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GDP contraction of 3,6% - end 2009

Gross domestic product (GDP) and employment
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NPL ratio peaked in Dec-13 (13.6%)

NPL ratio. Domestic private sector
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Deleverage process of the Spanish economy.
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Spanish entities have made a significant downsizing effort aimed at reducing costs
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Timeline of the banking restructuring process in Spain
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TOTAL CAPITAL | RECOVERD
INJECTIONS AMOUNT (FROB)

SUMMARY

State-aided entities 4,477

Interest payments received 1,434
FROB injection (banks) 54,353
FROB injection (Sareb) 2,192

Total 56,545 5,911
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Takeaways from this period
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The Banking Union

2" pillar

A S|ng|e Resolution
Mechanism (SRM) -
together with the National
Resolution Authorities
1%t pillar (NRAs)
Single Supervisory
Mechanism (SSM) - together
with the National Competent
Authorities (NCAs)
. 3" pillar
European Deposit
Insurance Scheme (EDIS)
(under construction)

17



Fﬁ Session 3: Spain’s experience with banking sector restructuring

. Foro de Seguro de Depdsitos de las Américas
Americas Deposit Insurance Forum

From Recovery to Resolution

Phase 1 Phase 2 Phase 3
i f

Recovery Early intervention Assessment of “failing or likely to fail” Determination of conditions for resolution
(FOLTF)
+ Bank responsible to activate its own +» ECB responsible « SRB in cooperafion with ECB
recovery plan » Naotification to the SRB « ECB in consultation with SRB
» ECB: assessment of recovery » SRB after informing ECB and if Choice of resolution scheme
plan/monitoring of its activation the ECB does not assess FOLTFin  , goppg
3 calendar days

+« SRB to be notified

Implementation of resolution
measures

o NRAs
« Supported by ECB/NCAS

Business as usual
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European Union

B BANKING UNION MEMBER STATES
m  OTHER EU MEMBER STATES
' NON-EU MEMBER STATES

Source: SRB

The SRB together with the National
Resolution Authorities (NRAS)
forms the SRM.

The SRB is directly responsible for:
Q Significant banks
O Cross-border banking groups

NRAs are directly responsible for all
other banks. SRB could ‘take over’
direct responsibility.

The SRB closely cooperates with
the NRAs

19
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BANK IDENTIFIED AS FAILING

OR BEING LIKELY TO FAIL ® @
x‘ ECB/SRB . 12h j 12h
executive session ’ Green light : Ptl_)lic_interest
in max. 24h : objection adopted.
p Finding a solution ; Egunc“ BANK WOUND UP
SRB executive session

' i_ Objection
Vi refused

Use of SRF @/

objection adopted

Is private sector solution possible?
If not, is resolution in public interest?

Resolution
scheme
@Resolution modified
in public and
interest. ITI( approved 2%&::
MOVE TO : 1'. -
RESOLUTION

’ INTO
* Places the bank European ® FORCE

SCHEME under resolution Commission

* |dentifies
resolution tools

* Determines
whether and how
much of the single

®Resoluﬁon not in resolution fund
public interest, BANK (SRF) can be used OPTION 1
ko dziod Scheme endorsed

Source: SRB

20



Fﬁ Session 3: Spain’s experience with banking sector restructuring

- Foro de Seguro de Depositos de las Américas
Americas Deposit Insurance Forum

Resolution process of = B
Banco Popular NN
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160
Angel Ron’s dismissal
and appointmentof a
140 L new Chalrman

120

100

80
| Bank announces €3.5bn
60 losses in 2016

The bank denies \
urgency on the sales
— . process % \
Submission of changes tothe | : \
[ 2016 annual accounts : \/\ﬁ
L :

\ g E . H
40 : " The bank states it needs a 6-Jun
: capital increase or an : : &
_ _ orderly sale process J . : ( i .
20 4| Listed Spanish banks : : H Successiverating
2nd Jan 2017=100 : : H downgrades and negative
: : : press coverage
0
o o Qo 0 » © 5 2 & 5 5 5 N N ) o
Q¥ Rt 2> X2 a%° o5 o o e o o o7 S S g q},& N
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Saturday Until Tuesday
June 3rd June 6th

* The SRB activates the crisis preparedness  Following SRBs request, FROB’ approves: = The SRB Extended executive

procedure: session approves the B
= Hiring of Jefferies/ Arcano as financial advisor marketing decision - Contact with potential
> daily calls to monitor the group’s liquidity and Baker & Mckenzie as legal advisor ) . buyers
situation ) . . * Following SRB s request, = Drafting of Process
> analysis of all potential resolution tools « Analysis and design of a potential sale process FROB formally launches the | Letter
» drafting of a potential resolution scheme bidding process = Signature of NDAs
= hiring of legal advisors and a valuation firm. = Access to VDRs
Jefferies
ARCANO ~

Deloitte.
Linklaters Baker
McKenzie.
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Tuesday Wednesday
June 6th 2017 June 7th 2017

m BANK IDENTIFIED AS FAILING
OR BEING LIKELY TO FAIL @ @

1‘ FCB/SRB 12h | 12h
executive session . ) . e
2300 = | RO Green light i Hashins
in max. 24h < EU objection adopted
indi i ' BA 'OUND
p Finding a solution ! Council
= Objectio
SRB executive session = 0 1‘ efused
Is private sector solution possible? ' of SR
If not, is resolution in public interest? obiection adopted
Reso 0
@Resoluuon odified
in public and
interest. - SRB approved =
MOVE TO L'. L o— 07 45
RESOLUTION :
byl « Places the bank European © OR
under resolution Commission
* |dentifies
resolution tools
* Determines
whether and how 0 6 3 0
much of the single
®Rsoluﬁon not in resolution fund
public interest, BANK (SRF) can be used OPTION 1
WOUND UP ? Scheme endorsed

04 30

Source: SRB
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After the announcement only one entity affected

150

50 :

Listed Spanish banks :

2nd Jan 2017=100 .
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We remain at your disposal for any further queries:

Thank you for you attention
FROB

www.frob.es
Javier Torres: jtorres@frob.es

Foro de Seguro de Depdsitos de las Américas
Americas Deposit Insurance Forum
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