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 Very positive performance of banking income and net operating income, which reached EUR 576.5 

million (+27.1%) and EUR 290.1 million (+67.5%), respectively, underpinned by EUR 154.7 million gains on 

capital markets and other results (1Q13: EUR 60.0 million), a 21.7% increase in net interest income, and a 

3.1% reduction in domestic operating costs (excluding early retirement costs). 

 The quarter’s results, a net loss of EUR 89.2 million, were once again dictated by impairments, though 

translating an improvement compared to 4Q13 (-EUR 136.6 million) and the FY13 quarterly average (-

EUR 129.4 million).  

 The international results reached EUR 13.9 million (1Q13: EUR 4.4 million), backed by a 60.7% YoY 

increase in banking income. 

 Operating costs were reduced by 1.5% on a comparable basis, with domestic operating costs falling by 

3.1%. 64 employees were early retired in 1Q14, representing a non-recurrent cost of EUR 7.6 million. The 

Cost to Income improved in the quarter to 49.7% (1Q13: 61.8%). 

 The excellent performance of banking income combined with cost containment positively impacted the 

net operating income/cash flow generated, which reached EUR 290.1 million, a YoY increase of 67.5%, 

and 52% above the FY13 quarterly average. 

 The credit impairment cost increased by 47.6%, to EUR 276.3 million (annualised charge of 2.17% versus 

FY13: 2.02%); provisions for securities were reinforced by EUR 46.1 million (1Q13: EUR 18.5 million) due to 

impairment losses in credit restructuring funds, while provisions for real estate totalled EUR 47.7 million 

(1Q13: EUR 25.2 million). As a result the total impairment cost in the quarter was EUR 380.6 million, up 

by 7.0% on the FY13 quarterly average. 

 Deleveraging was pursued: assets decreased by EUR 2.1 billion YoY (-2.5%), with main drops in net 

customer loans (-EUR 1.1 billion; -2.3%) and securities (-EUR 1.7 billion; -8.8%); deposits and insurance 

products increased by EUR 0.5 billion (+1.3%) while debt securities decreased by EUR 1.8 billion (-11.7%). 

The loan to deposits ratio remained flat YoY (129%). 

 The Provisions for Credit / Gross Loans ratio increased to 7.16% (Dec.13: 6.81%) with the Coverage of 

Credit at Risk ratio reaching 64.2% (Dec.13: 64.5%); the ratio of overdue loans over 90 days/gross loans 

reached 6.0% (Dec.13: 5.7%) and on-balance sheet provisions for credit impairments increased to EUR 

3.6 billion (Dec.13: 3.4 billion; Mar.13: 2.8 billion). 
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 Full compliance with the new BIS III rules: calculated under CRD IV/CRR and Bank of Portugal criteria, 

the Common Equity Tier I ratio was 9.8%, if considering the transitory period (Bank of Portugal’s 

minimum requirement: 7%), or 8.0%, if fully implemented). 

 BES was the leading bank in the 2013 European Customer Satisfaction Index, ranking especially high in 

overall quality of products and services, customer service, advisory ability and concern, contact 

initiative, response speed, branch and remote channels quality, innovation, communication, and 

quality/price ratio.  
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Main Indicators 

 

 

31-Mar-14 31-Mar-13

ACTIVITY (euro million)

Total Assets (1)  96 150  98 659 -2,5%
Net Assets  82 817  84 946 -2,5%
Gross Loans  51 001  51 267 -0,5%
Customer Deposits  36 242  37 417 -3,1%
Total Equity  7 017  7 685 -8,7%

SOLVENCY(2)

BIS II 

- CORE TIER I - 10,5% -
- TOTAL - 11,2% -
BIS III

- Common Equity TIER I (phasing in) 9,8% - -
- Common Equity TIER I (fully implemented) 8,0% - -

LIQUIDITY (euro million)

ECB funds (net) (3)  8 346  7 877 469
Repoable Assets  23 783  25 435 - 1 652
Loan/deposits ratio (4) 129% 129% 0 pp

ASSET QUALITY

Overdue loans + 90 days / Gross loans 6,0% 4,3% 1,7 pp

Coverage of Overdue Loans + 90 days 119,0% 126,8% -7,8 pp

Credit at Risk 11,1% 10,1% 1,0 pp

Provisions for Credit / Gross loans 7,2% 5,5% 1,7 pp

Cost of risk (5) 2,2% 1,5% 0,7 pp

RESULTS & PROFITABILITY

Net income (EUR mn) -89,2 -62,0 ….

ROE(6) -5,8% -3,5% ….

ROA(6) -0,44% -0,30% ….

EFFICIENCY

Cost to Income 49,7% 61,8% -12,1 pp

Cost to Income (ex markets) 67,9% 71,3% -3,4 pp

BRANCH NETWORK

Retail Network 778 769 9
 - Domestic 631 659 -28

 - International 147 110 37

(6) Annualised Results
(5) Annualised P&L provisions / Gross Loans

Change

(1) Net Assets + Asset Management + Other off-balance sheet liabilit ies + Securitised Credit  

(3) Includes funds from and placements with the ECB System; positive = net borrowing; negative = net lending
(4) Rácio calculado de acordo com a definição para efeitos do objetivo fixado pelo Banco de Portugal para este indicador no Funding & Capital Plan

(2) preliminary March 2014 data 
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1. ECONOMIC ENVIRONMENT 

 

After starting on a positive note, the first quarter of 2014 was marked by an increase in volatility in the 

financial markets. This was driven by certain lacklustre economic indicators in the US, new signs of 

deceleration in China and an escalation of geopolitical risks mainly due to mounting tension between 

Ukraine and Russia. The consequent increase in risk aversion led to increased demand for safe haven 

assets, pushing back the Treasuries and Bund yields by 31 bps and 36bps, to 2.72% and 1.57%, respectively, 

and thus breaking the upward trend seen in the previous quarters. In this context, the main stock market 

indices oscillated between moderate drops and moderate gains: in the US, the Dow Jones retreated 0.72% in 

the first three months of the year, while the Nasdaq and S&P 500 rose by 0.54% and 1.3%; in Europe, the 

DAX and CAC 40 edged up by 0.04% and 2.2%, while the FTSE 100 slid by 2.2%. Mirroring the existing 

concerns with the emerging markets, in Brazil, the Bovespa fell back by 2.1% while in China the Shanghai 

Composite lost 3.9%. 

 

Despite this backdrop, the main advanced economies continued to show signs of an upturn. In the US, the 

first quarter’s uninspired performance was mainly due to poor weather conditions, as the available 

indicators for the start of the second quarter again suggest a strengthening of activity. The Fed therefore 

continued to taper quantitative easing. In the eurozone, quarterly growth is estimated to have advanced 

from 0.3% to around 0.4%, as activity picked up and financial conditions in the periphery stabilised. The 

improvement in sentiment towards the periphery induced a 206bps drop, to 4.073%, in the yield on the 10-

year Portuguese Treasury bonds, which continued to slide during the second quarter, reaching close to 

3.7%. This movement, which was common to other peripheral economies, was also supported by 

expectations of new monetary stimuli from the ECB, taking into account the drop in the eurozone year-on-

year inflation to 0.5%.  

 

In light of this context, and bolstered by the reduction of the government deficit (4.9% of GDP in 2013) and 

the improvement in the external accounts (a surplus of 2% of GDP in 2013), the Portuguese Treasury 

successfully placed two long-term debt issues (with maturities of 5 and 10 years), for an overall amount of 

EUR 6.25 billion. After rising by 1.7% in the fourth quarter of 2013 (the first positive change in 12 quarters), 

GDP is reckoned to have grown by 2% year-on-year in the first quarter of 2014, underpinned by the still 

favourable performance of exports and a moderate recovery of domestic demand. The PSI-20 advanced by 

close to 16% in the period.      
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2.  RESULTS 

BES Group posted a net loss of EUR 89.2 million in 1Q14, which compares with net losses of EUR 136.6 million 

in 4Q13 and EUR 62.0 million in 1Q13. 

 

Income Statement  

 

 

 Banking income grew by 27.1% YoY, underpinned by the good performance of Capital markets and 

other results (+EUR 94.7 million) and a 21.7% increase in net interest income;  

 Operating costs (excluding non-recurrent costs with early retirements and new consolidations) 

were reduced by 1.5%, with domestic operating costs retreating by 3.1%; 

 Provisions for impairment losses, which reached EUR 380.6 million, corresponding to a cost of risk 

of 2.17% (FY13: 2.02%), were decisive for the net loss reported in the quarter. The increase in credit 

provisions in 1Q14 was influenced by one-off charges for assets not covered by the sovereign 

guarantee provided to the Bank’s subsidiary in Angola. 

  

EUR million

Net Interest Income  269,9  221,9  48,0 21,7%

+ Fees and Commissions  151,9  171,8 - 19,9 -11,6%

= Commercial Banking Income  421,8  393,7  28,1 7,1%

+ Capital Markets and Other Results  154,7  60,0  94,7 ...

= Banking Income  576,5  453,7  122,8 27,1%

- Operating Costs  286,4  280,5  5,9 2,1%

 276,3  280,5 - 4,2 -1,5%

= Net Operating Income  290,1  173,2  116,9 67,5%

- Provisions  380,6  240,1  140,5 58,5%

Credit  276,3  187,1  89,2 47,6%

Securities  46,1  18,5  27,6 ...

Other  58,2  34,5  23,7 68,9%

= - 90,5 - 66,9 - 23,6 ….

- Income Tax - 2,1 - 6,3  4,2 ….

- Special Tax on Banks  8,2  6,5  1,7 26,3%

= Income Before Minorities - 96,6 - 67,1 - 29,5 -44,0%

- Minority Interests - 7,4 - 5,1 - 2,3 ….

= Net Income - 89,2 - 62,0 - 27,2 -44,0%

Income before Taxes and Minorities

absolute
Mar,14

Change

relative
Mar,13

[Operating Costs excluding early retirements and new 
consolidations]
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BES is the leading bank in customer satisfaction 

In the 2013 European Customer Satisfaction Index (ECSI) for Portugal BES was the leading national bank in 

customer satisfaction. This position reflects the Bank’s concern with the clients’ needs and wellbeing, an 

area where it consistently improved over the last years and which gave it the first place among the five 

largest Portuguese banks in 2012 and now the absolute leadership. 

According to this survey BES is recognised by the clients as global satisfaction leader, as well as leading in 

the various categories, namely overall quality of products and services, customer service, advisory ability 

and concern, contact initiative, response speed, branch and remote channels quality, innovation, 

communication, and quality/price ratio. The continuous investment made by BES in quality management 

has mainly focused on employee training, the enhancement and diversification of the offer, the streamlining 

of processes and tools in order to improve services and the capacity to meet requests, the remote channels 

and the creation of a quality monitoring service. In Portugal the ECSI survey is conducted by the Associação 

Portuguesa para a Qualidade (Portuguese Association for Quality), the Instituto Português da Qualidade 

(Portuguese Institute for Quality), and the Universidade Nova de Lisboa’s Institute of Statistics 

and Information Management, which guarantee the fairness, credibility and rigour of that which is 

recognised as the most important independent survey of goods and services in various activity sectors. 

 

International and Domestic Activity 

The international area posted net income of EUR 13.9 million in 1Q14 (1Q13: EUR 4.4 million), contributing to 

cushion the losses reported by the domestic area (-EUR 103.1 million). The international banking income 

grew by 60.7%, underpinned by a 32.3% increase in net interest income and positive capital markets and 

other results (EUR 31.4 million vs. -15.6 million in 1Q13). The increase in operating costs (+4.6%) and the EUR 

89.7 million provisioning cost prevented the international units from posting a more significant performance 

and contribution to the consolidated results. 

 

The domestic banking income was 13.9% higher than in 1Q13, driven by the increase in net interest income 

(+13.8%) and capital markets and other results (+63.1%). Domestic operating costs (excluding early 

retirement costs) were reduced by 3.1% while the reinforcement of provisions for impairments reached EUR 

290.9 million (+40.4%), being responsible for the EUR 103.1 million loss reported in the period. 
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Income Statement 
Domestic and International Activity 

 
 

 

The acquisition in February 2014 of a 44.8% stake in BES Vénétie increased BES Group’s overall holding in 

this bank to 87.5%. The international area’s 1Q14 results incorporate the effects of the consolidation of this 

subsidiary, with the following impacts on the consolidated income statement: 

  

EUR million

Net Interest Income  145,0  127,5 13,8%  124,9  94,4 32,3%

+ Fees and Commissions  102,4  122,5 -16,4%  49,5  49,3 0,5%

= Commercial Banking Income  247,4  250,0 -1,0%  174,4  143,7 21,4%

+ Capital Markets and Other Results  123,3  75,6 63,1%  31,4 - 15,6 ...

= Banking Income  370,7  325,6 13,9%  205,8  128,1 60,7%

- Operating Costs  191,5  189,8 0,9%  94,9  90,7 4,6%

 183,9  189,8 -3,1%  92,4  90,7 1,9%

= Net Operating Income  179,2  135,8 32,0%  110,9  37,4 ...

- Provisions  290,9  207,3 40,4%  89,7  32,8 ...

Credit  189,0  165,9 13,9%  87,3  21,2 ...

Securities  46,1  14,2 ...  0,0  4,3 0,0%

Other  55,8  27,2 ...  2,4  7,3 -67,4%

= - 111,7 - 71,5 -56,2%  21,2  4,6 ...

- Income Tax - 13,7 - 5,6 ...  11,6 - 0,7 …

- Special Tax on Banks 8,2 6,5 26,3% - - -

= Income Before Minorities - 106,2 - 72,4 -46,6%  9,7  5,3 80,8%

- Minority Interests - 3,1 - 6,0 47,9% - 4,3  0,9 ...

= Net Income - 103,1 - 66,4 -55,2%  13,9  4,4 ...

Income before Taxes and Minorities

Mar,14 Change Mar,13Mar,14 ChangeMar,13

DOMESTIC INTERNATIONAL

[Operating Costs excluding early retirements and new 
consolidations]
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Contribution of BES Vénétie 

 

 

Activity in Spain yielded positive results of EUR 14.5 million, revealing an expressive recovery from the net 

loss reported in 1Q13 (-EUR 3.8 million). This was due to a lower provisioning charge, the improvement of net 

interest income and gains on financial transactions. France/Luxembourg increased their contribution to 

consolidated results to EUR 4.1 million (1Q13: EUR 2.4 million), while Africa gave a negative contribution due 

to the reinforcement of provisions for credits not covered by the sovereign guarantee provided to BES 

Angola. 

Breakdown of international results by geography 
 

 

EUR million

Net Interest Income  3,2
+ Fees and Commissions  1,8
= Commercial Banking Income  5,0
+ Capital Markets and Other Results  0,0
= Banking Income  5,0
- Operating Costs  2,5
= Net Operating Income  2,5
- Provisions  0,7
=  1,8
- Income Tax  0,9
- Minority Interests  0,1
= Net Income  0,8

Resultado antes de Impostos 

Mar,14

EUR million

Africa(1) -6,1 - 2,1 - 4,0

Brazil 1,8  1,4  0,4

Spain 14,5 - 3,8  18,3

STRATEGIC TRIANGLE 10,2 - 4,5  14,7

United Kingdom  1,2  9,1 - 7,9

USA - 1,1  1,8 - 2,9

France/Luxdembourg  4,1  2,4  1,7

Macao - 0,2  1,3 - 1,5

Other(2) - 0,3 - 5,7  5,4

TOTAL  13,9  4,4  9,5

(2)  includes Venezuela, Poland, Italy and India

(1)  includes Angola, Mozambique, Cape Verde, Libya and Algeria

Mar,13Mar,14 Change
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2.1 Net Interest Income 

Net interest income reached EUR 269.9 million, a YoY increase of 21.7% that was mainly driven by the 

international performance (+EUR 30.5 million; +32.3%), and in particular by the recovery of BES Angola’s net 

interest margin, but also by positive developments in Portugal (+EUR 17.5 million; +13.8%).  

 

Net interest income and Net interest margin 

 
 

 

The net interest margin improved to 1.59% (from 1.28% in 1Q13) due to the reduction in the average rate of 

liabilities, to 3.03% (down by 30 bps YoY), in so far as the average rate on assets remained flat (4.62%). The 

decline in the cost of liabilities resulted from reductions in the average rate paid for both deposits (-59 bps) 

and debt securities and other interest bearing liabilities (-35 bps), reflecting the general improvement in the 

financial system liquidity as a result of the deleveraging effort and the gradual opening of the debt markets 

to the eurozone peripheral countries, including Portugal. 

 

2.2   Fees and Commissions 

Fees and commissions decreased by 11.6% YoY, to EUR 151.9 million, due to a reduction in domestic 

commissions as a result of the ongoing deleveraging process. Commission income contracted across all 

banking services provided to the clients, except for commissions on securities, which were up by 21.2%, 

underpinned by commissions on the sale of treasury bonds and public offers for sale in the equity market. 

 

 

 

 

EUR million

Interest Earnings Assets 68 407 4,65  784 70 059 4,61  798

Customer Loans 49 465 4,67  569 50 154 4,66  576
Other Assets 18 942 4,61  215 19 905 4,52  222

Other 535 - - - - -

Interest Earning Assets & Other 68 942 4,62  784 70 059 4,61  798

Interest Bearing Liabilities 68 942 3,03  514 66 909 3,49  576

Deposits 36 449 2,29  206 35 855 2,88  254
Other Liabilities 32 493 3,85  308 31 054 4,20  322

Other - - - 3 150 - -

Interest Bearing Liabilities & Other 68 942 3,03  514 70 059 3,33  576

NIM/NII 1,59  270 1,28  222

0,30% 0,21%Euribor 3 M - average

Mar,13Mar,14

Average 
Balance

Avg Rate 
(%) NII

Average 
Balance

Avg Rate 
(%) NII
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Fees and Commissions 

 

 
 

The reduction in commissions on collections (-24.1%) essentially translates a fall in credit in the form of 

discounts; commission income on loans and other was down by 19.6%, reflecting not only the overall 

contraction of the loan book but also weak demand for corporate and project finance solutions; the drop in 

commissions on documentary credit (-12.7%) translates a slowdown in the origination of new trade finance 

transactions with emerging countries; commissions on guarantees declined by 11.4% through a reduction in 

commercial paper operations; and finally, commissions on asset management declined (-9.2%) due to the 

reduction in funds under discretionary management. 

 

 

2.3   Capital markets and other results 

Capital markets and other results reached EUR 154.7 million, representing a substantial increase over the 

previous quarter (EUR 60.0 million). 

  

EUR million

absolute relative

Collections 3,2 4,3 -1,1 -24,1%

Securities 23,3 19,3 4,0 21,2%

Guarantees 32,5 36,7 -4,2 -11,4%

Account management 18,7 18,7 0,0 0,1%

Commissions on loans and other (1) 33,0 41,0 -8,0 -19,6%

Documentary credit 14,9 17,0 -2,1 -12,7%

Asset management (2) 19,4 21,3 -1,9 -9,2%

Cards 8,1 8,4 -0,3 -3,5%

Bancassurance 5,1 5,7 -0,6 -10,0%

Other Services (3) -6,3 -0,6 -5,7 ...

TOTAL 151,9 171,8 -19,9 -11,6%
(1) Includes commissions on loans, project finance, export financing and factoring
(2) Includes investment funds and discretionary management
(3) Includes costs with State Guarantees 

Mar,13Mar,14
Change
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Capital markets and other results 
 

 
 

BES Group’s positive capital markets results in 1Q14 were mainly driven by the interest rate area. In fact, 

the Group achieved significant gains by taking advantage of the downward trend in the Portuguese debt 

securities’ yields in the period, while maintaining positive fair value reserves of EUR 290 million on the 

balance sheet, of which EUR 225 million relate to potential gains on public debt securities. 

 

2.4  Operating Costs 

Total operating costs reached  EUR 286.4 million, an increase of EUR 5.9 million (+2.1%) YoY, with domestic 

costs rising by 0.9% and international costs by 4.6%. 

 

Operating Costs 

 
 

 

 

EUR million

Interest rate, Credit and FX 137,1 86,0 51,1

Interest rate 155,2 87,4 67,8

Credit -9,4 -5,9 -3,5

FX and Other -8,7 4,5 -13,2

Equity 24,9 6,7 18,2

Trading 22,4 4,8 17,6

Dividends 2,5 1,9 0,6

Other Results -7,3 -32,7 25,4

TOTAL 154,7 60,0 94,7

Mar,14 Mar,13 change

EUR million

absolute relative

Staff Costs  149,7  145,6 4,1 2,8%

Administrative Costs  109,3  108,9 0,4 0,3%

Depreciation  27,4  26,0 1,4 5,5%

 286,4  280,5 5,9 2,1%

     Excluding new consolidations 276,3 280,5 -4,2 -1,5%

Domestic  191,5  189,8 1,7 0,9%
     Excluding new consolidations  183,9  189,8 -5,9 -3,1%

International  94,9  90,7 4,2 4,6%

     Excluding new consolidations  92,4  90,7 1,7 1,9%

TOTAL

Mar,13Mar,14
Change
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Excluding the cost of 64 early retirements in the quarter and the impact of the new consolidations, 

operating costs would have fallen by 1.5%, with domestic costs decreasing by EUR 5.9 million (-3.1%). The 

international costs increased by 1.9% on a comparable basis, mainly reflecting the costs of expansion in the 

Angolan market (opening of 31 new branches since March 2013). 

 

Staff Costs 

 
 

Domestic staff costs (excluding the early retirement costs) were down by 4.2% through a reduction in the 

workforce (-158 employees). The 1.1% increase in the international staff costs  

(-2.4% on a comparable basis) resulted from the expansion of the international workforce (by 493 

employees, of whom 177 from BES Vénétie), in so far as variable remunerations were reduced. 

 

The general administrative costs increased by 0.3%, with domestic costs dropping by 1.9% and international 

costs increasing (+5.6% and +3.7%, respectively, if excluding the new consolidations). 

 

Amortisation and depreciation decreased in the domestic area (-2.4%), where 28 branches were closed and 

the streamlining of structures and processes permitted a reduction of investment and consequent 

amortisation and depreciation, but increased by 24.4%, to EUR 9.3 million, in the international area, where 

new investments in tangible and intangible assets were required to pursue the development of the 

international business.  

 
 
Gradual cost-cutting plan 

In light of the challenges currently faced by the financial sector and the country’s economic and financial 

context, BES Group has launched a programme aimed at gradually streamlining and reducing operating 

costs. The programme will be implemented in 2013-2015 and is expected to generate savings of EUR 100 

million in the period, of which 3% in 2013, 5% in 2014 and 6% in 2015. 

The Plan’s implementation in 2013 permitted to achieve savings of EUR 30.1 million (3.8% reduction in costs) 

to which added another EUR 5.9 million in 1Q14. 

 

EUR million

absolute relative

Remunerations 113,1 116,1 -3,0 -2,6%

Pensions, Long term service benefits & Other 36,6 29,5 7,1 24,1%

149,7 145,6 4,1 2,8%

     Excluding early retirements and new 
consolidations

 140,4  145,6 -5,2 -3,6%

Domestic 98,2 94,6 3,6 3,8%
     Excluiding early retirements 90,6 94,6 -4,0 -4,2%

International 51,6 51,0 0,6 1,1%

Excluding new consolidations 49,8 51,0 -1,2 -2,4%

TOTAL

Mar,13Mar,14
Change
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2.5  Efficiency 

The increase in banking income and the containment of costs permitted an improvement in the Group’s 

Cost to Income:  

Efficiency Indicators 
 

 
 

 

2.6  Provisions 

The Group recognised impairment costs of EUR 380.6 million in 1Q14, which represents a YoY increase of 

58.5%. Credit impairment charges were increased by 47.6%, to EUR 276.3 million, while the provision charge 

for securities totalled EUR 46.1 million (of which 64% resulting from the revaluation of the restructuring 

funds assets). Provisions for foreclosed real estate assets reached EUR 47.7 million and provisions for 

impairments in other assets stood at EUR 10.5 million. 

 

Provision Charge  

 
 

At the end of 1Q14, provisions for credit registered in the Balance Sheet totalled  

EUR 3,650.4million (+29.3% YoY), lifting the credit provisions/gross customer loans ratio to 7.2% (Dec.13: 

6.8%). 

 

 

 Cost to Income 49,7% 61,8% -12,1 p.p.

excluding early retirements 47,9% 61,8% -13,9 p.p.

 Cost to Income (ex-markets) 67,9% 71,3% -3,4 p.p.

excluding early retirements 65,5% 71,3% -5,8 p.p.

Mar,14 Mar,13 Change

absolute relative

Credit Provisions 276,3 187,1 89,2 47,6%

Securities Provisions 46,1 18,5 27,6 ...

Foreclosed Assets 47,7 25,2 22,5 89,3%

Other Provisions 10,5 9,3 1,2 13,4%

TOTAL  380,6  240,1 140,5 58,5%

Mar,13Mar,14
Change

EUR million
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Credit Provisions 

 
 

The credit provision charge in the quarter was harmed by the one-off reinforcement of provisions in BES’s 

subsidiary in Angola. Excluding this effect, the charge would have been 1.77%, which compares with 2.0% in 

FY13. 

 

2.7 Profitability 

The Group’s return on equity (ROE) and return on assets (ROA) reflect the net loss reported in the period as 

a result of the reinforcement of provisions for impairments. 

 

 

Profitability 
 

 
 

 

  

EUR million

absolute relative

Gross Loans 51 001 51 267 - 266 -0,5%

Credit Provisioning Charge 276,3 187,1 89,2 47,6%

Provisions for credit 3 650,4 2 823,4 827,1 29,3%

Provision Charge (annualised) 2,17% 1,46% 0,71 pp

Provisions for credit / Gross Loans 7,2% 5,5% 1,7 pp

Mar,13Mar,14
Change

Return on Equity -5,83% -3,53%

Return on Assets -0,44% -0,30%

(1) data as at March 2014, annualised

Mar,14(1) Mar,13(1)
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3.  ACTIVITY  

3.1  General Overview 

The latest macroeconomic data released by the Bank of Portugal and the National Statistics Institute signal 

an improvement in the economic environment and confidence indicators, though still at a moderate pace. 

In this context BES Group’s activity continued to focus on reinforcing the equilibrium and strength of the 

balance sheet, through the following main initiatives: (i) continuation of the deleveraging programme 

viewing the sustained improvement of the loan to deposits ratio; (ii) funding structure emphasising the 

more stable components (deposits and life insurance products), with a reduction in the weight of debt 

securities; and (ii) maintaining buffers at capitalisation levels in order to ensure compliance with the 

regulatory ratios required for Asset Quality Review (AQR) exercises, and hence preserve the Group’s 

strategic autonomy. 

 

Loan to Deposits Ratio 
Calculated according to the BoP definition for Funding & Capital Plan (F&CP) 

 
At the end of 1Q14 the Loan to Deposits ratio was 129%, the same as in March 2013. The increase in the 

ratio in 2014 translates the growth of customer loans (due to the full consolidation of BES Vénétie since 

February) and the reduction in deposits of large companies and institutional clients. The full consolidation of 

BES Vénétie had the following main impacts: 

 
Impact on the Consolidated Balance Sheet of First-Time Consolidation of BES Vénétie (Feb.14) 

 

 

192%

165%

141% 137%
121%

129%

Dec09 Dec10 Dec11 Dec12 Dec13 Mar14

Customer Loans (net) 1 323 Deposits from Banks 242

Deposits with Banks -449 Deposits 424

Other Asstes -30 Other Liabilities 110

Total Equity 68

Total Assets 844 Total Liabilities + Total Equity 844

EUR million

Assets Liabilities + Total Equity
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The growth of customer funds 0.6% YoY (+EUR 366 million) to EUR 57.2 billion on March 31st, 2014 – has 

been one of the more striking aspects of the last few years. Off-balance sheet customer funds grew by 6.3% 

in the quarter, underpinned by the increase in domestic mutual funds as well as life insurance products, 

which have shown expressive growth (+35.4% YoY). 

 
Assets, Credit and Customer Funds 

 
 

The EUR 1,279 million credit portfolio increase in the quarter was mainly driven by the full consolidation of 

BES Vénétie and activity growth in Angola. Loans to individuals contracted, reflecting reductions in both 

mortgage credit (-0.8%) and consumer loans (-5.5%) explained by the contraction of families’ consumption 

and the reimbursement of mortgage loans. Corporate credit reflects the impact of the consolidation of BES 

Vénétie as well as a 5.1% increase in loans to Winner SMEs. 

 

As to other funding components, net funding from the ECB is now considerably below the peak attained in 

June 2012. 

EUR million

absolute relative absolute relativ3

Total Assets (1) 96 150 93 342 98 659 -2 509 -2,5% 2 808 3,0%

Net Assets 82 817 80 608 84 946 -2 129 -2,5% 2 209 2,7%

Customer Loans (gross) 51 001 49 722 51 267 - 266 -0,5% 1 279 2,6%

     Loans to Individuals 12 979 13 198 13 617 - 638 -4,7% - 219 -1,7%

          - Mortgage 10 728 10 815 11 044 - 316 -2,9% - 87 -0,8%

          - Other Loans to Individuals 2 251 2 383 2 573 - 322 -12,5% - 132 -5,5%

     Corporate Lending 38 022 36 524 37 650  372 1,0% 1 498 4,1%

    (Loans to SME's Winners) 1 452 1 381 1 302  150 11,5%  71 5,1%

Total Customer Funds 57 204 56 838 58 518 -1 314 -2,2%  366 0,6%

    On-Balance Sheet Customer Funds 46 297 46 577 47 427 -1 130 -2,4% - 280 -0,6%

      Deposits 36 242 36 831 37 417 -1 175 -3,1% - 589 -1,6%

      Debt Securities placed with Clients  (2) 3 520 3 713 5 185 -1 665 -32,1% - 193 -5,2%

Life Insurance 6 535 6 033 4 825 1 710 35,4%  502 8,3%

Off-Balance Sheet Customer Funds 10 907 10 261 11 091 - 184 -1,7%  646 6,3%

Loans/Deposits(3) 129% 121% 129% 0 p.p. 8 p.p.

(1) Net Assets + Asset Management + Off-Balance sheet items + Non consolidated Secuiritised credit
(2) Includes funds associated with consolidated securitisations and commercial paper
(3)  Ratio calculated based on the definition of BoP

Mar,14
Change YoY

Mar,13Dec,13
Change QoQ
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Asset financing sources show the following evolution: 

 
Structure of liabilities and equity 

(€billion) 
 

 
 

At the end of 1Q14 deposits remained the main asset financing source (44%, or 52% if including customer 

funds in the form of life insurance products), while debt securities accounted for 16% only - a marked 

reversal since the end of 2009 (immediately before the escalation of the eurozone crisis at the start of 2010) 

when debt securities accounted for 43% of the total asset financing sources. 

 

  

13,7

5,4
8,3

Jun,12 Dec,13 Mar,14

ECB Funding(1)

(€billion)

-39,0%

(1)  Net Funding

13,7

9,3 9,7

Jun,12 Dec,13 Mar,14

ECB Net Funding
(€billion)

-28,9%

                        (1) Includes ECB Facilities

6,9 7,0

14,3 19,5

35,7
13 ,6

6,5

25,4
36,2

Dec, 09 Mar,14

Deposits 
(31%)

Deposits 
(44%)

Debt Securities
(16%)

Other 
Liabilities(17%)(1)

Equity

82,3 82,8

Debt Securities
(43%)

Other 
Liabilities(23%)(1) 

Equity

Life Insurance(8%)
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International and Domestic Activity 

The international area continued to reinforce its share of the Group’s total activity, notwithstanding the 

early stage of its more recent units and the difficulties experienced by several emerging economies. Hence 

assets grew by 8.0%, the loan portfolio by 12.3%, and total customer funds by 9.7%. 

 

 
Domestic and International Activity 

 

 

  

Mar,14 Mar,13 Mar,14 Mar,13

Total Asstes (1) 64 212 68 847 31 939 29 813

Assets 53 871 58 154 28 946 26 792

Loans to Customers (gross) 36 648 38 492 14 353 12 775

Total Customer Funds 40 730 43 495 16 475 15 023

Loans /Deposits (2) 133% 130% 3 p .p . 119% 125% -6 p .p

(1) Net Assets + Asset Management + Off-Balance sheet liabilities+ Non consolidated secuiritised credit
(2) Ratio calculated according to the BoP definition for Funding & Capital Plan

EUR million

Domestic International

-6,4%

Change Change

-6,7% 7,1%

-4,8% 12,3%

9,7%

8,0%-7,4%



 
1Q14 Results                                                 Lisbon, 15 May 2014         

20

 

3.2  Main business areas (Operating Segments) 

 

BES Group overview 

The BES Group develops its activity supported by a set of value propositions aimed at meeting the needs of 

its diverse client base: companies, institutions and individual clients. Its decision-making centre is located in 

Portugal, which is also its main market of operation. 

 

The historic links with Africa and South America, notably with Angola, Brazil and Venezuela, the 

internationalisation of Portuguese companies, the growing interdependence of the Iberian economies and 

the large communities of Portuguese nationals established across various continents have provided the 

basis for the international expansion of BES Group. 

 

When monitoring the performance of each business area, the Group considers the following Operating 

Segments:  

 Domestic Commercial Banking, which includes the Retail, Corporate, Institutional and Private 

Banking sub segments 

 International Commercial Banking 

 Investment Banking 

 Asset Management 

 Life Insurance 

 Markets and Strategic Investments 

 Corporate Centre 

 

Each segment is directly supported by dedicated structures, as well as by those central units whose activity 

is most closely related to each of these segments. These structures run individual monitoring of each 

operational unit of the Group (considered from the viewpoint of an investment centre) while the Executive 

Committee defines strategies and commercial plans for each Operating Segment. 

As a complement to this, the Group uses a second segmentation of its activity and results according to 

geographical criteria, separating the performance of the units located in Portugal (Domestic Area) from 

that achieved by the units abroad (International Area). 

 

3.2.1 Retail 

This segment includes activity with individuals and small businesses, most notably deposit taking, sale of 

saving products, commissions for account management, cards and other means of payment, insurance 

products, investment funds, brokerage of securities, custody services, mortgage credit, consumption credit 

and financing of small businesses. 
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Retail Banking 

 
 
This business area was supported by a network of 631 branches in Portugal at the end of 1Q14 (net 

reduction of 12 branches since the beginning of the year, and of 28 YoY). This streamlining process 

permitted to achieve a 2.0% YoY reduction in operating costs. The network includes 44 on-site branches 

resulting from partnerships with insurance agents under the Assurfinance programme. 

 

Taking into account the strong competition from the State’s saving products, the slick customer funds 

margin and the economic hardships faced by the Portuguese families, Retail remained very resilient, 

showing the Group’s capacity to devise added value solutions for its clients, even in very adverse market 

situations, and the trust placed by the clients in the BES brand. On-balance sheet customer funds dropped 

by 1.5% YoY, with deposits decreasing by 1.0% only. 

 

The resilience of Retail customer funds in the period was also supported by an influx of new clients: a total 

of 23.5 thousand new clients were acquired in the period as a result of coordinated action between the 

branch network and other client acquisition channels, in particular the Cross-segment and Assurfinance 

programmes, as well as the external promoters, which maintained a decisive contribution to the 

commercial performance of Retail.  

 

The Retail area maintains a constant and dynamic management of the customer funds margin in order to 

protect banking income growth. In 1Q14 the segment’s banking income grew by 4.1% YoY, underpinned by 

the streamlining of the net interest margin, which improved by 59 bps, to 3.21%. The increase in banking 

income, allied to reductions in costs and in impairment losses, allowed the area to increase pre-tax earnings 

to EUR 54.0 million (EUR 44.3 million in 1Q13). 

 

During the period the area maintained its selective loan granting policies, and achieved significant results in 

cross-selling, where commercial results are supported by a wide range of innovative products, services and 

EUR million

Customer Loans (gross) 14 480 15 370 -5,8%
Customer Funds 12 812 13 005 -1,5%

Commercial Banking Income 154,9 148,5 4,4%

Capital Mkts & Other Results 8,2 8,2 0,3%
Banking Income 163,1 156,7 4,1%

Operating Costs 93,7 95,6 -2,0%

Provisions 15,4 16,7 -8,0%
Income Before Tax 54,0 44,3 21,9%

Cost to Income 57,5% 61,0% -3,6 pp

Mar,14 Change

BALANCE SHEET

INCOME STATEMENT

Mar,13
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tools. Growth was particularly significant in several areas of insurance production, namely in life insurance 

and car insurance products, where sales increased YoY by 83 % and 33% respectively. 

 

The Direct Channels continued to play a key role in the relationship with the clients, providing the following: 

(i) access to the entire range of services, account enquiries and transactions which can be done remotely; (ii) 

sale of a range of products, namely saving and insurance products, which can be acquired directly through 

the internet, with the support of a phone operator, or by scheduling a meeting with the branch or account 

manager; (iii)  integration and centralised management  of the CRM  platforms  (branch, BESnet  and 

BESdirecto), where the success of the customised offers provided at the time the client interacts with the 

remote channel confirms their adjustment to the clients’ needs; (iv) new solutions adjusted to the clients’ 

mobility needs affording safe, convenient and permanent access in any circumstance. 

 

The internet banking service for individual clients – BESnet – achieved a 5.8% YoY increase (to 387 thousand) 

in the number of frequent users, being at the lead of internet banking penetration in Portugal, with a share 

of 43.9% of the customer base (according to the latest Marktest data), while the number of logins reached 

11.3 million (+19.3% YoY). 

 

The BESmobile service maintained strong growth, with the number of frequent users reaching 77 thousand 

at the end of 1Q14. The new ‘BES-one-click’ app, which permits instant mobile phone top-ups, was a success 

with the clients, already accounting for approximately 40% of the total mobile top-ups. 

 

Focusing on the new mobile needs, the BEStablet application was specifically designed for Apple iPad and 

Android tablets. Available for individual and corporate clients, it offers innovative solutions that sharply 

stand out from the comparable offer not only in the domestic market but also at international level. 

BEStablet already offers a wide range of transactions, covering more than 90% of the clients’ everyday 

mobile needs. In 1Q14 new facilities were introduced, namely ‘Payments to the State’ and ‘BIN/IBAN inquiry’. 

This application is proving highly successful, with the number of client users having already surpassed 14 

thousand. 

 

Banco Best posted a pre-tax profit of EUR 4.8 million in 1Q14, a YoY increase of 19%. The first quarter’s 

performance was supported by a strategy of innovation and permanent adjustment of the offer to the 

market context and the clients’ objectives. The period also saw a 110% rise in online stock exchange trading, 

while the volume of investment funds under management increased by 23% YoY, surpassing EUR 1,000 

million, and customer assets under custody were up by EUR 219 million, reaching more than EUR 2.5 billion. 

Since the start of the year Best has already added three new fund managers (Neuberger Berman, MFS and 

Muzinich) to its portfolio. The bank maintained the lead in sales of foreign investment funds, with a 37.4% 

market share as well as in online derivatives trading, with a share of 28% (according to the latest data 

released by CMVM, the Portuguese Securities Market Commission). 

 

The activity of Banco Espírito Santo dos Açores in 1Q14 was marked by a huge provisioning effort (EUR 4.5 

million) and moderate success in the monitoring and recovery of problem loans. On-balance-sheet customer 
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funds decreased, reflecting the increased subscription of off-balance sheet products. Banco Espírito Santo 

dos Açores maintained its strategy for raising the market share, backed by the signature of protocols with 

regional companies, associations and other institutions, while continuing to promote a stronger 

involvement with the agricultural sector, one of the most important in the economy of the Azores. 

Commercial and socially-oriented actions were also reinforced in order to further enhance BES Açores’s 

position as a bank dedicated to serving the clients and society and as the only bank in Azores with its 

headquarters in the region. Total assets amounted to EUR 448.2 million at the end of 1Q14 (-14.2% YoY). The 

Bank posted a net loss for the period of EUR 2.5million. 

 

3.2.2   Corporate and Institutional Clients 

This business area includes the business with large and medium-sized companies, as well as with 

institutional and municipal clients. BES Group holds a significant position in the Corporate and Institutional 

Clients segment as a result of its support to the development of the national business community, where it 

targets companies with a good risk profile, innovative characteristics and exports oriented. 

 
Corporate and Institutional Clients 

 
 

This business area’s results continue to be affected by the increase in overdue loan ratios, leading to the 

need to reinforce the segment’s credit provisions. To counter this effect, the Group has taken action at 

various levels: (i) intensification of risk prevention practices, namely by increasing the collateralisation of 

both new loans and the loan portfolio; ii) regular revision of pricing policies for both credit spreads and 

interest rates on customer funds and elimination of commissioning discounts and exemptions; and (iii) 

optimisation of the cost basis.  

 

Despite the improvement in the net interest margin and a 3.2% YoY contraction in operating costs, the 

segment’s banking income was penalized by the continuous increase in provisions, in line with the Group’s 

prudent policy and the reduction in commission income due to one-off impacts in 2013 and the credit 

deleveraging process. 

 

EUR million

Customer Loans (gross) 20 653 21 497 -3,9%
Customer Funds 8 793 10 694 -17,8%

Commercial Banking Income 140,6 159,1 -11,6%
Capital Mkts & Other Results 1,5 2,5 -39,1%
Banking Income 142,1 161,6 -12,1%
Operating Costs 14,2 14,7 -3,2%

Provisions 123,6 112,2 10,2%
Income Before Tax 4,3 34,7 87,7%

Cost to Income 10,0% 9,1% 0,9 pp

Change

BALANCE SHEET

INCOME STATEMENT

Mar,13Mar,14
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In line with its ambition of being the Portuguese companies’ bank of choice, while being aware that, as 

never before, these companies are seeking to expand their client base abroad, both through exports and 

presence in foreign countries, BES Group systematically reinforces its commitment to providing a strong 

international support service and international offer. The service is provided by the International Premium 

Unit (IPU), which comprises two different types of bankers, namely those managing relations with the 

financial institutions in countries where BES Group is not present, and the commercial bankers specialising 

in international business who offer the Portuguese medium-sized and large companies their accumulated 

knowledge about the main features of each market. 

 

The support provided is focused on the client’s needs, including the following: 

 

1. Customised support from the team of international bankers, who in 1Q14 helped 140 companies in 

differing stages of the internationalisation process. 

2. Assistance in reaching new markets:  

a. Innovative market prospecting support services, namely ISKO, which comprises detailed 

information about each country and a useful summary of the relevant features for 

internationalisation decisions, and the ‘BES Fine Trade’, a tool that identifies potential 

export markets for globally tradable goods; these services are now available online. 

b. Opening of new markets by BES teams’ missions to countries with the potential for the 

development of economic relations with Portugal. In 1Q14 the Trade Mission to Azerbaijan 

took 16 companies to explore this new market, adding on to the more than 400 others that 

had already travelled with the IPU in Trade Missions. 

3. A global offer in constant innovation, namely including the recently created Multilaterals Nucleus 

for the development of partnerships, which aims to support the Portuguese companies’ 

undertakings by providing political risk hedging and long-term funding. 

 

In the Iberian market, given the close-knit economic relations between Portugal and Spain, client acquisition 

and business development are supported by strong cooperation between domestic and Spanish commercial 

networks: 53 new Iberian corporate clients were acquired in 1Q14. 

As far as support to Innovation and Entrepreneurship is concerned, the Bank has pursued efforts on two 

main fronts: first, at the level of the investee companies of Espírito Santo Ventures, which already number 

more than 30 in Portugal, two investments in 1Q14 reinforced the share capital of some of the most 

promising companies that received seed and early stage investment in the last two years, while two of this 

Espírito Santo Ventures’ investees are in well advanced talks with foreign investors interested in taking a 

stake in their share capital; second, there has been a strong dynamics – largely thanks to the increasingly 

well structured innovation and entrepreneurship network in Portugal – in the identification on the ground of 

high potential opportunities in both start-ups and more mature companies whose development may benefit 

from the support of BES Group’s corporate banking team and for which the Bank may become the 

reference partner. This mapping work has already found and assessed more than one thousand 

opportunities from the north to the south of Portugal. 
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The exports and entrepreneurship support initiatives developed during 1Q14 created a positive dynamics of 

engagement with innovative export-oriented companies dealing in tradable goods, with a good risk profile 

(Winner SMEs). Client acquisitions of Winner SMES reached 47, while credit to this important segment 

increased by EUR 71 million (+5.1%) in the quarter. In year-on-year terms, gross loans to Winner SMEs grew 

by EUR 150 million (+11.5%). 

 

BES actively promotes the various PME Investe, PME Crescimento and Investe QREN credit lines, all of them 

important tools to support the national SMEs’ investment and growth, under which it has approved to date 

EUR 3,250 million of loans. In the PME Crescimento 2014 line BES is market leader, with a share of 22.4%. 

The credit lines contracted with the European Investment Bank (EUR 200 million) and the European 

Investment Fund (EUR 160 million) have allowed the Bank to grant loans to the national SMES under quite 

favourable conditions, helping companies to achieve important investment projects and supporting their 

working capital needs. In 1Q14 more than EUR 220 million loans were approved under these new facilities. 

 

In the current market context, supporting companies’ cash management continues to deserve particular 

attention. In this area, BES maintains a strong position in Factoring Solutions, with a market share of 21.9% 

that represents EUR 1,136 million of credit under management. 

 

Through the ‘BES Express Bill’ the Bank remains at the forefront of financial innovation for businesses, 

actively promoting the dynamics of economic activity, the adoption of financial management good 

practices and the improvement of companies’ financial health.  

 

Overall, the ca. 18,500 clients that subscribed this innovative service have a total of EUR 2.6 billion in 

facilities approved, which guarantee the advancing of payments of more than EUR 13 billion per year. By 

guaranteeing payments and bringing forward receipts, thus promoting business and acting as a confidence 

booster in business dealings, this networking solution links all companies (micro, small, medium-sized and 

large) and increasingly stands out from within other cash management solutions. 

 

In 2013, Banco Espírito Santo and Edenred, the world leader in prepaid corporate services, entered a joint 

venture to operate and develop in Portugal the market for social benefits delivered by companies to their 

employees. In 1Q14 Edenred, supported by the strong involvement of BES’s commercial network, 

consolidated its lead of the meal card solutions market, with an estimated share of 46%. 

 

The internet banking service for corporate clients - BESnetwork – reached 64.4 thousand frequent users at 

the end of 1Q14 (a YoY increase of 17.3%) while the number of logins reached 18.6 million. 
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3.2.3  Private Banking 

This area is dedicated to the business with private high net worth clients, covering all products associated 

with these clients, notably deposits, discretionary management, custody services, brokerage of securities 

and insurance products. 

 

Private Banking 

 
 

In Private Banking the Group also showed its capacity to weather the adverse economic context. In this 

important business area, total customer funds (consisting entirely of deposits) remained practically flat YoY 

(-0.2%), with on-balance-sheet customer funds registering the same rate of change.  

The segment’s pre-tax profit increased 34.9% YoY in 1Q14, to EUR 32.5 million. This improvement translates 

the measures taken in 2013 and 1Q14 to enhance the customer funds margin (which led to a 11.1% increase 

in banking income) combined with efficient control over the structure of operating costs. 

 

 

3.2.4  International Commercial Banking 

This segment includes the retail units operating abroad, which develop their banking activity (excluding 

investment banking and asset management) with both individual and corporate clients. This business area 

remained vigorous, with customer funds increasing by 14.0%, largely driven by growth in Spain and the 

inclusion of BES Vénétie in the consolidation scope, while customer loans grew by 12.5%, underpinned by the 

intensification of business in BES’s subsidiary in Angola and the contribution of BES Vénétie. Despite the 

performance of banking income (+69.2%), the segment reported a pre-tax loss of EUR 8 million in the period 

that reflects the increase in operating costs (+14.6%) and provisions (+EUR 89.3million) and which compares 

with a pre-tax profit of EUR 19.6 million in 1Q13.  

 

 

 

EUR million

Customer Loans (gross)  827  937 -11,8%
Customer Funds 1 575 1 578 -0,2%

Commercial Banking Income 33,2 30,3 9,7%

Capital Mkts & Other Results 2,8 2,1 32,1%

Banking Income 36,0 32,4 11,1%
Operating Costs 4,2 4,2 0,3%

Provisions -0,7 4,1 -118,0%
Income Before Tax 32,5 24,1 34,9%

Cost to Income 11,7% 13,0% -1,3 pp

Mar,14 ChangeMar,13

BALANCE SHEET

INCOME STATEMENT
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International Commercial Banking 
 

 
 

In 1Q14 BES Spain Branch maintained the positive performance seen in the previous quarters. Main 

highlights in the period: (i) the commercial network expansion programme was pursued according to plan, 

with new branches scheduled to open in the next few months (from a total of 33 branches, 8 were opened in 

the last 18 months); ii) customer deposits increased by 24.4% YoY while customer loans decreased by 5.3%, 

reflecting the deployment of the branch’s policy aimed at reinforcing its self-sufficiency in terms of funding; 

(iii) off-balance sheet activity volume remained practically unchanged at ca. EUR 1,300 million, in line with 

the trend in the previous quarters; iv) the international corporate activity support volume stabilised at 

around  

EUR 880 million, while the number of active international clients reached 180, which represents a YoY 

increase of 5.9%%; (v) the overall number of clients, mostly in retail and private banking +34.1%), increased 

by 32.0% YoY, which represents 7,200 new client acquisitions; and (vi) continued implementation of the 

prudent credit risk management policy, involving a strong reinforcement of provisions in light of the 

evolution and direct and indirect effects of the economic situation. Backed by a 16.5% increase in banking 

income (ex-markets) driven by the continuing downward trend in the cost of liabilities, combined with the 

containment of costs, operating income increased to EUR 33.6 million, which compares with EUR 13.6 million 

in 1Q13. The Branch reported a pre-tax profit of EUR 17.8 million in 1Q14 (vs. a EUR 5.5 million loss in 1Q13). 

 

BES London Branch (United Kingdom) concentrates its activity in wholesale banking in the European 

market. During the 1Q14 business volume remained consistently above EUR 5 billion, underpinned by the 

EMTN programme, but also by an increase in on-balance sheet customer funds through the reinforcement 

of deposits acquisition (+55% since the start of the year). On the other hand customer loans remained flat 

compared to the end of 2013, having slightly decreased YoY (-3%). Commercial banking income reached EUR 

4.9 million in the period. The Branch continued to streamline its structure of operating costs. 

 

 

 

EUR million

Customer Loans (gross) 13 644 12 128 12,5%

Customer Funds 12 329 10 814 14,0%

Commercial Banking Income 147,0 115,4 27,3%
Capital Mkts & Other Results 25,3 -13,6 ….

Banking Income 172,3 101,8 69,2%
Operating Costs 68,9 60,1 14,6%

Provisions 111,4 22,1 ….
Income Before Tax -8,0 19,6 -141,1%

Cost to Income 40,0% 59,0% -19,0 pp

Mar,14 Change

INCOME STATEMENT

BALANCE SHEET

Mar,13
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Espírito Santo Bank (Miami/USA), after reporting strong growth in 2013, is now focused on improving its 

profitability, based on the increase in revenues, namely from asset management, combined with the 

containment of operating costs. On March 31st, 2014 assets totalled USD 736 million (-7% vs. 2013 YE), with 

deposits dropping by USD 27 million in the quarter, to USD 626 million and gross customer loans increasing 

by 1%, to USD 549 million. In its lending activity, where it maintains its safe and conservative standards in 

credit assessment, the Bank has focused, on the one hand, on promoting the acquisition of second homes in 

South Florida by non-resident individuals (a market segment showing signs of perking up, particularly in the 

luxury construction segment), and on the other on supporting exports to Latin America, guaranteed or 

insured by US Eximbank (Export-Import Bank of the United States) and other developed countries’ Export 

Credit Agencies. Backed by the diversified range of products targeting the clients’ financial needs which are 

offered by the private banking and wealth management areas, the recently created investment advice unit, 

and also the broker/dealer ES Financial Services, assets under management reached USD 1.5 billion in 

March 2014. For the sixth consecutive quarter, at the start of 2014 ES Bank was confirmed its “5-star” 

rating, Bauer Financial’s highest classification, which was awarded for the first time in 2012 on the grounds 

of its asset quality and liquidity and solvency levels. Net income for the period was USD 0.6 million. 

  

BES New York Branch (USA) concentrates its activity in wholesale banking, mainly in the US and Brazil. In a 

persistently adverse environment, the 1Q14 was marked by the continuation of the deleveraging process 

(the loan book was reduced by 51% YoY) and strong restrictions on access to market liquidity, penalising the 

placement of certificates of deposit and commercial paper and the Branch’s overall activity in the North-

American market. 

 

Banco Espírito Santo Angola (Angola) pursued the implementation of its 2013-2017 Strategic Plan which 

aims to evolve the business model towards an aspirational banking model, involving the expansion of the 

branch network, the revision of the commercial and marketing strategy, the implementation of a 

multichannel strategy and the development of support areas. The deployment of the Strategic Plan has 

supported continued activity growth, with assets increasing by 2% versus the end of 2013, to EUR 8,393 

million, driven by the growth of the loan book, which increased by 1.7% in the quarter, to EUR 5,808 million. 

Customer funds expanded by EUR 216 million (+8.3%) in the period. Banking income grew by 87% YoY, to 

EUR 81.4 million, underpinned by the increase in net interest income (+64%, to EUR 67.4 million), 

commissions, (+33%, to EUR 7 million), and capital markets and other results, which reached EUR 7 million. 

Operating costs were up by 3.9%. BES Angola’s results in the period, a net loss of EUR 15 million, were 

penalised by the increase in credit provisions by approximately EUR 70 million. 

 

BES Cape Verde (based on Cidade da Praia, with a second branch in Santa Maria, Sal Island) focuses on local 

corporate banking activity, where it mainly targets public sector companies, subsidiaries of Portuguese 

companies with interests in Cape Verde, and the local affluent market. Customer funds nearly trebled in 

1Q14, reaching EUR 125 million at year end, while total assets amounting to EUR 180 million at the end of the 

period. 
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The activity of Banco Espírito Santo do Oriente (Macau / Popular Republic of China) in 1Q14 was marked by 

the implementation of a new IT platform and the gradual adjustment of the structures to the 2014-2018 

Strategic Plan. In line with the strategy of diversifying and differentiating the offer, these changes will 

permit to develop new capabilities in personal and corporate banking, turning the bank into BES Group’s 

centre of RMB and trade finance expertise in Asia. The Bank’s documentary transactions business (e.g. L/C 

Advising/Forfaiting/Discount) in connection to local trade and the trade flows between the Popular Republic 

of China and the Portuguese-speaking countries where BES Group is present remained strong, supported by 

the commercial and operational action undertaken in cooperation with BES’s International area  

(International Department and International Premium Unit) and by the tightening of relations with the main 

Chinese Banks, with which it has entered instrumental agreements viewing the development of this type of 

business. The growth and stability of customer funds achieved over the last few years thanks to the 

excellent relations maintained with the local authorities remains a key priority in the current context, and 

to this end during the 1Q14 the Bank continued to develop commercial activities targeting its various client 

segments. 

 

In 1Q14 Banque Espírito Santo et de la Vénétie (France) had a good performance across all its business 

areas, and especially in the real estate business, which contributed with 47% to banking income, while 

refinancing costs also decreased compared to 1Q13. Underpinned by a 29% YoY increase in banking income, 

to EUR 13.2 million and a 7% reduction in operating costs, to EUR 6.2 million, the bank’s pre-tax profit 

improved by 86%, to EUR 5.3 million, which compares with EUR 2.8 million in 1Q13.  

 

Moza Banco (Mozambique) continued to deploy its commercial expansion plan, opening 3 new branches in 

1Q13 that increased the network to 26 units and achieved full coverage of all the country’s provinces. 

Activity continued to grow at a strong pace, with assets increasing to EUR 403 million (+86% YoY and +14% 

since the start of the year) and deposits growing by 18% in the quarter. 

 

Since its opening two years ago BES Venezuela Branch has been focusing its activity on the Portuguese 

resident community and the local large companies and institutions. In 1Q14 the branch’s total assets 

increased by 116% YoY and by 16% since the start of the year, reaching EUR 241 million, mainly underpinned 

by the growth of customer deposits (+132% YoY and +22% since the start of the year, to EUR 195 million). 

 

BES Luxembourg Branch, which has also completed two years, has been acting as a platform for business 

with the Portuguese emigrant community in the country as well as in neighbouring countries in central 

Europe, while offering the Group’s global client base the possibility to do business in a safe, credible, and 

uniquely stable market. At the end of 1Q14 the branch had total assets of EUR 1,317 million (+ 63% YoY and + 

46% since the start of the year), reporting a net profit for the period of EUR 2.0 million. 

 

In Libya, Aman Bank has remained focused on the reinforcement of operations and the deployment of its 

commercial plans so as to seize the growth opportunities arising in the country, which is still struggling with 
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social and economic difficulties. In 1Q14 the bank’s business volume remained relatively stable, with assets 

totalling EUR 877 million.  Aman Bank reported a net profit for the period of EUR 2.2 million. 

 

 

3.2.5 Investment Banking 

Investment banking includes advisory services in project finance, mergers and acquisitions, restructuring 

and consolidation of liabilities, preparation and public or private placement of shares, bonds and other 

fixed-income and equity instruments, stock broking and other investment banking services. In addition, the 

bank offers traditional banking services to corporate and institutional clients. 

 

Investment Banking 

 
 

The start of 2014 was quite encouraging for investment banking, with improving sentiment and market 

flows supporting an expressive increase in revenues and results. Banking income increased by 43.3% YoY, to 

EUR 91.1 million, while operating costs were reduced by 4.6%. The operational improvement fully absorbed 

the increase in credit impairments, allowing for an increase in the pre-tax profit, which reached EUR 19.5 

million (EUR 8.5 million YoY). The international area maintained a consistent performance, representing 

44% of banking income. 

 

In general terms, all business areas improved their performance compared to 1Q13. The Capital Markets 

area maintained its buoyancy, leading another debt issue by the Portuguese Republic, in the amount of EUR 

3 billion, and concluding various operations in different markets. 

 

Mergers and Acquisitions – BESI provided advisory services in Portugal to Estaleiros Navais de Viana do 

Castelo on the sub-concession of land to Martifer Group (contract signed on January 10th, 2014). 

 

EUR million

Customer Loans (gross) 2 157 2 213 -2,5%

Customer Funds 2 239 1 308 71,2%

Commercial Banking Income 44,8 48,7 -8,1%

Capital Mkts & Other Results 46,3 14,8 211,9%
Banking Income 91,1 63,6 43,3%

Operating Costs 41,0 43,0 -4,6%
Provisions 30,6 12,1 153,0%

Income Before Tax 19,5 8,5 129,0%

Cost to Income 45,1% 67,6% -22,5 pp

Mar,14

INCOME STATEMENT

Change

BALANCE SHEET

Mar,13
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Project Finance and Securitisation – BESI acted (i) in Portugal, as Structuring Bank and Mandated Lead 

Arranger on the EUR 135 million refinancing of the NorteShoping mall; (ii) in Brazil, as Financial Adviser and 

Onlending Agent on the long-term loan through BNDES to Viracopos Aeroportos Brasil, the concessionary of 

the Campinas Viracopos International Airport, for a total of BRL 1.8 billion; and (iii) in Mexico, as Issuer of a 

Standby Letter of Credit for a motorway construction project of ICA (MXN 689 million).  

 

Acquisition Finance and Other Lending - BESI acted in Portugal as Mandated Lead Arranger on the 

refinancing of Efacec Group’s debt. 

 

Equity Capital Markets – BESI acted  (i) in Iberia, as Joint Global Coordinator on the IPO of Espírito Santo 

Saúde (EUR 150 million), as Joint Bookrunner on the placement of two blocks of shares, namely a 3% stake in 

ZON OPTIMUS (EUR 76 million) and a 16.8% stake in Mota-Engil, SGPS (EUR 159 million), as Joint Lead 

Manager on bond issues by EDP (USD 750 million), BES (EUR 750 million), Brisa (EUR 300 million) and Isolux-

Corsán (EUR 600 million) and as Sole Lead Manager on Celbi’s bond issue (EUR 80 million); (ii) in Brazil, as 

Sole Placement Agent on Monteiro Aranha’s sale of a block of 4.18 million shares of Klabin (BRL 50 million) 

and as Joint Lead Manager on a bond issue by BDMG (BRL 248 million) and an issue of debentures by Ouro 

Verde (BRL 250 million); (iii) in Poland, as Sole Arranger on bond issues by Globe Trade Centre (PLN 200 

million) and Kredyt Inkaso (PLN 70 million); and (iv) in Mexico, as Sole Bookrunner on a bond issue by Famsa 

(USD 60 million). In the Structured Products segment, BESI was Lead Manager on the issue of 

Agribusiness Receivables Certificates backed by credits due by Jalles Machado S.A. (BRL 41.5 million).  

 

Brokerage - BESI maintained a prominent position in Portugal (3rd place with a 7.2% market share) and 

ranked in 11th place in the Madrid Stock Exchange ranking, with a 3.2% market share. The Bank positioned 

in 22nd place in Brazil’s Bovespa ranking, with a market share of 0.9%, and in the 21st position in the Polish 

brokers’ ranking, with a market share of 1.6%. In the United Kingdom the year started on a positive note, 

while in India activity progressively improved during the quarter. 

 

In Private Equity the main transactions in the period included (i) two divestments, namely from Synergy and 

the TLCI Group, for a total of EUR 22 million and (ii) the first investment made in Brazil, the acquisition of a 

minority stake in Aramis, a menswear retailer. 

 

BESI was recently distinguished by the EMEA Finance magazine for its role as Joint Bookrunner of Energa’s 

IPO, the largest in the Warsaw Stock Exchange since July 2011 and the largest in Central and Eastern Europe 

in 2013, and considered the ‘Best Privatisation IPO in EMEA’. This transaction allowed the Polish Treasury to 

sell a 34.18% in Energa, for more than PLN 2.4 billion (ca. EUR 570 million). 

 

 

3.2.6 Asset Management 

This segment includes all the asset management activities of the Group, essentially conducted by Espírito 

Santo Activos Financeiros (ESAF), within Portugal and abroad (Spain, Luxembourg, Angola, and Brazil). 
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ESAF’s product range covers mutual funds, real estate funds and pension funds, besides providing 

discretionary and portfolio management services. 

 
Asset Management 

 
 

At the end of 1Q14 the global volume of assets under management reached EUR 16.9 billion, a YoY increase 

of 9.1%. At domestic level, the YoY increase in pension funds, asset management and real estate investment 

funds should be stressed, while in the international business, there was an increase in volume under 

management in Luxembourg. For the third consecutive year, ESAF was distinguished in the Lipper Fund 

Awards Europe, disclosed in the 1Q14: ESAF - Espírito Santo Gestão de Patrimónios received the award for 

Best European Small-Cap Manager, in Bonds, while Espírito Santo Euro Bond was named Best Fixed Rate 

Euro Bond Fund (3.5 and 10 years) and Espírito Santo Global Bond was considered Best Global Fixed Rate 

Bond Fund (3 years). Moreover, Espírito Santo Portugal Acções - Fundo de Investimento Mobiliário Aberto de 

Ações was the winner in Euronext Lisbon Awards’ Third Edition, in the category of closed-end mutual and 

pension funds investing in Portuguese equities 

 

 

3.2.7 Life Insurance 

This business area comprises the activity developed by BES Vida, which provides both traditional and unit-

linked insurance products as well as pension plans. 

 

Life Insurance 

 

EUR million

ASSETS UNDER MANAGEMENT 16 860 15 455 9,1%

Banking Income 12,4 14,4 -13,6%
Operating Costs 4,0 4,3 -5,9%
Provisions 0,1 0,0 ….
Income Before Tax 8,3 10,1 -18,0%

Cost to Income 32,4% 29,8% 2,7 pp

INCOME STATEMENT

ChangeMar,14 Mar,13

EUR million

Customer Funds 6 535 4 825 35,4%

Gross Margin of Insurance Business 56,6 67,1 -15,7%

Operating Costs 2,7 2,9 -7,2%

Provisions 0,9 0,1 ….

Net Income 37,7 70,3 -46,4%

Change

BALANCE SHEET

INCOME STATEMENT

Mar,14 Mar,13



 
1Q14 Results                                                 Lisbon, 15 May 2014         

33

 

BES Vida’s production in Portugal reached EUR 648.1 million in 1Q14, which represents a 39.6% YoY increase 

in premium volume. The period was marked by the continuous expansion of the company’s business, 

underpinned by pension plan production, which largely exceeded claims volume. As a result Mathematical 

Provisions reached ca. EUR 7,446 million, rising by 5.9% relative to December 2013 and by 24.7% YoY. 

 

 

3.2.8 Markets and Strategic Holdings 

This segment includes the global financial management activity of the Group, namely raising and 

placement of funds in the financial markets, as well as investment in and risk management of credit, 

interest rate, FX and equity instruments, whether of a strategic nature or as part of current trading activity. 

It also includes activity with non-resident institutional investors, as well as any activities arising from 

strategic decisions impacting the entire Group. 

 

Markets and Strategic Holdings 

 
 

Despite an improvement in 1Q14, resulting from capital gains on securities and a general amelioration in 

access conditions to funding sources, the segment posted a negative banking income in the period. This was 

due to the fact that the internal allocation of the cost of funding implicit in the definition of spreads on 

strategic products sold to domestic corporate and individual clients does not take into account market 

volatility. The increase in impairments in the securities portfolio, namely for investments in debt 

restructuring funds, and in real estate assets obtained through credit recoveries, explains the net loss of 

EUR 212.4 million reported by the segment in 1Q14 (1Q13: - EUR 230.6 million). 

 

 

 

 

 

 

EUR million

Banking Income -97,0 -143,9 -32,6%

Operating Costs 16,0 14,0 14,4%
Provisions 99,4 72,7 36,8%

Income Before Tax - 212,4 -230,6 7,9%

Mar,13

INCOME STATEMENT

Mar,14 Change
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4. FINANCIAL STRENGTH AND ASSET QUALITY 

4.1 Asset Quality  

The table below summarises the evolution of credit, overdue loans, credit at risk, restructured loans, 

provisions for impairment losses and overdue loans ratios and provisions ratios in 1Q14 and comparison 

with 1Q13. 

 

Asset Quality 

 

 

The credit portfolio risk indicators show a deterioration across the board, a trend that was clear throughout 

2013. Hence credit at risk increased, causing the credit at risk ratio to rise to 11.1% (Dec.13: 10.6%), with net 

new entries in the quarter, on a comparable basis, totalling EUR 314 million. 

 

  

absolute relative absolute relative

EUR million

Gross loans 51 001 49 722 51 267 - 266 -0,5% 1 279 2,6%
Overdue Loans 3 321 2 990 2 521  800 31,7%  331 11,1%
Crédito Vencido > 90 dias 3 067 2 826 2 227  840 37,7%  241 8,5%
Credit at risk (1) 5 684 5 249 5 178  506 9,8%  435 8,3%
Restructured Credit (2) 6 170 5 846 - - -  324 5,5%

Restructured Credit not included in Credit at Risk (2) 4 842 4 678 - - -  164 3,5%
Provisions for Credit 3 650 3 387 2 823 827 29,3%  263 7,8%

Indicators (%)

Overdue Loans / Gross Loans 6,5 6,0 4,9 1,6 p.p. 0,5 p.p.

Overdue Loans +90d / Gross Loans 6,0 5,7 4,3 1,7 p.p. 0,3 p.p.

Credit at risk (1) / Gross Loans 11,1 10,6 10,1 1,0 p.p. 0,5 p.p.

Restructured Credit / Gross Loans 12,1 11,8 - - 0,3 p.p.

Restructured Credit not included in Credit at Risk(2)/ Gross 
Loans

9,5 9,4 - - 0,1 p.p.

Coverage of Overdue Loans 109,9 113,3 112,0 -2,1 p.p. -3,4 p.p.

Coverage of Overdue Loans + 90d 119,0 119,9 126,8 -7,8 p.p. -0,9 p.p.

Coverage of Credit at risk (1) 64,2 64,5 54,5 10,0 p.p. -0,3 p.p.

Provisions for Credit / Gross Loans 7,2 6,8 5,5 1,7 p.p. 0,4 p.p.

Cost of Risk (3) 2,2 2,0 1,5 0,7 p.p. 0,1 p.p.

(3) March Data annualised

(2) According to the definition of BoP Instruction nº32/2013. 

(1) According to the definition of BoP Instruction nº23/2011.

Mar,14
Change YoY

Mar,13Dec,13
Change QoQ
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Quarterly evolution of Credit at Risk 

 

 

The Overdue loans/Gross Loans ratio was 6.5% while the Overdue loans + 90 days /Gross Loans ratio 

reached 6.0%. The new indicators whose disclosure is required by the Bank of Portugal since the end of 

2013, namely ‘restructured loans / gross loans’ and ‘restructured loans not included in credit at risk / gross 

loans’, were 12.1% and 9.5%, respectively. 

 

The Provisions for Credit / Gross Loans ratio continued to be reinforced, reaching 7.2% (Dec.13: 6.8%), with 

the Coverage of Credit at Risk ratio (Provisions for Credit / Credit at Risk), excluding collaterals and 

guarantees, standing at 64.2% (Dec.13: 64.5%). Bes Group’s credit provisioning ratios are among the highest 

in the Portuguese financial system. 

 

Provisions for Credit / Gross Loans ratio 

 

Quarterly anualised credit at risk new entries/ Total Credit

* Excludes BES Vénétie

420
307 172 -408 314 121

Dec,12 1Q13 2Q13 3Q13 4Q13 1Q14* BES 
Vénétie

Mar,14

4758

5684

3,9%
-3,0%

4758

3,9%
2,9%

1,8% 4,0%

3,1% 3,4%
4,2%

5,3%

6,8% 7,2%

0,0%

1,0%

2,0%

3,0%

4,0%

5,0%

6,0%

7,0%

8,0%

Dec09 Dec10 Dec11 Dec12 Dec13 Mar14
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The overdue loan ratios increased to 7.8% in corporate loans and reached 10.4% in other loans to 

individuals; the mortgage loans overdue loan ratio was once again the slowest growing, standing at 1.1% at 

the end of the quarter. 

 
Overdue Loans 

 
 

According to the statistics published by the Bank of Portugal (February 2014), the Group’s overdue loan 

ratios continue to compare favourably with those of the Portuguese banking sector, where corporate 

overdue loans stand at 10.8% (BES Group: 7.8%), mortgage overdue loans at 2.2% (BES Group: 1.1%) and 

other loans to individuals overdue loans at 12.4% (BES Group: 10.4%). 

Foreclosed real estate assets on the balance sheet totalled EUR 2.1 billion at the end of 1Q14. The table 

below shows the distribution of these assets by the domestic and international areas: 

 

Foreclosed Assets 
 

 
 

The Group develops an active and innovative strategy viewing the sale of foreclosed properties, using for 

the purpose various internal and external sales channels adapted to each target market. 483 such 

properties were sold in 1Q14 (a YoY increase of 19%) for a gross balance sheet value of EUR 75 million. Given 

the prudent provisioning policy adopted, where property valuations are based on the immediate sale value, 

no material gains or losses were determined on these sales. 

 

  

YoY QoQ

Overdue Loans 6,5% 6,0% 4,9% 1,6 0,5

   Individuals 2,7% 2,4% 2,2% 0,5 0,3

      - Mortgage 1,1% 1,0% 0,9% 0,2 0,1

      - Other Purposes 10,4% 9,0% 7,6% 2,8 1,4

   Corporate 7,8% 7,3% 5,9% 1,9 0,5

Change
Mar,14 Dec,13 Mar,13

EUR million

Domestic 2 464 2 453 2 122

International  156  156  137

Gross Value 2 620 2 609 2 259
Provisions  511  477  321

Net Value 2 109 2 132 1 938

Mar,13Mar,14 Dec,13
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Property Sales 
 

 
 

4.2  Liquidity, Solvency and Financial Strength  

4.2.1 Liquidity  

The first half of 2014 maintained the improving trend of market sentiment, especially in the eurozone 

peripheral countries, thus sustaining positive expectations of a recovery of economic growth in the main 

economies. Sovereign debt yields of various eurozone countries sharply subsided, with the Portuguese 

public debt yield shrinking to around 4% at the end of the quarter. 

 

However, tensions in Crimea and deflationary pressures in the eurozone have been acting as a counterpoint 

to this optimism. The disclosure of inflation data at the end of March – an inflation rate of 0.5%, the lowest 

since November 2009 – confirmed a deflationary scenario in the eurozone for a relatively extended period of 

time, even if actual deflation risks remain limited. 

 

Taking advantage of the favourable conditions, in January and April 2014 BES Group tapped the 

international capital markets with two issues of senior unsecured debt with 5- and 3-year maturities, for a 

total of EUR 1.5 billion, and credit spreads of 285 bps and 208 bps, respectively. 

The market’s improvement is reflected on the reduction of the spread paid for debt issues, notwithstanding 

the difference in maturities. 

 

In April 2014, and for the first time since it requested financial assistance in 2011, Portugal returned to the 

debt auction system, issuing EUR 750 million of 10-year bonds at an average interest rate of 3.58%, not 

supported by a syndicate of banks. With the adjustment programme agreed with the Troika nearing the end 

and in light of the positive sentiment towards Portugal, the Government announced it would not negotiate 

a precautionary programme. It should be noted that over the last months the Government has built up a 

buffer that will largely cover the funding of liabilities in 2014 e 2015, which allays concerns about the 

national accounts during the post-troika period. This, together with a brighter economic outlook, are 

expected to alter the main rating agencies’ perception of Portugal, as was the case with Fitch, which in April 

revised its outlook on the country from negative to positive. 

 

1Q FY

Sold Premises 483 405 3 462

Proceeds (€mn) 75 82  444

Gains/Losses (€mn) 0,2 1,1 0,5

1Q14
2013
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In 1Q14 the structure of liabilities and equity remained stable, with the share of customer deposits in 

funding sources standing flat YoY, at 56%, while total customer funds (deposits and bancassurance) 

significantly increased as a percentage of the total, to 66%, due to the growth of bancassurance products in 

the period (+35%). The share of long-term funding retreated by 2pp, to 22% of the total, due to the 

reimbursements and repurchases occurred in the year to March 2014. 

 

Relative to the end of 2013, BES Group’s net funding from the ECB increased by ca. EUR 3 billion, to EUR 8.3 

billion, essentially reflecting the increase in the public debt portfolio (and especially of Portuguese and 

Italian bonds) in the period. At the end of March 2014 the portfolio of repoable securities amounted to EUR 

24 billion, of which EUR 21.3 billion were eligible for rediscount with the ECB. This amount includes exposure 

to Portuguese sovereign debt of EUR 5 billion (of which EUR EUR 1.6 billion maturing in less than one year). 

BES Group’s other peripheral European sovereign exposures totalled EUR 1.8 billion (of which EUR 1.5 billion 

maturing in less than one year), including EUR 0.9 billion of Italian public debt, EUR 0.7 billion of Spanish 

public debt, and EUR 0.2 billion of Greek public debt. 

 

On May 14th BES cancelled EUR 1,250 million of a senior debt issue guaranteed by the Portuguese State, and 

on the same date repaid in advance EUR 1 billion borrowed under the European Central Bank’s Long Term 

Refinancing Operations. 

 

 

4.2.2  Solvency  

 

On June 26th, 2013 the European Parliament and the Council approved Regulation (EU) no. 575/2013 and 

Directive 2013/36/EU which establish the applicable prudential requirements for credit institutions and 

investment firms in the European Union. 

 

On June 26th, 2013 the European Parliament and the Council approved Directive 2013/36/EU and Regulation 

(EU) no. 575/2013, which, as from January 1st 2014, regulate in the European Union, respectively the access 

to the activity of credit institutions and the prudential supervision of credit institutions and investment 

firms, and the prudential requirements for these institutions. 

 

Bank of Portugal’s Notice 6/2013, of 30 December established transitional arrangements for own funds, 

under said Regulation, and laid down measures to preserve those funds, determining a common  equity Tier 

1 capital ratio of no less than 7%.  

 

As the table shows, on March 31st, 2014 BES Group’s capital ratios were significantly above the minimum 

established levels, even if considering full application of the new BIS III rules. 
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Risk Weighted Assets, Eligible Capital and Regulatory Capital 

BIS III (CRD IV/CRR) 

 

 
 

 

The CET 1 ratio was 9.8%, according to phasing in rules (Bank of Portugal minimum requirement: 7%) and 

8.0%, if fully implemented. 

According to Notice 6/2013, under the transitional regime, unrealised gains on assets measured at fair value 

(EUR 290 million in March 2014) are fully excluded from CET1 in 2014. 

 

 

  

EUR million

Risk Weighted Assets (A) 62 268 61 722
   Banking Book 57 292 56 746
   Trading Book 1 722 1 722
Operational Risk 3 254 3 254

Regulatory Capital 

  Common Equity Tier I(B) 6 079 4 927

  Tier I (C) 6 079 4 997

Tier II and Deductions  850 1 046

TOTAL (D) 6 929 6 043

Common Equity Tier I (B/A) 9,8% 8,0%

Tier I (C/A) 9,8% 8,1%

Solvency Ratio (D/A) 11,1% 9,8%

(1)

P hasing in F ully 
implemented

Preliminary data; RWAs do not include the Sovereign Guarantee provided to BES Angola

Mar,14(1)
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4.3  Bank of Portugal reference indicators 

The table below lists the reference indicators under Bank of Portugal instruction no. 16/2004, as amended 

by instructions nos. 16/2008, 23/2011 and 23/2012, for the end of 1Q14. 

The indicators show: (i) solvency ratios are above the Bank of Portugal’s recommended minimum levels; (ii) 

credit quality indicators deteriorated; iii) profitability indicators reflect the net loss reported in the period; 

(iv) efficiency levels improved due to the increase in banking income; and (v) the loan to deposits ratio was 

129% in March 2014. 

 

 

 

  

%

SOLVENCY (g)

Regulatory Capital / RWA (a)         11,1%

Tier I / RWA (a)    9,8%

Core Tier I / RWA (a) 9,8%

ASSET QUALITY

Overdue & Doubtful Loans (b) /  Gross Loans (c) 7,0%

Overdue & Doubtful Loans net of Provisions (c)/ Net Loans (c) -0,1%

Credit at Risk (c/f) / Gross Loans (c) 11,1%

Credit at Risk net of Provisions (c/f)/ Net Loans (c) 4,3%

PROFITABILITY

Income before Tax and Minorities / Average net Assets -0,5%
Banking Income (d)/Average Net Assets 2,8%
Income before Tax and Minorities/ Average Equity (e)

-5,5%

EFFICIENCY

General Admin Costs (d)+ Depreciation /  Banking Income (d) 49,7%

Staff Costs / Banking Income (d) 26,0%

TRANSFORMATION

(Gross Loans (c)- Credit Impairments (c) / Customer Deposits (f) 129%

(a) Under IRB Foundation
(b) According to BoP Circular Letter nº 99/2003/DSB 
( c) According to BoP Instruction 22/2011 
(d) According to BoP instruction 16/2004 
(e) Includes Minority Interests
(f) According to BoP instruction nº23/2004 
(g) Preliminary data considering phased in CRD IV/CRR

Mar,14
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5. Other  

 On April 28th, 2014 Banco Espírito Santo informed the market it had placed a EUR 750 million senior 

unsecured debt issue under the EMTN programme. The notes have a maturity of 3 years and will 

pay a coupon of 2.625%. The order book was approximately 2 times oversubscribed, with roughly 

150 accounts and a very strong presence from international investors (representing approximately 

90% of allocations). 

 

 On May 14th, 2014 BES cancelled EUR 1,250 million of a senior bond guaranteed by the Portuguese 

Republic. On the same date the Bank repaid in advance EUR 1 billion borrowed under the European 

Central Bank’s Long Term Refinancing Operations. 

 

 

Lisbon, May 15th, 2014 

 

 

 

 

THE BOARD OF DIRECTORS 
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EUR million

Mar,14 Dec,13 Mar,13

ASSETS

Cash and deposits at Central Banks  1 806 047  1 719 363  1 410 320 
Deposits with banks   705 078   542 945   511 384 
Financial assets held for trading  2 620 435  2 507 932  4 128 436 
Financial assets at fair value through profit or loss  3 922 014  3 874 347  2 779 791 
Available-for-sale financial assets  11 131 177  8 486 605  13 558 571 
Loans and advances to banks  2 930 500  5 431 464  3 093 328 
Loans and advances to customers  47 350 633  46 334 896  48 443 427 
Held-to-maturity investments  1 532 760  1 499 639   920 728 
Hedging derivatives   322 383   363 391   450 190 
Non-current assets held for sale  3 510 415  3 567 011  3 489 085 
Investment properties   393 101   395 855   394 919 
Other tangible assets   928 684   925 438   971 032 
Intangible assets   458 827   455 352   548 180 
Investments in associates   433 779   536 666   583 391 
Current income tax assets   34 326   36 399   23 419 
Deferred income tax assets  1 054 739  1 034 318   779 414 
Reinsurance Technical Provisions   10 912   10 435   1 827 
Other assets  3 671 526  2 885 960  2 858 986 

TOTAL ASSETS 82 817 336 80 608 016 84 946 428

LIABILITIES
Deposits from central banks  9 862 959  9 530 131  9 947 129 
Financial liabilities held for trading  1 374 965  1 284 272  1 949 035 
Deposits from banks  5 296 659  4 999 493  5 592 263 
Due to customers  36 241 940  36 830 893  37 417 113 
Debt securities  12 666 062  11 919 450  14 581 959 
Hedging derivatives   114 049   130 710   161 883 
Investment contracts  4 763 607  4 278 066  3 293 401 
Non current liabilities held for sale   155 098   153 580   175 651 
Provisions   215 931   192 452   230 176 
Technical provisions  1 771 517  1 754 655  1 531 666 
Current income tax liabilities   146 859   101 868   207 164 
Deferred income tax liabilities   130 024   97 129   151 153 
Other subordinated loans   982 865  1 066 298   834 939 
Other liabilities  2 077 520  1 219 723  1 187 493 

TOTAL LIABILITIES 75 800 055 73 558 720 77 261 025
EQUITY

Capital  5 040 124  5 040 124  5 040 124 
Share Premium  1 070 146  1 067 596  1 069 340 
Other capital instruments   29 163   29 162   29 389 
Treasury stock (   858) (   858) (  1 006)
Preference shares   159 342   159 342   193 089 
Fair value reserve, other reserves and retained earnings   113 118   468 885   734 838 
Profit for the period attributable to equity holders of the bank (  89 159) (  517 558) (  62 036)

Shareholder's Equity  6 321 876  6 246 693  7 003 738 

Minority Iterests   695 405   802 603   681 665 

TOTAL EQUITY 7 017 281 7 049 296 7 685 403

TOTAL LIABILITIES AND EQUITY 82 817 336 80 608 016 84 946 428

BANCO ESPÍRITO SANTO, S.A..A.

CONSOLIDATED BALANCE SHEET AS OF 31 2014 AND 2013
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EUR million

Mar,14 Mar,13

Interest and similar income   826 570   860 353 

Interest expense and similar charges   556 622   638 501 

Net Interest Income   269 948   221 852 

Dividend income   2 452   1 867 
Fee and Commission income   195 252   209 523 
Fee and Commission expense   49 386   46 523 
Net gains from financial assets at fair value through profit or loss (  49 444) (  70 489)
Net gains from available-for-sale financial assets   203 295   161 002 
Net gains from foreign exchange differences   12 041   15 173 
Net gains/ (losses) from sale of other assets   2 170 (  6 341)
Insurance earned premiums net of reinsurance   55 753   20 052 
Claims incurred net of reinsurance   51 552   72 077 
Change on the technical provision net of reinsurance (  17 545)   50 317 
Other operating income and expense (  20 689) (  36 337)

Operating income   552 295   448 019 

Staff costs   149 716   145 644 

General and administrative expenses   109 259   108 914 

Depreciation and amortisation   27 390   25 944 

Provisions impairment net of reversals   4 814 (  5 762)

Loans impairment net of reversals   276 294   187 143 

Impairment on other financial assets net of reversals   46 075   18 303 

Impairment on other assets net of reversals   53 466   40 377 

Operating Costs   667 014   520 563 
Disposal of Subsidiaries and Associates (  3 111) - 
Income arising on business combinations achieved in stages   22 665 - 
Associate Income   2 806   1 833 

Net income before income tax and minorities (  92 359) (  70 711)
Income tax

Current tax   32 793   43 674 

Deferred tax (  34 943) (  49 941)

(  2 150) (  6 267)

Earnings for continuing activities (  90 209) (  64 444)

Net Income of discontinued operations (  6 345) (  2 721)

Net Income (  96 554) (  67 165)

Attributable to Shareholders (  89 159) (  62 036)

Attributable to Minority Interests (  7 395) (  5 129)

(  96 554) (  67 165)

 

BANCO ESPÍRITO SANTO, S.A.

CONSOLIDATED INCOME STATEMENT AS OF 31 MARCH 2014 AND 2013


