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Macroeconomic Outlook To Weigh On European Bank Credit

Selected Economies: Fitch Solutions Forecasts

Real GDP Growth
2022 2023
1.93% 8.85%
France 2.52% 5.20%
ltaly 3.79% 8.0%
UK 4.51% 9.0%
US 1.80% 0.33% 8.1%

2022

Germany

CPI Average

2023
6.49%
4.12%

5.0%

7.0%

4.5%

Central Bank Rate

2022
2.5%
2.5%
2.5%
3.5%
4.5%

2023
3.0%
3.0%
3.0%
4.0%
4.5%

Unemployment

2022

3.25%

7.22%
8.2%
3.8%
3.8%

2023

3.40%

7.77%
8.6%

4.6%

4.1%

Key Factors for Banks
Economic growth: tipping into recession
Inflation: high but easing
Interest rates: rising
Unemployment: some pressure but contained

Source: Fitch Solutions (CRIR)
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The Winds Of War Will Continue To Blow

The effects of Russia’s invasion of Ukraine still reverberate

» Second order effects widespread
* Qiland gas imports disrupted

* Risinginflation, rates and cost of living
* Vulnerable corporate customers and households
« Management overlay provisioning

« Volatile markets and asset valuations

* Direct exposure to Russia now limited to a few names
« UniCredit, RBI, ING, Intesa and Commerzbank managing down exposures

« Exit through sale now impossible

« Should | stay or should | go? Reputation versus economics
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Furopean Banks — Revenue Progression 3Q21 - 3Q22

Intesa Sanpaolo Svenska Handelsbanken Lloyds
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Cost Of Risk Expected To Rise

Average Cost of Risk (bp) - Major European Banks versus UK, Italian and Nordic Banks
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Capital Buffers Likely To Reduce

Major European Banks: Average CET1 ratio versus Effective MDA Trigger Level and MDA Cushion %
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Key Metrics: What Next?
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European Bank AT1 Extension Risk

Investor expectations versus economic reality

European Bank AT1s: 2023 Calls

ISIN lssuer Cey Mn Next e Reset Implied Call rice Yield Yield to Price Yield Yield to Ext_end Predict
call date coupon Frequency to Call Perp to Call Perp Risk

CH0400441280 UBS USD 2,000 31-Jan-23 5.000% USSWSYF+2432  6.40% Annual 1000 4.8% 4 8% 962 26.9% 5.9% High CALLED
XS$1571333811 Barclays GBP 1,250 15-Mar-23 7.250% BPISSD05 +6739 1048% 5 years 1000 75% 100% 998 79% 9.8% Low Call
US404280BN8 HSBC USD 2,350 23-Mar-23 6.250%  USISDAO5 +3453 7 .26% 5 years 986 11.1% 6.5% 946 242% 7.0% High Call
US853254BH2 Standard Chartered USD 1,000 02-Apr-23 7.750% USSW5 + 5723 9 53% 5 years 1000 75% 8.9% 998 82% 9.0% Low Call
XS$1619015719 UniCredit EUR 1,250 03-Jun-23 6.625% EUSAS5 +638.7 897%  Semi-annual 994  7.9% 8.6% 996 7.5% 8.7% Low Call
XS1043552188 Lloyds Banking Group GBP 135 27-Jun-23 7625%  BPSWS5+5287  874% 5 years 101.8  4.4% 8.5% 1016 4.8% 8.3% Low Call
US225401AJ72 Credit Suisse USD 2,000 17-Jul-23  7.500% USSW5 + 460 8.40% 5 years 805 479% 9.6% 871 314% 9.1% High  Extend
US06738EBA2 Barclays USD 2,500 15-Sep-23 7.750% USSW5 + 484 2 8.65% 5 years 976 112% 8.2% 960 13.3% 8.5% Medium Call
XS$1880365975 CaixaBank EUR 500 19-Sep-23 6.375% EUSAS5 +622 .4 8.80% Quarterly 995 T72% 8.4% 994 7.3% 8.6% Low Call
CHO0360172719 Credit Suisse CHF 200 22-Sep-23 3.875% SFSW5 + 399 3 na. 5 years 777 410% 7.0% 761  43.1% 7.3%

XS1882693036 HSBC SGD 750 24-Sep-23 5000%  SDSOA5+2969  6.07% 5 years 995 57% 5.9% 979 79% 6.3% High Call
ES0813211002 BBVA EUR 1,000 24-Sep-23 5.875% EUSAS5 + 566 8.24% Anytime 978 9.1% 7.9% 974  95% 8.1% Low Call
XS$1298431104 HSBC EUR 1,000 29-Sep-23 6.000% EUSA5 +533.8 7.92% 5 years 999 6.2% 7.3% 994  6.8% 7.5% Low Call
XS1692931121 Santander EUR 1,000 29-Sep-23 5.250% EUSAS5 + 499 9 7.58% Quarterly 969 96% 7.2% 957 11.2% 7.5% Medium Call
US83367TBV0 Société Générale USD 1,250 04-Oct-23 7.375% USSW5 +430.2 8.11% 5 years 969 115% 7.6% 953 13.3% 7.9% Medium Call
CH0447353704 UBS SGD 700 28-Nov-23 5.875% SDSW5 + 3605 7.01%  Semi-annual 1007 52% 6.8% 994 66% 71% Low Call
US22546DAB2 Credit Suisse USD 2,250 11-Dec-23 7.500% USSW5+ 459 8 8.40% 5 years 880 213% 8.7% 899 186% 8.7% High  Extend
US83367TBF57 Société Générale USD 1,750 18-Dec-23 7.875% USSW5 + 497 9 8.78% 5 years 997 82% 8.0% 988 9.1% 8.3% Low Call

9 Source: CreditSights, CoCo Database and Bloomberg as of 6th December 2022
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Excess Return Performance - Banks

Excess Return Heatmap Excess Return Heatmap month-by-month in 2022

FY17 FY18 FY19 FY20 FY21 YTD Jan Feb Mar Apr  May Jun Jul Aug  Sep Oct Nov YTD
EUR Senior 1.51% EUR Senior | 0.14% -1.33% 0.76% -0.67% -0.15% -1.58% 0.98% -0.31% 0.51% 1.33% -1.43%
EUR Sub- Senior 4.64% -3.39% 6.38% 2.09% EUR Sub- Senior 0.50% -1.72% 1.02% -1.33% -0.09% -2.42% 1.72% -1.02% 0.48% 1.64% -2.96%
EUR Tier 2 7.14% 3.13% 8.34% 3.09% 2.69% -2.09% EUR Tier 2 0.61% -2.51% 1.46% -1.33% -0.30% -2.77% 1.55% -0.07% -1.43% 1.41% 2.85% -2.09%
USD Senior -2.03% USD Senior -0.40% 0.13% 0.41% 0.91% -2.03%
USD Sub-Senior 3.14% 7.73% 2.10% -3.57% USD Sub-Senior -0.64% -1.00% 0.10% 11.27% -0.82% 2.06% -3.57%
USD Tier 2 6.98% -5.51% 14.05% 2.96% 2.39% -5.00% USD Tier 2 1.10% 1.57% 0.15% 2.07% -0.87% 3.36% -5.00%
CoCos EUR 115.70% -5.20% 16.54%| 8.28% 7.18% 5.08%|  |CoCos EUR 0.62% 5.08%
CoCos EUR Core 15.18% -4.78% 13.59% 6.21% 5.68% -4.22% CoCos EUR Core 2.55% 0.28% 5.40% 5.42% 4.22%
CoCos EUR Periphery | 16/68%  -5.89% -3.23% CoCos EUR Periphery -2.69%
CoCos USD 11.61% -4.41% 13.03% 4.27% 5.84% CoCos USD 0.66% -2.02% 1.96% 5.05%
CoCos USD Core 12.35% -4.93% 13.13% 3.50% 6.14% CoCos USD Core 0.40% -1.38% 1.58% -1.88% 4.41%
CoCos USD Periphery [15:5006 [S81660012210406 5.04% 7.18% CoCos USD Periphery (010206 -2.02% 1.77% -2.02% 0.06% -5.05% 4.90% 5.42%

10 Source: ICE/BofAML Index data, CreditSights, Data up to 30 November 2022 C rEd I t S | g h tS



European Banks: Recommendations

European Banks Recommendations: Senior

European Banks Recommendations: Subordinated

Outperform

Senior (Sector: Outperform)
Barclays
BBVA
Monte dei Paschi
NatWest

BBVA

CaixaBank
Deutsche Bank
NatWest

Société Générale
Virgin Money UK

Underperform

Commerzbank
RBI

Sub-senior (Sector: Market perform)

Commerzbank
Standard Chartered

Cheap
Tier 2 (Market Perform)
Banco Sabadell
Barclays HoldCo
BBVA
Deutsche Bank
Lloyds HoldCo
AT1 (Sector: Market Perform)
Barclays HoldCo
BBVA
Lloyds HoldCo
NatWest
Société Générale
Danske Bank

Rich

BCP
Monte de Paschi
RBI

BCP
CaixaBank
RBI

11 Source: CreditSights Analysts
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This Reportis for informational purposes only. Neither the information contained in this Report, nor any opinion expressed therein is intended as an offer or solicitation with respect
to the purchase or sale of any security or as personalized investment advice. CreditSights and its affiliates do not recommend the purchase or sale of financial products or securities,
and do not give investment advice or provide any legal, auditing, accounting, appraisal, valuation or actuarial services. Neither CreditSights nor the persons involved in preparing this
Report or their respective households has a financial interest in the securities discussed herein. Recommendations made in a report may not be suitable for all investors and do not
take into account any particular user’s investment risk tolerance, return objectives, asset allocation, investment horizon, or any other factors or constraints.

Information included in any article that includes analysis of documents, agreements, controversies, or proceedings is for informational purposes only and does not constitute legal
advice. No attorney client relationship is created between any reader and CreditSights as a result of the publication of any research report, or any response provided by CreditSights
(including, but not limited to, the ask an analyst feature or any other analyst interaction) or as the result of the payment to CreditSights of subscription fees. The material included in
an article may not reflect the most current legal developments. We disclaim all liability in respect to actions taken or not taken based on any or all the contents of any research report
or communication to the fullest extent permitted by law.

Reproduction of this report, even for internal distribution, is strictly prohibited. Receipt and review of this research report constitutes your agreement not to redistribute, retransmit,
or disclose to others the contents, opinions, conclusion or information contained in this report (including any investment recommendations or estimates) without first obtaining
express permission from CreditSights. The information in this Report has been obtained from sources believed to be reliable; however, neither its accuracy, nor completeness, nor
the opinions based thereon are guaranteed. The products are being provided to the user on an “as is” basis, exclusive of any express or implied warranty or representation of any
kind, including as to the accuracy, timeliness, completeness, or merchantability or fitness for any particular purpose of the report or of any such information or data, or that the
report will meet any user’s requirements. CreditSights may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those
represented in this Report, and all opinions are reflective of judgments made on the original date of publication. CreditSights is under no obligation to ensure that other reports are
brought to the attention of any recipient of the Products.

Certain data appearing herein is owned by, and used under license from, certain third parties. Please see Legal Notices for important information and limitations regarding
such data. For terms of use, see Terms & Conditions.

If you have any questions regarding the contents of this report contact CreditSights at legal@creditsights.com.

© 2022. CreditSights, Inc. All rights reserved.
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