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The largest bank in Hungary and the two biggest in Poland have topped S&P Global Market Intelligence's inaugural ranking of Europe's best-performing banks. 

Of the 50 largest publicly listed European lenders, OTP Bank Nyrt., PKO Bank Polski SA and Bank Polska Kasa Opieki SA (Bank Pekao) performed best overall 
based on a mix of 2023-end financial metrics, bolstered by high central bank rates that supercharged profits. 

 

In this analysis, companies were ranked according to seven weighted financial metrics: return on average equity (16%), net interest margin (16%), 
noninterest income/average assets (16%), cost-to-income (16%), problem loan ratio (16%), net stable funding ratio (10%) and common equity Tier 1 ratio 
(10%). The mean for each metric was identified across the sample, and standard deviations from these means were calculated for each metric for each 
institution and aggregated to determine a relative performance score. Scores for each metric were also capped to help normalize the data. 
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Higher rates boost margins 

Banks across Europe benefited from higher central bank interest rates in 2023, with the rate-hiking cycle prompted by inflation stoked by Russia's invasion of Ukraine 
in 2022. Hungary's policy rate was 13% and Poland's 6.75% for much of 2023, and banks in those markets increased earning-asset yields more quickly than funding 
costs. Budapest-based OTP, and Warsaw-based PKO and Bank Pekao, had the highest year-end net interest margins of any major European lenders at 3.92%, 
4.12% and 4.13%, respectively. 

These strong margins on lending fed into profits. Of the banks in Market Intelligence's sample, OTP had the second-highest return on average equity (ROAE) of 
26.97%, compared to a group median of 13.26%. Its noninterest income, which captures fee-generating business, was also among the highest. In 2023, the bank was 
hit by problems at an Uzbek bank it had recently bought, but it recorded lower risk costs in the first quarter of 2024 and expects greater corporate loan demand to 
pick up in the remainder of the year. OTP placed second in Market Intelligence's recent ranking of central and southeastern European banks' share price growth 
potential. 

Along with a strong net interest margin, PKO had a relatively low cost-to-income ratio and strong liquidity and capital. Its net stable funding ratio stood at 156.6% at 
the end of 2023, compared to a median of 131.88% for the sample, and its common equity Tier 1 ratio was 16.65%, compared to a median of 14.77%. In the first 
quarter of 2024, PKO beat analyst expectations for net profit, with a strong increase in both lending income and fee income. 

Pekao's strong performance was underpinned by a large year-over-year increase in profits in 2023. ROAE was 24.83%, driven by high interest rates and a reduced 
impact from a mortgage-holder support scheme that had hit earnings the year before. The bank is also supported by state-linked investors and its low exposure to 
legacy Swiss franc-denominated mortgages means it is less exposed to a costly ongoing legal issue than domestic peers. 

Along with other Polish banks, PKO and Pekao are set to increase their dividends this year. Pekao plans to pay the highest dividend in its history, of 19.2 zlotys per 
share. 
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French banks at the bottom 

France's three biggest banks — BNP Paribas SA, Crédit Agricole SA and Société Générale SA — occupied the bottom three positions in Market Intelligence's 
ranking, having underperformed European peers on most metrics. 

Structural issues have limited the amount of benefit that French banks have been able to derive from higher European Central Bank interest rates. They must abide by a 
so-called usury rate, which caps the amount they can charge when granting a home loan. At the same time, they are exposed to regulated savings accounts on which 
they must pay a certain minimum interest rate. As deposit rates at many other banks rose slowly, the rate on the popular regulated Livret A savings accounts rose more 
quickly, forcing lenders to pass on more rate benefit and limiting lending income growth.  

French banks must also shoulder the cost of large branch networks. There are more than 500 bank branches per million people in France, higher than any other major 
European economy. The strength of unions and political pressure make it difficult for banks to close branches, although many are pushing cost-cutting programs 
through. 

SocGen, which was the least-efficient French bank, has a larger proportion of regulated savings accounts than BNP Paribas and Crédit Agricole, as well as a higher 
cost-to-income ratio. SocGen's year-end ROAE of 4.5% was well below the 13.26% sample median. All three of the big French banks underperformed the sample 
median in terms of liquidity, capital and problem loan ratios. 

There were signs of recovery in the first quarter of 2024, with aggregate revenues at SocGen, BNP and Crédit Agricole bouncing back from year-ago levels. Yet 
French banks face possible turbulence from the snap parliamentary elections scheduled for June 30 and July 7. Bank share prices declined sharply, and French 
sovereign bond spreads widened, after President Emmanuel Macron called the election, and lenders may face higher funding costs in the long term given France's fiscal 
position, RBC Capital Markets wrote in a June 14 note. 

– Access S&P Global Market Intelligence's performance ranking of mainland China banks.  
– Access financial highlights for OTP Bank on S&P Capital IQ Pro.  
– Access aggregate income statement for French banks on S&P Capital IQ Pro.

 
This article was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global.
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