However, the 
return to normal market conditions in recent months and the maintenance of reduced positions in most trading portfolios has 
enabled that at the end of the second quarter risk exposure is at historically low levels of approximately EUR 10 million (VaR 1d 
99%). 

-  Deferred tax assets: the Group has reassessed the ability to generate future taxable income in relation to the recoverability of 
deferred tax assets recorded in the main Group companies. Management considers that the recovery period of these assets 
would not be affected and that it is not necessary to make adjustments to the deferred tax assets recognised in the Group on 
the basis of the results of the analyses performed, except in Spain, where the Group considers that the changes in the key 
assumptions on which the projected results of its tax group are based, arising from the impact of COVID-19 according to the 
circumstances described in the previous section related to goodwill, have resulted in the recognition of an impairment of EUR 
2,500  million of deferred tax assets under tax income in the income statement, maintaining a maximum 15 year period of 
recoverability of the deferred tax assets recognised at 30 June 2020. 

During the first six months ended 30 June 2020, there have been no additional significant changes in the estimates made at the 
end of 2019, other than those indicated in this interim financial information.

d)    Contingent assets and liabilities

Note 2.o to the Group's consolidated annual accounts for the year ended 31  December 2019 includes information on the 
contingent assets and liabilities at that date. There were no significant changes in the Group’s contingent assets and liabilities 
from 31 December 2019 to the date of formal preparation of these interim financial statements.

e)   Comparative information

The information for the year 2019 contained in these interim financial statements is only presented for comparison purposes 
with the information relating to the first six months ended 30 June 2020.

Based on the meeting held on 3 March 2020 by the International Financial Reporting Interpretations Committee (IFRIC), the 
Group changed its accounting policy in relation to the presentation of exchange differences and the effects of hyperinflation of 
operations generated in Argentina, what has led to a reclassification of EUR -1,984  million at 1 January 2019 from “Other 
reserves” to “Other comprehensive income”, relating to the accrued amount of exchange rate differences arising from foreign 
operations in a hyperinflationary economy and the amount relating to the adjustment of the Argentine companies’ carrying costs 
reflecting the changes in the purchasing power of the currency due to inflation. For the purpose of its comparability, the Group 
has restated at 30 June 2020 and 31 December 2019, EUR -1,952 million and EUR -2,136 million, respectively. This change on its 
accounting policy and its consequent restatement between different equity items has no impact on the Group's total equity.

In order to interpret the changes in the balances with respect to 31 December 2019, it is necessary to take into consideration the 
exchange rate effect arising from the volume of foreign currency balances held by the Group in view of its geographic diversity 
(Note 51.b to the consolidated annual accounts for the year ended 31  December 2019) and the impact of the appreciation/
depreciation of the various currencies against the euro in the first six months of 2020: Mexican peso (-18.26%), US dollar 
(-0.20%), Brazilian real (-26.70%), Argentine peso (-15.19%), Pound sterling (-6.47%), Chilean peso (-8.38%) and Polish zloty 
(-4.20%); as well as the evolution of the average exchange rates between comparable periods: Mexican peso (-7.45%), US dollar 
(2.11%), Brazilian real (-16.29%), Argentine peso (-13.66%), Pound sterling (1.25%), Chilean peso (-12.83%) and Polish zloty 
(-2.34%).

f)     Seasonality of the Group’s transactions

The business activities carried on by the Group entities, and their transactions are not cyclical or seasonal in nature. Therefore, no 
specific disclosures are included in these explanatory notes to the interim financial statements for the  first six months ended 30 
June 2020.
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g)    Materiality

In determining the note disclosures to be made on the various items in the interim financial statements or other matters, the 
Group, in accordance with IAS 34, took into account their materiality in relation to the interim financial statements for the first six 
months ended 30 June 2020.

h)    Events after the reporting period 

From 1 July 2020 until the approval date of the interim financial statements for the first six months ended 30 June 2020, no 
significant events other than those indicated in the interim financial statements have occurred.

i)      Other information

United Kingdom Referendum 

31 January 2020 the United Kingdom ceased to be a member of the European Union . The UK and the European Union agreed 
withdrawal terms which establish a transition period until 31 December 2020. During the transition period (i) the United Kingdom 
will be treated as if it were still a member of the European Union for trading purposes, (ii) European Union legislation will 
continue to apply in the United Kingdom and (iii) negotiations on a trade agreement will be conducted, as well as on the extent of 
legislative and regulatory convergence and regulatory cooperation. The European Union will also carry out regulatory 
equivalence assessments for financial services. Such assessments, even if positive, do not guarantee that equivalence will be 
granted. Although the withdrawal agreement foresees the possibility to extend the transition period for two more years after the 
31 January 2020, this is not automatic and the United Kingdom has enshrined the 31 December 2020 date in local legislation 
passing the withdrawal agreement as the end of the transition period, signalling a current desire not to extend it. 

Uncertainty remains around the terms of the United Kingdom´s relationship with the European Union at the end of the transition 
period. If the transition period were to end without a comprehensive trade agreement, the United Kingdom’s and Europe´s 
economic growth may be negatively impacted. At the end of the transition period, even if a trade agreement is entered into force 
and/or if equivalence is granted to certain areas of the United Kingdom’s financial services, contingency measures may still be 
necessary in certain economic or financial matters to avoid uncertainty and adverse economic effects and there will be some 
changes in the products and services that Santander United Kingdom can continue to offer into the European Economic Area (EEA) 
and to EEA residents or EEA incorporated entities. Where possible, Santander UK would look to service such EEA customers from 
Banco Santander, S.A. instead. 

While the longer term effects of the United Kingdom’s anticipated withdrawal from the European Union are difficult to predict, 
there is ongoing political and economic uncertainty, which is likely to continue in the medium term depending on its result, and 
could have adverse effect on the operations, financial situation and prospects of Santander UK, especially in the Retail and 
Commercial banking segments. We have identified a number of risks to Santander as a consequence of this uncertainty and the 
result of the withdrawal process, including the following: 

Increased market volatility could have a negative impact on the Group´s cost of or access to funding, especially in an environment 
in which credit ratings are impacted, it could affect interest and currency exchange rates and the value of assets in our banking 
book or of securities held by the Group for liquidity purposes. 

The Group in the UK is subject to significant regulation and supervision by the European Union. Although legislation has now been 
passed transferring the European Union regulations into United Kingdom law, there remains significant uncertainty as to the 
legal and regulatory environment in which the Group´s UK subsidiaries will operate when the transition period ends, and the basis 
on which cross-border financial business will take place after that date. 

Furthermore, at the operational level, the Group's UK subsidiaries and other financial institutions may no longer be able to rely on 
the European cross-border framework for financial services and it is not clear what the alternative regime will be after Brexit. This 
uncertainty and the actions taken as a result of it, as well as the new or amended rules, could have significant adverse impacts on 
the Group's operations, profitability and business. 

An adverse effect on the UK economy could have a negative impact on the Group's customers in that country. However, given the 
current uncertainty, the Group has continued to focus on perfecting the Brexit contingency plans. 

The materialisation of one or more of the above risks would have a material adverse effect on the Group's operations, financial 
situation and prospects. 

The Group considered these circumstances in the review of the goodwill assigned to Santander UK, which was impaired in 2020 
and 2019 (see Note 8). 
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2.    Santander Group

Appendices I, II and III to the consolidated annual accounts for the year ended 31 December 2019 provide relevant information on the 
Group companies at that date and on the companies accounted for under the equity method.

Also, Note 3 to the aforementioned consolidated annual accounts includes a description of the most significant acquisitions and 
disposals of companies performed by the Group in 2019, 2018 and 2017.

The most significant transactions taking place during the first six months of 2020 or pending at 30 June 2020 are as follows:

Agreement for the acquisition of a significant stake in Ebury 

On 28 April 2020, the investment in Ebury, one of the best payment and currency platforms for SMEs, announced on 4 November 
2019, was completed. The transaction involved a total outlay of GBP 367  million (approximately EUR 410  million) of which GBP 
70 million (approximately EUR 80 million) was for new shares to support the company's plans to enter new markets in Latin America 
and Asia. At 2019 year-end the Group had already acquired 6.4% of the company for  GBP 40 million (approximately EUR 45 million). 
Following the disbursement made in April 2020, the Group is entitled to receive 50.38% of the dividends distributed by the company. 
This interest is recognised under "Investments in Joint Ventures and Associates - Associates" in the consolidated balance sheet.

Reorganization of the banking insurance business, asset management and pension plans in Spain 

On 24 June 2019, Banco Santander, S.A. reached an agreement with the Allianz Group to terminate the agreement that Banco Popular 
Español, S.A.U. (“Banco Popular”) held in Spain with the Allianz Group for the exclusive distribution of certain life insurance products, 
non-life insurance products, collective investment institutions, and pension plans through the Banco Popular network (the 
“Agreement”) whereby the Group held a 40% stake in the capital of Allianz Popular, S.L., classified as investments in joint ventures 
and associated entities for an overall amount of EUR 409 million on 31 December 2019. 

The Agreement was executed on 15 January 2020 for the non-life business and on 31 January 2020 for the remaining businesses, 
once the regulatory authorisations were obtained in the first quarter of 2020. The execution of the Termination Agreement entailed 
the payment by Banco Santander of a total consideration of EUR 859 million (after deducting the dividends paid until the end of the 
operation) and the acquisition of the remaining 60% of the capital of Allianz Popular, S.L.

On July 10, 51% of the life-risk insurance business held by Banco Santander and 51% of the new General Insurance business from 
Banco Popular's network not transferred to Mapfre (in accordance with the agreement indicated below) was acquired by Aegon, 
valuing these businesses at a total of approximately EUR   557 million. 

The total amount of the life-savings business, collective investment institutions and pension plans is EUR 711 million and has resulted 
in the recognition of EUR 271 million of goodwill. 

In addition, under the agreement reached between Banco Santander and Mapfre on 21 January 2019, 50.01% of the car, commercial 
multi-risk, SME multi-risk and corporate liability insurance business in the whole of Banco Santander's network in Spain was acquired 
by Mapfre on 25 June 2019 for EUR 82 million.

3.    Shareholder remuneration system and earnings per share.

a)   Shareholder remuneration system

  The cash remuneration paid by the Bank to its shareholders in the first six months of 2020 and 2019 was as follows:

30-06-2020 30-06-2019

% of par 
value

Euros per 
share

Amount 
(Million 
euros)

% of par 
value

Euros per 
share

Amount 
(Million 
euros)

Ordinary shares  —  —  —  26.00 % 0.130  2,110 

Other shares (without vote, redeemable, etc.)  —  —  —  —  —  — 

Total remuneration paid  —  —  —  26.00 % 0.130  2,110 

Dividend paid out of profit  —  —  —  13.00 % 0.065  1,055 

Dividend paid with a charge to reserves or share premium  —  —  —  13.00 % 0.065  1,055 

Dividend in kind  —  —  —  —  —  — 

Flexible payment  —  —  —  —  —  — 
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Banco Santander, following the European Central Bank (ECB) recommendation urging financial institutions, given the uncertainty 
resulting from the COVID-19 emergency, to preserve capital by cancelling the payment of dividends against 2019 and 2020 
earnings, decided to cancel the final dividend charged against 2019 earnings and hold a further general shareholders meeting, 
expected in October 2020, to consider a dividend payment if the uncertainties relating to the COVID-19 crisis are resolved. 

The Group, even before the ECB’s announcement, had agreed to cancel the interim dividend charged against 2020 and suspend its 
decision on 2020 dividends until there was more clarity regarding the impact of the crisis. This decision was taken to ensure the 
Bank has as much flexibility as possible to allow it to maximise lending and support businesses and individuals affected by the 
COVID-19 pandemic. 

With the current greater visibility and given the Bank's capital strength and the performance of underlying results, the Board 
intends to propose to the Shareholders' Meeting the payment of a scrip dividend (payable in new shares) equivalent to EUR 0.10 
per share, for a total dividend equivalent to EUR 0.20 charged to 2019 results. 

In addition, the Bank has accrued 6 basis points of CET1 capital in the quarter to allow the flexibility to pay a cash dividend against 
2020 results, as soon as market conditions normalise and subject to regulatory approvals and guidance.

b)   Earnings per share from continuing and discontinued operations

i. Basic earnings per share

Basic earnings per share for the period are calculated by dividing the net profit attributable to the Group for the first six months 
adjusted by the after-tax amount relating to the remuneration of contingently convertible preference shares recognised in equity 
by the weighted average number of ordinary shares outstanding during the period, excluding the average number of treasury 
shares held in the period.

Accordingly:

30-06-2020 30-06-2019

Profit attributable to the Parent (million euros)  (10,798)  3,231 

Remuneration of contingently convertible preference shares (million euros)  (278)  (298) 

 (11,076)  2,933 

Of which:

Profit or Loss from discontinued operations (non controlling interest net) (million euros)  —  — 

Profit or Loss from continuing operations (PPC net) (million euros)  (11,076)  2,933 

Weighted average number of shares outstanding  16,598,649,355  16,231,374,256 

Basic earnings per share (euros)  (0.67)  0.18 

Of which: from discontinued operations (euros)  —  — 

                  from continuing operations (euros)  (0.67)  0.18 

ii. Diluted earnings per share

Diluted earnings per share for the period are calculated by dividing the net profit attributable to the Group for the first six months 
adjusted by the after-tax amount relating to the remuneration of contingently convertible preference shares recognised in equity 
and of perpetual liabilities contingently amortisable in their case by the weighted average number of ordinary shares outstanding 
during the period, excluding the average number of treasury shares and adjusted for all the dilutive effects inherent to potential 
ordinary shares (share options, warrants and convertible debt instruments).
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Accordingly, diluted earnings per share were determined as follows:

30-06-2020 30-06-2019

Profit attributable to the Parent (million euros) (10,798)  3,231 

Remuneration of contingently convertible preference shares (million euros)  (278)  (298) 

Dilutive effect of changes in profit for the period arising from potential conversion of ordinary shares  —  — 

(11,076)  2,933 

Of which:

Profit or Loss from discontinued operations (non controlling interest net) (million euros)  —  — 

Profit or Loss from continuing operations (PPC net) (million euros) (11,076)  2,933 

Weighted average number of shares outstanding 16,598,649,355 16,231,374,256

Dilutive effect of options/receipt of shares  40,016,222  41,832,881 

Adjusted number of shares  16,638,665,577  16,273,207,137 

Diluted earnings per share (euros)  (0.67)  0.18 

Of which: from discontinued operations (euros)  —  — 

                  from continuing operations (euros)  (0.67)  0.18 

4.    Remuneration and other benefits paid to the Bank’s directors and senior managers

Note 5 to the Group’s consolidated annual accounts for the year ended 31  December 2019 details the remuneration and other 
benefits to members of the Bank’s Board of Directors and senior management in 2019 and 2018.

Following is a summary of the most significant data on the remunerations and benefits for the first six months  ended 30 June 2020 
and 2019:

Remuneration of members of the board of directors (1)

Thousand euros

30-06-2020 30-06-2019

Members of the board of directors: (2)(3)(4)(5)(6)(7)(8)(9)

Remuneration concept

Fixed salary remuneration of executive directors 2,859 3,459

Variable salary remuneration of executive directors  —  — 

Directors fees 605 579

Bylaw-stipulated emoluments (annual emolument) 1,637 1,853

Other (except insurance premiums) (10) 1,416 3,354

Sub-total 6,517 9,245

Transactions with shares and/or other financial instruments  —  — 

6,517 9,245

(1) The notes to the consolidated annual accounts for 2020 will contain detailed and complete information on the remuneration paid to all the directors, including executive 
directors. 

(2) Mr Rodrigo Echenique ceased to be an executive director on 30 April 2019, being as of that date a non-executive director.
(3) Mr Sergio Rial is appointed as executive director since 30 May 2020.
(4) Mr Henrique de Castro is appointed as director since 17 July 2019.
(5) Ms Pamela Walkden is appointed as director since 29 October 2019.
(6) Mr Luis Isasi is appointed as director since 19 May 2020.
(7) Mr Carlos Fernández ceased to be a director on 28 October 2019.
(8) Mr Guillermo de la Dehesa ceased to be a director on 3 April 2020.
(9) Mr Ignacio Benjumea ceased to be a director on 30 May 2020.
(10) Includes the amount related to the post-contractual non-compete agreement received by Mr Rodrigo Echenique Gordillo as a consequence of having ceased his executive 

functions on 30 April 2019.
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Other benefits of members of the board of directors

Thousand euros

30-06-2020 30-06-2019

Members of the board of directors:

Other benefits-

Advances  —  — 

Loans granted  34  121 

Pension funds and plans: Endowments and/or contributions (1)  1,010  1,001 

Pension funds and plans: Accumulated rights (2)  79,015  77,153 

Life insurance premiums  896  1,069 

Guarantees provided for directors  —  — 

(1)    These correspond to the endowments and/or contributions made during the first six months of 2020 and 2019 in respect of retirement pensions and 
complementary benefits for widowhood, orphanhood and permanent disability.

(2)     Corresponds to the rights accrued by the directors in matters of pensions. It also includes for informational purposes the rights accumulated by Mr 
Rodrigo Echenique Gordillo, although these rights corresponded to Mr Echenique before his appointment as executive director. Additionally, former 
members of the board had at 30 June 2020 and 30 June 2019 rights accrued for this concept for EUR 56,778 thousands and EUR 68,201 thousands, 
respectively.

Remuneration of senior management (1)(2)

The table below includes the corresponding amounts related to remunerations of senior management at 30 June 2020 and 2019, 
excluding the executive directors:

Thousand euros

30-06-2020 30-06-2019

Senior management (1):

Total remuneration of senior management (2)  15,275  17,690 

(1)    Remunerations and benefits for non-competition agreements received by members of senior management who, during the first six months ended 30 
June 2020, had ceased their duties amount to EUR 2,822 thousands (30 June 2019: EUR 96 thousands).

(2)     The number of members of the Bank's senior management, excluding executive directors, is 17 as at 30 June 2020 (30 June 2019: 18).

The variable annual remuneration (or bonuses) received for fiscal year 2019, both for directors and the rest of senior management, 
were included in the information on remuneration included in the annual report for that year. Similarly, the variable remuneration 
attributable to the 2020 results, which will be submitted for approval by the Board of Directors at the appropriate time, will be 
included in the financial statements for the current year.

Funds and pension plans of senior management

Thousand euros

30-06-2020 30-06-2019

Senior management:

Pension funds: Endowments and / or contributions (1)  2,987  3,190 

Pension funds: Accumulated rights (2)  55,229  71,237 

(1) Corresponds to the allocations and/or contributions made during the first six months of 2020 and 2019 as retirement pensions.
(2) Corresponds to the rights accrued by members of senior management in the area of pensions. In addition, former members of senior management had 

at 30 June 2020 and 30 June 2019 rights accumulated for this same concept for EUR 160,278 thousands and EUR 166,960 thousands, respectively.
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5.    Financial assets

a)   Breakdown

The detail, by nature and category for measurement purposes, of the Group's financial assets, other than the balances relating to 
Cash, cash balances at central banks and other deposits on demand and Hedging derivatives, at 30 June 2020 and 31 December 
2019 is as follows, presented by the nature and categories for valuation purposes:

Million euros

30-06-2020

Financial 
assets held  
for trading

Non-trading  
financial 
 assets  

 mandatorily  
 at fair value  

 through  
profit or loss

Financial  
 assets  

 designated  
 at fair value  

 through  
profit or loss

Financial  
 assets at fair  

 value through  
 other  

 comprehensive  
income

Financial  
 assets at  

 amortised  
cost

Derivatives  84,006 

Equity instruments  7,782  3,317  2,228 

Debt instruments  32,062  785  2,932  112,041  27,167 

Loans and advances  295  1,800  88,436  8,291  949,131 

Central Banks  —  —  4,862  —  12,161 

Credit institutions  6  —  49,953  —  46,175 

Customers  289  1,800  33,621  8,291  890,795 

Total  124,145  5,902  91,368  122,560  976,298 
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Million euros

31-12-2019

Financial 
assets held  
for trading

Non-trading  
financial 
 assets  

 mandatorily  
 at fair value  

 through  
profit or loss

Financial  
 assets  

 designated  
 at fair value  

 through  
profit or loss

Financial  
 assets at fair  

 value through  
 other  

 comprehensive  
income

Financial  
 assets at  

 amortised  
cost

Derivatives  63,397 

Equity instruments  12,437  3,350  2,863 

Debt instruments  32,041  1,175  3,186  118,405  29,789 

Loans and advances  355  386  58,883  4,440  965,693 

Central Banks  —  —  6,473  —  18,474 

Credit institutions  —  —  21,649  —  40,943 

Customers  355  386  30,761  4,440  906,276 

Total  108,230  4,911  62,069  125,708  995,482 

Following is the gross exposure of financial assets subject to impairment stages at 30 June 2020 and 31 December 2019:

Million euros

30-06-2020 31-12-2019

Impairment value correction Impairment value correction

Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Financial assets at fair value through other 
comprehensive income 120,256 89  6 120,351 122,469 387 6 122,862

Debt instruments 112,005  42  6 112,053 118,023 387 6 118,416

Loans and advances 8,251 47  — 8,298 4,446  —  — 4,446

   Central Banks  —  —  —  —  —  —  —  — 

   Credit institutions  —  —  —  —  —  —  —  — 

   Customers 8,251 47  — 8,298 4,446  —  — 4,446

Financial assets at amortised cost 908,760 58,613 31,558 998,931 934,475 50,535 32,479 1,017,489

Debt instruments 26,916 79 442 27,437 29,552 59 641 30,252

Loans and advances 881,844 58,534 31,116 971,494 904,923 50,476 31,838 987,237

   Central Banks 12,161  —  — 12,161 18,474  —  — 18,474

   Credit institutions 46,184  — 1 46,185 40,956  — 1 40,957

   Customers 823,499 58,534 31,115 913,148 845,493 50,476 31,837 927,806

Total 1,029,016 58,702 31,564 1,119,282 1,056,944 50,922 32,485 1,140,351

On 30 June 2020, the Group has EUR 622 million (EUR 706 million on 31 December 2019) of exposure in impaired assets purchased 
with impairment, which mainly correspond to the business combinations carried out by the Group.

20



b)    Impairment  allowances of financial assets at amortised cost portfolio

The following is the movement that has taken place, during the first six months ended 30 June 2020 and 2019, in the balance of 
provisions that cover losses due to impairment of assets which comprise the heading balance of the financial assets at amortised 
cost:

Million euros

30-06-2020 30-06-2019

Balance as at beginning of period  22,713  23,945 

Impairment losses charged to income for the period  7,441  5,199 

Of which:

Impairment losses charged to income  12,616  9,697 

Impairment losses reversed with a credit to income  (5,175)  (4,498) 

Write-off of impaired balances against recorded impairment allowance  (5,183)  (6,246) 

Exchange differences and other  (1,716)  434 

Balance as at end of period  23,255  23,332 

Of which, relating to:

Impaired assets  13,571  15,110 

Other assets  9,684  8,222 

Of which:

Individually calculated  3,358  4,983 

Collectively calculated  19,897  18,349 

Following is the movement of the loan loss provision broken down by impairment stage of loans and advances to customers 
recognised under "Financial assets at amortised cost" as at 30 June 2020:

Million euros

Stage 1 Stage 2 Stage 3 Total

Impairment allowance as at beginning of period  3,835  4,474  13,933  22,242 

Transfers between stages  (722)  694  2,622  2,594 

Net changes of the exposure and modifications in the credit risk  2,328  (327)  2,911  4,912 

Write-offs  —  —  (5,057)  (5,057) 

Exchange differences and other  (333)  (290)  (1,093)  (1,716) 

Carrying amount as of 30 June 2020  5,108  4,551  13,316  22,975 

Previously written-off assets recovered during the first six months of 2020 and 2019 amount to EUR 543 million and to EUR 837 
million, respectively. In addition, an amount of EUR 129 million has been recognized in the account for losses due to renegotiation 
or contractual modification. Considering these amounts, the recorded impairment of financial assets at amortised cost is EUR 7,027 
million and EUR 4,362 million, respectively.
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c)    Impaired assets of financial assets at amortised cost portfolio

The movement produced, during the first six months ended 30 June 2020 and 2019, in the balance of financial assets classified at 
amortised cost and considered doubtful by reason for the credit risk is as follows:

Million euros

30-06-2020 30-06-2019

Balance as at beginning of period  33,184  35,091 

Net additions  5,586  4,581 

Written-off assets  (5,183)  (6,246) 

Exchange differences and other  (1,407)  343 

Balance as at end of period  32,180  33,769 

This amount, after deducting the related allowances, represents the Group's best estimate of the discounted value of the flows that 
are expected to be recovered from the impaired assets.

d)    Guarantees received

Following is the breakdown of the value of the guarantees received to ensure the collection of the financial assets that comprise 
the heading of financial assets at amortized cost, distinguishing between real guarantees and other guarantees as of 30 June 2020 
and 31 December 2019:

Million euros

30-06-2020 31-12-2019

Real guarantees value  543,675  556,206 

Of which: non-performing risks  12,481  12,719 

Other guarantees value  67,185  51,221 

Of which: non-performing risks  932  1,225 

Total value of the guarantees received  610,860  607,427 

e)     Fair value of financial assets not measured at fair value

Following is a comparison of the carrying amounts of the Group’s financial assets measured at other than fair value and their 
respective fair values at 30 June 2020 and 31 December 2019:

Million euros Million euros

30-06-2020 31-12-2019
Carrying 
amount

Fair 
value

Carrying 
amount

Fair 
value

Loans and advances  949,131  960,074 Loans and advances  965,693  975,523 

Debt instruments  27,167  27,762 Debt instruments  29,789  30,031 

ASSETS  976,298  987,836 ASSETS  995,482  1,005,554 

The main valuation methods and inputs used in the estimation of the fair value of the financial assets of the previous table are 
detailed in Note 51.c of the consolidated annual accounts for the year 2019.
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6.    Non-current assets held for sale

The detail, by nature, of the Group’s non-current assets held for sale at 30 June 2020 and 31 December 2019 is as follows presented 
by nature:

Million euros

30-06-2020 31-12-2019

Tangible assets 4,636 4,588

Of which:

Foreclosed assets 4,363 4,485

Of which: Property assets in Spain 3,718 3,667

Other tangible assets held for sale 273 103

Other assets 283 13

4,919 4,601

On 30 June 2020, the allowance that covers the value of the foreclosed assets represents the 49 % (31 December 2019: 49%). The 
charges recorded in the first six months of 2020 and 2019 amounted to EUR 167 million and EUR 160 million, respectively, and the 
recoveries undergone during those periods amount to EUR 19 million and EUR 32 million, respectively.

7.   Tangible assets

a)   Changes in the period

In the first six months of 2020 and 2019, tangible assets (rights of use are not included) were acquired for EUR 2,538 million and 
EUR 4,053 million, respectively.

Also, in the first six months of 2020 and 2019 tangible asset items were disposed of with a carrying amount of EUR 848 million and 
EUR 1,004 million respectively, giving rise to a net gain of EUR 27 million and EUR 30 million, respectively.

b)   Property, plant and equipment purchase commitments

At 30 June 2020 and 2019, the Group did not have any significant commitments to purchase property, plant and equipment items.

c)   Operating leasing rights

As of 30 June 2020, the Group has tangible assets under lease for the amount of EUR 4,541 million (EUR 5,051 million at 
31 December 2019).
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8.    Intangible assets

a) Goodwill

The detail of Intangible Assets - Goodwill at 30 June 2020 and 31  December 2019, based on the cash-generating units giving rise 
thereto, is as follows:

Million euros

30-06-2020 31-12-2019

Banco Santander (Brasil)  3,216  4,388 

SAM Investment Holdings Limited (*)  1,444  1,173 

Santander Consumer Germany  1,236  1,236 

Santander Bank Polska  1,133  2,427 

Santander Portugal  1,040  1,040 

Santander España  1,027  1,027 

Santander Consumer USA  986  2,143 

Santander Bank, National Association  647  1,828 

Santander UK  584  7,147 

Banco Santander Chile  540  589 

Grupo Financiero Santander (Mexico)  426  460 

Santander Consumer Nordics  210  496 

Other entities  106  292 

Total Goodwill  12,595  24,246 

(*)    The increase in 2020 arises from the repurchase of the pension plan and collective investment institution business from Banco Popular Español, S.A.U. 
to the Allianz Group (see Note 2).

As mentioned in Note 1.c, the accounting standard (IAS 36) requires that a cash‑generating unit to which goodwill has been allocated 
is tested for impairment annually, and whenever there is an indication that the unit may be impaired.

In the second quarter of 2020, having considered the updated economic and business environment resulting from COVID-19, the 
current market conditions and the existing economic uncertainty, an interim impairment test was performed as of 30 June 2020 for 
certain CGUs. As a result, the Group recognised EUR 10,100  million of goodwill impairment mainly related to the following CGUs: 
Santander UK, Santander Bank Polska, Santander Consumer USA, Santander Bank, National Association and Santander Consumer 
Nordics. In addition, during the first six months of 2020, goodwill decreased by EUR 1,897 million due to exchange differences (see 
Note 11).

Impairment resulted from a combination of factors, including those related to COVID-19, and mainly the updated macroeconomic 
outlook which caused the Group to project lower earnings in some units but also reduce perpetual growth rate assumptions and 
increased discount rates used to estimate the value in use of such CGUs. Such impairment was recorded during the first six months of 
2020 under the heading Impairment or reversal of impairment on non-financial assets, net -Intangible assets of the consolidated 
profit and loss account.
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The changes in goodwill were as follows: 

Million euros

2020

Balance at beginning of year  24,246 

Additions  346 

  Of which:

  SAM Investment Holdings Limited (Note 2)  271 

Impairment losses  (10,100) 

 Of which:

  Santander UK  (6,101) 

  Santander Bank Polska  (1,192) 

  Santander Consumer USA  (1,153) 

  Santander Bank, National Association  (1,177) 

  Santander Consumer Nordics  (277) 

Disposals or changes in scope of consolidation  — 

Exchange differences and other items  (1,897) 

Balance at end of period  12,595 

Following is a detail of the main assumptions which has been taken into account for determine the recoverable amount as of 30 June 
2020 of the most significant cash-generating units which were valued using the discounted cash flow method and those used in 2019 
year-end for comparison purposes:

30-06-2020 31-12-2019
Discount rate (*) Nominal perpetual 

growth rate 
Discount rate (*) Nominal perpetual 

growth rate 
Santander UK  9.4%  2.3%  8.5%  2.5% 

Santander Bank Polska  10.2%  3.5%  9.2%  3.5% 

Santander Consumer USA  10.6%  1.5%  9.5%  1.5% 

Santander Bank, National Association(**)  10.7%  2.5%  9.6%  3.6% 

Santander Consumer Nordics  9.9%  2.0%  8.6%  2.5% 

(*)    Post-tax discount rate.
(**)   Weighted information of the main hypotheses of the segments that are allocated within the goodwill.

For other significant CGUs where goodwill is not impaired as of 30 June 2020, the Group performs a sensitivity analysis, given the 
degree of uncertainty of certain assumptions, using reasonable changes in the key assumptions on which the recoverable amount of 
the cash-generating units is based in order to confirm whether their recoverable amount still exceeds their carrying amount. The 
sensitivity analysis involved adjusting the discount rate by +50 basis points and the perpetual growth rate by -50 basis points. Such 
sensitivity analysis was performed for other significant CGUs and considering reasonable changes in these key assumptions the value 
in use of all the cash-generating units still exceeds their recoverable amount. In addition, the Group analysed the recoverable amount 
of Banco Santander - Chile, Grupo Financiero Santander (México) and Banco Santander (Brasil) which is calculated as the fair values of 
the aforementioned cash-generating units obtained from the market prices of their shares at 30 June 2020. This value exceeded the 
recoverable amount.

Based on the above, and in accordance with the estimates, forecasts and sensitivity analysis available to the managers of the Bank, 
during the first six months of 2020 the Group recognised goodwill impairment losses amounting to EUR 10,100  million (no 
impairment during the six month period ending 30 June 2019) under the heading Impairment or reversal of impairment on non-
financial assets, net -Intangible assets of the consolidated profit and loss account. Goodwill is deducted from the CET1 for regulatory 
purposes, so an impairment of goodwill has no impact on the Group's capital ratios.

Note 17 to the consolidated annual accounts for the year ended 31 December 2019 includes detailed information on the procedures 
followed by the Group to analyse the potential impairment of the goodwill recognised with respect to its recoverable amount and to 
recognise the related impairment losses, where appropriate.
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9.   Financial liabilities

a)   Breakdown

The following is a breakdown of the Group's financial liabilities, other than the balances corresponding to the Derivatives - hedge 
accounting heading, as of 30 June 2020 and 31 December 2019, presented by nature and categories for valuation purposes:

Million euros
30-06-2020 31-12-2019

Financial 
liabilities 
held for 
trading

Financial 
liabilities 

designated at 
fair value through 

profit or loss

Financial 
liabilities at 

amortised cost

Financial 
liabilities 
held for 
trading

Financial 
liabilities 

designated at 
fair value through 

profit or loss

Financial 
liabilities at 

amortised cost

Derivatives  84,202  63,016 

Short Positions  13,498  14,123 

Deposits  —  55,233  999,700  —  57,111  942,417 

Central banks  —  9,702  103,445  —  12,854  62,468 

Credit institutions  —  9,185  85,769  —  9,340  90,501 

Customer  —  36,346  810,486  —  34,917  789,448 
Debt instruments  —  4,386  254,398  —  3,758  258,219 

Other financial liabilities  —  —  29,483  —  126  30,109 

Total  97,700  59,619  1,283,581  77,139  60,995  1,230,745 

b)   Information on issues, repurchases or redemptions of debt instruments issued

The detail of the balance of debt instruments issued according to their nature is:

Million euros

30-06-2020 31-12-2019

Bonds and debentures outstanding  206,241  208,455 

Subordinated  20,477  20,878 

Promissory notes and other securities  32,066  32,644 

Total debt instruments issued  258,784  261,977 

The detail, at 30 June 2020 and 2019, of the outstanding balance of the debt instruments, excluding promissory notes, which at 
these dates had been issued by the Bank or any other Group entity is disclosed below. Also included is the detail of the changes in 
this balance in the  first six months of 2020 and 2019:

Million euros

30-06-2020

Opening 
balance at 
01-01-20 Perimeter Issues

Repurchases 
or 

redemptions

Exchange 
rate and other 

adjustments

Closing 
balance at 
30-06-20

Bonds and debentures outstanding  208,455  —  39,109  (36,749)  (4,574)  206,241 

Subordinated  20,878  —  1,853  (1,615)  (639)  20,477 
Bonds and debentures outstanding and subordinated 
liabilities issued  229,333  —  40,962  (38,364)  (5,213)  226,718 

Million euros

30-06-2019

Opening 
balance at 
01-01-19 Perimeter Issues

Repurchases 
or 

redemptions

Exchange 
rate and other 

adjustments

Closing 
balance at 
30-06-19

Bonds and debentures outstanding  195,498  —  32,105  (26,713)  1,574  202,464 

Subordinated  23,676  —  1,056  (3,502)  47  21,277 
Bonds and debentures outstanding and subordinated 
liabilities issued  219,174  —  33,161  (30,215)  1,621  223,741 
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On 12 March 2020, Banco Santander, S.A. redeemed in advance and on a voluntary basis the total amount of Contingent 
Convertible Tier 1 Preferred Securities Series I/2014 for a total nominal amount of EUR 1,500 million. 

In January 2020, Banco Santander, S.A. issued a number of preferred shares, contingently convertible into newly issued ordinary 
shares of the Bank (the “CCPP”), excluding the pre-emptive subscription right of its shareholders and for a nominal amount of EUR 
1,500 million (the “Issue” and the “CCPP”). 

The Issue was at par and the remuneration of the CCPS, whose payment is subject to certain conditions and is also discretionary, 
was fixed at 4.375% per annum for the first six years, thereafter being reviewed every five years by applying a margin of 453.4 
basis points on the 5-year Mid-Swap Rate. 

In April 2019, Banco Santander, S.A. announced that it had agreed to proceed with the voluntary early redemption of all 
outstanding Tier 1 Contingent Convertible Preferred Participations Series II/2014 with a total nominal amount of USD 1,500 million 
(EUR 1,345 million) traded on the Irish Stock Exchange market.

On 8 February 2019, Banco Santander, S.A. issued USD 1,200  million (EUR 1,056  million) of CCPP. The remuneration of the 
issuance, whose payment is based on certain conditions and is also discretionary was set at 7.50% per annum, payable on a 
quarterly basis for the first seven years (thereafter being reviewed by applying a margin of 498.9 basis point on the Mid-Swap 
Rate). 

c)    Other issues guaranteed by the Group

At 30 June 2020 and 2019, there were no debt instruments issued by associates or non-Group third parties (unrelated) that had 
been guaranteed by the Bank or any other Group entity.

d)   Fair value of financial liabilities not measured at fair value

Following is a comparison between the value by which the Group’s financial liabilities are recorded that are measured using criteria 
other than fair value and their corresponding fair value at 30 June 2020 and 31 December 2019:

Million euros

30-06-2020 31-12-2019

Carrying amount Fair value Carrying amount Fair value

Deposits  999,700  999,832  942,417  942,397 
Debt instruments  254,398  262,128  258,219  266,784 
Liabilities  1,254,098  1,261,960  1,200,636  1,209,181 

Additionally, Other Financial Liabilities are accounted for EUR 29,483 million and EUR 30,109 million euros as of 30 June 2020 and 
31 December 2019, respectively.

The main valuation methods and inputs used in the estimation of the fair value of the financial liabilities in the previous table are 
detailed in Note 51.c of the consolidated annual accounts for 2019, other than those mentioned in these interim financial 
statements. 

10.   Provisions

a)    Provisions for Pensions and other post-retirements obligations and Other long term employee benefits

The variation experienced by the balance of the Pensions and other post-retirements obligations and other long term employee 
benefits from 31  December 2019 to 30 June 2020, is mainly due to payments for benefits in the first semester as well as the 
reduction of EUR 326 million partially due to the post-employment obligations assumed by the Group in Spain, as a result of the 
option offered to certain beneficiaries to anticipate the collection of lifetime pensions in the form of a single or deferred payment 
for up to 5 years, and to exchange rate changes (decrease in the Brazilian real). This negative change in the heading is partially 
offset by higher net actuarial losses as a result of changes in actuarial assumptions (see Note 11.c).
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b)    Provisions for taxes and other legal contingencies and Other provisions

Set forth below is the detail, by type of provision, of the balances at 30 June 2020 and at 31 December 2019 of Provisions for taxes 
and other legal contingencies and Other provisions. The types of provision were determined by grouping together items of a similar 
nature:

Million euros
30-06-2020 31-12-2019

Provisions for taxes  581  759 
Provisions for employment-related proceedings (Brazil)  591  776 
Provisions for other legal proceedings  1,169  1,522 
Provision for customer remediation  674  725 
Regulatory framework-related provisions  21  67 
Provision for restructuring  638  641 
Other  896  1,018 

 4,570  5,508 

Relevant information is set forth below in relation to each type of provision shown in the preceding table:

The provisions for taxes include provisions for tax-related proceedings.

The provisions for employment-related proceedings (Brazil) relate to claims filed by trade unions, associations, the prosecutor's 
office and ex-employees claiming employment rights to which, in their view, they are entitled, particularly the payment of 
overtime and other employment rights, including litigation concerning retirement benefits. The number and nature of these 
proceedings, which are common for banks in Brazil, justify the classification of these provisions in a separate category or as a 
separate type from the rest. The Group calculates the provisions associated with these claims in accordance with past experience of 
payments made in relation to claims for similar items. When claims do not fall within these categories, a case-by-case assessment 
is performed and the amount of the provision is calculated in accordance with the status of each proceeding and the risk 
assessment carried out by the legal advisers.

The provisions for other legal proceedings include provisions for court, arbitration or administrative proceedings (other than those 
included in other categories or types of provisions disclosed separately) brought against Santander Group companies.

The provisions for customer remediation include the estimated cost of payments to remedy errors relating to the sale of certain 
products in the UK and the estimated cost of the Banco Popular Español, S.A.U. floor clauses. To calculate the provision for 
customer remediation, the best estimate of the provision made by management is used, which is based on the estimated number 
of claims to be received and, of these, the number that will be accepted, as well as the estimated average payment per case.

The regulatory framework-related provisions include mainly the provisions for the extraordinary contribution to FSCS (Financial 
Services Compensation Scheme) and the Bank Levy in the UK, and those relating to Banking Tax in Poland.

The provisions for restructuring include only the direct costs arising from restructuring processes carried out by the various Group 
companies.

Qualitative information on the main litigation is provided in Note 10.c.

Our general policy is to record provisions for tax and legal proceedings in which we assess the chances of loss to be probable and 
we do not record provisions when the chances of loss are possible or remote. We determine the amounts to be provided for as our 
best estimate of the expenditure required to settle the corresponding claim based, among other factors, on a case-by-case analysis 
of the facts and the legal opinion of internal and external counsel or by considering the historical average amount of the loss 
incurred in claims of the same nature. The definitive date of the outflow of resources embodying economic benefits for the Group 
depends on each obligation. In certain cases, the obligations do not have a fixed settlement term and, in others, they depend on 
legal proceedings in progress.

The changes in provisions arising from civil contingencies and legal nature are disclosed in this note.
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The main changes in provisions in the first six months of 2020 are as follows: 

Regarding the provisions for labor processes and others of a legal nature, Brazil has charged EUR 104 million and EUR 78 million, 
respectively, using provisions of EUR 82 million and EUR 55 million, respectively, and the rest of the deviation is due to currency 
depreciation.

Regarding the provisions arising for customer remediation the United Kingdom has set aside EUR 6 million. On the other hand, EUR  
43 million has been used in the United Kingdom. Additionally, EUR 14 million has been set aside in Poland  to cover the mortgage 
portfolio in CHF in the first half of the year.

Regarding in provisions constituted by regulatory framework, EUR 45 million in the first six months in United Kingdom has been 
used (Bank Levy and FSCS). In addition, EUR 64 million have been charged and paid in the first six months in Poland.

In addition, in the provisions for restructuring, the United Kingdom has set aside EUR 39 million, EUR 7 million in Poland and EUR 21 
million in Consumer Group. This increase is partially offset by the use of EUR 39  million and EUR 92 million in the United Kingdom 
and Spain, respectively.

c)    Litigation and other matters

i. Tax-related litigation

At 30 June 2020 the main tax-related proceedings concerning the Group were as follows:

-      Legal actions filed by Banco Santander (Brasil) S.A. and other Group entities to avoid the application of Law 9.718/98, which 
modifies the basis to calculate PIS and COFINS social contribution, extending it to all the entities income, and not only to the 
income from the provision of services. In relation of Banco Santander (Brasil) S.A. process, in May 2015 the Federal Supreme 
Court (FSC) admitted the extraordinary appeal filed by the Federal Union regarding PIS, and dismissed the extraordinary appeal 
lodged by the Brazilian Public Prosecutor's Office regarding COFINS contribution, confirming the decision of Federal Regional 
Court favourable to Banco Santander (Brasil) S.A. of August 2007. The appeals filed by the other entities before the Federal 
Supreme Court, both for PIS and COFINS, are still pending. These claims are fully provisioned.Banco Santander (Brasil) S.A. and 
other Group companies in Brazil have appealed against the assessments issued by the Brazilian tax authorities questioning the 
deduction of loan losses in their income tax returns (IRPJ and CSLL) in relation to different administrative processes of various 
years on the ground that the requirements under the applicable legislation were not met. The appeals are pending decision in 
CARF. No provision was recognised in connection with the amount considered to be a contingent liability. 

-     Banco Santander (Brasil) S.A. and other Group companies in Brazil are involved in administrative and legal proceedings against 
several municipalities that demand payment of the Service Tax on certain items of income from transactions not classified as 
provisions of services. There are several cases in different judicial instances.  A provision was recognised in connection with the 
amount of the estimated loss. 

-     Banco Santander (Brasil) S.A. and other Group companies in Brazil are involved in administrative and legal proceedings against 
the tax authorities in connection with the taxation for social security purposes of certain items which are not considered to be 
employee remuneration. There are several cases in different judicial instances. A provision was recognised in connection with 
the amount of the estimated loss

-      In May 2003 the Brazilian tax authorities issued separate infringement notices against Santander Distribuidora de Títulos e 
Valores Mobiliarios Ltda. (DTVM, currently Santander Brasil Tecnologia S.A.) and Banco Santander (Brasil) S.A. in relation to the 
Provisional Tax on Financial Movements (CPMF) of the years 2000, 2001 and part of 2002. In July 2015, after the unfavourable 
decision of CARF, both entities appealed at Federal Justice in a single proceeding. In June 2019 this action has been dismissed, 
and the resolution has been appealed to the higher court. There is a provision recognised for the estimated loss.

-     In December 2010 the Brazilian tax authorities issued an infringement notice against Santander Seguros S.A. (Brazil), currently 
Zurich Santander Brasil Seguros e Previdência S.A., as the successor by merger to ABN AMRO Brasil dois Participações S.A., in 
relation to income tax (IRPJ and CSLL) for 2005, questioning the tax treatment applied to a sale of shares of Real Seguros, S.A. 
The administrative discussion ended unfavourably, and the CARF decision has been appealed at the Federal Justice. As the 
former parent of Santander Seguros S.A. (Brasil), Banco Santander (Brasil) S.A. is liable in the event of any adverse outcome of 
this proceeding. No provision was recognised in connection with this proceeding as it is considered to be a contingent liability.

-     In November 2014 the Brazilian tax authorities issued an infringement notice against Banco Santander (Brasil) S.A. in relation to 
corporate income tax (IRPJ and CSLL) for 2009 questioning the tax-deductibility of the amortisation of the goodwill of Banco 
ABN AMRO Real S.A. performed prior to the absorption of this bank by Banco Santander (Brasil) S.A., but accepting the 
amortisation performed after the merger. Actually it is appealed before the Higher Chamber of CARF. No provision was 
recognised in connection with this proceeding as it was considered to be a contingent liability.
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-    Banco Santander (Brasil) S.A. has also appealed against infringement notices issued by the tax authorities questioning the tax 
deductibility of the amortisation of the goodwill arising on the acquisition of Banco Comercial e de Investimento Sudameris S.A 
from years 2007 to 2012. No provision was recognised in connection with this matter as it was considered to be a contingent 
liability.

-     Banco Santander (Brasil) S.A. and other companies of the Group in Brazil are undergoing administrative and judicial procedures 
against Brazilian tax authorities for not admitting tax compensation with credits derived from other tax concepts, not having 
registered a provision for such amount since it is considered to be a contingent liability.

-     Banco Santander (Brasil) S.A. is involved in appeals in relation to infringement notices initiated by tax authorities regarding the 
offsetting of tax losses in the CSLL (‘Social Contribution on Net Income’) of year 2009. The appeal is pending decision in CARF. 
No provision was recognised in connection with this matter as it is considered to be a contingent liability. 

The total amount for the aforementioned Brazil lawsuits related to tax legal obligations or with probable loss risk is 
approximately EUR 850 million, fully provisioned, and the total amount for tax litigation with possible loss risk is approximately 
EUR 3,047 million.

-    Banco Santander has appealed before European Courts the Decisions 2011/5/CE of 28 October 2009, and 2011/282/UE of 12 
January 2011 of the European Commission, ruling that the deduction regulated pursuant to Article 12.5 of the Corporate 
Income Tax Law constituted illegal State aid. On November 2018 the General Court confirmed these Decisions but these 
judgements have been appealed at the Court of justice of the European Union. The dismissal of this appeal would not have 
effect on equity.

At the date of approval of these interim financial statements certain other less significant tax-related proceedings were also in 
progress.

ii. Non-tax-related proceedings

At 30 June 2020, the main non-tax-related proceedings concerning the Group were as follows: 

-     Payment Protection Insurance (PPI): claims associated with the sale by Santander UK plc of payment protection insurance or PPI 
to its customers. As of 30 June 2020, the remaining provision for PPI redress and related costs amounted to GBP 151 million 
(EUR 166 million) (2019: GBP 189 million (EUR 222 million)). There was no additional provision in the first semester of 2020.

Given the passing of the Financial Conduct Authority’s deadline of 29 August 2019 for PPI complaints, the level of judgment 
required by management in determining appropriate assumptions has reduced. At 30 June 2020, the key assumptions in 
calculating the provision were around the estimated PPI penetration of August complaints.

The uphold rates are informed by historical experience and the average cost of redress can be predicted reasonably accurately 
given that management is dealing with a high volume and reasonably homogenous population.

Cumulative complaints from the inception of the PPI complaints process to 30 June 2020, regardless of the likelihood of 
Santander UK plc incurring a liability, were 4.5 millions. This includes 290,000 that were still being reviewed. Future expected 
complaints were 8,000. In addition, there are legal claims being made by Claims Management Companies challenging the 
FCA's industry guidance on the treatment of Plevin/recurring non-disclosure assessments.

The provision for conduct remediation recognised represents management’s best estimate of Santander UK plc’s liability in 
respect of mis-selling of PPI policies.

-     Delforca: dispute arising from equity swaps entered into by Gaesco (now Delforca 2008, S.A.) on shares of Inmobiliaria Colonial, 
S.A. Banco Santander, S.A. is claiming to Delforca a total of EUR 66  million from the liquidation of the swaps. Mobiliaria 
Monesa, S.A. (Delforca’s parent company) has commenced a civil proceeding against the Bank claiming damages which, as of 
date have not been determined. The proceeding has been stayed because the jurisdiction of the Court has been challenged. 
Within insolvency proceedings before the Commercial Court, both Delforca and Mobiliaria Monesa have instigated a claim 
against the Bank seeking the recovery of EUR 56.8 million that the Bank received from the liquidation of the swap. The Bank has 
filed a claim against Delforca seeking the Bank's recognition of its right to receive the credit. At 30 June 2020, the risk is 
considered remote. The Bank has not recognised any provisions in this connection.
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-    Former employees of Banco do Estado de São Paulo S.A., Santander Banespa, Cia. de Arrendamiento Mercantil: a claim was filed 
in 1998 by the association of retired Banespa employees (AFABESP) requesting the payment of a half-yearly bonus 
contemplated in the by-laws of Banespa in the event that Banespa obtained a profit and that the distribution of this profit were 
approved by the Board of Directors. The bonus was not paid in 1994 and 1995 since Banespa had not made a profit during those 
years. Partial payments were made from 1996 to 2000, as approved by the Board of Directors. The relevant clause was 
eliminated in 2001. The Regional Labor Court and the High Employment Court ordered Santander (Brasil) S.A., as successor to 
Banespa, to pay this half-yearly bonus for the period from 1996 to the present. On 20 March 2019, a decision from the Federal 
Court of Justice (Supremo Tribunal Federal, or “STF”) rejected the extraordinary appeal filed by Santander Brasil. A rescission 
action was brought to revert the decision in the main proceedings and suspend procedural enforcement. The external legal 
advisor of the Bank has classified the risk of loss as probable. The current court decision does not define a specific amount to be 
paid by the defendants (this would only be determined once a final decision is issued and the enforcement process has begun).

-     “Planos Económicos”: like the rest of the banking system in Brasil, Santander Brasil has been the target of customer complaints 
and collective civil suits stemming from legislative changes and its application to bank deposits, fundamentally ('economic 
plans'). At the end of 2017, there was an agreement between regulatory entities and the Brazilian Federation of Banks 
(Febraban), already approved by the Supremo Tribunal Federal, with the purpose of closing the lawsuits. Discussions focused 
on specifying the amount to be paid to each affected client according to the balance in their notebook at the time of the Plan. 
Finally, the total value of the payments will depend on the number of endorsements they have made and the number of savers 
who have demonstrated the existence of the account and its balance on the date the indexes were changed. In November 2018, 
the STF ordered the suspension of all economic plan processes for two years from May 2018. 

On May 29, 2020, the Supremo Tribunal Federal approved the extension of the agreement for 5 additional years starting from 3 
June 2020. Condition for this extension was to include in the agreement actions related to the "Collor I Plan". The provisions 
recorded for the economic plan processes are considered to be sufficient. 

-      Floor clauses (“cláusulas suelo”): in consequence of the acquisition of Banco Popular Español, S.A.U, the Group has been 
exposed to a material number of transactions with floor clauses. The so-called "floor clauses" or minimum clauses are those 
under which the borrower accepts a minimum interest rate to be paid to the lender, regardless of the applicable reference 
interest rate. Banco Popular Español, S.A.U. included "floor clauses" in certain asset transactions with customers. In relation to 
this type of clauses, and after several rulings made by the Court of Justice of the European Union and the Spanish Supreme 
Court, and the extrajudicial process established by the Spanish Royal Decree-Law 1/2017, of 2 January, Banco Popular Español, 
S.A.U. made extraordinary provisions that were updated in order to cover the effect of the potential return of the excess interest 
charged for the application of the floor clauses between the contract date of the corresponding mortgage loans and May 2013. 
The Group considered that the maximum risk associated with the floor clauses applied in its contracts with consumers, in the 
most severe and not probable scenario, would amount to approximately EUR 900  million, as initially measured and without 
considering the returns performed. For this matter, after the purchase of Banco Popular Español, S.A.U., EUR 402  million 
provisions have been used by the Group (EUR 238 million in 2017, EUR 119 million in 2018 and EUR 45 million in 2019) mainly 
for refunds as a result of the extrajudicial process mentioned above. As of 30 June 2020, the amount of the Group's provisions 
in relation to this matter amounts to EUR 80 million (31 December 2019: EUR 80 million).

-      Banco Popular´s acquisition: considering the declaration setting out the resolution of Banco Popular Español, S.A.U., the 
redemption and conversion of its capital instruments and the subsequent transfer to Banco Santander, S.A. of the shares 
resulting from this conversion in exercise of the resolution instrument involving the sale of the institution's business, in the 
application accordance with the single resolution framework regulation referred to in Note 3 of the 2019 consolidated annual 
accounts, some investors have filed claims against the EU’s Single Resolution Board decision, the FROB's resolution executed in 
accordance to the aforementioned decision, and claims have been filed and may be filed in the future against Banco Santander, 
S.A. or other Santander Group companies deriving from or related to the acquisition of Banco Popular Español, S.A.U.. 

At this stage, it is not possible to foresee the total number of claims that could be filed by the former holders of shares and 
capital instruments (arising from the acquisition by investors of such shares and capital instruments of Banco Popular Español, 
S.A.U. prior to resolution, including in particular, without limitation, the shares acquired in the context of the capital increase 
with pre-emptive subscription rights carried out in 2016), and their economic implications (especially considering that the 
decision to resolve in application of the new regulation has no precedent, and that it may be possible that future claims do not 
specify a specific amount, put forward new legal interpretations or involve a large number of parties).

The estimated cost of any compensation to shareholders and bondholders of Banco Popular recognised in 2017 amounted to 
EUR 680 million, of which EUR 535 million were applied to the commercial loyalty program. The provisions recorded are 
considered sufficient to cover the risks associated with the court claims currently being dealt with. However, if additional 
amounts have to be paid for claims already raised with an undetermined economic interest or for new claims, this could have a 
significant adverse effect on the Santander Group's results and financial situation.
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Likewise, the Central Court of Instruction 4 is currently conducting preliminary proceedings 42/2017, in which, amongst other 
things, is being investigated the following: (i) the accuracy of the prospectus for the capital increase with pre-emptive 
subscription rights carried out by Banco Popular in 2016; And (ii) the alleged manipulation of the share price of Banco Popular 
until the resolution of the bank, in June 2017. During the course of the proceedings, on 15 January 2019, the Spanish National 
Court, applying article 130.2 of the Spanish Criminal Code, declared the Bank the successor entity to Banco Popular Español, 
S.A.U. (following the merger of the Bank and Banco Popular Español, S.A.U. on 28 September 2018), and, as a result, 
determined that the Bank assumed the role of the party being investigated in the criminal proceeding. The decision was 
appealed and on 30 April 2019, the Spanish National Court ruled in favor of Banco Santander, S.A. declaring that Banco 
Santander, S.A. cannot inherit Banco Popular’s potential criminal liability. This ruling was appealed before the Supreme Court 
who have rejected the appeal. In this procedure, Banco Santander has the status of possible subsidiary civil liability.

-    German shares investigation: the Cologne Public Prosecution Office is conducting an investigation against the Bank, and other 
group entities based in UK - Santander UK plc, Santander Financial Services Plc and Cater Allen International Limited -, in 
relation to a particular type of tax dividend linked transactions known as cum-ex transactions. The Group is cooperating with 
the German authorities. According to the state of the investigations, the results and the effects for the Group, which may 
potentially include the imposition of financial penalties, cannot be anticipated. The Bank has not recognised any provisions in 
relation to the potential imposition of financial penalties.

-    Attorneys General Investigation of auto loan securitisation transactions and fair lending practices: in October 2014, May 2015, 
July 2015 and February 2017, Santander Consumer USA Inc. (SC) received subpoenas and/or Civil Investigative Demands (CIDs) 
from the Attorneys General of the U.S. states of California, Illinois, Oregon, New Jersey, Maryland and Washington under the 
authority of each state's consumer protection statutes. These states serve on behalf of a group of 33 state Attorneys General. 
The subpoenas and CIDs contained broad requests for information and the production of documents related to SC’s 
underwriting, securitization, the recovery efforts servicing and collection of non prime vehicle loans. SC responded to these 
requests within the deadlines specified and has otherwise cooperated with the Attorneys General with respect to this matter. 
On 19 May 2020, SC entered into settlements with all the attorneys general resolving this investigation.  SC is fully reserved for 
the settlement.

-     Financial Industry Regulatory Authority (“FINRA”) Puerto Rico Arbitrations: as of 30 June 2020, Santander Securities LLC (SSLLC) 
had received 764 FINRA arbitration cases related to Puerto Rico Bonds issued by public and public related entities, as well as 
Puerto Rico closed-end funds (CEFs). The statements of claims allege, among other things, fraud, negligence, breach of 
fiduciary duty, breach of contract, unsuitability, over-concentration of the investments and failure to supervise. There were 346 
arbitration cases that remained pending as of 30 June 2020. 

As a result of various legal, economic and market factors impacting or that could impact of the value Puerto Rico bonds and 
CEFs, it is possible that additional arbitration claims and/or increased claim amounts may be asserted against SSLLC in future 
periods. The provisions recorded for these matters are considered sufficient.

 -   IRPH Index: a portion of our Spanish mortgage loan portfolio bears interest at a rate indexed to the “Índice de Referencia de 
Préstamos Hipotecarios” known as “IRPH” which, at the time the contracts were entered into, served as reference rate for many 
mortgage loan agreements in Spain and was published by the Bank of Spain. Consumers in Spain have brought lawsuits against 
most of the Spanish banking sector alleging that the use and related disclosures of such rate did not comply with the 
transparency requirements of European regulation. On 14 December 2017, the Supreme Court of Spain ruled that these clauses 
were valid, as the IRPH is an official rate and therefore non-subject to transparency requirements. The matter was referred to 
the Court of Justice of the European Union through a preliminary ruling procedure. On 3 March 2020 the CJUE rendered its 
decision.

The CJUE ruled that, being the IRPH a valid index, national courts are entitled to examine its use on each particular contract in 
order to verify whether the transparency requirements have been met. When carrying out the transparency control, national 
courts have to take into account all the circumstances surrounding the conclusion of the particular contract, including whether 
essential information relating to the calculation of that rate was easily accessible and the provision of data relating to past 
fluctuations of the index. Finally, with regard to the effects of nullity of an IRPH index clause, the CJUE entitles national courts 
to substitute it with another statutory index, thus not declaring the nullity of the whole contact.

While the uncertainty regarding the effects of the CJUE judgment remain, it is expected that national courts will follow the 
case-law set by the Spanish Supreme Court in 2017. Therefore, it is not possible still to estimate the potential exposure. 
Currently, the balance of the relevant mortgage loans held by us equals approximately EUR 3,254 million.

-     Banco Santander, S.A. has been sued in a legal proceeding in which the plaintiff alleges that a contract was concluded whereby 
he would be entrusted with the functions of CEO of the Bank. In the complaint, the claimant mainly requests a declaratory 
ruling that affirms the validity and conclusion of such contract and its enforcement together with the payment of certain 
amounts. If the main request is not granted, the claimant seeks compensation for a total amount of approximately EUR 
112  million or, an alternative relief for other minor amounts. Banco Santander, S.A. has answered to the complaint. In this 
answer, it is stated that the conditions to which the appointment was subject to were not met and that the contract required by 
law was not concluded. The proceeding is ongoing.
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-   CHF Polish Mortgage Loans: On 3 October 2019, the Court of Justice of the European Union (CJEU) rendered its decision in 
relation to a lawsuit against an unrelated bank in Poland, with regards to unfair contractual clauses in consumer agreements, 
specifically the consequences of potentially unfair contractual clauses in CHF-indexed loan agreements. The CJEU has left to 
Polish courts the decision on whether the whole contract can be maintained once the abusive terms have been removed, which 
should in turn decide whether the effects of the annulment of the contract are prejudicial to the consumer. In that case, the 
court may only integrate the contract with default provisions of national law and decide, in accordance with those provisions, 
on the applicable rate.

As at 30 June 2020, the Group has a portfolio of mortgage loans denominated in, or indexed to, CHF of approximately PLN 
10,114 million (EUR 2,276 million).

In 2019 the Group (Santander Bank Polska S.A. and Santander Consumer Bank S.A.) in Poland created PLN 173 million (EUR 
40.9 million) provision for CHF. On June 2020, the provision was increased by PLN 63.2 million (EUR 14.2 million).This provision 
represents the best estimate to date given the difficulty to predict the financial impact, as, it is for national courts to decide the 
relevant issues.

The Bank and the other Group companies are subject to claims and, therefore, are party to certain legal proceedings incidental to 
the normal course of their business including those in connection with lending activities, relationships with employees and other 
commercial or tax matters. 

With the information available to it, the Group considers that, at 30 June 2020, it had reliably estimated the obligations associated 
with each proceeding and had recognised, where necessary, sufficient provisions to cover reasonably any liabilities that may arise 
as a result of these tax and legal risks. Subject to the qualifications made, it also believes that any liability arising from such claims 
and proceedings will not have, overall, a material adverse effect on the Group’s business, financial position or results of operations.

11.   Equity

In the  first six months ended 30 June 2020 and 2019 there were no quantitative or qualitative changes in the Group's equity other 
than those indicated in the condensed consolidated statements of changes in total equity.

a)    Capital

As of 30 June 2020 and 31 December 2019, the Bank's capital stock was represented by 16,618,114,582 shares, with a nominal 
amount of EUR 8,309 million, in both dates.

b)   Breakdown of other comprehensive income - Items not reclassified to profit or loss and Items that may be reclassified to profit 
or loss

Million euros
30-06-2020 31-12-2019 (*)

Other comprehensive income accumulated  (30,637)  (24,168) 
   Items not reclassified to profit or loss  (5,010)  (4,288) 

Actuarial gains or losses on defined benefit pension plans  (4,756)  (4,764) 
Non-current assets held for sale  —  — 
Share in other income and expenses recognised in investments, joint ventures and associates  (6)  1 
Other valuation adjustments  —  — 
Changes in the fair value of equity instruments measured at fair value with changes in other 
comprehensive income  (257)  514 

Inefficacy of fair value hedges of equity instruments measured at fair value with changes
 in other comprehensive income  —  — 

Changes in the fair value of equity instruments measured at fair valuewith changes
 in other comprehensive income (hedged item)  166  44 

Changes in the fair value of equity instruments measured at fair value with changes
 in other comprehensive income (hedging instrument)  (166)  (44) 

Changes in the fair value of financial liabilities measured at fair value through profit or loss
 attributable to changes in credit risk  9  (39) 

   Items that may be reclassified to profit or loss  (25,627)  (19,880) 
Hedge of net investments in foreign operations (effective portion)  (2,940)  (5,464) 
Exchange differences  (25,450)  (16,701) 
Hedging derivatives (effective portion)  846  300 
Changes in the fair value of debt instruments measured at fair value with changes in other 
comprehensive income  2,465  2,321 
Hedging instruments (items not designated)  —  — 
Non-current assets held for sale  —  — 
Share in other income and expenses recognised in investments, joint ventures and associates  (548)  (336) 

(*) See Note 1.e.
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c)    Other comprehensive income - Items not reclassified to profit or loss - Actuarial gains or losses on defined benefit pension plans

The changes in the balance of Other comprehensive income - Items not reclassified to profit or loss - Actuarial gains or losses on 
defined benefit pension plans include the actuarial gains or losses generated in the period and the return on plan assets, excluding 
amounts included in net interest on the net defined benefit liability (asset), less the administrative expenses and taxes inherent to 
the plan, and any change in the effect of the asset ceiling. Its variation is shown in the condensed consolidated statement of 
recognised income and expense.

During the first six months of 2020, the amount of actuarial losses (net of actuarial gains) has decreased by EUR 204 million. The 
main impacts are:

• Increase of EUR 437 million in the accrued actuarial losses relating to the Group's businesses in the United Kingdom, mainly due 
to the change in the discount rate (decrease from 2.11% to 1.44%).

• Decrease of EUR 267 million in the accrued actuarial losses relating to the Group's businesses in the Brazil, mainly due to the 
change in the discount rate (increase from 7.05% to 7.46%, for pension plans and from 7.22% to 7.78% for medical plans).

• Increase of EUR 43 million in the accrued actuarial losses relating to the Group's businesses in the Spain, due to the change in 
the mortality tables, which has been partially offset by demographic gains.

The remaining variation in the accrued actuarial gains and losses heading represents a decrease of EUR 417 million, as a result of 
the evolution of exchange rates, mainly in the depreciation of the Brazilian real and other effects.

d)  Other comprehensive income - Items not reclassified to profit or loss – Changes in the fair value of equity instruments 
measured at fair value with changes in other comprehensive income

Includes the net amount of unrealised fair value changes in equity instruments at fair value with changes in other comprehensive 
income.

Below is a breakdown of the composition of the balance as of 30 June 2020 under “Other comprehensive income - Items not 
reclassified to profit or loss - Changes in the fair value of equity instruments measured at fair value with changes in other global 
result depending on the geographical origin of the issuer”:

Million euros

30-06-2020 31-12-2019

Revaluation 
gains

Revaluation 
losses

Net 
revaluation 

gains/(losses) Fair value
Revaluation 

gains
Revaluation 

losses

Net 
revaluation 

gains/(losses) Fair value

Equity instruments

Domestic

Spain  20  (794)  (774)  141  21  (445)  (424)  184 

International

Rest of Europe  62  (74)  (12)  308  68  (72)  (4)  379 

United States  15  (3)  12  43  15  (3)  12  44 

Latin America and rest  524  (7)  517  1,736  934  (4)  930  2,256 

 621  (878)  (257)  2,228  1,038  (524)  514  2,863 

Of which:

Listed  525  (42)  483  1,756  936  (14)  922  2,283 

Unlisted  96  (836)  (740)  472  102  (510)  (408)  580 
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e)    Other comprehensive income - Items that may be reclassified to profit or loss – Hedges of net investments in foreign operations 
(effective portion) and exchange differences

Other comprehensive income - Items that may be reclassified to profit or loss - Hedges of net investments in foreign operations 
(effective portion) includes the net amount of the changes in value of hedging instruments in hedges of net investments in foreign 
operations, in respect of the portion of these changes considered to be effective hedges.

Other comprehensive income - Items that may be reclassified to profit or loss - Exchange differences includes the net amount of 
exchange differences arising on non-monetary items whose fair value is adjusted against equity and the differences arising on the 
translation to euros of the balances of the consolidated entities whose functional currency is not the euro.

The net variation of both headings recognised during the first six months of 2020, recorded in the statement of income and 
expenses recognised as a consolidated summary, reflects the impact of the evolution of currencies in the year, as a consequence of 
the generalized depreciation of the main currencies (see Note 1.e). 

From this variation, a loss of EUR 1,897 million corresponds to the valuation at the closing exchange rate of goodwill of the six 
months (see Note 8).

f)   Other comprehensive income – Items that may be reclassified to profit or loss – Changes in the fair value of debt instruments 
measured at fair value through other comprehensive income

Includes the net amount of unrealised fair value changes in debt instruments at fair value through other comprehensive income.

Below is a breakdown of the composition of the balance as of 30 June 2020 and 31 December 2019 under Other comprehensive 
income - Items that may be reclassified to profit or loss - Changes in the fair value of debt instruments measured at fair value 
through other comprehensive income depending on the type of instrument and the geographical origin of the issuer:

Million euros

30-06-2020 31-12-2019

Revaluation 
gains

Revaluation 
losses

Net revaluation 
gains/(losses) Fair value

Revaluation 
gains

Revaluation 
losses

Net revaluation 
gains/(losses) Fair value

Debt instruments
    Government and central banks
    debt instruments

      Spain  862  —  862  23,167  947  (2)  945  32,413 

      Rest of Europe  792  (69)  723  17,993  664  (38)  626  19,052 

      Latin America and rest of the world  893  (119)  774  51,697  839  (121)  718  51,284 

    Private-sector debt instruments  156  (50)  106  27,475  81  (49)  32  20,096 

 2,703  (238)  2,465  120,332  2,531  (210)  2,321  122,845 

12.   Segment information (Primary segment)

For Group management purposes, the primary level of segmentation, which is based on the Group's management structure, 
comprises five reportable segments: four operating areas plus the Corporate Center. The operating areas are: Europe, South America, 
North America and Santander Global Platform.

Following is the breakdown of revenue that is deemed to be recognised under Dividend income, Commission income, Gain or losses 
on financial assets and liabilities not measured at fair value through profit or loss, net, Gain or losses on financial assets and liabilities 
held for trading, net, Gain or losses on non-trading financial assets and liabilities mandatorily at fair value through profit or loss, Gain 
or losses on financial assets and liabilities measured at fair value through profit or loss, net, Gain or losses from hedge accounting, 
net, Other operating income and Income from assets under insurance and reinsurance contracts in the accompanying consolidated 
income statements for the first six months ended 30 June 2020 and 2019.

This financial information (“underlying basis”) is computed by adjusting reported results for the effects of certain gains and losses 
(e.g.: capital gains, write-downs, etc.). These gains and losses are items that management and investors ordinarily identify and 
consider separately to understand better the underlying trends in the business.
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Following is the reconciliation between the adjusted profit and the statutory profit corresponding to the first six months ended 30 
June 2020 and 2019:

Million euros

Revenue from ordinary activities Profit Profit before taxes

Segment 30-06-2020 30-06-2019 30-06-2020 30-06-2019 30-06-2020 30-06-2019

Europe  13,912  16,190  1,075  2,354  1,748  3,549 

North America  8,293  8,768  617  889  883  1,594 

South America  12,893  14,420  1,383  1,961  2,465  3,661 

Santander Global Platform  95  61  (41)  (51)  (67)  (70) 

Corporate Centre  175  (101)  (1,126)  (1,108)  (1,188)  (1,155) 

Underlying Profit  35,368  39,338  1,908  4,045  3,841  7,579 

Adjustments  —  —  (12,706)  (814)  (10,251)  (1,048) 

Statutory Profit  35,368  39,338  (10,798)  3,231  (6,410)  6,531 

  

Explanation of adjustments: 

In the first six months of 2020, an adjustment to goodwill arising from the Group´s acquisitions of EUR -10,100 million is included 
together with the valuation of tax assets adjustment of EUR -2,500 million, as well as restructuring and other costs of EUR -106 
million: EUR -55 million in the United Kingdom, EUR -28 million in Santander Consumer Finance, EUR -10 million in Poland and EUR -13 
million in Other Europe.

In the first six months of 2019, the capital gains obtained from the sale of 51% of our stake in the Argentine company Prisma Medios 
de Pago S.A. were accounted for and the revaluation of the remaining 49%, EUR 150 million), capital losses related to the sale of real 
estate assets in Spain, EUR -180 million, and restructuring costs in the United Kingdom, Poland and Spain, EUR -704 million and EUR 
-80 million impact in PPI contributions in the United Kingdom.

13.   Related parties

The parties related to the Group are deemed to include, in addition to its subsidiaries, associates and jointly controlled entities, the 
Bank’s key management personnel (the members of its board of directors and the executive vice presidents, together with their close 
family members) and the entities over which the key management personnel may exercise significant influence or control.

Following is a detail of the transactions performed by the Group with its related parties in the first six months of 2020 and 2019, 
distinguishing between significant shareholders, members of the Bank’s board of directors, the Bank’s executive vice presidents, 
Group entities and other related parties. Related party transactions were made on terms equivalent to those that prevail in arm’s-
length transactions or, when this was not the case, the related compensation in kind was recognised:

Million euros
30-06-2020

Expenses and income
Significant 

shareholders
Directors and 

executives
Group companies 

or entities
Other related 

parties Total
Expenses:
Finance costs  —  —  4  —  4 
Leases  —  —  —  —  — 
Services received  —  —  —  —  — 
Purchases of stocks  —  —  —  —  — 
Other expenses  —  —  15  —  15 

 —  —  19  —  19 
Income:
Finance income  —  —  58  —  58 
Dividends received  —  —  —  —  — 
Services rendered  —  —  —  —  — 
Sale of stocks  —  —  —  —  — 
Other income  —  —  548  —  548 

 —  —  606  —  606 
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Million euros

30-06-2020

Other transactions
Significant 

shareholders
Directors and 

executives
Group companies 

or entities
Other related 

parties Total

Financing agreements: loans and capital contributions (lender)  —  (1)  (324)  (8)  (333) 

Financing agreements: loans and capital contributions (borrower)  —  (14)  148  30  164 

Guarantees provided  —  —  (1)  —  (1) 

Guarantees received  —  —  —  —  — 

Commitments acquired  —  (1)  (83)  5  (79) 

Dividends and other distributed profit  —  —  —  —  — 

Other transactions  —  —  (1,010)  —  (1,010) 

Million euros

30-06-2020

Balance closing period
Significant 

shareholders
Directors and 

executives
Group companies 

or entities
Other related 

parties Total

Debt balances:

Customers and commercial debtors  —  —  —  —  — 

Loans and credits granted  —  25  7,588  96  7,709 

Other collection rights  —  —  769  —  769 

 —  25  8,357  96  8,478 

Credit balances:

Suppliers and creditors granted  —  —  —  —  — 

Loans and credits received  —  24  2,776  85  2,885 

Other payment obligations  —  —  93  —  93 

 —  24  2,869  85  2,978 

Million euros

30-06-2019

Expenses and income
Significant 

shareholders
Directors and 

executives
Group companies 

or entities
Other related 

parties Total

Expenses:

Finance costs  —  —  1  —  1 

Leases  —  —  —  —  — 

Services received  —  —  —  —  — 

Purchases of stocks  —  —  —  —  — 

Other expenses  —  —  13  —  13 

 —  —  14  —  14 

Income:

Finance income  —  —  46  —  46 

Dividends received  —  —  —  —  — 

Services rendered  —  —  —  —  — 

Sale of stocks  —  —  —  —  — 

Other income  —  —  490  —  490 

 —  —  536  —  536 
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Million euros

30-06-2019

Other transactions
Significant 

shareholders
Directors and 

executives
Group companies 

or entities
Other related 

parties Total

Financing agreements: loans and capital contributions (lender)  —  —  617  (6)  611 

Financing agreements: loans and capital contributions (borrower)  —  —  289  12  301 

Guarantees provided  —  —  (21)  —  (21) 

Guarantees received  —  —  —  —  — 

Commitments acquired  —  —  75  (24)  51 

Dividends and other distributed profit  —  5  —  20  25 

Other transactions  —  —  —  —  — 

Million euros

31-12-2019

Balance closing period
Significant 

shareholders
Directors and 

executives
Group companies 

or entities
Other related 

parties Total

Debt balances:

Customers and commercial debtors  —  —  —  —  — 

Loans and credits granted  —  26  7,911  104  8,041 

Other collection rights  —  —  1,747  0  1,747 

 —  26  9,658  104  9,788 

Credit balances:

Suppliers and creditors granted  —  —  —  —  — 

Loans and credits received  —  53  2,628  57  2,738 

Other payment obligations  —  —  61  —  61 

 —  53  2,689  57  2,799 

14   Off-balance-sheet exposures

The off-balance-sheet exposures related to balances representing loans commitments, financial guarantees and other commitments 
granted (recoverables and non recoverables).

Financial guarantees granted include financial guarantees contracts such as financial bank guarantees, credit derivatives, and risks 
arising from derivatives granted to third parties; non-financial guarantees include other guarantees and irrevocable documentary 
credits.

Loan and other commitments granted include all off-balance-sheet exposures, which are not classified as guarantees provided, 
including loans commitment granted.

Million euros

30-06-2020 31-12-2019

Loan commitments granted  228,767  241,179 

  Of which doubtful  280  352 

Financial guarantees granted  12,166  13,650 

  Of which doubtful  141  154 

Bank sureties  12,144  13,620 

Credit derivatives sold  22  30 

Other commitments granted  78,654  68,895 

  Of which doubtful  611  747 

Other granted guarantees  33,412  33,890 

Other  45,242  35,005 
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The breakdown of the off-balance sheet exposure and impairment on 30 June 2020 and 31 December 2019 by impairment stages is 
EUR 311,447 million and EUR 316,116 million of exposure and EUR 378 million and EUR 417 million of impairment in stage 1, EUR 
7,108 million and EUR 6,355 million of exposure and EUR 134 million and EUR 145 million of impairment in stage 2, and EUR 1,032 
million and EUR 1,253 million of exposure and EUR 154 million and EUR 177 million of impairment in stage 3, respectively.

15.   Average headcount and number of branches

The average number of employees at the Bank and the Group, by gender, in the first six months ended 30 June 2020 and 2019 is as 
follows:

Average headcount

Bank Group

30-06-2020 30-06-2019 30-06-2020 30-06-2019

Men  13,942  16,240  88,763  91,609 

Women  12,681  13,739  106,398  110,789 

 26,623  29,979  195,161  202,398 

The number of branches at 30 June 2020 and 31 December 2019 is as follow:

Number of branches

Group

30-06-2020 31-12-2019

Spain  3,272  3,286 

Foreign  8,575  8,666 

 11,847  11,952 

16.   Other disclosures

a) Valuation techniques for financial assets and liabilities

The following table shows a summary of the fair values, at 30 June 2020 and 31  December 2019, of the financial assets and 
liabilities indicated below, classified on the basis of the various measurement methods used by the Group to determine their fair 
value:

Million euros

30-06-2020 31-12-2019
Published price 

quotations in 
active markets 

(Level 1)
Internal models 
(Levels 2 and 3) Total

Published price 
quotations in 

active markets 
(Level 1)

Internal models 
(Levels 2 and 3) Total

Financial assets held for trading  40,627  83,518  124,145  44,581  63,649  108,230 
Non-trading financial assets mandatorily at fair value 
through profit or loss  1,528  4,374  5,902  1,530  3,381  4,911 
Financial assets at fair value through profit and loss  2,374  88,994  91,368  2,572  59,497  62,069 
Financial assets at fair value through other 
comprehensive income  94,646  27,914  122,560  103,089  22,619  125,708 
Hedging derivatives (assets)  —  11,999  11,999  —  7,216  7,216 
Financial liabilities held for trading  11,707  85,993  97,700  9,781  67,358  77,139 
Financial liabilities designated at fair value through 
profit or loss  2,129  57,490  59,619  1,484  59,511  60,995 
Hedging derivatives (liabilities)  —  6,583  6,583  —  6,048  6,048 
Liabilities under insurance contracts  —  2,246  2,246  —  739  739 
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Financial instruments at fair value, determined on the basis of published price quotations in active markets (Level 1), include 
government debt instruments, private-sector debt instruments, derivatives traded in organised markets, securitised assets, shares, 
short positions and fixed-income securities issued.

In cases where price quotations cannot be observed, management makes its best estimate of the price that the market would set, 
using its own internal models. In most cases, these internal models use data based on observable market parameters as significant 
inputs (Level 2) and, in some cases, they use significant inputs not observable in market data (Level 3).

In order to make these estimates, various techniques are employed, including the extrapolation of observable market data. The 
best evidence of the fair value of a financial instrument on initial recognition is the transaction price, unless the fair value of the 
instrument can be obtained from other market transactions performed with the same or similar instruments or can be measured by 
using a valuation technique in which the variables used include only observable market data, mainly interest rates.

During the first six months of 2020, the Group did not make any material transfers of financial instruments between measurement 
levels other than the transfers included in level 3 table. 

The Group has developed a formal process for the systematic valuation and management of financial instruments, which has been 
implemented worldwide across all the Group's units. The governance scheme for this process distributes responsibilities between 
two independent divisions: Treasury (development, marketing and daily management of financial products and market data) and 
Risk (on a periodic basis, validation of pricing models and market data, computation of risk metrics, new transaction approval 
policies, management of market risk and implementation of fair value adjustment policies). The approval of new products follows a 
sequence of steps (request, development, validation, integration in corporate systems and quality assurance) before the product is 
brought into production. This process ensures that pricing systems have been properly reviewed and are stable before they are 
used.

The most important products and families of derivatives, and the related valuation techniques and inputs, by asset class, are 
detailed in the consolidated annual accounts as at 31 December 2019.

As of 30 June 2020, the CVA (Credit Valuation Adjustment) accounted for was EUR 477.4 million (an increase of 75.5% compared to 
31 December 2019 year end) and adjustments of DVA (Debt Valuation Adjustment) was EUR 250.1 million (46.2% compared to 
31 December 2019). During the last quarter the main credit spreads were reduced by almost 30% although the markets still reflect 
levels much higher than those at the start of the COVID-19 pandemic.
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Set forth below are the financial instruments at fair value whose measurement was based on internal models (Levels 2 and 3) at 30 
June 2020 and 31 December 2019:

Million euros Million euros

Fair values calculated using 
internal models at 

30-06-2020(*)

Fair values calculated using 
internal models at 

31-12-2019 (*)

Level 2 Level 3 Level 2 Level 3 Valuation techniques Main inputs

ASSETS  207,898  8,901  149,711  6,651 

Financial assets held for trading  82,851  667  63,051  598 

Credit institutions  6  —  —  — Present value method Yield curves, FX market prices

Customers (**)  289  —  355  — Present value method Yield curves, FX market prices

Debt instruments and equity instruments  692  42  760  65 Present value method Yield curves, FX market prices

Derivatives  81,864  625  61,936  533 

Swaps  67,644  164  51,594  182 Present value method, Gaussian Copula (***) Yield curves, FX market prices, HPI, Basis, Liquidity

Exchange rate options  1,157  8  469  8 Black-Scholes Model Yield curves, Volatility surfaces, FX market prices, Liquidity

Interest rate options  3,443  264  3,073  177 
Black's Model, multifactorial advanced models interest 
rate Yield curves, Volatility surfaces, FX market prices, Liquidity

Interest rate futures  760  —  190  — Present value method Yield curves, FX market prices

Index and securities options  1,781  142  1,164  95 
Black’s Model, multifactorial advanced models interest 
rate

Yield curves, Volatility surfaces, FX & EQ market prices, Dividends, 
Liquidity.

Other  7,079  47  5,446  71 
Present value method, Advanced stochastic volatility 
models and other

Yield curves, Volatility surfaces, FX and EQ market prices, 
Dividends, Liquidity, Dividends, Correlation, HPI, Credit, Others.

Hedging derivatives  11,999  —  7,216  — 

Swaps  9,305  —  6,485  — Present value method Yield curves, FX market prices, Basis

Interest rate options  27  —  25  — Black-Scholes Model Yield curves, FX maket prices, Volatility surfaces, Liquidity

Other  2,667  —  706  — 
Present value method, Advanced stochastic volatility 
models and other

Yield curves, Volatility surfaces, FX market prices, Credit, Liquidity, 
Others

Non-trading financial assets mandatorily at fair 
value through profit or loss  1,886  2,488  1,780  1,601 Yield curves, FX and EQ market prices, Others

Equity instruments  1,235  555  1,272  550 Present value method Market price, Interest rates curves, Dividends and Others

Debt instruments  638  145  498  675 Present value method Yield curves

Loans and receivables (**)  13  1,788  10  376 Present value method, swap asset model & CDS Yield curves and Credit curves

Financial assets designated at fair value 
through profit or loss  88,456  538  58,833  664 

Central banks  4,862  —  6,474  — Present value method Yield curves, FX market prices

Credit institutions  49,791  162  21,598  50 Present value method Yield curves, FX market prices

Customers (****)  33,598  23  30,729  32 Present value method Yield curves, FX market prices, HPI

Debt instruments  205  353  32  582 Present value method Yield curves, FX market prices

Financial assets at fair value through other 
comprehensive income  22,706  5,208  18,831  3,788 

Equity instruments  102  295  98  407 Present value method Market price, Interest rates curves, Dividends and Others

Debt instruments  19,084  142  17,486  188 Present value method Yield curves, FX market prices 

Loans and receivables  3,520  4,771  1,247  3,193 Present value method Yield curves, FX market prices and Credit curves

LIABILITIES  151,391  921  132,582  1,074 

Financial liabilities held for trading  85,717  276  67,068  290 

Central banks  —  —  —  — Present value method Yield curves, FX market prices

Credit institutions  —  —  —  — Present value method Yield curves, FX market prices

Customers  —  —  —  — Present value method Yield curves, FX market prices

Derivatives  82,360  276  61,789  290 

Swaps  66,566  111  49,927  115 Present value method, Gaussian Copula (***) Yield curves, FX market prices, Basis, Liquidity, HPI

Exchange rate options  1,134  1  658  1 Black-Scholes Model Yield curves, Volatility surfaces, FX market prices, Liquidit

Interest rate options  4,831  53  4,291  34 
Black's Model, multifactorial advanced models interest 
rate Yield curves, Volatility surfaces, FX market prices, Liquidity

Index and securities options  1,990  95  1,309  88 Black-Scholes Model Yield curves, FX market prices

Interest rate and equity futures  936  4  20  2 Present value method
Yield curves, Volatility surfaces, FX & EQ market prices, Dividends, 
Correlation, Liquidity, HPI, Credit, Others.

Other  6,903  12  5,584  50 
Present value method, Advanced stochastic volatility 
models

Yield curves, Volatility surfaces, FX & EQ market prices, Dividends, 
Correlation, Liquidity, HPI, Credit, Others

Short positions  3,357  —  5,279  — Present value method Yield curves ,FX & EQ market prices, Equity 

Hedging derivatives  6,583  —  6,048  — 

Swaps  5,887  —  4,737  — Present value method Yield curves ,FX & EQ market prices, Basis

Interest rate options  12  —  10  — Black's Model Yield curves , Volatility surfaces, FX market prices, Liquidity 

Other  684  —  1,301  — 
Present value method, Advanced stochastic volatility 
models and other

Yield curves , Volatility surfaces, FX market prices, Credit, Liquidity, 
Other

Financial liabilities designated at fair value 
through profit or loss  56,845  645  58,727  784 Present value method Yield curves, FX market prices

Liabilities under insurance contracts  2,246  —  739  — Present Value Method with actuarial techniques Mortality tables and interest rate curves
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(*)         The internal models of Level 2 implement figures based on the parameters observed in the market, while Level 3 internal models uses significant inputs that are not 
observable in market data. 

(**) Includes mainly short-term loans and reverse repurchase agreements with corporate customers (mainly brokerage and investment companies).

(***) Includes credit risk derivatives with a negative net fair value of EUR 0 and EUR 6 million recognised in the interim condensed consolidated balance sheet 30 June 2020  
and 31 December 2019. These assets and liabilities are measured using the Standard Gaussian Copula Model.

(****) Includes residential mortgages to financial institutions in the United Kingdom (which are regulated and partly financed by the Government). The fair value of these loans 
has been obtained using observable market variables, including current market transactions of similar amount and guarantees provided by the UK Housing Association. 
Given that the Government is involved in these entities, credit risk spreads have remained stable and homogeneous in this sector. The results arising from the valuation 
model are contrasted against current market transactions.

The measurements obtained using the internal models might have been different had other methods or assumptions been used 
with respect to interest rate risk, to credit risk, market risk and foreign currency risk spreads, or to their related correlations and 
volatilities. Nevertheless, the Bank’s directors consider that the fair value of the financial assets and liabilities recognised in the 
consolidated balance sheet and the gains and losses arising from these financial instruments are reasonable.

Level 3 financial instruments

Set forth below are the Group's main financial instruments measured using unobservable market data that constitute significant 
inputs of the internal models (Level 3):

-    Instruments in Santander UK's portfolio (loans, debt instruments and derivatives) linked to the House Price Index (HPI). Even if 
the valuation techniques used for these instruments may be the same as those used to value similar products (present value in 
the case of loans and debt instruments, and the Black-Scholes model for derivatives), the main factors used in the valuation of 
these instruments are the HPI spot rate, the growth rate of that rate, its volatility and mortality rates, which are not always 
observable in the market and, accordingly, these instruments are considered illiquid:

• The HPI spot rate: for some instruments the NSA HPI spot rate, which is directly observable and published on a monthly 
basis, is used. For other instruments where regional HPI rates must be used (published quarterly), adjustments are made to 
reflect the different composition of the rates and adapt them to the regional composition of Santander UK's portfolio.

• HPI growth rate: this is not always directly observable in the market, especially for long maturities, and is estimated in 
accordance with existing quoted prices. To reflect the uncertainty implicit in these estimates, adjustments are made based 
on an analysis of the historical volatility of the HPI, incorporating reversion to the mean. 

• HPI volatility: the long-term volatility is not directly observable in the market but is estimated on the basis of more short-
term quoted prices and by making an adjustment to reflect the existing uncertainty, based on the standard deviation of 
historical volatility over various time periods.

• Mortality rates: these are based on published official tables and adjusted to reflect the composition of the customer 
portfolio for this type of product at Santander UK.

-   Callable interest rate trading derivatives (Bermudan style options) where the main unobservable input is mean reversion of 
interest rates.

-   Derivatives of negotiation on interest rates, taking asset securitisations and with the redemption rate (CPR) as the main 
unobservable input as an underlying asset.

-      Derivatives from trading on inflation in Spain, where volatility is not observable in the market.

-      Derivatives on long-term interest rate volatility and FX where volatility is not observable in the market at the indicated term.

-     Equity volatility derivatives, specifically indices and equities, where volatility is not observable in the long term.

- Derivatives on long-term interest rate and FX in some Latam units (mainly Brazil), where for certain underlyings it is not 
possible to demonstrate observability to these terms. 

-     Debt instruments in Latam units linked to certain illiquid interest rates, for which there is no reasonable market observability. 

-     Illiquid equity in non-trading portfolios, classified at fair value through profit or loss and at fair value through equity. 

- Syndicated loans with the HTC&S business model (Hold to collect and sale) and classified in the fair value category with 
changes in other accumulated global result, where the cost of liquidity is not directly observable in the market, as well as the 
prepayment option in favour of the borrower.

- Loans mandatorily at fair value through profit and loss in SCUSA, for which there are no observable market prices and certain 
valuation inputs associated with their credit risk are also unobservable. 

The net amount recorded in the results of the first six months of 2020 resulting from the aforementioned valuation models which 
main inputs are unobservable market data (Level 3) amounts to EUR 56 million benefit approximately (EUR 68 million in the first six 
months of 2019).
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The table below shows the effect, at 30 June 2020, on the fair value of the main financial instruments classified as Level 3 of a reasonable change in the assumptions used in the valuation. This effect 
was determined by applying the probable valuation ranges of the main unobservable inputs detailed in the following table: 

Portfolio/Instrument

Valuation technique Main unobservable inputs Range Weighted average

Impacts (in million euros)

(Level 3)
Unfavourable 

scenario Favorable scenario

Financial assets held for trading ( assets)   

Trading derivatives Present Value Method Curves on TAB indixes(*) (a) (a) (0.2) 0.2

Present Value model, modified Black-Scholes HPI forward growth rate 0%-5% 2.53% (22.8) 22.2

HPI spot n/a 427.73  (**) (8.3) 8.3

Caps/Floors Black Model
No interest rate curve observable in the market. It is valued with the MXNTIIE28 swap curve and an 
FVA is calculated based on the differential between the corresponding fixings. Curva  MXNTIIE28 + (-25bp, -3bp)  -14bp 0.015 0.002

Cross Currency Swaps Forward Estimation

- No interest rate curve observable in the market referenced to MXNTIIE91. It is valued with the 
MXNTIIE28 swap curve and an FVA is calculated based on the differential between the 
corresponding fixings. MXN long term fees

Bid Offer Spread 
IRS TIIE 0bp - 18bp

X-CCY USD/MXN 3bp - 10bp
Swaps UDI/MXN 5bp -  20bp

IRS TIIE 8bp
X-CCY MXN/USD 7bp

Swaps UDI/MXN 13bp (0.326) 0.339

Interest Rate Swaps (Swaps Lock In) Forward Estimation (open fórmula) Prepayment rate 6% - 12% 7.00% — —

Interest Rate Swaps Forward Estimation (open fórmula)
- No interest rate curve observable in the market. It is valued with the MXNTIIE28 swap curve and 
an FVA is calculated based on the differential between the corresponding fixings. 

Curva MXNTIIE91 = Curva  MXNTIIE28 + (-25bp, -3bp)
Bid Offer Spread 

IRS TIIE 0bp - 18bp
X-CCY USD/MXN 3bp - 10bp
Swaps UDI/MXN 5bp -  20bp

TIIE91  -14bp
IRS TIIE 8bp

X-CCY MXN/USD 7bp
Swaps UDI/MXN 13bp 0.888 0.242

Financial assets at fair value through other 
comprehensive income

Debt instruments and equity holdings Present Value Method, others Contingencies for litigations 0%-100% 26% (32.4) 11.4

Present Value Method, others Late payment and prepayment rate, capital cost, long-term profit growth rate (a) (a) (15.9) 15.9

Present Value Method, others Interest curves, FX Market Prices and Credit Curves (a) (a) (31.9) 31.9

Loans and advances to customers Local Volatility Long term volatility n/a 34% 244.9 (313.8)
Financial assets mandatorily designated at fair 
value through profit and loss

Credit to customers
Weighted average by probability (according to forecast mortality 
rates) of European HPI options, using the Black-Scholes model HPI forward growth rate 0%-5% 2.66% (6.7) 5.9

Debt instruments and equity instruments HPI spot rate n/a 427.73  (**) (6.4) 6.4

TD Black Spain Volatility n/a 4.7% 2.2 (11.5)

 Asset Swap and CDS Model Model – Interest Rate Curves and Credit n/a 7.7% (19.8) 4.4

Cvx. Adj (SLN) Long term volatility n/a 8.0% (121.2) 105.1

Preset Value Model, other Credit Spreads 0.12% - 0.39% 0.2% — —
Financial liabilities held for trading

Trading derivatives Present Value method, modified Black-Scholes Model HPI forward growth rate 0%-5% 2.39% (6.9) 6.3

HPI spot n/a 414.19 (**) (3.9) 4.4
Curves on TAB indixes (*) (a) (a) — —

 Discounted flows denominated in different currencies
This is a Balance Guaranteed Swap, which as it did not have the appropriate valuation model, was 
completely covered Back-to-Back (both IRS clauses contain same conditions for repayments) n/a n/a 0 0

Discounted flows denominated in different currencies
No interest rate curve observable in the market. It is valued with the MXNTIIE28 swap curve and an 
FVA is calculated (*) Curva  MXNTIIE28 + (-20bp, 9.5bp)  -5bp (0.039) 0.082

Hedging derivatives (liabilities)

Hedging derivatives Advanced models of local and stochastic volatility Correlation between prices of shares 55%-75% 65% n/a n/a

Advanced multi-factor interest rates models Mean reversion of interest rates 0.0001-0.03 0.01 (***) — 0

Financial liabilities designated at fair value 
through profit or loss

Customer deposits Flow Discounting Method Curve specified by the local regulator Curva (IGPM + 6%) + 100bps Curva (IGPM + 6%) + 100bps (30) 30
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(*) TAB: “Tasa Activa Bancaria” (Active Bank Rate). Average deposit interest rates (over 30, 90, 180 and 360 days) published by the Chilean Association of Banks and Financial Institutions (ABIF) in nominal currency (Chilean 
peso) and in real terms, adjusted for inflation (Unidad de Fomento - UF).

(**) There are national and regional HPI indices. The HPI spot value is the weighted average of the indices that correspond to the positions of each portfolio. The impact reported is a change of 10%.

(***) Theoretical average value of the parameter. The change arising on a favourable scenario is from 0.0001 to 0.03. An unfavourable scenario is not considered as there is insufficient margin for an adverse change from the 
current parameter level. 

(a) The exercise was conducted for the unobservable inputs described in the “main unobservable inputs” column under probable scenarios. The range and weighted average value used are not shown because the 
aforementioned exercise was conducted jointly for various inputs or variants thereof (e.g. the TAB input comprises vector-time curves, for which there are also nominal yield curves and inflation-indexed yield curves), and 
it was not possible to break down the results separately by type of input. In the case of the TAB curve the gain or loss is reported for changes of +/-100b.p. for the total sensitivity to this index in CLP and CLF. The same is 
applicable to the MXN interest rates.

(b) The Group calculates the potential impact on the measurement of each instrument on a joint basis, regardless of whether the individual value is positive (assets) or negative (liabilities), and discloses the joint effect 
associated with the related instruments classified on the asset side of the consolidated balance sheet.

* Note:   Null impacts in Quanto options arise because the position is completely covered back.to-back.
        Null impacts on Interest Rate Swaps (Swaps Lock In) arise because the prepaid risk is fully covered.
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Lastly, the changes in the financial instruments classified as Level 3 in the first six months of 2020  were as follows:

01-01-2020 Changes 30-06-2020

Million euros

Fair value calculated 
using internal models 

(Level 3)
Purchases/

Settlements
Sales/

Amortisation

Changes in fair 
value recognized 

in profit or loss

Changes in fair 
value recognised 

in equity
Level 

reclassifications Other

Fair value calculated 
using internal models 

(Level 3)

Financial assets held for trading  598  33  (43)  163  —  (18)  (66)  667 

Debt instruments  65  1  (20)  2  —  —  (6)  42 

Trading derivatives  533  32  (23)  161  —  (18)  (60)  625 

   Swaps  182  —  (7)  10  —  (8)  (13)  164 

   Exchange rate options  8  —  —  1  —  —  (1)  8 

   Interest rate options  177  14  (11)  84  —  —  —  264 

   Index and securities options  95  18  (3)  79  —  (10)  (37)  142 

   Other  71  —  (2)  (13)  —  —  (9)  47 

Hedging derivatives (Assets)  —  —  —  —  —  —  —  — 

Trading financial assets at fair value through profit or loss  664  191  (11)  (2)  —  (160)  (144)  538 

Credit institutions  50  164  —  (2)  —  (50)  —  162 

Loans and advances to customers  32  —  (11)  2  —  —  —  23 

Debt instruments  582  27  —  (2)  —  (110)  (144)  353 

Non-trading financial assets mandatorily at fair value through profit or loss  1,601  1,543  (238)  (38)  —  —  (380)  2,488 

Loans and advances to customers  376  1,531  (80)  10  —  —  (49)  1,788 

Debt instruments  675  —  (139)  (56)  —  —  (335)  145 

Equity instruments  550  12  (19)  8  —  —  4  555 

Financial assets at fair value through other comprehensive income  3,788  4,361  (3,162)  —  (355)  438  138  5,208 

TOTAL ASSETS  6,651  6,128  (3,454)  123  (355)  260  (452)  8,901 

Financial liabilities held for trading  290  17  (6)  91  —  (71)  (45)  276 

Trading derivatives  290  17  (6)  91  —  (71)  (45)  276 

   Swaps  115  —  5  25  —  (27)  (7)  111 

   Exchange rate options  1  —  —  1  —  —  (1)  1 

   Interest rate options  34  —  (2)  21  —  —  —  53 

   Index and securities options  88  14  (3)  69  —  (44)  (29)  95 

   Interest rate and equity futures  2  3  —  —  —  —  (1)  4 

   Others  50  —  (6)  (25)  —  —  (7)  12 

Hedging derivatives (Liabilities)  —  —  —  —  —  —  —  — 

Financial liabilities designated at fair value through profit or loss  784  4  (1)  (24)  —  —  (118)  645 

TOTAL LIABILITIES  1,074  21  (7)  67  —  (71)  (163)  921 
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b)    Sovereign risk with peripheral European countries

The detail at 30 June 2020 and 31 December 2019, by type of financial instrument, of the Group credit institutions’ sovereign risk 
exposure to Europe’s peripheral countries and of the short positions exposed to them, taking into consideration the scope 
established by the European Banking Authority (EBA) in the analyses performed on the capital needs of European credit institutions 
(See Note 54 to the consolidated annual accounts for 2019), is as follows:

Sovereign risk by country of issuer/borrower at 30 June 2020 (*)

Million euros

Debt instruments MtM Derivatives (***)

Financial 
assets held 
for trading 

and Financial 
assets 

designated 
at fair value 

through 
profit or loss

Short 
positions

Financial 
assets at fair 

value 
through 

other 
comprehensi

ve income

Non-trading 
financial 

assets 
mandatorily 
at fair value 

through 
profit or loss

Financial 
assets at 

amortised 
cost

Loans and 
advances to 
customers 

(**)

Total net 
direct 

exposure
Other 

than CDSs CDSs

Spain  7,180  (3,659)  10,328  —  994  10,374  25,217  565  — 

Portugal  224  (485)  4,184  —  648  4,078  8,649  —  — 

Italy  220  (192)  920  —  1,455  19  2,422  1  (1) 

Ireland  —  —  —  —  —  —  —  (11)  — 

(*) Information prepared under EBA standards. Also, there are government debt instruments on insurance companies balance sheets amounting to EUR 
14,926 million (of which EUR 13,132 million, EUR 1,300 million, EUR 482 million and EUR 12 million relate to Spain, Portugal, Italy and Ireland, 
respectively) and off-balance-sheet exposure other than derivatives – contingent liabilities and commitments– amounting to EUR 4,526 million (of 
which EUR 3,996 million, EUR 242 million and EUR 288 million to Spain, Portugal and Italy, respectively).

(**) Presented without taking into account the valuation adjustments recognised (EUR 16 million). 

(***) "Other than CDSs" refers to the exposure to derivatives based on the location of the counterparty, irrespective of the location of the underlying. 
“CDSs” refers to the exposure to CDSs based on the location of the underlying.

Sovereign risk by country of issuer/borrower at 31 December 2019 (*)

Million euros

Debt instruments MtM Derivatives (***)

Financial assets 
held for trading 

and Financial 
assets 

designated at 
fair value 

through profit 
or loss

Short 
positions

Financial assets 
at fair value 

through other 
comprehensive 

income

Non-trading 
financial 

assets 
mandatorily 
at fair value 

through 
profit or loss

Financial 
assets at 

amortised 
cost

Loans and 
advances to 
customers 

(**)

Total net 
direct 

exposure
Other 

than CDSs CDSs

Spain  9,090  (3,886)  19,961  —  208  9,993  35,366  474  — 

Portugal  31  (777)  5,450  —  577  3,408  8,689  —  — 

Italy  1,095  (452)  1,631  —  442  19  2,735  5  (5) 

Ireland  —  —  —  —  —  —  —  —  — 

(*)  Information prepared under EBA standards. Also, there are government debt instruments on insurance companies balance sheets amounting to EUR 
14,517 million (of which EUR 12,756 million, EUR 1,306 million, EUR 453 million and EUR 2 million relate to Spain, Portugal, Italy and Ireland, 
respectively) and off-balance-sheet exposure different to derivatives –contingent liabilities and commitments – amounting to EUR 6,299 million (EUR 
5,808 million, EUR 224 million and EUR 267 million to Spain, Portugal and Italy, respectively).

(**) Presented without taking into account the valuation adjustments recognised (EUR 17 million).

(***)"Other than CDSs" refers to the exposure to derivatives based on the location of the counterparty, irrespective of the location of the underlying. “CDSs” 
refers to the exposure to CDSs based on the location of the underlying.
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The detail of the Group’s other exposure to other counterparties (private sector, central banks and other public entities that are not 
considered to be sovereign risks) in the aforementioned countries at 30 June 2020 and 31 December 2019 is as follows:

Exposure to other counterparties by country of issuer/borrower at 30 June 2020 (*)

Million euros

Debt instruments Derivatives (***)

Balances 
with 

central 
banks

Reverse 
repurchase 
agreements

Financial 
assets held for 

trading and 
Financial 

assets 
designated at 

FVTPL

Financial 
assets at fair 

value through 
other 

comprehensive 
income

Non-trading 
financial assets 
mandatorily at 

fair value 
through profit or 

loss

Financial 
assets at 

amortised 
cost

Loans and 
advances 

to 
customers 

(**)

Total net 
direct 

exposure

Other 
than 
CDSs CDSs

Spain  43,944  5,978  569  1,308  2  128  208,880  260,809  2,961  49 

Portugal  6,784  239  150  18  —  3,569  34,259  45,019  824  — 

Italy  188  11,355  463  581  —  114  12,651  25,352  1,163  (1) 

Greece  —  —  —  —  —  —  12  12  —  — 

Ireland  —  —  56  1,983  540  26  11,670  14,275  143  — 

(*) Also, the Group has off-balance-sheet exposure other than derivatives -contingent liabilities and commitments- amounting to EUR 73,618 million, EUR 
7,856 million, EUR 4,132 million  and EUR 782 million to counterparties in Spain, Portugal, Italy  and Ireland, respectively.

(**) Presented without taking into account valuation adjustments or impairment corrections (EUR 8,023 million). 

(***)“Other than CDSs” refers to the exposure to derivatives based on the location of the counterparty, irrespective of the location of the underlying. “CDSs” 
refers to the exposure to CDSs based on the location of the underlying.

Exposure to other counterparties by country of issuer/borrower at 31 December 2019 (*)

Million euros

Debt instruments Derivatives (***)

Balances 
with 

central 
banks

Reverse 
repurchase 
agreements

Financial 
assets held for 

trading and 
Financial 

assets 
designated at 

FVTPL

Financial 
assets at fair 

value through 
other 

comprehensive 
income

Non-trading 
financial assets 
mandatorily at 

fair value 
through profit 

or loss

Financial 
assets at 

amortised 
cost

Loans and 
advances 

to 
customers 

(**)

Total net 
direct 

exposure

Other 
than 
CDSs CDSs

Spain  21,696  7,627  656  1,195  321  1,501  194,817  227,813  2,417  2 

Portugal  2,814  409  190  32  —  2,956  33,403  39,804  931  — 

Italy  182  6,243  625  606  —  153  12,284  20,093  512  — 

Greece  —  —  —  —  —  —  12  12  —  — 

Ireland  —  —  55  1,718  592  22  11,875  14,262  232  — 

(*) Also, the Group has off-balance-sheet exposure other than derivatives -contingent liabilities and commitments- amounting to EUR 77,468 million, EUR 
7,749 million, EUR 4,948 million, EUR 201 million and EUR 996 million to counterparties in Spain, Portugal, Italy, Greece and Ireland, respectively.

(**) They are presented without taking into account valuation adjustments or impairment corrections (EUR 7,322 million).

(***)“Other than CDSs” refers to the exposure to derivatives based on the location of the counterparty, irrespective of the location of the underlying. “CDSs” 
refers to the exposure to CDSs based on the location of the underlying.
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Following is certain information on the notional amounts of the CDSs detailed in the foregoing tables at 30 June 2020 and 
31 December 2019:

30-06-2020

Million euros

Notional amount Fair value

Bought Sold Net Bought Sold Net

Spain
Sovereign  —  —  —  —  —  — 

Other  914  249  665  42  7  49 

Portugal
Sovereign  —  —  —  —  —  — 

Other  26  —  26  —  —  — 

Italy
Sovereign  325  199  126  (2)  1  (1) 

Other  287  150  137  (1)  —  (1) 

Greece
Sovereign  —  —  —  —  —  — 

Other  —  —  —  —  —  — 

Ireland
Sovereign  —  —  —  —  —  — 

Other  —  25  (25)  —  —  — 

31-12-2019

Million euros

Notional amount Fair value

Bought Sold Net Bought Sold Net

Spain
Sovereign  —  —  —  —  —  — 

Other  127  340  (213)  (2)  4  2 

Portugal
Sovereign  27  27  —  —  —  — 

Other  —  —  —  —  —  — 

Italy
Sovereign  314  9  305  (5)  —  (5) 

Other  60  60  —  (2)  2  — 

c)     Refinancing and restructured transactions

The following forms are use with the meanings specified below:

• Refinancing transaction: transaction that is granted or used, for reasons relating to current or foreseeable financial difficulties 
of the borrower, to repay one or more of the transactions granted to it, or through which the payments on such transactions 
are brought fully or partially up to date, in order to enable the borrowers of the cancelled or refinanced transactions to repay 
their debt (principal and interest) because they are unable, or might foreseeably become unable, to comply with the conditions 
thereof in due time and form.

• Restructured transaction: transaction with respect to which, for economic or legal reasons relating to current or foreseeable 
financial difficulties of the borrower, the financial terms and conditions are modified in order to facilitate the payment of the 
debt (principal and interest) because the borrower is unable, or might foreseeably become unable, to comply with the 
aforementioned terms and conditions in due time and form, even if such modification is envisaged in the agreement.

For maximum guarantees amount, we will consider as follows:

• Real guarantees: the appraisal amount or valuation amount of the real guarantees received; for each transaction it cannot be 
higher than the covered amount of exposure.
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30-06-2020

Total Of which: Non performing/Doubtful

Without real guarantee With real guarantee Without real guarantee With real guarantee

 Maximum amount of the 
actual collateral that can 

be considered

Maximum amount of the 
actual collateral that can 

be considered

Amounts in million euros, except 
number of transactions in units

Number of 
transactions

Gross 
amount

Number of 
operations

Gross 
amount

Mortgage 
guarantee

Other 
guarantees

Impairment of 
accumulated value 

or accumulated 
losses in fair value 

due to credit risk
Number of 
transactions

Gross 
amount

Number of 
operations

Gross 
amount

Mortgage 
guarantee

Other 
guarantees

Impairment of 
accumulated value 

or accumulated 
losses in fair value 

due to credit risk

Credit entities — — — — — — — — — — — — — —

Public sector 47 23 16 10 7 — 1 17 1 9 3 3 — 1

Other financial institutions and: 
individual shareholder 744 60 522 173 43 55 48 386 37 400 104 20 41 45

Non financial institutions and 
individual shareholder 197,568 5,038 53,399 10,715 7,249 769 4,535 116,293 3,236 34,798 6,927 3,812 311 4,133

Of which: Financing for 
constructions and property 
development 7,710 185 1,282 700 523 17 336 4,977 143 953 510 290 8 322

Other warehouses 2,616,914 4,165 978,383 11,131 6,770 1,678 3,510 1,442,206 1,805 141,215 4,444 2,808 199 2,509

Total 2,815,273 9,286 1,032,320 22,029 14,069 2,502 8,094 1,558,902 5,079 176,422 11,478 6,643 551 6,688

Financing classified as non-current 
assets and disposable groups of 
items that have been classified as 
held for sale — — — — — — — — — — — — — —
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The table below shows the changes of these balances during the first six months of 2020:

Million euros

Carrying amount 30-06-2020

Beginning balances  23,430 

Refinancing and restructuring of the period  5,145 

   Memorandum items: impact recorded in the income statement for the period  1,294 

Debt repayment  (2,733) 

Foreclosures  (120) 

Derecognised from the consolidated balance sheet  (764) 

Other variations  (1,737) 

Balances at end of year  23,221 

d)   Real estate business – Spain

i) Portfolio of home purchase loans to families

Home purchase loans granted to families in Spain on 30 June 2020 amounted to EUR 61,390 million. Of which mortgage 
guarantees are 99.40%.

Million euros

30-06-2020

Gross Amount
Of which: Non-

performing

Home purchase loans to families  61,390  2,664 

- Without mortgage guarantee  369  52 

- With mortgage guarantee  61,021  2,612 

The risk profile of the home purchase mortgage loan portfolio in Spain remained at a medium-low level, with limited prospects of 
additional impairment:

• Principal is repaid on all mortgages from the start.

• Early repayment is common so the average life of the transaction is well below that of the contract.

• High quality of collateral concentrated almost exclusively in financing the first home.

• Average affordability rate at the end of June stood at 26.51%.

• 86% of the portfolio has a LTV below 80%, calculated as total risk/latest available house appraisal.

30-06-2020

Gross amount in books on the amount of the last appraisal (loan to value)

Million euros
Less than or 
equal to 40%

More than 
40% or less 

than 60%

More than 
60% and less 

than 80%

More than 80% 
and less or 

equal to 100%
More than 

100% TOTAL

Gross amount  16,005  18,521  17,713  5,394  3,388  61,021 

   Of which: watchlist /non performing  224  298  421  434  1,235  2,612 
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ii) Financing construction and property development

At 30 June 2020 the financing amount related to construction and real estate business in Spain amounted to EUR 2,936 million net 
of allowances.

30-06-2020

Million euros Gross Amount
Excess over 

collateral value
Specific 

allowance
Financing for construction and property  development recognised by the Group's credit institutions 
(including land) (business in Spain)  3,031  374  95 

Of which: watchlist/ non-performing  238  25  81 

Memorandum items: Written-off assets  924 

30-06-2020

Million euros Carrying amount

Memorandum items:

Total loans and advances to customers excluding the public sector (business in Spain) (book value)  247,029 

Total consolidated assets (Total business) (book value)  1,572,881 

Impairment losses and provision for exposure classified as normal (business in Spain)  1,727 

At the end 30 June 2020 the concentration of this portfolio was as follows:

Loans: gross amount

Million euros 30-06-2020

1. Without mortgage guarantee  148 

2. With mortgage guarantee  2,883 

  2.1 Completed buildings  1,695 

    2.1.1 Residential  1,000 

    2.1.2 Other  695 

  2.2 Buildings and other constructions under construction  1,082 

    2.2.1 Residential  1,020 

    2.2.2 Other  62 

  2.3 Land  106 

    2.3.1 Developed consolidated land  65 

    2.3.2 Other land  41 

Total  3,031 
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e) Foreclosed real estate assets

The following table shows the breakdown at 30 June 2020 of the foreclosed assets for the Spanish business:

30-06-2020

Million euros
Gross carrying 

amount
Valuation 

Adjustments

Of which: Impairment 
losses since time of the 

foreclosure
Carrying 
amount

Property assets arising from financing provided to construction and property 
development companies  6,961  3,562  2,511  3,399 

Of which:

   Completed Buildings  2,202  771  545  1,431 

     Residential  562  147  99  415 

     Other  1,640  624  446  1,016 
   Buildings under construction  184  76  39  108 

     Residential  184  76  39  108 

     Other  —  —  —  — 

     Land  4,575  2,715  1,927  1,860 

     Developed Land  1,587  857  530  730 

     Other land  2,988  1,858  1,397  1,130 

Property assets from home purchase mortgage loans to households  929  292  181  637 

Other foreclosed property assets  253  91  56  162 

Total property assets  8,143  3,945  2,748  4,198 

In addition, the Group holds an ownership interest in entities holding property assets foreclosed or received in payment of debts 
amounting to EUR 1,074 million, mainly in Project Quasar Investments 2017, S.L., and equity instruments foreclosed or received in 
payment of debts amounting to EUR 65 million.

f)   Solvency information

The Group commands a solvency position above the levels required by regulators and by the European Central bank. At 30 June 
2020, at a consolidated level, the Group must maintain a minimum capital ratio of 8.86% of CET1 fully loaded (4.50% being the 
requirement for Pillar I, 0.84% being the requirement for Pillar II, 2.50% being the requirement for capital conservation buffer, 1% 
being the requirement for G-SIB and 0.02% being the requirement for anti-cyclical capital buffer). Santander Group must also 
maintain a minimum capital ratio of  10.65% of Tier 1 fully loaded and a minimum total ratio of 13.02% fully loaded.

At 30 June 2020, the Group has a capital ratio regulatory CET1 of 11.84% and a total ratio of 15.48%.

Capital ratio

30-06-2020 31-12-2019

Capital coefficients

Level 1 ordinary eligible capital (million euros)  67,192  70,497 

Level 1 additional eligible capital (million euros)  9,284  9,039 

Level 2 eligible capital (million euros)  11,361  11,531 

Risk-weighted assets (million euros)  567,446  605,244 

Level 1 ordinary capital coefficient (CET 1)  11.84%  11.65% 

Level 1 additional capital coefficient (AT1)  1.64%  1.49% 

Level 1 capital coefficient (TIER1)  13.48%  13.14% 

Level 2 capital coefficient (TIER 2)  2.00%  1.91% 

Total capital coefficient  15.48%  15.05% 
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Leverage

30-06-2020 31-12-2019

Leverage

Tier 1 capital (million euros)  76,476  79,536 

Exposure (million euros)  1,588,446  1,544,614 

Leverage ratio  4.81%  5.15% 

17.   Explanation added for translation to English

These interim condensed consolidated financial statements are presented on the basis of the regulatory financial reporting 
framework applicable to the Group in Spain (see Note 1.b).
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