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The journey towards recovery
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Turning the crisis into an opportunity

Challenge

High NPEs

High Public debt

Structural reforms

Policy Response

Infrastructure to
resolve NPEs in place

Prudent fiscal policy

Reform agenda is
being implemented

HELLENIC BANK

Opportunity

Lower NPEs implies
stronger growth

Sustainable public debt
iImplies more fiscal space

More business friendly
environment implies more
iInvestment
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The economy is returning to 2008 following a dramatic reduction in
Investment

Real GDP in EUR billion, 2008 — 2017

|

Same
level

19,4
i

2008 Consumption Government Investment Net Exports 2013 Consumption Government Investment Net Exports 2017

DD DD OOO0OD

Source: Cyprus Statistical Services, Hellenic Bank Economic Research analysis

19.4

1’7 (112)

(1.4) (0.2)
0.4 1,5

(3,0) 2,8

[EE
~ —




HELLENIC BANK
Contributors to economic growth

A broad-based economic recovery
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The Cyprus Banking System — Recent developments
... consolidated, recapitalized, stronger

Tier 1 capital ratio (%) Banking sector size % GDP
641%
14.7%
3%
6.3% 280%
Dec-12 Jun-18 Dec-12 Sep-18
System’s deposits (Domestic HHs and NFCs) Loan portfolio quality
48%
32 27 0
29 33%
17
Dec-13 Sep-18 Dec-14 June-18
Deposits (€ b) NPEs (€ b) =e=NPEs provision coverage

Source: ECB datawarehouse, CBC, Hellenic Bank Economic Research analysis



The Cy

prus Banking System — Recent developments

... consolidated, recapitalized, stronger

Recent bold moves to clean up banks’ balance sheets have reduced

uncertainty in the financial sector
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The carve-out of CCB’s non-performing exposures (ca EUR 5.7bn);
The sale of loan portfolios by Hellenic Bank and Bank of Cyprus;

The disposal of non-performing exposures by Alpha Bank Cyprus on an SPE

The recent adoption of legislative amendments aimed at facilitating further sales of loans and

strengthening the foreclosure and insolvency toolkits; and

The design of a social policy programme (“Estia”) by the Government

financial assistance to “vulnerable” distressed borrowers (subject to income and wealth criteria)

to start servicing their debt
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Evolution of Non Performing Loans (NPLS)

...private sector deleveraging affects NPL meftrics

Change of definition (90 days)
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Evolution of Non Performing Loans (NPLS)
...private sector deleveraging affects NPL meftrics

Change of definition (90 days) Improvement comes from large
€ bn corporates (SMEs & HHs fairly stable)
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Evolution of Non Performing Loans (NPLS)
...private sector deleveraging affects NPL meftrics
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Improvement comes from large

corporates (SMEs & HHs fairly stable)
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Evolution of Non Performing Exposures (NPES)

Historical Evolution of NPLs to GDP Ratio Households’ financial position ( € bn)

2018
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Source: CBC, Hellenic Bank Economic Research analysis
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Non Performing Exposures (NPEs) for NFCs

% of Non-Performing Exposures (for NFCs)
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The Cypriot Banking Sector

The way forward

p
Economic Growth is key. All efforts should be put forward on maintaining

\(and even improving) the current operating environment

p
More consensual tools to reduce problem loans, including restructuring,

\provisioning, write-offs and debt-to-asset swaps

The banking sector is ripe for further consolidation

.

Delevereging will continue

7

More NPE sales

\

LThe last resort: Foreclosure Law — A Credible threat?
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Thank you

Andreas Assiotis, PhD

Hellenic Bank Public Company Ltd
eMail: a.assiotis@hellenicbank.com
Tel. +357 2250 0807
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Disclaimer

This Publication has been prepared by Hellenic Bank Public Company Limited (Hellenic Bank) for information purposes only. Any disclosure,
use, reproduction, redistribution, publication, copying and circulation of this Publication, in whole or in part, without the permission of Hellenic
Bank is prohibited.

This Publication provides an outline of a presentation and does not constitute the complete presentation and it is possible that certain key
substantive elements were delivered orally during presentation and are not present on these slides.

The contents of this Publication are subject to change at any time without notice. This publication is not intended to be relied upon as advice,
should not be treated as such. No representation or warranty, express or implied, is made concerning, and no reliance should be placed on,
the accuracy, fairness, correctness or completeness of the information presented on these slides.

Hellenic Bank does not accept any liability whatsoever for any direct or consequential loss arising from any use of this Publication or its
contents.
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