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1. INTRODUCTION – GENERAL INFORMATION 

National Bank of Greece (the “Bank”, or “NBG”) is a financial institution subject to Greek and EU banking legislation. It was founded in 
1841 and it operated both as a commercial bank and as the official state currency issuer until 1928, when Bank of Greece was established. 
NBG has been listed on the Athens Stock Exchange since 1880. 

The Bank focuses on complying fully with the regulatory framework requirements and ensures that these requirements are strictly and 
consistently met in all countries where NBG Group (the “Group”) operates. Moreover, due to the fact that NBG remains registered with 
the US Securities and Exchange Commission (“SEC”), the Bank is also subject to US legal and regulatory framework (Sarbanes Oxley Act 
and SEC rules). 

NBG Group offers a wide range of financial services, including retail and corporate banking, asset management, real estate management, 
financial, investment and insurance services. The Group operates in Greece, Turkey, the United Kingdom, South-eastern Europe, Cyprus, 
Malta, Egypt and South Africa. 

The Bank, as an international organization operating in a rapidly growing and changing environment, acknowledges its Group’s exposure 
to banking risks and the need for these risks to be managed effectively. Risk management forms an integral part of the Group’s 
commitment to pursue sound returns for its shareholders, maintaining the right balance between risks and performance in Group’s day-
to-day operations, in its balance sheet and in Group’s capital structure management. 

1.1. Capital Adequacy Regulatory Framework 

1.1.1. Banking Union 

In June 2012, EU Heads of States and Government agreed to create a banking union, completing the economic and monetary union, and 
allowing for centralized application of EU-wide rules for banks in the euro area, as well as any non-euro Member States that would want 
to join. NBG Group, as one of the significant banking groups in the euro area, is part of this process. The main elements of the banking 
union, which made further progress during 2015, are the following: 

A) The Single Supervisory Mechanism (SSM) that places the European Central Bank (ECB) as the central prudential supervisor of financial 
institutions in the euro area. Commencing on 4/11/2014 supervision of NBG Group has been assigned directly to the ECB, as for all 
significant banking groups across Eurozone. 

B) The Single Resolution Mechanism (SRM) that implements the EU-wide Bank Recovery and Resolution Directive (BRRD – see next 
paragraph) in the euro area. The centralised decision making is built around the Single Resolution Board (SRB) and the relevant National 
Resolution Authorities. The SRM became fully operational on 1/1/2016. 

C) The Single Rulebook, i.e. a single set of harmonised prudential rules, which institutions throughout the EU must respect. Its three basic 
documents are: 

• CRD IV: Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013. CRD IV was transposed into Greek 
legislation by virtue of Law 4261/2014. 

• CRR (Capital Requirements Regulation): Regulation (EU) No. 575/2013 of the European Parliament and of the Council of 26 June 
2013. CRR is legally binding and directly applicable in all Member States. 

• BRRD: Directive 2014/59/EU of the European Parliament and of the Council of 15 May 2014. BRRD was transposed into Greek 
legislation by virtue of article 2 of Law 4335/2015. 

The CRD IV and CRR constitute the “Basel III” regulatory framework in the EU. 

In addition to the above documents, the European Banking Authority (EBA) issues a number of Technical Standards, Guidelines and 
Recommendations for the implementation of the CRD IV, the CRR and the BRRD. 

D) Deposit Guarantee Schemes: Directive 2014/49/EU of the European Parliament and of the Council of 16 April 2014 was transposed 
into Greek legislation in March 2016. 

1.1.2. Macroprudential capital buffers 

Bank of Greece specified the Countercyclical Capital Buffer (CCyB) at 0% for Greece for the first and second quarter of 2016. (It is worth 
noticing that CCyB is currently set at 0% by the competent authorities of all countries in which NBG Group has significant exposures.) 

Bank of Greece also specified four O-SIIs in Greece (NBG Group ranked first). A 0% O-SII capital buffer is set for all of them for 2016. 

1.1.3. European Union Regulatory Developments 

 Supervisory Review and Evaluation Process (SREP): The SREP is used by the supervisory authorities to calibrate additional 
capital and liquidity requirements beyond Pillar 1 minimum requirements. Since the end of 2014: EBA published its “Guidelines 
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on common procedures and methodologies for SREP” (EBA GL 2014/13) applicable from 1/1/2016; supervisors at ECB and in 19 
countries jointly prepared SREP decisions for SSM Significant Institutions through a common process for the first time; and the 
ECB published the “SSM SREP Methodology Booklet” describing the common framework set for conducting SREP for SSM 
Significant Institutions. 

 EBA Consultation Paper on Draft Guidelines on stress testing and supervisory stress testing (EBA CP/2016/28): These 
Guidelines aim at achieving convergence of practices followed by institutions and competent authorities for stress testing across 
the EU. They cover: a) institutions’ stress testing, b) supervisory assessment of the institutions’ stress testing, and c) supervisory 
stress testing. 

 EBA’s regulatory review of Internal Ratings Based Approach (IRB) for Credit Risk: EBA is planning to proceed to an IRB 
framework review. The relevant regulatory documents will be introduced sequentially throughout the years 2015-2017 and 
effective implementation of the changes in all areas of the IRB should be finalized by the end of 2020. Within this context, the 
following have been published: 

EBA Discussion Paper - Future of the IRB approach (EBA/DP/2015/01) of 4/3/2015 

Opinion of the EBA on the implementation of the regulatory review of the IRB Approach (EBA/Op/2016/01) of 4/2/2016 
(following discussion of the above Discussion Paper) 

The EBA’s regulatory review of the IRB approach – Conclusions from the consultation on the discussion paper on the ‘Furure of 
the IRB approach’ of 4/2/2016 (also following discussion of the above Discussion Paper) 

EBA Consultation Paper - Guidelines on the application of the definition of default under article 178 of Regulation (EU) 575/2013 
(EBA/CP/2015/15) of 22/9/2015. 

Additionally, the EBA launched a voluntary data collection exercise to carry out a qualitative and quantitative analysis (QIS) in 
order to estimate the impact of changes proposed in the “Guidelines on the application of the definition of default” as well as in 
the formerly published paper “on materiality threshold of credit obligation past due under Article 178 of CRR”. NBG took part 
and produced timely results regarding its IRB portfolios. 

 EBA FINAL Draft Regulatory Technical Standards (RTS) on criteria for determining the minimum requirement for own funds 
and eligible liabilities (MREL) under Directive 2014/59/EU: These draft RTS aim to specify the criteria to set MREL laid down in 
the BRRD. The obligation to determine MREL starts in 2016, but the process will not be completed during this year for all banks, 
since it requires a case-by-case analysis and individual decisions by the Single Resolution Board (SRB).  

1.1.4. Basel Committee of Banking Supervision (BCBS) initiatives 

In order to reduce the level of the observed variation in banks’ regulatory capital ratios that arise from factors other than differences in 
the riskiness of banks’ portfolios and restore confidence in capital ratios, the Committee continued throughout 2015 to pursue certain 
revisions of the regulatory framework: 

 A Revised Standardised Approach (SA) for Credit Risk (“BCBS: Revisions to the SA for credit risk” consultative document, issued in 
March 2015, and 2

nd
 consultative document issued in December 2015 consultation period ended on 11/3/2016). 

 Capital Floors for Credit, Market and Operational risks, to ensure capital requirements do not fall below a certain level for banks 
using internal models (“BCBS: Capital Floors - the design of a framework based on standardised approaches” consultative 
document, issued in December 2014). 

 Revised Standardised and Internal Models Approach for Market Risk (“BCBS: Minimum capital requirements for Market Risk” 
Standard, issued in January 2016) to be implemented in 2019.  

 Revised Standardised Approach for Counterparty Credit Risk (“BCBS: The standardised approach for measuring counterparty 
credit risk exposures”, issued in March 2014) to be implemented from 1/1/2017.  

 A Revised Standardised Measurement Approach and withdrawal of internal modelling approach (AMA) for Operational Risk 
(“BCBS: Standardised Measurement Approach for operational risk” consultative document, issued in March 2016 – on 
consultation until 3/6/2016) 

 Revised Pillar III disclosure requirements (“BCBS: Revised Pillar 3 disclosure requirements” Standard, issued in January 2015), to 
be implemented in the end of 2016.  

Furthermore, BCBS published within 2015 the following two consultative documents: 

 “BCBS: Consultative Document – Interest Rate Risk in the Banking Book (IRRBB)” (June 2015). The Committee is proposing 
changes to the regulatory capital treatment and supervision of IRRBB 

 “BCBS: Consultative Document – Identification and Measurement of Step-in Risk” (December 2015). Step-in risk is defined as the 
risk that a bank may provide financial support to an entity beyond or in the absence of any contractual obligations, should the 
entity experience financial stress. 

Finally, in July 2015 the Committee published its revised  



National Bank of Greece 

Consolidated Pillar III Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

6 

 “BCBS: Guidelines – Corporate Governance principles for banks”, providing a framework within which banks and supervisors 
should operate to achieve robust and transparent risk management and decision-making. The Guidelines stress the importance 
of risk governance as part of a bank's overall corporate governance framework and promote the value of strong boards and 
board committees together with effective control functions.  

1.2. Other Regulatory Developments 

1.2.1. Capital Controls in Greece 

During the summer of 2015, the uncertainty regarding the financing needs of Greece increased as a result of the protracted negotiations 
between the Greek government and its official lenders. This led to significant deposits outflows from the Greek banks. On 28 June 2015, 
capital controls and a bank holiday were declared for all credit institutions operating in Greece (Legislative Acts 65/28.06.2015 and 
66/30.06.2015). The bank holiday remained in place until 19 July 2015 (Legislative Act 84/18.07.2015).  

The Greek government imposed numerous restrictions on financial transactions during and after that period, many of which continue to 
apply currently (some capital control measures have been relaxed pursuant to subsequent ministerial decisions). 

1.2.2. Legislation regarding non-performing loans 

 Bank of Greece’s Executive Committee Act 42/30.05.14 amended by Act 47/25.02.15: “Supervisory framework for the 
management of loans in arrears and non-performing loans”. The Acts outline governance structures and procedures that have 
to be put in place among banking institutions to deal with delinquent facilities. They describe a wide range of modification 
solutions, based on international best practices, to address the need of effective troubled assets management and establish 
new reporting requirements regarding these assets. 

 “Code of Conduct of Law 4224/2013”: Effective from 31.12.2014, it is a State initiative under the supervision of the Bank of 
Greece that encapsulates the communication scheme among banks and debtors in predefined stages. It holds not only for Greek 
banks but also for local branches of foreign banks and it applies to any kind of lending claim a bank may hold towards any 
counterparty, including both natural persons and legal entities. The Code of Conduct essentially lays out specific rules and 
principles for private debt restructuring and stipulates the setting up of a five-step procedure according to which each bank shall 
communicate with indebted counterparties. 

 Bank of Greece’s Executive Committee Act 54/15.12.15: This Act refers to Law 3869/2010 known as "Law for indebted 
households", as amended (with stricter criteria) by Law 4336/2015 and Law 4346/2015. It specifies the procedure and criteria 
for determining a) the debtor’s maximum repayment ability, and b) the amount his/hers creditors would receive in case of 
forced execution.  

 Law 4335/2015 - Civil Procedure Code: Enhanced legal options for creditors with regard to the adjudication and forced 
execution of their claims  and  Law 4336/2015 - Bankruptcy Code: Improvements of the pre-insolvency procedure and 
bankruptcy procedure: New legal provisions are expected to lead to greater transparency in collaborations and procedures, 
acceleration of the impacts of legal proceedings, increase and standardization in the claim recoverability ratio, encouragement 
of amicable settlements, faster disengagement of creditors, significant improvement in the planning procedure of Banks, and a 
reduction in strategic defaults. 

 Law 4354/2015 on the management of Non-Performing Loans: It sets out the regulatory and legal framework for NPLs in 
Greece either to be managed by specialized non-performing loan asset management companies (NPL AMCs) or to be 
transferred to other credit or financial institutions or NPL AMCs. NPL AMCs are licensed by the Bank of Greece, following a 
certain procedure and complying with certain criteria. Under certain cases Bank of Greece has the right to revoke such a license. 
Recent Bank of Greece’s Executive Committee Act 82/08.03.16 determines the framework for the foundation and operation of 
NPL AMCs. The sale and transfer of NPLs relating to consumer loans, loan agreements secured by mortgages on primary 
residences, loans to small and medium-sized companies as well as loans guaranteed by the Hellenic Republic has been 
suspended until 15/4/2016.. 

1.3. Regulatory vs. accounting consolidation 

All Group subsidiaries (companies which the Bank controls either directly or indirectly, regardless of their line of business) are 
consolidated in accordance with International Financial Reporting Standards (IFRS), while for regulatory purposes, only Group subsidiaries 
that are classified as banks, financial institutions or supplementary service providers are consolidated. 

The NBG Group subsidiaries that are fully consolidated for regulatory purposes as of 31.12.2015 are: 
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Company Line of Business 

Banca Romaneasca S.A. Financial Institution 

Banka NBG Albania Sh.a.  Financial institution 

FinansBank A.S.** Financial Institution 

National Bank of Greece (Cyprus) Ltd Financial Institution 

NBG Bank Malta Ltd Financial Institution 

Stopanska Banka A.D.-Skopje Financial Institution 

The South African Bank of Athens Ltd (S.A.B.A.) Financial Institution 

United Bulgarian Bank A.D. - Sofia (UBB) Financial Institution 

Vojvodjanska Banka a.d. Novi Sad Financial Institution 

National Securities S.A. Capital Markets & Investment Services 

NBG Securities Romania S.A.*
 
 Capital Markets & Investment Services 

UBB Asset Management Inc. Capital Markets & Investment Services 

National Securities Co (Cyprus) Ltd* Capital Markets Services 

EKTENEPOL Construction Company S.A. Construction Company 

ASTIR Marina Vouliagmenis S.A.** Development & exploitation of tourist port (marina) of Vouliagmeni 

Ethniki Factors S.A. Factoring Company 

Finans Faktoring Hizmetleri A.S. (Finans Factoring)** Factoring Company 

UBB Factoring E.O.O.D. Factoring Company 

Ethniki Leasing S.A. Financial Leasing 

Finans Finansal Kiralama A.S. (Finans Leasing)** Financial Leasing 

Interlease Auto E.A.D. Financial Leasing 

Interlease E.A.D., Sofia Financial Leasing 

NBG Leasing d.o.o. – Belgrade Financial Leasing 

NBG Leasing IFN S.A. Financial Leasing 

Probank Leasing S.A. Financial Leasing 

NBG Finance (Dollar) Plc Financial Services 

NBG Finance (Sterling) Plc Financial Services 

NBG Finance Plc. Financial Services 

NBG Funding Ltd Financial Services 

NBG International Ltd Financial Services 

NBG Services d.o.o. – Belgrade Financial Services 

Profinance S.A.* Financial Services 

PSA Finansman A.S.** Financial Services 

NBG Greek Fund Ltd Fund Management 

NBG Asset Management Luxembourg S.A. Holding Company 

NBG International Holdings B.V. Holding Company 

NBG Malta Holdings Ltd Holding Company 

FB Insurance Agency Inc* Insurance Brokerage 

NBG Bancassurance S.A. Insurance Brokerage and Other Services 

UBB Insurance Broker A.D. Insurance Brokerage and Other Services 

NBG Insurance Brokers S.A Insurance Brokerage and Other Services 

Finans Yatirim Menkul Degerler A.S. (Finans Invest)** Investment Company 

Egnatia Properties S.A.               Investment Company 

Quadratix Ltd Investment Company 

Fondo Picasso Investment Company 

IBTech Uluslararasi Bilisim Ve Iletisim Teknolojileri A.S.(IB Tech)** IT Services 
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E-Finans Electronik Ticaret Ve Bilisim Hizmetleri A.S. (E-Finance)** Management Services 

NBG Management Services Ltd Management Services 

Finans Portfoy Yonetimi A.S. (Finans Portfolio Management)** Mutual Funds Management 

Probank M.F.M.C Mutual Funds Management 

NBG Asset Management Mutual Funds S.A. Mutual Funds Management 

NBGI Private Equity Ltd Private Equity 

NBGΙ Private Equity S.A.S. Private Equity 

NBG Pangaea Reic  Real Estate Investment Company 

SEE Real Estate fund** Real Estate Investment Company 

DIONYSOS S.A. Real Estate Services 

Ethniki Ktimatikis Ekmetalefsis S.A. Real Estate Services 

Hellenic Touristic Constructions S.A. Real Estate Services 

KADMOS S.A. Real Estate Services 

Nash SRL Real Estate Services 

Mortgage Touristic PROTYPOS S.A. Real Estate Services 

NBG Property Services S.A. Real Estate Services 

Karela S.A Real Estate Services 

ARC MANAGEMENT ONE SRL Real Estate Services 

ARC MANAGEMENT TWO EAD Real Estate Services 

Autokinito Plc (Special Purpose Entity) Special Purpose Entity (Securitization of auto financing loans) 

Titlos Plc (Special Purpose Entity) Special Purpose Entity (Securitization of public sector receivables) 

Agorazo Plc (Special Purpose Entity) Special Purpose Entity (Securitization of consumer loans) 

Revolver 2008 – 1 Plc (Special Purpose Entity)*
 
 Special Purpose Entity (Securitization of credit cards & loans) 

Revolver APC Limited (Special Purpose Entity)* Special Purpose Entity (Securitization of credit cards & loans) 

Spiti Plc (Special Purpose Entity) Special Purpose Entity (Securitization of mortgages loans) 

Innovative Ventures S.A. (I-Ven)* Sundry services 

Pronomiouchos S.A. Genikon Apothikon Hellados Warehouse activities 

*Under Liquidation 
** Companies have been reclassified to Non-current assets held for sale 

The subsidiaries that are not fully consolidated for regulatory purposes and are accounted for by applying the equity method are the 
following: 

Company Line of Business 

Ethniki Hellenic General Insurance S.A. Insurance Services 

Ethniki General Insurance (Cyprus) Ltd Insurance Services 

Ethniki Insurance (Cyprus) Ltd Insurance Services 

S.C. Garanta Asigurari S.A. Insurance – Reinsurance Services 

National Insurance Agents & Consultants Ltd Insurance Brokerage 

National Insurance Brokers S.A. Insurance Brokerage 

Audatex Hellas S.A.* Vehicle damages assessment 

NBGI Private Equity Funds (except SEE Real Estate Fund)** Private Equity Fund 

ASTIR Palace Vouliagmenis S.A.** Hotel Services 

Grand Hotel Summer Palace S.A. 
 

Hotel Services 

Hotel Perun – Bankso EOOD 
 

Hotel Services 
 
 

NBG Training Center S.A Training Services 

*Under Liquidation 
** Companies have been reclassified to Non-current assets held for sale 

Associate companies, are accounted for by applying the equity method, both for accounting and regulatory purposes. The Group’s 
associates are as follows: 
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Company  

Social Securities Funds Management S.A.  

Larco S.A.   

Eviop Tempo S.A.  

Teiresias S.A.  

Hellenic Spinning Mills of Pella S.A.*
 
  

Planet S.A.  

Pyrrichos Real Estate S.A.  

Sato S.A.  

Olganos S.A.  

Bantas A.S. (Cash transfers and Security Services)**  

Cigna Finans Pension**  

UBB AIG Insurance company A.D.** 

 

 

UBB Metlife Life Insurance Company A.D.  

Drujestvo za Kasovi Uslugi AD (Cash Service Company)  

*Under Liquidation 
** Companies have been reclassified to Non-current assets held for sale 

In accordance with CRR 575/2013, participations exceeding 20% in the share capital or voting rights in financial sector entities (including 
insurance and reinsurance companies) are deducted from Common Equity Tier I capital (CET1) if exceeding threshold rules set in CRR 
575/2013. These companies are: 

 Ethniki Hellenic General Insurance S.A. (Group) 

 UBB AIG Insurance Company A.D. (held for sale) 

 UBB MEtlife Life Insurance Company (associate) 

 Cigna Finans Pension (held for sale) 

 Planet S.A. (associate) 

 Social Securities Funds Management S.A. (associate) 

 Olganos S.A. (associate) 

The remaining companies that are not consolidated for regulatory purposes (hotels, training providers and private equity funds investing 
in companies whose line of business is not included in consolidation for regulatory purposes) are not deducted from equity. There is no 
NBG Group subsidiary or associate, which is proportionately consolidated for regulatory or accounting purposes. 

Based on current regulatory framework there is no substantial, practical or legal incapacity in capital transfers or payment of obligations 
between parent Bank and its subsidiaries. The time of full repayment of the subordinated loans, which have already been granted by the 
parent Bank to its subsidiaries, has been notified to the appropriate Supervisory Authorities and abides by the relative regulations of each 
country. Potential early prepayment of the above mentioned loans requires prior permission from appropriate Regulatory Authorities. 

1.4. Balance sheet reconciliation between financial and regulatory reporting 

The table below provides a reconciliation of the balance sheet from the financial reporting to the regulatory scope of consolidation. 
References in this table link to the corresponding references in table “Own Funds Structure” (page 12), identifying balances relating to 
own funds calculation. 
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    31 December 2015 

€ mio 
Ref 

Accounting 
Balance 
Sheet 

Deconsolidation 
of insurance& 
other entities 

Regulatory 
Balance 
Sheet 

ASSETS     

Cash and balances with central banks  2,208 - 2,208 

Due from banks   2,799 (103) 2,696 

Financial assets at fair value through profit or loss  2,486 (9) 2,477 

Derivative financial instruments  3,895 (1) 3,894 

Loans and advances to customers  e 45,375 62 45,437 

Investment securities   16,117 (1,805) 14,312 

Investment property  869 (92) 777 

Investments in subsidiaries   - - - 

Equity method investments   16 718 734 

Goodwill, software and other intangible assets c 147 (11) 136 

Property and equipment  1,325 (147) 1,178 

Deferred tax assets  5,096 (178) 4,918 
of which: Deferred tax assets that rely on future profitability 
and arise from temporary differences 

 131 (124) 7 

of which: Deferred tax assets that rely on future profitability 
and do not arise from temporary differences 

d 59 (54) 5 

of which: Deferred tax assets that do not rely on future 
profitability 

 4,906 - 4,906 

Insurance related assets and receivables  601 (601) - 

Current income tax advance  579 (21) 558 

Other assets  1,952 (16) 1,936 

Non-current assets held for sale
*
  27,767 (260) 27,507 

of which: Goodwill and other intangibles c 37 (33) 4 
of which: Deferred Tax Assets  16 - 16 

Total assets  111,232 (2,464) 108,768 

LIABILITIES     

Due to banks  25,166 4 25,170 

Derivative financial instruments  4,638 - 4,638 

Due to customers  42,959 86 43,045 

Debt securities in issue  1,106 - 1,106 

Other borrowed funds  146 - 146 

Insurance related reserves and liabilities  2,226 (2,226) - 

Deferred tax liabilities  9 (1) 8 

Retirement benefit obligations  273 (4) 269 

Current income tax liabilities  10 (1) 9 

Other liabilities  1,232 (89) 1,143 

Liabilities associated with non-current assets held for sale  23,643 (200) 23,443 

Total liabilities  101,408 (2,431) 98,977 

SHAREHOLDERS' EQUITY     

Share capital  2,744 - 2,744 

Share premium account  13,866 - 13,866 

Less: treasury shares  (1) - (1) 

Reserves and retained earnings  (9,539) - (9,539) 

Contingently convertible bonds  2,029 - 2,029 

Equity attributable to NBG shareholders a 9,099 - 9,099 

Non-controlling interests b 725 (33) 692 

Total equity  9,824 (33) 9,791 

Total equity and liabilities  111,232 (2,464) 108,768 

*Non-current assets held for sale at 31 December 2015 comprise Finanbank A.S., the Private Equity Funds, Astir Vouliagmenis S.A. and 
Astir Marina Vouliagmenis S.A. 
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1.5.  “Pillar III” Disclosure policy 

Pillar III complements the minimum regulatory capital requirements (Pillar I) and the Internal Capital Adequacy Assessment Process 
(ICAAP/Pillar II). In compliance with the respective requirements, NBG is committed to publicly disclose information as set out in 
Regulation 575/2013 of the European Parliament and of the Council, and to have adequate internal processes and systems in place to 
meet these disclosure requirements. 

The Bank has established a formal Disclosure Policy that describes the scope, the principles and the content of public disclosures under 
Pillar III. Moreover, the Policy defines the relevant disclosures’ governance, including the assessment of the appropriateness of the 
disclosures, their verification and frequency. Disclosures on a consolidated basis provide information on capital structure, capital 
adequacy, risk profile, and the processes in place for assessing and managing risks. 

The Bank is firmly committed to best practices and recognizes that Pillar III provides an additional layer of market information and 
transparency, hence contributing to financial stability. In this context, the Bank is establishing an active channel of communication with 
investors and other stakeholders by supplying key information on capital, policies, procedures and risk assessing strategies. Additional 
information for investors and other stakeholders (regarding e.g. the members of the management body, the Corporate Governance Code 
etc) could be found in the Bank’s website www.nbg.gr.  

The objectives of the Disclosure Policy are: 

 To provide investors and other stakeholders with the appropriate, complete, accurate and timely information that they 
reasonably need to make investment decisions and assessment of NBG Group 

 To foster and facilitate compliance with all applicable legal and regulatory requirements. 

Further, the Policy aims at: 

 Formulating the disclosure framework, including frequency, location, monitoring and verification process for disclosures 

 Establishing and delegating authorities and responsibilities for the management of the Pillar III process 

 Articulating the principles for identifying information that is material, confidential and proprietary 

 Raising awareness of the Bank’s approach to disclosure among the Board of Directors, Senior Management and Employees. 
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2.  REGULATORY OWN FUNDS AND CAPITAL ADEQUACY 

 In June 2013, the European Parliament and the Council of Europe issued a new Directive 2013/36/EU and Regulation (EU) No 575/2013, 
(known as CRD IV), which incorporate the key amendments that have been proposed by the Basel Committee for Banking Supervision 
(known as Basel III). The new regulations have been directly applicable to all EU Member States since 1 January 2014, but some changes 
under CRD IV will be implemented gradually, mainly between 2014 and 2019. CRD IV revised the definition of regulatory capital and its 
components at each level. 

2.1. Structure of own funds 

Regulatory capital, according to CRD IV rules falls into two categories: Tier I and Tier II capital.  Tier I capital is further divided into 
Common Equity Tier I (CET1) capital and Additional Tier I capital.  

CET1 capital includes the Bank’s ordinary shareholders’ equity, share premium, retained earnings, contingently convertible securities 
(“CoCos”) in accordance with the Greek Law 3864/2010, Cabinet Act no 36/2015 and Greek Law 3156/2003, each as currently applicable 
and minority interest allowed in consolidated CET1. The main features of capital instruments issued by the Group categorised as CET1 are 
disclosed in note 38 of the 2015 Annual Financial Report.  

The following items are deducted from the above:  
 positive or negative adjustments in the fair value of financial derivatives used for cash flow hedging 

 gain or loss from the fair value adjustment of a liability due to updates in the financial institution’s credit rating 

 fair value gains and losses arising from the institution’s own credit risk related to derivative liabilities 

 prudent valuation adjustment calculated according to article 105 of CRR 575/2013 

 40% of goodwill and intangibles (2015 Transitional Rules) 

 40% of deferred tax assets not arising from temporary differences (2015 Transitional Rules) 

 Deferred tax assets arising from temporary differences and significant investments that exceed 10% of CET1 filter (2015 
Transitional Rules) 

Tier II capital includes the excess between the accounting impairment losses on financial assets and the expected losses as calculated by 
the Internal Ratings Based approach for credit risk, up to 0.6% of risk weighted IRB exposure amounts. 

NBG Group’s regulatory capital structure is presented below: 

Group's Own Funds Structure Ref* € mio 

Shareholders' Equity per balance sheet a 9,099 

Non-controlling interests  204 

Non-controlling interests per balance sheet  b 725 

Non-controlling interests in deconsolidated subsidiaries  (33) 

Non-controlling interests not recognised in CET1  (488) 

Regulatory Adjustments  (186) 

Cash flow hedging reserve  (20) 

Own credit risk  (152) 

Prudent valuation adjustment  (13) 

Other  (1) 

Deductions  (142) 

Goodwill and intangibles c (140) 
Deferred tax assets that rely on future profitability (excluding those arising from 
temporary differences) 

d (2) 

Common Equity Tier 1 Capital (CET1)  8,975 

Additional Tier 1 Capital (AT1)  - 

Total Tier 1 Capital  8,975 

Credit risk adjustments  85 

Deductions  (50) 

Subordinated loans of financial sector entities where the institution has a 
significant investment in those entities  

e (50) 

Tier2 Capital  35 

Total Regulatory Capital  9,010 

*The references (a) to (e) refer to those in the reconciliation of balance sheets table. 
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2.2. Comprehensive assessment 2015 

In accordance with the Euro Summit Statement of 12 July 2015 and ECB Decision of 5 August 2015, the ECB conducted a comprehensive 
assessment (“CA”) of the four systemic Greek banks.  

The CA consisted of an Asset Quality Review (“AQR”) and a Stress Test (“ST”) including a baseline and an adverse scenario. The AQR 
exercise was conducted by reference to a static balance sheet as of 30 June 2015. The ST was a forward looking exercise, following AQR 
adjustments, assessing the resilience of NBG’s financial position to further significant deterioration of the economic environment from 
June 2015, until the end of 2017.  

Under the Baseline Scenario (including AQR adjustments), the ST generated an additional negative impact on NBG’s regulatory capital, 
resulting in a stressed CET1 ratio of 6.8% relative to the minimum CET1 ratio threshold set by the SSM at 9.5% for the Baseline scenario. 
Therefore the Baseline ST implies a capital shortfall of €1,576 million. Taking into account the positive impact stemming from the third 
quarter results, the SSM reduced the capital needs under both the baseline and the adverse scenarios by €120 million. Consequently the 
capital shortfall for the baseline scenario has been reduced to €1,456 million. 

More specifically, the significant cumulative losses for NBG’s domestic business projected in the baseline scenario, stem both from the 
reduced expectations for pre-provision income as well as increased credit losses beyond those identified in the AQR, arising from the 
projected weak economic environment during the 30 month period to 2017. In addition, the baseline scenario incorporates a reduction of 
the expected capital generated from the capital actions outlined in NBG’s Restructuring Plan, approved on 23 July 2014.  

Under the adverse scenario, the ST (including AQR adjustments) identified a capital shortfall of €4,482 million after the reduction of €120 
million (an additional €3,026 million compared to the Baseline) relative to a CET1 ratio threshold of 8.0% (compared with 5.5% in the 
adverse scenario of 2014 EU wide ST exercise).  

The adverse scenario represented NBG’s financial position under severe stress conditions, assuming an impairment of the Greek sovereign 
exposure, an increase in domestic credit losses, more conservative pre-provision income and stress on NBG’s international operations, 
which were broadly unaffected in the baseline scenario. 

On 6 November 2015 the Bank, according to ECB’s guidelines, submitted a capital plan to the SSM, targeted to addressing both the 
baseline capital shortfall as well as the additional needs arising from the adverse scenario. The Capital Plan, which was approved on 13 
November 2015, included the following actions that were completed in December 2015:  

• the Liability Management exercise (“LME”) Offers to eligible holders of seven series of its outstanding debt and capital 
securities;   

• the International Offering and;   

• the Greek Public Offer. 

Due to the fact that the above measures in aggregate did not fully address the Adverse Scenario Shortfall, the Bank applied for State aid 
(“State Aid”).  As such State Aid was approved and provided to the Bank, the HFSF subscribed for contingent convertible securities 
(“CoCos”) (in a principal amount equal to 75% of the amount of State Aid provided) and new shares (in respect of the remaining 25%).  
Consistent with the EU State aid rules, State Aid was provided after the application of the Burden Sharing Measures. Detailed information 
regarding the Share Capital Increase, the State Aid and the Burden Sharing Measures can be found in Notes 33, 38 & 42 of the 2015 
Annual Financial Report. 

Additionally, the Capital Plan includes the sale of the Group’s entire stake in Finansbank. On 21 December 2015, Bank’s Board of Directors 
approved the divestiture to Qatar National Bank (“QNB”) of NBG’s 99.81% stake in Finansbank A.Ş. together with other minor direct and 
indirect interests. Furthermore, on 18 January 2016, the Extraordinary General Meeting of the Bank approved the transaction. Detailed 
information regarding the sale of Finansbank can be found in Note 30 of the 2015 Annual Financial Report. 

2.3. DTC Law 

Article 27A of Law 4172/2013, (“DTC Law”), allows, under certain conditions, credit institutions to convert Eligible DTAs to Tax Credits. 
Eligible DTAs may increase in future periods due to the recognition of unrecognized DTAs on accumulated provisions and other losses due 
to credit risk existing as of 30 June 2015. Eligible DTAs may also increase in future periods due to increases in applicable income tax rates. 
The main condition for the creation of Tax Credits is the existence of an accounting loss for a respective year, starting from accounting 
year 2016 and onwards, for which Tax Credits can be created in the following year, i.e., from 2017. The Tax Credits will be calculated as a 
ratio of IFRS accounting losses to net equity (excluding the year’s losses), and such ratio will be applied to the remaining Eligible DTAs in a 
given year to calculate the Tax Credits that will be converted in that year, in respect of the prior tax year. 

The Tax Credits shall be offset against the corporate income tax liability of Credit Institutions. In the event that the income tax liability is 
not sufficient to offset the Tax Credits available for such year in full, the remaining non-offsetable Tax Credits held by the relevant credit 
institution shall give rise to a direct repayment claim against the Hellenic Republic. From 2017 onwards, the relevant credit institution 
shall issue and deliver, for free, warrants to the Greek State (conversion rights), which can be converted into ordinary shares of the credit 
institution at a total market value equal to 100% of such Tax Credits as standing before the offset, at a market price equal to the weighted 
average  market  price  over  the  30  business  days  preceding  the  conversion  (which 30-day period will take place preceding the Annual 
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General Meeting usually held in May or June), and shall form a special reserve of an equal amount, solely for the purpose of its 
capitalization in the context of the share capital increase arising from the exercise of the relevant conversion rights. The warrants shall be 
freely transferrable, without prejudice to the call option of the common shareholders of the credit institution for the purchase of the 
warrants in proportion to their shareholding participation in the credit institution within a reasonable timeframe. 

The submission to the special regime of article 27A of Greek law 4172/2013 is optional and is subject to the approval of the general 
meeting of shareholders of the relevant credit institution, following special recommendation of its Board of Directors. Such resolution 
shall be notified to the competent tax and regulatory authority. Similarly, the same authorization is required for the Bank to opt out of the 
special regime of article 27A of Greek law 4172/2013, except that, in this case, a pre-approval by the competent regulatory authority is 
further required. On 7 November 2014 the Bank convened an extraordinary General Shareholders Meeting which resolved upon the 
Bank’s submission to the DTC Law, the issuance of warrants to the Hellenic Republic and the formation of a special reserve. 

 A Cabinet Act shall be issued to address specific issues relating to the implementation of the aforementioned conversion mechanism, 
such as the monitoring and certification of the yearly non-offsetable Tax Credits, and its method of collection of payment, which would be 
either in cash or cash equivalents. 

This new legislation allows credit institutions to treat such DTAs as “not relying on future profitability” according to CRD IV, and as a result 
such DTAs are not deducted from CET1, hence improving their capital position. 

As of 31 December 2015, the amount of DTA that was eligible for conversion to a receivable from the Greek State subject to the DTC Law 
was €4.9 billion. 

2.4. Transitional own funds disclosure template 

The table below provides information regarding the amounts and nature of specific items on own funds during the transitional period, in 
accordance with Annex VI of the Commission Implementing Regulation (EU) No 1423/2013. Please note that CET1 and Tier1 ratios differ  
by 10 bps from the corresponding ratios published in the 2015 Annual Financial Report due to the finalisation of the RWAs. 
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Transitional own funds disclosure template as of 31.12.2015 € mio 

Common Equity Tier 1 capital: Instruments and Reserves  

1 Capital instruments and the related share premium accounts 18,637 

2 Retained earnings  (11,955) 

3 Accumulated other comprehensive income and other reserves 2,401 

3a Funds for general banking risk 15 

5 Minority Interests (amount allowed in consolidated CET1) 204 

6 Common Equity Tier 1 (CET1) capital before regulatory adjustments 9,302 

Common Equity Tier 1 capital: Regulatory Adjustments 

7 Additional Value Adjustments (13) 

8 Intangible assets (net of related tax liability) (56) 

10 
Deferred tax assets that rely on future profitability excluding those 
arising from temporary differences  

(2) 

11 Fair value reserves related to gains or losses on cash flow hedges (20) 

14 
Gains or losses on liabilities valued at fair value resulting from changes 
in own credit standing 

(152) 

27 Qualifying AT1 deductions that exceed the AT1 capital of the institution  (84) 

28 Total regulatory adjustments to Common equity Tier 1 (CET1) (327) 

29 Common Equity Tier 1 (CET1) capital 8,975 

Additional Tier 1 (AT1) capital 

36 Additional Tier 1 (AT1) capital before regulatory adjustments - 

Additional Tier 1 (AT1) capital: regulatory adjustments 

41a 
Residual amounts deducted from Additional Tier 1 capital with regard to 
deduction from Common Equity Tier 1 capital during the transitional 
period pursuant to article 472 of Regulation (EU) No 575/2013 

(84) 

 
Of which: goodwill and intangibles assets (84) 

43 Total regulatory adjustments to Additional Tier 1 (AT1) capital (84) 

44 Additional Tier 1 (AT1) capital - 

45 Tier 1 capital (T1 = CET1 + AT1 ) 8.975 

Tier 2 (T2) capital 

50 Credit risk adjustments 85 

51 Tier 2 capital (T2) capital before regulatory adjustments 85 

Tier 2 (T2) capital: Regulatory adjustments 

55 
Direct and indirect holdings by the institution of the T2 instruments and 
subordinated loans of financial sector entities where the institution has 
a significant investment in those entities  

(50) 

57 Total regulatory adjustments to Tier 2 (T2) capital (50) 

58 Tier 2 (T2) capital 35 

59 Total capital (TC = T1 + T2) 9,010 

60 Total Risk Weighted Assets (RWAs) 61,798 

Capital Adequacy Ratios % 

 
Common Equity Tier 1 14.5% 

 
Tier 1 14.5% 

 
TOTAL 14.6% 
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2.5. Capital Adequacy 

2.5.1. Capital requirements under Pillar I 

The table below presents the capital requirements at Group level under Pillar I as of 31.12.2015. Capital requirements under Pillar I are 
equal to 8% of Risk Weighted Assets. 

Capital Requirements € mio 

Credit & Counterparty Credit Risk (Standardized Approach)   

Exposure Class   

Central Governments or Central Banks 667 

Regional Governments or Local Authorities/ Public Sector Entities 15 

Institutions 79 

Retail 683 

Secured by mortgages on immovable property 212 

Corporates 670 

Exposures in default* 300 

Claims in the form of CIU 2 

Equity Exposures 164 

Other items 238 

Items associated with particularly High Risk 28 

Multilateral Development Banks -  

International Organisations -  

Total Credit & Counterparty Credit Risk (Standardized Approach) 3,058 

*As defined according to  CRR (Regulation (EU) No 575/2013)  

Credit Risk (Internal Ratings Based Approach)   

Exposure Class   

Mortgages 239 

Retail SME- Secured by immovable property  33 

Retail SME- Non Secured by immovable property  15 

Large Corporates 396 

SME Corporates 285 

Specialized Lending Exposures (Slotting Criteria) 174 

Securitisations - 

Total Credit Risk (Internal Ratings Based Approach) 1,141 

Total Credit & Counterparty Credit Risk (Standardized and IRB Approaches) 4,199 

Settlement/Delivery Risk - 

Position Risk, FX and Commodities Risk   

Traded Debt Instruments 28 

Equities 7 

Foreign Exchange 97 

Commodities - 

Internal Model Approach (Value at Risk) 190 

Total Market Risk 321 

Total CVA Risk  17 

Operational Risk 407 

Total Capital Requirements 4,944 

Total Capital Requirements without Assets held for sale and discontinued operations 3,242 
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2.5.2. Internal Capital Adequacy Assessment Process (ICAAP) 

According to the applicable Capital Adequacy Framework (Basel III / CRD IV), Pillar I sets the rules for measuring risk, especially credit, 
market and operational risk and aims to align capital requirements with risks undertaken. These rules are complemented by Pillar II, which 
sets the requirements for internally monitoring, assessing and controlling all material risks to which credit institutions are exposed. 

Those requirements are associated with the Internal Capital Adequacy Assessment Process (ICAAP) (within the framework of EU Directive 
2013/36 as implemented by Law 4261/2014 in Greece) applied by credit institutions. ICAAP’s objective is to ensure that the institution has 
sufficient capital to cover all material risks to which it is exposed during its business activities.  

NBG Group has developed substantial resources for the assessment of its capital adequacy, relating to both risk and capital management. 
These resources are continuously developed and formalized so as to enhance business benefits and support the strategic aspirations of 
NBG Group.  

ICAAP objectives are: 

 the proper identification, measurement, control and overall assessment of all material risks 

 the development of appropriate systems to measure and manage those risks 

 the evaluation of the “internal capital” required for the mitigation of risks  

The term “internal capital” refers to the amount of own funds adequate to cover losses at a specified confidence level within a certain 
time horizon (both set in accordance with the risk-appetite strategy). 

The NBG Group has created an analytical framework for the implementation of the ICAAP. The framework is formally documented and 
describes in detail the components of ICAAP at both Group and Bank level. The framework briefly contains the following: 

 Group risk profile assessment 

 Risk measurement and internal capital adequacy assessment  

 Stress testing development, analysis and evaluation 

 ICAAP reporting framework 

 ICAAP documentation 

The ICAAP receives the active involvement and support of the Board and the Executive Committee.  The main roles and responsibilities of 
those involved in the ICAAP are described in detail in the ICAAP Framework document.  

A. Board Risk Committee (BRC) 

The Board’s Risk Committee approves the confidence interval for “internal capital”, reviews the proper use of risk parameters and/or 
scenarios where appropriate, and ensures that all forms of risk are effectively covered, by means of integrated controls, specialized 
treatment, and proper coordination at Group level.  The BRC bears ultimate responsibility for the adequacy and proper execution of the 
ICAAP. 

B. Audit Committee 

The Board’s Audit Committee is ultimately responsible for assessing the adequacy of the control mechanisms of this process. 

C. Internal Units 

ICAAP is the product of cooperation between Group Risk, Group Finance and Group Strategy. Additional input is provided by other 
internal units. 

ICAAP’s design and implementation Framework concerns the entire Group’s material risks. The parameters taken into account for the 
implementation of ICAAP are the: 

 Size of the relevant Business Unit/Group’s Subsidiary, 

 Exposure per risk type, and 

 Risk methodology and measurement approach for each type of risk 

The identification, evaluation and mapping of risks to each relevant Business Unit/Group subsidiary is a core ICAAP procedure. Risks’ 
materiality assessment is performed on the basis of certain quantitative (e.g. exposure as percentage of the Group RWAs) and qualitative 
criteria (e.g. established framework of risk management policies, procedures and systems, governance framework and specific roles and 
responsibilities of relevant units, limits setting and evaluation). 

NBG Group has recognised the following risk types as the most significant within the ICAAP framework: 

 Credit 

 Market 
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 Operational 

 Interest Rate Risk in the Banking Book (IRRBB) 

 Concentration (Credit) 

 Liquidity 

 Business 

 Strategic 

 Reputation 

 Real estate prices fluctuation (fall) 

 Legal 

The calculation of NBG Group “Total Internal Capital” consists of two stages. 

In the first stage, internal capital per risk type is calculated on a Group basis. NBG Group has developed methodologies allowing the 
calculation of the required internal capital for quantifiable risks. These are reassessed on a regular basis and upgraded in accordance with 
the global best practices. 

In the second stage, internal capital per risk type is summed up to yield the Group’s “Total Internal Capital”. 

Capital allocation aims at distributing the “Internal Capital” to the Business Units and Subsidiaries so that ICAAP connects business 
decisions and performance measurement. 

For 2015 the Bank implemented the ICAAP by estimating the relevant internal capital for all major risk types at Group level. Calculations 
were based on methodologies already developed in the ICAAP Framework. Moreover, NBG Group conducted a bank-wide macro Stress 
Test exercise, relating to the evolution of its CET I Funds under adverse scenarios (so as to ensure relevance and adequacy of the outcome 
with a realistic and non-catastrophic forward-looking view of downside tail risks).  

In addition, a reverse stress test process has been conducted, where a threshold capital adequacy ratio has been set and then factors that 
could lead to a breach of this threshold have been identified. Reverse stress tests followed the methodology used to estimate internal 
capital required to cover against credit risk and scenarios that could push the ratio down to this threshold were analysed.  

It should be stressed that the Bank implements, monitors and uses the ICAAP framework aiming at achieving full compliance with the 
recent guidelines and publications of the European Banking Authority and the ECB concerning the Supervisory Review and Evaluation 
Process (SREP) and Stress Testing. 

2.5.3. Internal Liquidity Adequacy Assessment Process (ILAAP) 

Financial Institutions (FIs) assess their liquidity position by undertaking the Internal Liquidity Adequacy Assessment Process (ILAAP), 
whose aim is to help manage and understand their liquidity risk and to further enable the Regulator to assess the Bank’s liquidity risk 
management processes and plans. 

A key function of the ILAAP is to communicate to the Bank’s Board the ongoing assessment and quantification of the FI's liquidity risks, the 
means that the Bank intends to use in order to mitigate those risks, as well as its liquidity strategy. More specifically, the Bank assesses its 
liquidity risk management function through specific liquidity metrics and stress tests, monitored by the appropriate senior management 
bodies. 

Finally, the Bank’s Internal Liquidity Adequacy Assessment Process, was based on the main liquidity objectives, which are to maintain an 
adequate Counterbalancing Capacity, to reduce dependence to Eurosystem funding and to maintain the current funding structure for its 
subsidiaries. 

2.5.4. Leverage Ratio 

Leverage ratio is calculated in accordance with the methodology set out in article 429 of the regulation (EU) No 575/2013 of the European 
Parliament and of the Council, as amended by European Commission delegated Regulation 62/2015 of 10 October 2014. It is defined as an 
institution's capital measure divided by that institution's total exposure measure and is expressed as a percentage. The Group submits to 
the competent authority the leverage ratio on a quarterly basis. As of 31 December 2015 Group leverage ratio, according to the 
transitional definition of Tier I and the EU Regulation 62/2015, amounts to 8.21%, exceeding the minimum threshold of 3%. 

The tables below include the summary and detailed disclosures on the Group’s leverage ratio with reference date 31.12.2015 (amounts in 
€ mio): 

  

Tier I 8,975 

Total Exposure Measure 109,268 

Leverage Ratio 8.21% 
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Summary reconciliation of accounting assets and leverage ratio exposures 

    Applicable amounts 

1 Total assets as per published financial statements 111,232 

2 
Adjustment for entities, which are consolidated for accounting purposes but are outside the scope 
of regulatory consolidation (2,464) 

3 
Adjustment for fiduciary assets recognised on the balance sheet pursuant to the applicable 
accounting framework but excluded from the leverage ratio exposure measure according to Article 
429(13) of Regulation (EU) NO. 575/2013. - 

4 Adjustment for derivative financial instruments (5,462) 

5 Adjustments for securities financial transactions (SFTs) 65 

6 
Adjustment for off-balance sheet items (ie conversion to credit equivalent amounts of off-balance 
sheet exposures) 6,311 

7 Other adjustments (415) 

8 Leverage ratio exposure 109,268 

Leverage ratio common disclosure 

  
CRR leverage ratio 
exposures 

On-balance sheet exposures (excluding derivatives and SFTs) 
1 On-balance sheet items (excluding derivatives, SFTs and fiduciary assets, but including collateral) 102,619 

2 Asset amounts deducted in determing Tier 1 capital (162) 

3 Total on-balance sheet exposures (excluding derivatives, SFTs and fiduciary assets) 102,457 
Derivative exposures 

11 Total derivatives exposures  425 
SFT exposures 

16 Total securities financing transaction exposures 75 
Other off-balance sheet exposures 

17 Off-balance sheet exposures at gross notional amount 24,105 

18 Adjustments for conversion to credit equivalent amounts (17,794) 

19 Other off-balance sheet exposures 6,311 
Capital and total exposure measure 

20 Tier 1 capital 8,975 

21 Leverage ratio total exposure measure 109,268 
Leverage Ratio 

22 Leverage ratio 8.21% 
Choice on transitional arrangements and amount of derecognised fiduciary items 
EU-23 Choice on transitional arrangements for the definition of the capital measure Transitional 

EU-24 
Amount of derecognised fiduciary items in accordance with Article 429(11) of Regulation (EU) NO. 
575/2013 - 

Analysis of on balance sheet exposures (excluding derivatives and SFTs) 

   
CRR leverage ratio 
exposures 

EU-1 Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted exposures), of which: 102,619 

EU-2 Trading book exposures 2,489 

EU-3 Banking book exposures, of which: 100,131 

EU-4 Covered bonds - 

EU-5 Exposures treated as sovereigns 23,804 

EU-6 
Exposures to regional governments, MDB, international organisations and PSE not treated as 
sovereigns 162 

EU-7 Institutions 3,468 

EU-8 Secured by mortgages of immovable properties 17,088 

EU-9 Retail exposures 12,640 

EU-10 Corporate 17,370 

EU-11 Exposures in default 8,437 

EU-12 Other exposures (eg equity, securitisations, and other non-credit obligation assets) 17,162 
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3. RISK MANAGEMENT FRAMEWORK 

3.1. Basic Principles and governance structure of the Group risk management 

Risk control and management plays a fundamental role in the overall strategy of the Group, aiming to both effectively monitor the 
recognized and potential risks for the organization and to align with the legal and regulatory requirements. 

The Group has clearly defined its risk profile and risk appetite and has designed a risk strategy and management policy. Utterly 
responsible for the development and application of this general framework of risk management at a Group level is the Board of Directors 
(the Board) and more specifically the Board Risk Committee (the “BRC”), directly supported by the Audit Committee. 

The BRC forms and submits for approval to the Board of Directors the risk appetite and risk strategy of the Bank and the Group, on an 
annual basis. It also sets the principles, approves the policies that govern risk management and monitors the appropriate management of 
risk. The Committee is composed exclusively of non-executive Board members, at least three in number, the majority of whom (including 
the Chairman) are independent members of the Board. The members and the Chairman of the Committee are elected by the Board of the 
Bank, following recommendation by the Board’s Corporate Governance & Nominations Committee. The BRC has the responsibility to 
review reports and evaluate the overall risk exposure of the Bank and the Group on a regular basis, taking into account the approved risk 
strategy and the business plan of the Group. The proposals to the BRC are submitted by the Group Chief Risk Officer (CRO). During 2015 
the Board Risk Committee convened 11 times. Detailed information on the responsibilities, composition and modus operandi of the 
Committee is included in the Charter of the Committee which is available on the Bank’s website at www.nbg.gr (section: The Group / 
Corporate Governance / Board of Directors / Committees). 

Α central role in the risk management framework, that is to recognize, evaluate, monitor and control risks accepted by the Group, has 
been assigned to the two Group Risk Management Units: the NBG Group Risk Control and Architecture Division (GRCA) and the NBG 
Group Market and Operational Risk Management Division (GMORM). The Units identify the risks of different portfolios and activities, and 
supervise all subsidiaries operating in the financial sector. 

The two Group Risk Management Units are supportive to the following: 

 the Asset Liability Committee of the Bank (ALCO), which defines the strategy and policy concerning the structure and 
management of assets and liabilities, taking into account current market conditions and risk limits that the Bank has set. 

 the Group Compliance Department, which is responsible for ensuring compliance to existing rules and regulators. Such rules and 
regulators are the current Greek legislation, the Basel Committee of Banking Supervision, the European Central Bank (ECB), the 
Single Supervisory Mechanism, the European Banking Authority (EBA), Bank of Greece (BoG), the Greek Securities Exchange 
Commission and the decisions of all competent authorities supervising the Group’s subsidiaries. Group Compliance Department 
reports to the Board via the Audit Committee. 

 the Group Internal Audit Division, which reports to the Board through the Audit Committee. This Unit is part of the risk 
management framework, acting as an independent supervisory body that focuses on its effective implementation. 

The two Group Risk Management Units also cooperate with the Credit Units, which supervise the credit departments of the financial 
institutions across the Group and participate in their approval granting bodies. Credit Units’ independence ensures an unbiased first level 
control for risk undertaken. These Units are also responsible for developing and updating specific Credit Policies. 

3.2. "Four lines of defence" model in the Group's risk management 

The Group’s risk management is spread on four different levels, in order to create four lines of defense, traced as follows: 

• First line: the risk taking units (e.g. credit underwriting departments, Treasury) are responsible for assessing and minimizing 
risks for a given level of expected return by establishing and implementing internal rules to the on-going business. 

• Second line: the Credit Units, which are independent of the credit granting departments, are involved in the approving 
procedure. They perform unbiased control of the undertaken risk by applying the “four eyes principle” and have the right of 
veto. 

• Third line: the two Group Risk Management Units identify, monitor, control and quantify risks at portfolio or entity level. 
Moreover they assist other units undertaking risks (credit departments and other) and they assert the adoption of appropriate 
pricing and risk management tools.  

Additionally, at this level, the Group Compliance Division contributes to ensure compliance to existing rules and regulations. 

• Fourth line: the Group Internal Audit Division adopts the role of the independent audit function to ensure compliance with 
internal and external rules. 

The duties and responsibilities of all lines of defense are clearly identified and separated, and the relevant Units are sufficiently 
independent. 

http://www.nbg.gr/
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3.3. Group Risk Management Units 

All Subsidiaries’ risk management Units effectively report to the two Group Risk Management Divisions. Both Divisions are supervised by 
the Group CRO.  

Analytically, the responsibility of the GRCA Division is to: 

 Specify and implement credit risk policies emphasizing on rating systems, risk assessment models and risk parameters according 
to the guidelines set by the Board; 

 Plan, specify, introduce and implement risk management policies under the guidelines of the Board; 

 Assess the adequacy of methods and systems that aim to identify, measure, monitor, control and report credit risk undertaken 
by the Bank and other financial institutions of the Group and periodically validate them; 

 Calculate Regulatory and Internal Capital required in respect to all banking risks and prepare relevant regulatory and MIS 
reports. 

 Establish guidelines for the development of assessment methodologies for Expected Loss (EL) and its components, i.e. 
Probability of Default (PD), Loss Given Default (LGD) and Exposure at Default (EAD) for each category of corporate and retail 
portfolio 

 Introduce best practices and standards for the development, validation and calibration of all credit risk models at Group level. 

GRCA Division includes a Model Validation Department that is independent of its Subdivisions and is supervised directly by GRCA’s 
Manager. 

The responsibility of Group Market and Operational Risk Management Division is to: 

 Plan, specify, implement and introduce market, counterparty, liquidity and operational risk policies, under the guidelines of the 
Board; 

 Assess the adequacy of methods and systems that aim to analyse, measure, monitor, control and report the aforementioned 
risks undertaken by the Bank and other financial institutions of the Group and periodically validate them; 

 Independently evaluate financial products, assets and liabilities of the Bank and the Group; 

 Regularly handle issues relevant to market, counterparty, liquidity and operational risks, under the guidelines and specific 
decisions of the Board Risk Committee and the Asset Liability Committee (ALCO) 

3.4. Credit Risk 

3.4.1. Credit Policy for Corporate Portfolios  

The Credit Policies for the Corporate portfolios of the Bank and its Subsidiaries (“the Subsidiaries”) provide the fundamenta l guiding 
principles for the management (i.e. identification, measurement, approval, monitoring and reporting) of credit risk related to the 
Corporate Portfolios. The Credit Policies have been designed to meet the organizational requirements and the regulatory framework of 
each country in the best possible way, as well as to allow the Group to maintain and enhance its position in the market. 

Credit risk control should always be performed according to the rules described in the Credit Policies, taking into consideration the Credit 
Regulations and all respective Acts and Circulars of the Bank and its Subsidiaries. 

Procedures to be followed ensuring that credit risk control is conducted according to the Credit Policies are set out in the “Credit 
Regulations Documents” of the Bank and its Subsidiaries. These procedures are subject to amendments due to changes in the business, 
legal and institutional environment, in order to facilitate adjustment to these changes. 

The Credit Policy of the Bank is approved and can be amended or revised by the Board of Directors of the Bank following an opinion of the 
Board Risk Committee and after a proposal by the Chief Credit Officer (CCO) of the Bank, in cooperation with the Chief Risk Officer (CRO) 
for issues falling under the responsibility of the latter, and it is subject to periodical revision. 

The Credit Policy of each Subsidiary is approved and can be amended or revised by the competent local Boards/Committees, following a 
recommendation by the responsible Officers or Subsidiaries’ Bodies, according to the Decisions of the Bank and the provisions of the 
Credit Policies. Each proposal must bear the prior approval of the Chief Credit Officer (CCO) of the Bank, in cooperation with the Chief Risk 
Officer (CRO) for issues falling under the responsibility of the latter. The Credit Policies are subject to periodical revision. 

Any exception to the Credit Policies of the Bank and its Subsidiaries is approved by the Chief Credit Officer (CCO) of the Bank in co-
operation with the Chief Risk Officer (CRO), for issues falling under the responsibility of the latter. All exceptions and their justification are 
duly recorded and have either an expiry date or a review date. 
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3.4.2. Credit Policy for Retail Banking 

The Credit Policy for the Retail Banking Portfolio sets the minimum credit criteria, policies, procedures and guidelines for managing and 
controlling credit risk undertaken in Retail Portfolios, both at Bank and Group level. Its main scope is to enhance, guide and regulate the 
effective and adequate management of credit risk, thus achieving a viable balance between risk and return. 

The Credit Policy is communicated through the use of respective Credit Policy Manuals. The subject manuals are made to serve three 
basic objectives: 

 to set the framework for basic credit criteria, policies and procedures, 

 to consolidate Retail Credit policies of the Group, and, 

 to establish a common approach for managing Retail Banking risks. 

The Credit Policy is approved and can be amended or revised by the Board of Directors of the Bank following an opinion of the Board Risk 
Committee and after a proposal by the Chief Credit Officer (CCO) of the Bank, in cooperation with the Chief Risk Officer (CRO) for issues 
falling under the responsibility of the latter, and it is subject to periodical revision. 

The Credit Policy of each Subsidiary is approved and can be amended or revised by the competent local Boards/Committees, following a 
recommendation by the responsible Officers or Subsidiaries’ Bodies, according to the Decisions of the Bank and the provisions of the 
Credit Policies. Each proposal must bear the prior approval of the Chief Credit Officer (CCO) of the Bank, in cooperation with Chief Risk 
Officer (CRO) for issues falling under the responsibility of the latter. The Credit Policies are subject to periodical revision. 

NBG Group Retail Credit Division reports directly to the Chief Credit Officer (CCO) of NBG and its main task is to evaluate, design and 
approve the credit policy that governs the retail banking products, both locally and abroad. Furthermore, the Division is implored with 
closely monitoring the consistent implementation of both credit policy provisions and credit granting procedures. 

Through the application of Retail Banking Credit Policy, the evaluation and estimation of credit risk, for new as well as for existing 
products, are effectively facilitated. NBG’s top management is regularly informed on all aspects regarding the Credit Policy and remedial 
action plans, whenever necessary, are put together to resolve the issues, always within the risk appetite and strategic orientation of the 
Bank. Retail Banking Credit Policy is subject to regular reviews during which all approved policy changes are incorporated in the Policy 
Manual. Any deviation from policies requires prior approval from the NBG Group Retail Credit Division. 

3.5. Market Risk 

In order to ensure the correct estimation and efficient management and monitoring of Market Risk that derives from the Bank’s activities 
in international and domestic financial markets, NBG’s GMORM Division calculates Value-at-Risk (VaR) on a daily basis. This has been 
implemented through RiskWatch™ by Algorithmics (currently IBM). In particular, due to the predominantly linear nature of its portfolio, 
the Bank has adopted the variance-covariance (VCV) methodology, with a 99% confidence interval and 1-day holding period (extended to 
10-days for regulatory purposes). The VaR is calculated for the Bank’s Trading and Available-for-Sale (“AFS”) portfolios, along with the VaR 
per risk type (interest rate, equity and foreign exchange risk). For the calculation of capital requirements, the VaR estimates refer only to 
the Bank’s Trading portfolio, according to the prevailing regulatory framework. The most significant types of Market Risk to which the 
Bank is exposed are the following: 

 Interest Rate Risk 

 Equity Risk 

 Foreign Exchange (FX) Risk 

Interest Rate Risk stems from the Bank’s Trading and AFS bond portfolios, as well as from interest rate derivatives, both exchange traded 
and Over-The-Counter (“OTC”) transactions. 

Equity Risk derives from the Bank’s holdings in stocks and equity derivatives. 

Foreign Exchange Risk arises from the Bank’s Open Currency Position (OCP). The OCP primarily arises from foreign exchange spot and 
forward transactions. The OCP is distinguished between Trading and Structural. The Structural OCP contains all of the Bank’s assets and 
liabilities in foreign currency (for example loans, deposits, etc.), along with the foreign exchange transactions performed by the Treasury 
Division. 

Market Risk is mitigated through hedging, either on a portfolio or a position/transaction level. Hedging tools are differentiated based on 
the type of risk and include appropriate OTC and exchange traded derivatives.  

The other significant contributor to market risk in the Group is Finansbank, through its Trading and AFS portfolios. In order to monitor and 
efficiently manage market risk, Finansbank calculates VaR on a daily basis, for both its Trading and AFS portfolios, as well as the VaR per 
risk type (interest rate, equity and foreign exchange risk). These calculations are also based on a 99% confidence interval and 1-day 
holding period. The engine used for all the calculations is the same as that of the Bank (i.e. RiskWatch). Of the three types of market risk, 
Finansbank is mostly exposed to interest rate risk that arises from the positions it retains in Turkish government bonds. However, for the 
calculation of Finansbank’s capital requirements against Market Risk, the Group applies the Standardized Approach. 
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To better monitor Market Risk at a Group level, the Bank calculates since late 2009, the Group VaR on a daily basis, taking into account 
both its own portfolios, as well as those of Finansbank. 

The Bank has also established a framework of VaR limits in order to control and manage more efficiently the risks to which it is exposed. 
These limits refer not only to specific types of market risk, such as interest rate, foreign exchange and equity risk, but also to the overall 
Market Risk of the Bank’s trading and AFS portfolios. The same limit structure is also in place in Finansbank. 

Furthermore, NBG’s GMORM Division prepares a set of VaR reports on a daily basis, so as to inform the senior management about the 
level of Market Risk and the sustainability of respective limits. 

All key principles that govern the Bank’s activities in the financial markets, along with the framework for the estimation, monitoring and 
management of Market Risk are incorporated in the Bank’s Market Risk Policy. The Policy has been approved by the Board Risk 
Committee and is regularly reviewed. Similarly, Finansbank has also developed a Market Risk Policy to cover its trading activities. 

3.6. Operational Risk 

The Bank has established a robust Operational Risk Management Framework (ORMF), in order to effectively address operational risks and 
meet the regulatory requirements (CRD IV / Basel III). This Framework is based on the industry’s best practices and has been approved by 
the Board Risk Committee. 

In order to enhance the Framework as well as to integrate the management of operational risk across its activities in Greece, Turkey and 
Southeastern Europe, the Bank implemented a new software solution (Algorithmic’s OpVar), in 2010. 

In 2015 the ORMF was implemented in the Bank and its subsidiaries for the ninth consecutive year. The basic elements of the Bank’s 
ORMF are the following: 

 The Risks and Controls Self-Assessment (RCSA) process, alongside with the assessment of the relevant control environment; 

 The Loss Collection process, as well as the maintenance of a sound and consistent loss database; 

 The determination, update and monitoring of Action Plans; 

 The definition and monitoring of Key Risk Indicators; 

 The Structured Scenario Analysis, a systematic process of obtaining expert opinions, based on reasoned assessments of the 
likelihood and impact of plausible severe operational losses. 

The GMORM Division is in charge of managing and coordinating the ORMF implementation, setting appropriate standards, methodologies 
and procedures for operational risk assessment, monitoring and control, as well as for loss data collection. Furthermore, it regularly 
reviews the Group Framework in order to ensure that all relevant regulatory requirements are met.  

It also reviews and monitors NBG’s operational risk profile on an ongoing basis, focusing on the development, implementation and follow-
up of the appropriate Action Plans, in order to ensure that all necessary risk mitigation steps and measures are in place. NBG’s Action 
Plans can be either mitigation measures, including insurance policies, designed to reduce the impact and losses generated by the 
occurrence of risk events, or proactive measures designed to prevent or reduce the probability of occurrence of risk events, by improving 
the control environment or other aspects of the business environment. 

Furthermore, during 2015, the Group continued to provide its personnel with comprehensive training on operational risk, so as to 
reinforce the risk awareness of the staff in the ongoing business environment.  

GMORM has also set up an operational risk reporting system in order to regularly inform all hierarchical levels about relevant issues. This 
reporting system aims to support the Group’s decision-making process and ensure that all relevant regulatory requirements, as well as the 
Bank’s objectives are fulfilled. 

The key stakeholders of operational risk reporting are: 

 Bank Units/Subsidiary Entities: They implement the ORMF elements and distribute the outcome to GMORM Division.  

 GMORM: It collects all the reports, analyses and processes the data and presents the main findings to the Operational Risk 
Committee, as well as the Board Risk Committee. The Board Risk Committee is presented with all of the Group’s major operational 
losses, on a monthly basis. 

Finally, Senior Management and the Operational Risk Committee, jointly with GMORM, determine priorities for corrective actions and 
decide on cases of increased exposure to risk. 
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4. CREDIT RISK 

4.1. Definitions and general information 

For accounting purposes, “past due” exposures are those exposures which are past due for at least 1 day. 

For accounting purposes, “impaired” exposures are defined as follows: 

 loans that are individually impaired, 

 loans that are collectively assessed for impairment with one of the following : 

- loans for which interest, principal, or other amount relating to the loans is past due for more than 90 days, and 

- loans for which Management believes that there is objective evidence of impairment due to other factors 

4.2. Impairment loss calculation methodology 

The Group assesses at each reporting date whether there is objective evidence that a loan (or group of loans) is impaired. 

A loan (or group of loans) is impaired and impairment losses are incurred if, and only if, there is objective evidence of impairment as a 
result of one or more events that occurred after the initial recognition of the loan (“loss event”) and that loss event (or events) has an 
impact on the estimated future cash flows of the loan (or group of loans) that can be reliably estimated.  

An allowance for impairment is established if there is objective evidence that the Group will be unable to collect all amounts due 
according to the original contractual terms.   

Objective evidence that a loan is impaired includes observable data that comes to the attention of the Group about the following loss 
events: 

(a) significant financial difficulty of the issuer or obligor; 

(b) a breach of contract, such as a default or delinquency in interest or principal payments; 

(c) the Group, for economic or legal reasons relating to the borrower’s financial difficulty, granting to the borrower a concession that it 
would not otherwise consider; 

(d) it becoming probable that the borrower will enter bankruptcy or other financial reorganisation; 

(e) the disappearance of an active market for that financial asset because of financial difficulties; or 

(f) observable data indicating that there is a measurable decrease in the estimated future cash flows from a group of financial assets 
since the initial recognition of those assets, although the decrease cannot yet be identified with the individual financial assets in the 
group, including: 

i. adverse changes in the payment status of borrowers in the group (e.g. an increased number of delayed payments); or  

ii. national or local economic conditions that correlate with defaults on the assets in the group. 

The impairment loss is reported through the use of an allowance account on the Statement of Financial Position. Additions to impairment 
losses are made through credit provisions and other impairment charges in the Income statement. 

The Group assesses whether objective evidence of impairment exists individually for loans that are considered individually significant and 
individually or collectively for loans that are not considered individually significant. Individually significant exposures are those exposures 
that exceed the lower of 0.1% NBG’s group entity’s equity and €750 thousand.  

If there is objective evidence that an impairment loss on loans and advances to customers carried at amortised cost has been incurred, 
the amount of the loss is measured as the difference between the loans’ carrying amount and the present value of estimated future cash 
flows (excluding future credit losses that have not been incurred) discounted at a) the loan’s original effective interest rate, if the loan 
bears a fixed interest rate, or b) current effective interest rate, if the loan bears a variable interest rate. 

The calculation of the present value of the estimated future cash flows of a collateralised loan reflects the cash flows that may result from 
obtaining and selling the collateral, whether or not foreclosure is probable. 

For the purposes of a collective evaluation of impairment, loans are grouped on the basis of similar credit risk characteristics.  Corporate 
loans are grouped based on days in arrears, product type, economic sector, size of business, collateral type and other relevant credit risk 
characteristics.  Retail loans are also grouped based on days in arrears or product type.  Those characteristics are relevant to the 
estimation of future cash flows for pools of loans by being indicative of the debtors’ ability to pay all amounts due and together with 
historical loss experience for loans with credit risk characteristics similar to those in the pool form the foundation of the loan loss 
allowance computation. Historical loss experience is adjusted on the basis of current observable data to reflect the effects of current 
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conditions that did not affect the period on which the historical loss experience is based and to remove the effects and conditions in the 
historical period that do not currently exist. 

The following tables present the analysis of the NBG Group loans by portfolio, by geographical region, by product line and industry and by 
remaining maturity. The following tables do not include Finansbank loans and advances to customers which have been classified as held 
for sale. 

Net loans and advances to customers by portfolio before credit enhancements at Group level  

€ mio Average for 2015 31.12.2015 

Mortgages 19,579 19,255 

Consumer Loans 5,662 5,598 

Credit Cards 1,448 1,409 

Small Business Lending 4,238 4,195 

Retail lending 30,928 30,457 

Corporate and Public Sector lending 27,932 27,761 

Total before allowance for impairment on loans & advances to customers 58,860 58,218 

Less: Allowance for impairment on loans & advances to customers (11,324) (12,843) 

Total 47,537 45,375 

Net loans and advances to customers by geographical region at Group level 
 

  

€ mio 31.12.2015 % 

Greece 50,967 88 

SE Europe 5,964 10 

Other countries 1,287 2 

Total 58,218 100 

Net loans and advances to customers by product line and industry at Group level   

€ mio 31.12.2015 % 

Retail Lending 30,457 52 

Mortgages 19,255 33 

Consumer loans 5,598 10 

Credit cards 1,409 2 

Small Business Lending 4,195 7 

Corporate Lending 20,864 36 

Industry & mining 4,994 9 

Small scale industry 1,085 2 

Trade and services (excl. tourism) 5,607 10 

Construction and real estate development 2,094 3 

Energy 1,480 3 

Tourism 686 1 

Shipping 2,430 4 

Transportation and telecommunications 547 1 

Other 1,941 3 

Public Sector 6,897 12 

Public sector Greece 6,790 12 

Public sector other countries 107 - 

Total 58,218 100 
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Maturity Analysis of Financial Assets – Group  31.12.2015 

€ mio 
Up to 1 
month 

1 to 3 
months 

3 to 12 
months 

Over 1 
year 

Total 

Cash and balances with central banks 2,182 5 3 18 2,208 

Due from banks  776 24 5 1,891 2,696 

Financial assets at FV through profit or loss* 2,461 -  - - 2,461 

Derivative financial instruments 3,894 -  -  - 3,894 

Loans and advances to customers  4,437 2,436 5,261 33,303 45,437 

Debt Securities 114 120 169 13,818 14,221 

Other assets 107 324 711 512 1,654 

Total  13,971 2,909 6,149 49,542 72,571 

* Excluding Equity Securities and Mutual Funds 

4.3. Provision analysis 

The movement in the allowance for impairment for loans and advances, including recoveries, for the year 2015 is as follows: 

€ mio  2015 

Balance on January 1
st

 10,574 

Impairment charge for credit losses  3,670 

Loans written off (385) 

Amounts recovered  15 

Unwind of the discount (262) 

Sale of impaired loans - 

Reclassified as held for sale (744) 

Foreign exchange rate differences (25) 

Balance on December 31
st

 12,843 

Current period’s provision charge includes provisions of previous years not utilized (released) in current period. 

The following tables present the breakdown of total, past due and impaired loans and advances to customers of the Group by portfolio 
and by geographical region (amounts in € mio): 

Loans and advances to customers per portfolio 

 Loans and 
advances to 
customers 

Past due but 
not impaired 

0-90 dpd 

Past due but 
not impaired 
over 90 dpd 

Impaired Allowance 
Impairment 
charge for 

credit losses 

31.12.2015 

Mortgage loans 19,255 1,526 2 7,313 (2,307) 1,001 

Consumer loans 5,598 373 35 2,913 (2,470) 363 

Credit cards 1,409 92 - 759 (709) 46 

Small Business loans 4,195 137 8 2,757 (1,882) 353 

Corporate loans and Public 
Sector Lending 

27,761 750 215 8,333 (5,475) 1,907 

TOTAL  58,218 2,878 260 22,075 (12,843) 3,670 

Loans and advances to customers by geographical region 

 Loans and 
advances to 
customers 

Past due but 
not impaired 

0-90 dpd 

Past due but 
not impaired 
over 90 dpd 

Impaired Allowance 
Impairment 
charge for 

credit losses 

31.12.2015 

Greece 50,967 2,143 223 19,943 (11,733) 3,557 

SE Europe 5,964 721 8 1,489 (823) 98 

Other 1,287 14 29 643 (287) 15 

TOTAL 58,218 2,878 260 22,075 (12,843) 3,670 
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4.4. Portfolios under the Standardized Approach 

External Credit Assessment Institutions (ECAI) used to risk weight exposures under the Standardized Approach are Standard & Poor's, 
Moody's Investors Service Ltd and Fitch Ratings Ltd.  There is no process to transfer the issuer and issue credit assessments onto items not 
included in the trading book, as this is not applicable to NBG Group’s portfolios. 

The asset classes for which ECAI ratings are used are the following: 

 Central Governments and Central Banks 

 Regional Governments and Local Authorities 

 Public Sector Entities 

 Financial Institutions 

 Corporate (Standardized approach) 

The table below presents the Exposures (net of accounting provisions), before and after Credit Risk Mitigation (CRM), as of 31.12.2015, 
according to the supervisory exposure classes (amounts are in € mio): 

Exposure Class 
Exposure 

amount before 
CRM 

Deductions due 
to substitution 

effect* 

Additions due 
to substitution 

effect* 

Eligible 
financial 

collaterals** 

Exposure 
amount after 

CRM 

Central Governments or Central Banks 22,882 (260) 1,850 (838) 23,633 

Regional Governments or Local 
Authorities/ Public Sector Entities 

547 (329) - (10) 207 

Institutions 4,631 - 159 (621) 4,169 

Retail 22,748 - - (266) 22,483 

Secured by mortgages on immovable 
property 

7,801 (1,104) - - 6,697 

Corporate 12,807 (1) - (1,053) 11,752 

Exposures in default 3,528 (56) - (12) 3,461 

Claims in the form of CIU 21 - - - 21 

Equity Exposures 979 - - - 979 

Other items 4,207 - - - 4,207 

Items associated with particularly High 
Risk 

246 - - (1) 246 

Multilateral Development Banks 4 - 260 - 265 

International Organisations 11,795 - - - 11,795 

Total 92,197 (1,751) 2,268 (2,800) 89,914 

*Substitution effect refers mainly to guarantees accepted, as described in the articles 201-203 of the EU Regulation 575/2013. 

** Eligible financial collaterals, including volatility adjustments to the exposure 

4.5. Portfolios under the Internal Ratings Based Approach 

The Bank uses: 

 the Foundation Internal Ratings-Based (FIRB) Approach with respect to its exposures to corporate customers, including 
Specialized Lending exposures 

 the Internal Ratings Based (IRB) Approach with respect to its Mortgage Portfolio and its SME Retail Portfolio. 

A comprehensive and well-documented roll-out plan has been developed, that enables the Group to gradually implement the Internal 
Ratings-Based Approach to all of its banking book loan exposures, providing permanent exception for specific classes. In the first year of 
the roll-out plan application more than 50% of loan exposures were included in the IRB approach and their relative weight has been 
increasing. 

4.5.1. Structure and use of internal ratings systems 

The Bank has developed Internal Rating Systems for Corporate Exposures (including Specialized Lending Exposures), as well as for 
Exposures to individuals fully collateralized by residential real estate (Housing Loans) and SME Retail exposures. 

As far as Corporate Exposures are concerned, the Rating System distinguishes between the risk characteristics of the obligor and those of 
the facility, classifying the obligors to the Rating System’s scale. Credit Assessments by  External  Credit Assessment Institutions (ECAIs) are 
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not considered for the classification, as this is implemented by the models employed. The Obligor Rating Process is explicitly described in 
the Credit Policy of the Corporate Portfolio. Based on this Rating System, a Probability of Default (PD) is assigned to each obligor.  

Project Finance and Object Finance facilities, falling under Specialized Lending Exposures, are rated using a Slotting Criteria model, with 
given specific risk-weighted factors as per EU Regulation 575/2013. 

Finally, for Housing Loans, the Bank uses two rating systems reflecting both obligor and facility risk. These systems provide both a 
Probability of Default (PD) estimate and a Loss Given Default (LGD) estimate. Both rating systems group loans in pools with common risk 
characteristics, avoiding large concentration in each pool. For the assignment into pools, obligor and facility risk criteria as well as current 
delinquency and repayment history criteria are used. Both rating procedures are consistent with the Retail Credit Policy and take into 
consideration all available up to date information. Internal pools, PDs and LGDs are used in risk management as well as in loan approval 
and provision allocation.  

4.5.2. Credit Risk Mitigation 

The Bank uses a Collateral Management System, where all risk mitigation items (collaterals and guarantees) are recorded, monitored and 
assessed. Exposures can either be secured via pledging of collateral or contractually guaranteed by a third party (e.g. individuals, 
corporate entities, financial institutions, Public Sector Entities, the Hellenic Government or the Hellenic Fund for Entrepreneurship and 
Development – ETEAN SA). Guarantees being accepted by the Bank and their risk mitigation impact on underlying credit risk are described 
in the Credit Policy documents of both Corporate and Retail Portfolios. 

For corporate and retail portfolios, collateral values and related trends in Greece are monitored and updated based on independent 
appraisals by RICS-certified appraisers, an independent published Greek real property index and official reports prepared by the Bank of 
Greece. According to valid internal procedures of the Bank, the existence and value of collateral is closely monitored. The frequency and 
the objective of the appraisals are determined by the competent approval units and do not usually exceed an interval of two years or 
earlier in case of extreme conditions in the real estate market. The main collateral type is mortgage on real estate; supplementary, it is 
possible to accept financial collaterals such as pledge on deposits or securities. More specifically for housing loans the Bank preferably 
requires for each loan contract first lien in mortgage on the financed property or other property suitable for collateral. 

NBG has inaugurated the usage of an internally developed IT system, to assess current evaluations of commercial values regarding any 
collateral type being registered in it and a web-based software platform providing a flexible and easily adjusted workflow according to 
NBG’s business requirements, enabling online collaboration with all involved units and entities (external appraisers, internal reviewers, 
business units, branch Network, central operations) to efficiently manage the delegation of business requests involving the re-estimation 
of pledged real estate property, securing either corporate or retail loans. Following this implementation, the best possible results for 
appraising and obtaining the most up-to-date information on collateral coverage amounts and the optimum coordination of the 
competent external appraisers, under the direct supervision of Technical Services Division sharing its assistance whenever it is necessary, 
are derived. 

Eligible collaterals and guarantees for regulatory Credit Risk Mitigation purposes, as per EU Regulation 575/2013 are explicitly marked 
within the Collateral Management System in order to correctly assess their effect on Expected Loss and Regulatory Capital requirements. 

4.5.3. Control mechanisms of Internal Rating Systems 

 NBG Group’s Credit Risk Models’ Development and Validation Policy describes specific rules regarding the control and revision  of all 
credit rating systems and relevant models. The purpose of the policy is to ensure transparency across the Group regarding model 
development, validation and calibration. All risk systems and models used by the Bank and its Subsidiaries to monitor and estimate credit 
risk fall under the GRCA Division’s competence, which has access to all data and models across the Group. 

The aforementioned rating systems have been approved by BoG for use in Regulatory Capital Calculation. The systems are validated on an 
annual basis, but are also checked monthly through the corporate and retail portfolio quality reports. In case of either a significant 
discrepancy, between observed risk metrics (default frequency, actual losses) and predicted parameters or of a pronounced delinquency 
tendency rating systems are reviewed. 

An independent Model Validation Unit within the GRCA ensures monitoring, validation and calibration of all models, prepares and submits 
reports destined to inform Bank’s Senior Management and Board Risk Committee and coordinates all respective actions taken by Bank’s 
subsidiaries Risk Divisions.  

4.5.4. Models and Internal Rating process of the Corporate Portfolio 

The Obligor Risk Rating methodology is presented in full detail in the Corporate Credit Policy. The Obligors’ Risk Rating (ORR) Scale being 
straightly connected to the assigned Probabilities of Default consists of 21 grades, 19 of which concern performing obligors whereas the 
remaining two relate to defaulted obligors, “default” being defined as per regulatory rules and the relevant Credit Policy. Every ORR grade 
is mapped to a single PD. 

The rating grade of an Obligor reflecting the relative default risk is conducted by the relevant Business Division and approved either by the 
responsible Credit Approving Body, through the relevant credit approval process, or by the Head of the Credit Division and the Head of 
Corporate Division in cases that a Credit Facility Framework approval is not involved (categorization procedure). Different credit 
exposures against the same obligor all receive the same ORR, irrespective of any difference between corresponding facilities (e.g. 
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collateral pledged, type of credit line, etc.). ORRs are reviewed at least annually or more often upon any release of new information or 
publication of financial statements regarding the Obligor.  

In December 2012, the Group Risk Control and Architecture (GRCA) Division recalibrated the 19-grade rating scale of the Corporate Rating 
System (C.R.S.), assigning higher probabilities of default (PDs) at each grade. During the periodic validation of C.R.S., a comparison was 
made between the actual default rates and the theoretical PDs (produced by the C.R.S.). The exercise covered the period of 2000 - 2012 
and was based on more than 200,000 clients’ evaluation snapshots, whose accounts performance regarding the regular repayment of 
emanating loan obligations, delinquency status and case of restructuring event was examined over a 12-month period after their 
evaluation. As expected, due to Greece’s deep recession and macroeconomic crisis, the observed percentages of “regulatory defaults” 
were higher than those theoretically estimated by the C.R.S. Therefore, the recalibration of NBG’s master scale was considered necessary. 

Besides this upward PD readjustment in the C.R.S., the deep economic crisis affected the Bank in terms of its delinquency rates, and 
impelled the Bank to inaugurate new tools to manage its symptoms. The economic crisis led to a quadrupling of non-performing 
corporate loans’ provisions within 2010 - 2014, while the C.R.S. produced worse ratings which led to higher capital requirements.  

Moreover, the Bank continued its intensive restructuring policy applying it to small and large companies aiming to help them overcome 
temporary problems arising from the 6-year macroeconomic crisis. By making the necessary credit framework adjustments, so as to 
enhance the required cash flows of its obligors depending on their operating cycle, by strengthening its collateral base and allocating 
provisions to obligors who do not seem to be capable of recovering, the Bank maximizes the repayment ability of obligors with temporary 
problems, enhances entrepreneurship and shields its capital position. 

In order to attain the best possible results depending on the appliance of the measures mentioned above, the Bank has established, in 
April 2014, a scheme of Special Asset Units. The main objective of those Units was to manage effectively clients that struggle to cope with 
their debt obligations, assessing their viability with specific models and discriminating between the optimal outstanding debt 
rescheduling/restructuring scheme, aiming at ensuring a smooth debt repayment and the maximization of net present value of the capital 
recovery result. 

For rating corporate obligors the Bank uses four different models developed by GRCA. Specifically: 

 All firms with full financial statements are rated using the Corporate Rating Model (CRM); any existing rating by an ECAI is not 
taken into consideration. 

 Smaller-sized firms, which belong to the Corporate portfolio but do not disclose full financial statements (i.e. they keep Greek 
GAAP B’ category General Ledger books) are rated using a Limited Financials Scorecard. 

 Specialized Lending exposures i.e., project finance and object finance (oceangoing shipping) exposures are rated using two 
Slotting Criteria models, structured like expert judgement scorecards. 

 Special case obligors, like venture companies with no full year financial statements yet, (i.e. newly established companies lacking 
financial statements, insurance companies, not - for - profit organizations, SMEs that have recently been embodied in corporate 
portfolio due to the increase of their annual turnover etc.), are rated by an Expert Judgment Model. 

The distribution of the Bank IRB exposures per rating model as of 31.12.2015 is given below. 

Model Customers % Customers EAD (€ mio) % Total 

Customer Level     

CRM 2,900 80.4% 7,507 93.4% 

Limited Financial Scorecard 123 3.4% 28 0.3% 

Expert Judgment Model 526 14.6% 474 5.9% 

Non-Rated 60 1.6% 29 0.4% 

In Default 4,458  6,160  

Sub-Total 8,067 100.0% 14,198 100.0% 

Exposure Level     

Project Finance 1,016 85.5% 1,020 37.1% 

Object Finance 173 14.5% 1,729 62.9% 

In Default 103  297  

Sub-Total 1,292 100.0% 3,045 100.0% 

GRAND TOTAL 9,359  17,243  

 

Further analysis of each rating model used in the Corporate Portfolio is provided below. 
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IRB Corporate credit risk models selected features: 

Component 
modelled 

Business 
Unit 

Portfolio 
Model description and 

methodology 

Number of 
years used 

data 

Exposure 
class 

Probability 
of Default 

Corporate 
Divisions 

Corporate customers with 
full financial statements 

Corporate Rating Model (CRM) - 
“Hybrid” rating model, combining 
statistical analysis to qualitative 
assessment 

8 - 10 years 
Large & SME 

Corporate 

Probability 
of Default 

Corporate 
Divisions 

Smaller-sized firms, which 
do not disclose full financial 

statements 

Corporate Limited Financials Model 
- Statistical model that uses 
regression techniques to derive 
relationship between dependent 
default variable and a set of 
mainly behavioral variables 
followed by a small number of 
quantitative criteria 

8 - 10 years 
Large & SME 

Corporate 

Probability 
of Default 

Corporate 
Divisions 

Obligors belonging to 
special categories, like 

venture companies lacking 
full year financial 

statements 

Expert Judgment Model - 
Scorecard where the rating focuses 
solely on qualitative criteria 

8 - 10 years 
Large & SME 

Corporate 

Probability 
of Default 

Corporate 
Divisions 

Project Finance and Object 
Finance (oceangoing 
shipping) exposures 

Specialized Lending Ranking 
Models (Slotting Criteria) - 
Scorecards evaluating the facilities 
based on certain criteria mainly 
qualitative 

8 - 10 years 
Specialized 

Lending 

 

I. Corporate Rating Model (CRM) 

CRM is a “hybrid” rating model, combining statistical analysis to the accumulated credit granting experience of the Bank. Its structure 
satisfies the requirements put forward by Regulation 575/2013. It combines objective quantitative data and subjective qualitative criteria, 
the latter aiming to further refine the counterparty’s rating assessment by taking advantage of the underwriter’s critical analysis. 

CRM is implemented via the Risk Analyst platform (an upgraded version of Moody’s Risk Advisor™ software) used by the Bank since early 
2004. It comprises two separate analytical tools: the Financial Component and the Expert Component. In the former, the company’s 
financial data (balance sheet, income statement, cash flow statements) are fed in as input and various levels of analysis follow, for 
example, short-term and long-term projections, comparison with peer companies, and financial ratio calculations. In the Expert 
Component, qualitative data, supported by sound, experienced underwriter opinion, are imported in the CRM. 

The first component of financial investigation studies several financial variables as calculated by disclosed financial statements. The 
Financial Component of CRM (a) examines each ratio’s absolute value, (b) weighs its historical trend and volatility and finally, (c) compares 
the financial ratios of the company in question to that of its peers. In the second component of CRM, qualitative data related to the 
financial ratios participating in the first component of the model are included. Furthermore, the Relationship Manager replies to 
qualitative questions about the company and assesses its industry sector risk, its quality of management, its business environment etc. All 
these criteria are weighted to produce the final obligor assessment. 

The model controls the consistency of answers given and flags any errors, such as outlier ratios or inconsistencies between disclosed data 
and qualitative assessment by the Relationship Manager. It also produces evaluation reports (for the obligor in general and of its 
profitability, capital structure and operations). The model also allows the analyst to examine thoroughly the company’s cash flow 
management and debt coverage. The latter factors are crucial in estimating the obligor’s creditworthiness. 

The use of the evaluation system (Moody's Risk Advisor – MRA v.4) started at the beginning of 2004. A large number of balance sheet 
statements were imported and estimated rating grades were used to support the approval process. In late 2005, in collaboration with 
Moody's Risk Services and using all the information gathered in the meantime, the Risk Management Division optimised, validated and 
calibrated CRM in order to be efficient in producing reliable estimates of the probabilities of default regarding obligors belonging to the 
corporate portfolio of the Bank. Since October 2010, CRM functions on new web platform, offering flexibility in accessing and managing 
the functions of the model. 
 
Although CRM is a “hybrid” model, comprising statistical analysis and accumulated business experience, its design was based on standard 
statistical techniques. These included univariate analysis to assess the predictive power of each variable, multivariate analysis for 
discovering possible multicollinearities between variables, etc. The final mix of qualitative and quantitative variables was decided 
empirically, in order to emphasize and hence accordingly weight, the more reliable quantitative criteria.  

The model was quantitatively validated by measuring its discriminatory power between “good” and “bad” obligors, using standard 
statistical metrics (e.g. accuracy ratios, reliability controls), benchmarking, stress testing and back testing and the stability of the 
assessments derived. 
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CRM’s final calibration aimed to ensure that the average model-based PD (given the grade assigned to each obligor) is approximating 
closely a long term empirical default frequency for Greek corporate companies (based on the Bank’s historical experiencE). This means 
that, at first the Financial Index produced by the quantitative part of the model was mapped to a PD and then, with the addition of the 
qualitative assessment, the Financial Index was mapped to a Borrower Rating Grade. Its scale was then mapped to the 19-grade NBG ORR. 

II. Expert Judgment Model 

Τhe Expert Judgment Model is used for special cases that cannot be rated by the CRM. These include not - for - profit organizations (e.g. 
cooperatives, amateur’s sport clubs, etc.), insurance companies, construction conglomerates formed for a specific infrastructure project, 
entities that do not (yet) possess financial statements, foreign companies (i.e. established outside Greece), which do not produce financial 
information on a recurring basis, etc. 

Consequently, their rating focuses on qualitative criteria, supplied by Underwriters and Relationship Managers. Criteria examples include: 

 Sector Risk 

 Competition 

 Years in Business 

 Management stability 

 Risk Alerts 

 Customer base concentration 

 Frequency of financing requests 

 Credit history of the company, company owners and related persons  

 Financial status of owners 

The model classifies performing obligors in four risk classes (High, Significant, Medium and Low). 

III. Specialized Lending Slotting Criteria Scorecards 

Specialized lending covers Project and Object Finance facilities approval process. The Bank, following regulatory guidelines, evaluates the 
exposures based on the following criteria: 

 Financial Analysis of Project 

 Political and Legal environment 

 Transaction characteristics 

 Strength of sponsor 

 Asset characteristics/quality 

 Guarantees offered and Collaterals pledged 

 Environmental issues 

Both scorecards require the completion of a questionnaire by the authorized Credit Underwriter. Each of the seven groups of criteria 
receives a score, based on answers given to each criterion subclass. The weighted sum of all scores based on the partial weighting of each 
criterion, ranks performing exposures into four categories (Strong, Good, Satisfactory and Weak). Infrastructure financing is usually re-
rated, in case a full State Guarantee or a Bank’s Letter of Guarantee by an Export Credit Agency is provided. In case of new buildings in 
shipping industry especially during pre-delivery stage, the category is decided based on the rating of the shipyard’s Bank that has issued 
the letter of guarantee of good performance. Both models are validated, based on the accumulated experience of the Bank in these 
sectors. 

The Project Finance Scorecard used to asses significant self-financing projects operates within the Risk Analyst™ platform, in which the 
Bank intends to incorporate the Object Finance Scorecard as well. 

IV. Limited Financials Scorecard 

This scorecard was developed based on historical data since 2003 and thereafter and started operating in June 2008. During the last 
quarter of 2012 it was analytically validated with the process being annually repeated. It is used for newly founded companies and for 
companies that keep accounting books of categories A’ and B’ (according to Greek law and Greek GAAP) and cannot be analyzed by the 
more sophisticated CRM. 

The predictive power of the model was measured by using a number of metrics and common accuracy ratios, for both “in-sample” and 
“out of sample” subsamples. The accuracy of predicting the default event, was judged to be highly satisfactory. 

The assessment criteria of the model are presented below: 

 Sector Risk 

 Competition 

 Years in Business 

 Management Stability 

 Company and owners Credit History 

 Risk Alerts (e.g. Credit Bureau “black list”, bounced cheques, etc.) for the past 3 years / Sales 

 Risk factors 
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 Financial status of owners 

 Turnover growth 

 Borrowed Funds / Turnover 

 Net Profit / Debt 

 Behavioural Scoring (if available) 

The use, whenever possible, of a behavioural score as a supplementary independent variable in the scorecard, enhances significantly its 
efficiency on portfolio level and guarantees a more objective employment of all qualitative information stored in the customer databases 
of the Bank. 

4.5.5. Models and internal rating process of Retail SMEs  

The creditworthiness of Retail SME performing obligors with respect to the assessed probabilities of default is ranked on a thirteen (13) 
grade rating scale, while obligors in default share a common default indication. Additionally obligors are ranked in respect of the 
probability of being transferred to Collections Division - contracts are being denounced and liquidation process of pledged collaterals is 
initiated - in an eight level scale. This ranking is used in the process of estimating loss given default (LGD) risk parameter for SMEs obligors. 

The above processes are supported by three (3) statistical models which are described below. The output of the models I and II are 
combined to determine the probability of default (PD) for each obligor, while LGD estimate is obtained by applying model III. IRB credit 
risk models for SMEs selected features: 

Component 
modelled 

Business 
Unit 

Portfolio Model description and methodology 
Number of 
years used 

data 

Exposure 
class 

Probability 
of Default 

Retail SME  
Division 

SME obligors with 
annual turnover less 

than 2,5 million 
Euros 

SME Rating model used to assess the 
creditworthiness of Small and Medium 
Entrprises- Statistical model that uses 
regression techniques to derive 
relationship between dependent default 
variable and a set of 
mainly behavioral variables followed by a 
small number of quantitative criteria. 

8 - 10 years Retail SME 

Loss Given 
Default 

Retail SME  
Division 

SME obligors with 
annual turnover less 

than 2,5 million 
Euros 

Model estimating and assigning a 
percentage of loss on the outstanding 
exposure given the fact that either default 
occurs or the credit contract could be 
unilaterally denounced by the Bank. 

8 - 10 years Retail SME 

 

I. Application Model 

The design and development of the model was performed by the GRCA Division. The model is supported by a software platform, which 
was implemented by the Bank’s IT Division and supervised by Operations Division and its utilization has been introduced in the workflow 
process of the competent Business Unit. The platform supports credit underwriting process by providing all necessary tools for, registering 
annual or interim financial statements, inserting qualitative parameters, conducting financial ratio analysis, producing projected financial 
statements, completing the estimation of the independent variables used by the model and enhancing credit approval process. 

The underwriting process is triggered by the submission of a credit request application for a new or an existing credit framework based on 
a contractual agreement. The produced rating grade is associated with all credit risk taken by the Bank under this agreement (loans, credit 
lines, letters of guarantee etc). Application Model is applied only to non-defaulted obligors and each obligor is assigned a rating from a 12-
grade rating scale. 

II. Behavioural Model 

The design, development and implementation of the model was performed by the GRCA Division. The operating characteristics of the 
model are summarized below: 

 The model’s parameters values are drawn from a predefined data structure. This structure is automatically updated at the end 
of each month with the responsibility of Business Process and IT Divisions. 

 It produces credit assessments with monthly frequency for all SMEs obligors with active funding for at least one semester at the 
date of assessment. This task is performed by the execution of a fully automated procedure of data processing. 

 Credit assessments are stored in databases owned by IT Division, in order to be available to all relevant Bank Units. 

 A credit assessment reflects all credit risk taken by the Bank on obligor level, for a specific obligor. 

At the end of each month a new behavioural credit assessment is produced for each SME obligor through the implementation of the 
procedure described and each obligor is assigned a rating from a 13-grade rating scale. 



National Bank of Greece 

Consolidated Pillar III Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

33 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

III. Loss Given Default Model 

The design, development and implementation of the model was performed by GRCA. The operating characteristics of the model are 
summarized below: 

 The model’s parameters values are drawn from a predefined data structure. This structure is automatically updated at the end 
of each month by the Business Process and IT Divisions. 

 The model estimates and assigns a probability regarding the fact that the credit contract could be unilaterally denounced by the 
Bank, (a state that marks the beginning of pledged assets liquidation process) to an eight-grade rating scale. The 
aforementioned obligor’s probability combined with the observed historicall average recovery rate of SME portfolio during the 
collection period, determines the loss given default (LGD) estimate. 

 LGD estimates are stored in databases owned by IT Division, in order to be available to all relevant Bank Units. 

At the end of each month, on a recurrent basis, a new LGD estimate is produced for each SME obligor through a fully automated 
procedure. 

4.5.6. Corporate model validation 

For all corporate models, a validation process adhering to an annual frequency is strictly implemented, to ensure that they keep satisfying 
all rules and technical constraints posed during their development phase. Key targets of this specific procedure are: a) the measurement 
of the predictive power of the models which should meet specific quantitative criteria regarding best practices employed and b) the 
estimation and the statistical correlation of observed default frequencies per each model’s rating grade versus respective theoretical 
probabilities of the latter. Relative results are communicated to the competent committees and management bodies of the Bank, based 
on approved internal policies and practices. 

4.5.7. Applications of internal ratings of corporate portfolio 

IRB risk parameters – PD and LGD – are building blocks of credit risk estimation used in a variety of applications and internal processes 
regarding credit risk across the entire portfolio: More specifically their usage is applied to: 

 Credit approvals: Credit risk parameters are used in the approval process to appraise obligors’ creditworthiness and to assess 
credit limits assigned at obligor level. 

 Credit grading: Estimated by each corporate model rating grades are employed to map obligors to a common rating scale, 
providing an identical measure of credit risk. 

 Risk based pricing: Risk parameters are used to allow for risk-adjusted pricing. 

 Risk appetite: Obligor’s risk rating is used in the Bank’s risk appetite framework. 

 Impairment calculation: Collectively assessed impairment provisions, incorporate the use of risk parameters, adjusted as 
necessary. 

 Internal capital calculation: Internal Capital calculation, used for ICAAP purposes. 

 Risk management reports: Model outputs are used as key indicators in reports to inform senior management, regarding the 
analysis and management of credit risk. 

4.5.8. Models and Internal Rating process of the Mortgage Portfolio 

All mortgages (except those fully and unconditionally guaranteed by the Hellenic Government) are rated on a monthly basis, and ranked 
in homogeneous groups (pools) for risk estimation purposes. The corresponding PD and LGD models are based on 20 years of historical 
data and their development reflects the Bank’s long term experience in mortgage lending, taking into account the Greek legal framework 
as well as the Bank’s policies regarding foreclosure of real estate collateral. IRB credit risk models selected features: 

Component 
modelled 

Regulatory 
thresholds 

Portfolio Model description and methodology 
Number of 

years used data 

Probability 
of Default 

PD floor of  
0.03%  

Retail Secured by 
immovable property 

Model based on logistic regression methodology 
and segmented along months on books. It is a 
through-the-cycle model and calibrated with 5-
year  default data. 

> 6 years 

Loss Given 
Default 

LGD floor of 
10%  

Retail Secured by 
immovable property 

Classification model based on actual recoveries 
experience. It takes into account product type, 
default status and time in default. 

> 15 years 
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I. PD Model 

In order to rank performing mortgage loans into risk categories (namely, those not materially delinquent over 180 days), the following 
procedure is followed: 

1. First, the existence (or not) of an explicit and unconditional Greek Government Guarantee for capital and interest is examined. 
Claims that satisfy this criterion (usually loans to victims of natural disasters, population minorities, etc.) are treated separately. 

2. Then the origination date of the loan is recorded. For loans that have not yet reached 14 Months on book (MoB), step 3 is 
followed. Otherwise, step 4 is followed. 

3. Loans with up to 13 MoB are scored with a separate model. It uses criteria that refer to the facility (loan maturity, product type), 
the obligor (application score) and repayment patterns (current delinquent amount, patterns of delinquency in the last 12 
months, etc.). This score is stored and step 5 follows. 

4. Loans with over 13 MoB are scored using a behavioural model specifically developed for them. This one uses criteria referring to 
the facility (loan amount, product type) and the repayment patterns (current delinquent amount, patterns of delinquency in the 
last 12 months, etc.) but not the original application score, since it is shown to be no longer relevant. This behavioural score is 
also stored and step 5 follows. 

5. Based on the score calculated from the applicable model, each loan is placed into one of 10 distinct Risk Pools and a PD is 
assigned to its Pool. 

The PD estimate for each pool was estimated by tracking each active loan, within the years 2006-2010 (observation), and its 
corresponding default event one year later (performance tracked in years 2007-2011). 

II. LGD Model 

For Loss Given Default (LGD) estimation, the procedure followed in order to place all mortgage loans – including the defaulted ones - in a 
distinct pool with a common LGD is as follows: 

1. First, all facilities are distinguished into “performing” and “in default”, depending on the delinquency they present during the 
rating date and its materiality. Step 2 is followed for the former and step 3 for the latter. 

2. Performing loans are further divided into two groups, depending on the existence (or not) of a Greek Government interest rate 
subsidy. 

3. For defaulted loans, except for the existence (or not) of the interest rate subsidy, the time spent in default status is also 
considered for their placement in a specific LGD pool. 

LGD is calculated as the difference between 100% (full recovery, no loss) and the average recovery rate over the exposure at default. 
Recovery rates are calculated cumulatively for different time horizons, starting from the default date itself. More specifically, the Bank 
calculates the percentage that can be recovered in 1, 2 or more years after default until, according to the Bank’s experience, potential 
recovery is diminished (practically nothing more can be recovered). 

All loans that presented material delinquency above 180 days since 1990 and had completed at least one year in default status were used 
in the development of the LGD model. This increased significantly the robustness and power of results. All relevant cash flows (both 
revenues and costs) arising after default and until final settlement, were taken into account in recovery estimates. Given the long time 
period that elapses between default and subsequent cash flows, the time value of money is definitely of importance. Hence, in order to 
calculate recovery rates, all cash flows were discounted back to the original default date, and their present value was compared to the 
outstanding debt at the time of default. These calculations were performed on an account basis and not on a customer basis. 

As far as the realized losses are concerned, during the last three years it was observed that the recoveries from defaulted mortgages were 
lower than those that were measured during the calibration process of the mortgages’ LGD model . This was expected, since the 6year 
macroeconomic recession of Greek economy affected the income of the Greek households significantly. 

It should be stressed however that a large segment of the non-performing mortgages loans has been restructured since 2013. Therefore, 
the impact of the restructuring is not fully depicted in the above measurements, as the data sample has larger concentration of non 
restructured mortgages. Thus, the “lower” recovery ratios can be seen as a result of a “selection bias” in the sample and they are not 
suitable for comparison to those made in previous years. The Bank closely monitors the behavior of mortgage restructured loans and the 
growth of new defaults is reduced. 

4.5.9. Mortgages model validation 

GRCA assesses the model’s validity and their predictive power through qualitative and quantitative controls on an annual basis. For 
validation purposes the most recent available information is used based on all rated loans with outstanding balance during an 
“observation period”. The duration of the observation period for the PD model validation is usually one year while the respective period 
for the LGD model may be longer. At the end of the validation process, a report is written which is further submitted to the Head of GRCA 
as well as to internal and external auditors, upon request. The results of the most recent PD model validation illustrated high 
discriminative power of the PD model.  



National Bank of Greece 

Consolidated Pillar III Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

35 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4.5.10. Applications of internal ratings of mortgage portfolio 

Apart from the estimation of Expected Loss and Risk Weighted Assets for Capital Adequacy’s purposes, the internal credit risk parameters 
(PD and LGD) are further used in:  

 the provisioning procedure carried out by the Finance Division 

 the ICAAP 

 Stress-testing 

 new loans’ risk-based pricing 

 the overall mortgage portfolio quality assessment and monitoring 

 the regular internal reporting to the Board Risk Committee and the Executive Committee of the Bank with regard to the 
mortgage portfolios’ quality as well as in the formulation and implementation of the Bank Strategy by its Senior Management. 

4.5.11. Quantitative information for the portfolio under the IRB approach 

The following tables present information regarding the IRB portfolios as per 31.12.2015 (in € mio): 

Exposures to Corporates (Foundation IRB)  € mio 

PD Band Amount to be weighted
(1)

 Weighted Average Risk 
Weight

(2)
 

Provisions 

0.06%-1.00% 3,004 51.3% - 

1.01%-3.00% 1,501 97.7% - 

3.01%-6.00% 2,207 116.7% - 

6.01%-15% 853 143.5% - 

Over 15% 908 187.5% (132) 

Default
(3)

 6,300 - (4,224) 

Total 14,772  (4,357) 

Mortgage Portfolio (Advanced IRB)     € mio 

PD Band Avg. LGD 
Amount to be 

weighted
(1)

 
Weighted Average 

Risk Weight 
Provisions 

0.18%-1.00% 12.5% 5,174 8.2% (10) 

1.01%-4.50% 13.1% 2,429 28.5% (35) 

4.51%-13.00% 13.2% 1,145 63.0% (56) 

Over 13% 13.2% 1,515 75.9% (244) 

Default 26.3% 4,070 - (1,697) 

Total 16.7% 14,333  (2,042) 

  

Specialized Lending Exposures (Slotting Criteria) € mio 

Risk Rating 
Amount to be weighted

(1)
 Weighted Average Risk 

Weight
(2)

 
Provisions 

Strong 1,809 67.4% - 

<= 2.5 years 174 49.0% - 

over 2.5 years 1,635 69.3% - 

Good 748 85.4% - 

<= 2.5 years 168 70.0% - 

over 2.5 years 581 89.9% - 

Satisfactory 121 114.9% - 

Weak 70 249.3% - 

In Default
(3)

 297 - (224) 

Total 3,045  (224) 
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4.6. Credit Risk Mitigation techniques 

Since 2007, NBG uses a specialized Collateral Management system, both for corporate and retail exposures. The system aims to: 

 Record Bank’s collaterals  

 Establish a connection between loan contract and collateral 

 Assess qualitatively all collaterals 

 Monitor collaterals’ market value and estimate their coverage ratio 

 Provide information to the Branch, the Approval Authority and the Bank in general, regarding each and every obligor’s 
collaterals 

 Retrieve necessary data for the estimation of capital requirements per facility 

 Monitor automatically the obligor’s entire credit risk position  

Collateral Management includes registering, searching, altering and deleting information regarding collaterals. Additionally, the system 
not only provides a large number of control elements, reducing operational risk, but also keeps track of all securities offered to the Bank, 
both those that are currently active and those that matured. As far as valuation is concerned, the system calculates and/or keeps the 
following values per collateral: 

 Value as of input day 

 Current market value (for traded securities, etc.) 

 Security/Guarantee value: this is lower than the Current market value by a fixed proportion which, in turn, is based on the 
collateral’s liquidation feasibility 

 Market value, Tax value, Forced Sale value, Land and Buildings value and Construction Cost for all real estate collaterals. 

In principle, NBG accepts the following credit risk mitigation types (funded and unfunded): 

 Guarantees from: 
o Physical and Legal entities, both from the Private and Public Sector 
o Central governments, Regional governments, local authorities and PSEs 
o Financial institutions 
o The Greek Government and the Hellenic Fund for Entrepreneurship and Development (ETEAN SA) 

 Pledges of 
o Securities (cheques and bills of exchange) 
o Deposits 
o Equity, Mutual funds and Non-tangible securities (bonds, etc.) 
o Claims against Central Government, Public and Private Sector Entities 
o Goods, Exported claims and Leases 
o Letters of Guarantees and Trademarks 
o Claims on Insurance Contracts 
o Claims from Credit Cards’ sales 

 Liens 
o On Real Estate and Ships 

 Other 
o Discounting of Bills of Exchange 
o Cash 
o Receivables 

SME Retail (Advanced IRB)   

PD Band Avg. LGD Avg. CCF 
Amount to be 

weighted
(1)

 
Weighted Average 

Risk Weight
(2)

 
Provisions 

2.00%-4.00% 14.5% 3.9% 154 21.3% - 

4.01%-11.00% 14.4% 5.5% 395 30.1% - 

11.01%-40% 15.1% 13.4% 666 50.8% - 

Over 40% 18.4% 6.0% 228 48.5% (46) 

Default 59.8%  2,345 0.0% (1,784) 

Total 42.9%  3,788  (1,830) 
(1)  

Amount to be weighted is the exposure amount after taking into account credit risk mitigation and credit conversion factors according to 

the Capital requirements regulation and directive –CRD IV and Regulation (EU) No 575/2013.  
(2)

 RWAs are reduced through the application of  SME-supporting factor (article 501 of  Regulation (EU) No 575/2013). 
(3)

 Under the IRB Approach the risk weight for assets in default is zero. 



National Bank of Greece 

Consolidated Pillar III Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

37 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Credit and Counterparty Risk exposures secured by CRDIV eligible credit risk mitigation instruments (collateral and guarantees) as of 

31.12.2015 (in € mio) were as follows: 
 

* Eligible financial collaterals, including volatility adjustments to the exposure 

4.7. Analysis and Reporting 

The two Group Risk Management Units have developed a comprehensive framework of analysis and reporting, in order to provide the 
Bank’s Board Risk Committee, Senior Management, regulatory authorities, the market and investors with consistent quantitative and 
qualitative information. To produce this analysis specialised applications are used, collecting relevant data from the Bank’s and Group’s 
core systems (such as loans and credit limits systems, trading position-keeping systems, collateral management system etc.). The software 
is fully configured to calculate Expected Loss and Risk Weighted Assets for the entire Group according to the regulatory approach chosen 
for each portfolio, in accordance with the current “CRD IV” framework. 

GRCA Division submits regularly and consistently to BoG and to the SSM all required reports pursuant to the current regulatory 
framework. Among others, the following are analysed and reported:  

 Capital requirements and capital adequacy 

 Large exposures and large debtors 

 Leverage 

 Cross border exposures 

 Quality and vintage analysis of the Bank’s and its subsidiaries portfolios 
 
In the same context, the GMORM Division submits to BoG and to the SSM all required reports pursuant to the current regulatory 
framework, on a regular basis. Among others, the following are produced and reported: 
 

 Capital requirements for Market, Counterparty and Operational Risks, on a solo and a Group basis 

 Daily Liquidity Reports pertaining to the Bank’s liabilities, liquidity structure, counterbalancing capacity, as well as subsidiary-
funding 

 Quarterly report of the Bank’s Value at Risk and P&L results for backtesting purposes 

 Sensitivity analysis of the bond and derivative portfolios on a solo and a Group basis 

 Exposures to Financial Institutions 

Exposures to 
Eligible 

financial 
collaterals* 

Other 
eligible 

collaterals 
Guarantees 

Secured by 
Real Estate 

Total 

Central Governments or Central Banks 838 - 260 - 1,098 

Regional Governments or Local Authorities/ 
Public Sector Entities 

10 - 329 - 339 

Institutions 621 - - - 621 

Retail 266 - - - 266 

Secured by mortgages on immovable property - - 1,104 6,697 7,801 

Residential Mortgages (Advanced IRB) - - 1 14,333 14,335 

Corporate (Standardized Approach) 1,053 - 1 - 1,054 

Corporate (Foundation IRB) 302 708 297 3,976 5,282 

SME Retail (Advanced IRB) 42 - 204 1,768 2,014 

Items associated with particularly High Risk 1 - - - 1 

Exposures in default 12 - 56 593 660 

Equity Exposures - - - - - 

Other items - - - - - 

Securitization - - 15 - 15 

Total 3,143 708 2,268 27,367 33,471 
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5. COUNTERPARTY CREDIT RISK 

For the efficient management of counterparty credit risk, the Bank has established a framework of counterparty limits. The GMORM is 
responsible for setting and monitoring these limits. Counterparty limits are based on the credit rating of the financial institutions as well 
as the product type. Credit ratings are provided by internationally recognized rating agencies, in particular Moody’s and Standard & 
Poor’s. According to the Bank’s policy, if the agencies’ evaluations diverge, the lower (worse) credit rating will be considered. The limits’ 
framework is annually revised according to the business needs of the Bank and the prevailing conditions in the international and domestic 
financial markets. A similar limit structure for the management of counterparty credit risk is enforced across all Group’s subsidiaries. 

Counterparty limits apply to all financial Instruments in which the Treasury Division is active in the interbank market. 

The estimation of the exposure to each counterparty depends on the type of the financial product. In the case of money market 
placements, exposure is equal to the face amount of the transaction. In over-the-counter transactions, exposure is calculated based on 
Credit Equivalent Factors, according to the type of the transaction, its maturity, netting and collateralization. 

The Bank seeks to reduce counterparty credit risk by standardizing relationships with counterparties through ISDA and GMRA contracts, 
which encompass all necessary netting and margining clauses. Additionally, for almost all active counterparties, CSAs have been put into 
effect, so that net current exposures are managed through margin accounts on a daily basis through the exchange of cash or debt 
securities used as collateral. 

The current Bank’s rating has already activated the contract clauses against downgrading. Therefore a further expansion of the existing 
margins triggered by the Bank’s rating downgrade is not expected. 

The Bank is not using netting for the underlying of the off balance sheet asset items. 

For capital requirements calculation purposes, the Group calculates the exposure amount by applying the Mark-to-Market (MtM) 
methodology. The process followed includes: 

 Data gathering from various Risk Management systems 

 Performance of quantitative and qualitative checks 

 Application of Mark to Market Method according to the EU Regulation 575/2013, article 274, taking into account the provisions 
of contractual netting as described in articles 295-298 

The following table presents the OTC derivatives exposures of the Bank subject to counterparty credit risk as of 31.12.2015 (€ mio): 

*The sum of exposures with positive value for the Bank. 

**The netting effect is calculated separately for each counterparty. 

In the following table the Credit Default Swaps of the Group, referring to transactions of the Trading Portfolio against Financial 
Institutions, as of 31.12.2015 are presented (€ mio): 

 

 

 

 

 

  

 
Pre-Netting 
Exposure* 

Netting 
effect** 

Post-Netting 
Exposure 

Collateral 
Received (Paid) 

Total exposure 
after netting & 
CSA application 

Contracts under ISDA and CSA (derivatives) 2,401 2,759 (358) (514) 155 

Contracts under ISDA (derivatives) 24 - 24 - 24 

Total 2,425 2,759 (334) (514) 180 

Credit Protection Nominal Value 

Credit Default Swaps 18.3 

of which:  

- Credit Protection bought 18.3 

- Credit Protection sold - 
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Moreover, wrong way risk (wwr) is the risk deriving from the presence of a positive correlation between the probability of default of a 
counterparty and the relative exposure. 

There are 2 categories of wrong way risk:  

 General Wrong Way Risk – arises when the likelihood of default by counterparties is positively correlated with general market 
risk factor.  

 Specific Wrong Way risk – arises when the exposure to a particular counterparty is positively correlated with the PD of the 
counterparty due to the nature of the transactions with the counterparty. 

The policy of the Bank is to avoid taking positions on derivative contracts where the values of the underlying assets are highly correlated 
with the credit quality of the counterparty. 
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6. MARKET RISK 

The regulatory framework permits the use of internal models for the calculation of capital charges against Market Risk of the Trading 
Book. In this context, the Bank received the initial approval for the use of an internal model by the Bank of Greece in July 2003, after a 
thorough examination of both the internal model and the results it produced. In 2005, the Bank of Greece re-evaluated the model, due to 
the replacement of the former risk system by RiskWatch™, created by Algorithmics (currently IBM). The second approval was received in 
October 2005. Additionally, the Internal Audit Division conducts reassessments of the model on a regular basis. The calculation of the 
subsidiaries’ capital requirements is performed with the Standardized Approach. 

The table below presents the market risk capital requirements as of 31.12.2015 (€ mio). 

Market & CVA Risk Capital Requirements  

Issuer specific risk on traded debt instruments 8 

General risk on traded debt instruments in relation with maturity 19 

Duration based approach for general risk on traded debt instruments - 

General risk on equity instruments 2 

Issuer specific risk on equity instruments 2 

Position risk in CIUs, hedge funds, structured products, Gamma & Vega risks and margin 
requirements on derivatives 

4 

Foreign exchange risk 96 

Commodity risk - maturity ladder approach - 

Commodity risk - extended maturity ladder approach - 

Commodity risk - simplified approach 0.01 

Large exposure excess over limit - 

General and specific risk, foreign exchange risk and commodity risk calculated with the 
Internal Model (Value at Risk) 

190 

CVA Risk 17 

Total  338 

Since September 22
nd

, 2005, following a decision by the Board of Directors, RiskWatch™ has been the official system for the calculation of 
the Bank’s capital requirements against Market Risk of the Trading Book. 

The VaR estimates are used both internally as a risk management tool and for regulatory purposes. For risk management purposes, 
GMORM Division calculates VaR on a daily basis for the Bank’s Trading and AFS portfolios and uses 75 exponentially weighted daily 
observations, taking into account equity specific risk. 

For regulatory purposes, according to the EU Regulation 575/2013, the VaR estimates refer only to the Bank’s Trading portfolio, excluding 
equity specific risk and are based on 252 equally weighted daily observations. The regulatory VaR for 2015 (99% confidence interval, 1-day 
holding period) is presented in the table below (€ mio): 

Daily values Total VaR Interest Rate Risk VaR Equity Risk VaR 
Foreign Exchange Risk 

VaR 

31
st

 December 2015 9.7 9.7 0.6 0.9 

Average 5.8 5.4 0.7 1.3 

Maximum 9.8 9.8 1.1 4.3 

Minimum 2.9 2.3 0.1 0.2 

Capital charges for specific risk are calculated with the Standardized Approach. 

The variance-covariance methodology could be summarized as follows: 

1. Collection of transactional data per type of product; 
2. Identification of “risk factors” i.e., variables whose price changes could affect the value of the portfolio. Risk factors considered 

are interest rates, equity indices and foreign exchange rates; 
3. Collection of market data for instruments/positions valuation; 
4. Specification of the confidence interval and the holding period for the VaR calculations at 99% and 1-day, respectively; 
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5. Estimation of the model’s parameters: 

 the variance of each risk factor, from which respective volatilities are derived; 

 the covariance of the risk factors, from which respective correlations are derived; 

 the beta of stocks; 

 the volatility for the estimation of equity specific risk. 
6. Estimation of the VaR per type of risk (interest rate risk, equity risk, foreign exchange risk); 
7. Estimation of Total VaR, taking into consideration the correlation matrix among all risk factors. 

The calculation of the model’s parameters relies on the following statistical assumptions: 

 Returns on individual risk factors follow a normal distribution. 

 Investments payout is considered to be linear. 

Moreover, the GMORM Division calculates Stressed VaR (99%, 1-day) on a daily basis for the Bank’s Trading book. Stressed VaR estimates 
(99%, 1-day) for 2015 are presented in the Table below (€ mio): 

Daily values Stressed Total VaR 
Stressed Interest Rate 

Risk VaR 
Stressed Equity Risk 

VaR 
Stressed Foreign 

Exchange Risk VaR 

31
st

 December 2015 12.9 12.7 0.5 0.6 

Average 9.0 8.3 0.6 1.3 

Maximum 13.5 13.3 1.2 5.5 

Minimum 4.9 4.7 0.1 0.4 

Τhe capital charges for Market Risk are calculated as the sum of the following two amounts: 

 the maximum of: a) the VaR of the previous day, calculated with a 10-days holding period, b) the average VaR of the last 60-
days, using a 10-days holding period and multiplied by a factor(mc), determined by the regulatory authorities and varying 
between three (3) and four (4), 

plus 

 the maximum of: a) the Stressed VaR of the previous day, calculated with a 10-days holding period, b) the average Stressed VaR 
of the last 60-days, using a 10-days holding period and multiplied by a factor (ms), determined by the regulatory authorities and 
varying between three (3) and four (4). 

Lastly, the GMORM Division calculates the VaR for the Bank’s portfolios by applying the Historical Simulation approach, for comparative 
purposes. 

6.1. Stress Testing 

The daily VaR refers to “normal” market conditions. Supplementary analysis is, however, necessary for capturing the potential loss that 
might incur under extreme and unusual conditions in financial markets. Thus, the GMORM Division conducts stress testing on a weekly 
basis, through the application of different stress scenarios on the relevant risk factors (interest rates, equity indices, foreign exchange 
rates). Stress testing is performed on both the Trading and the AFS portfolios, as well as separately on the positions of the Trading Book. 

The scenarios used are shown in the following table: 

Scenario Description    

Interest Rate Risk 

  0 - 3 months 3 months –5 years > 5 years 

1 Parallel Curve shift +200 bps. +200 bps. +200 bps. 

2 Parallel Curve shift -200 bps. -200 bps. -200 bps. 

3 Steepening of the curve 0 bps. +100 bps. +200 bps. 

4 Flattening of the curve +200 bps. +100 bps 0 bps. 

Equity Risk 

 -30% for all indices    

Foreign Exchange Risk 

 EUR depreciation by 30%    
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Stress test analysis is also performed by Finansbank on its Trading and Banking Book, on a monthly basis. The scenarios refer to extreme 
movements of interest and foreign exchange rates and are based on the latest financial crises which have taken place in Turkey. 

6.2. Back testing 

In order to verify the predictive power of the VaR model used for the calculation of Market Risk capital requirements, the Bank conducts 
back-testing on a daily basis.  

In accordance with the EU Regulation 575/2013, the calculations only refer to the Bank’s Trading portfolio and involve the comparison of 
the hypothetical and actual daily profit and loss (P&L) of the portfolio with the respective estimates of the VaR model used for regulatory 
purposes. The hypothetical P&L is the change in the value of the portfolio between days t and t+1, assuming that the portfolio remains 
the same between the two days. In the same context, the actual P&L is the change in the value of the portfolio between days t and t+1, 
including all the transactions that took place in day t+1, excluding fees, commissions and net interest income. 

Any excess of losses over the VAR estimate is reported to the regulatory authorities no later than within five (5) business days. During 
2015, there were no cases in which the back-testing result exceeded the respective VaR calculation. 

Finansbank also performs back testing on a daily basis, on its Trading and Available for Sale portfolios, following a procedure similar to the 
one established by the Bank. During 2015, there were five (5) cases where the back-testing result (loss) exceeded the corresponding VaR 
calculation. 
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7. OPERATIONAL RISK 

The Bank has adopted the Standardized Approach (SA) for the calculation of operational risk regulatory capital requirements, on a solo, as 
well as on a consolidated basis. Under the Standardised Approach, the capital requirement for operational risk is the average, over three 
years, of the risk-weighted relevant indicators calculated each year through the allocation of Gross income to the eight (8) regulatory 
business lines. Revenues accrued from activities that cannot be readily mapped into a particular business line (unallocated), are classified 
to the business line yielding the highest capital risk weight (18%). 
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8. EQUITY EXPOSURES NOT INCLUDED IN THE TRADING BOOK 

Investments in shares of stock and mutual funds not included in the trading portfolio are included in the Available for Sale (AFS) portfolio.  
These investments are held with the intention of achieving capital gains. The AFS investments in shares and mutual funds are initially 
recognized and subsequently measured at fair value.  Initial measurement includes transaction costs.  The fair value of AFS investments in 
shares that are quoted in active markets is determined on the basis of the quoted prices.  For those not quoted in an active market, fair 
value is determined, where possible, using valuation techniques and taking into consideration the particular facts and circumstances of 
the shares’ issuers. The fair value of mutual funds is based on their published price, at each reporting date. The carrying amount of AFS 
equity instruments listed on a Stock Exchange Market equals their market value. The carrying amount as of 31.12.2015 is presented 
below: 

 € mio 

Listed 40 

Not Listed 68 

Mutual Funds 19 

Total 127 

The total amount of realized gains from the disposal of AFS equity instruments and mutual funds for the year 2015 was €4 million. The net 
amount of unrealized gains of AFS equity instruments and mutual funds as at 31 December 2015 was €48 mio after tax. 

The amount of unrealized gains of available-for-sale equity instruments and mutual funds, recognized in reserves as at 31 December 2015 
is included in Common Equity Tier 1 capital (CET1). 
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9. SECURITIZATION 

Between 2008 and 2011, the Bank securitized part of its assets by transferring them to Special Purpose Entities (SPEs), which then issued 
securities backed by those assets. The objective of the Bank was to convert illiquid receivables to “tradable” securities, which can either 
be placed with the market or used as collateral for funding transactions. The Bank has purchased and retained all securities issued by the 
SPEs. Consequently, there has been no material transfer of credit risk. The Bank has not proceeded with any synthetic securitization or re-
securitizations. 

The total outstanding balance of the securitized assets as of 31 December 2015 is €8,166 mio. For more information about securitizations 
please refer to Consolidated Financial Statements Note 21. 

 The outstanding balances of the securities in issue as of 31 December 2015 are: 

Issuer (SPE) Asset Type Issue Date 
Final Maturity 

Date 
Outstanding amount 

(€ mio) 

Titlos Plc Greek State receivables 26-Feb-2009 20-Sep-2039 4,418 

Spiti Plc Class A Residential mortgages 20-Sep-2011 20-Sep-2058 854 

Spiti Plc Class B Residential mortgages 20-Sep-2011 20-Sep-2058 250 

Autokinito Plc Class B Automobile loans 23-Sep-2011 20-Sep-2023 49 

Agorazo Plc Class A Term consumer loans 23-Sep-2011 15-Sep-2033 392 

Agorazo Plc Class B Term consumer loans 23-Sep-2011 15-Sep-2033 413 

The roles that the Bank assumes at the initiation and during the securitization process are: 

 Originator 

 Seller 

 Servicer 

 Arranger 

 Custodian 

 Swap provider 

 Cash Manager 

 Account Bank 

 Subordinated loan provider 

Methodology for risk weightings 

Whenever the Bank invests in securitization positions, it uses the Ratings Based Method of EU Regulation 575/2013 CRR article 261 for 
capital calculation purposes. For the Ratings Based Method, the Bank uses ratings provided by the rating agencies. 

On 31 December 2015 there was no exposure after credit risk mitigation to securitized positions for investment purposes. 
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10. INTEREST RATE RISK IN THE BANKING BOOK 

Interest Rate Risk in the Banking Book (IRRBB) consists of potential impacts arising from changes in interest rates that can affect the 
Bank’s earnings (Net Interest Income) and/or the net present value of assets and liabilities (Economic Value of Equity). 

The main sources of IRRBB are the following: 

 Repricing risk: it arises from timing differences in the maturity (for fixed-rate) and repricing (for floating-rate) of the Group’s 
assets, liabilities and off balance-sheet positions, which can expose the Group's income and underlying economic value to 
unanticipated fluctuations as interest rates vary; 

 Yield curve risk: it arises from unanticipated changes in slope and / or the shape of the yield curve, resulting in adverse effects 
on the Group’s income or underlying economic value; 

 Basis risk: it derives from imperfect correlation in the adjustment of the rates earned and paid on different instruments with 
otherwise similar repricing characteristics; 

 Optionality risk: it occurs when a bank’s customer or counterparty has the right, but not the obligation, to buy, sell, or in some 
manner alter the quantity and / or the timing of cash flows of an instrument or financial contract. 

On a regular basis the Bank measures the IRRBB applying a number of scenarios (parallel shifts, flattening and steepening of the interest 
rate curves) to the net Interest Income and to the Economic Value of Equity  

The interest rate risk is calculated on the basis of the contractual repricing terms, i.e. the next repricing date, if the instrument’s interest 
rate is floating, or its maturity, if the instrument’s rate is fixed. 

The main assumptions made for the calculation of the interest rate risk in the banking book are the following: 

 Saving and Current Accounts: for NBG Greece, maturity is estimated taking into account the stickiness of the deposits, while for 
all other subsidiaries these deposits are mapped in the time bucket “0-1 month”. Furthermore, a partial reaction to market rates 
shocks is adopted; 

 Mortgages: prepayment risk options have not been taken into account; 

 Non-performing loans: they have been treated as “Non-rate sensitive” 

It should be noted that: 

 the sensitivity of the interest income is measured on the basis of an instantaneous shock in the interest rate curve over a period 
of 12 months and excludes assumptions on future changes in the mix of assets and liabilities; 

 the sensitivity of the Economic Value of Equity is measured across the full maturity spectrum of the bank's assets and liabilities. 

The following table reflects the effect of a negative or positive interest rate shock, broken down by the main currencies. 

As of the end of December 2015, the sensitivity of the Net Interest Income to an instantaneous and parallel rate change of -100 bps is -5.9 
€ mio. 

The sensitivity analysis of Net Interest Income for the Banking Book as of 31.12.2015 is presented below: 

 

 

 

 

 

 

 

 

The reduction in the economic value in the event of a 200 bps change in interest rates stayed within the limits of the alert threshold set by 
the prevailing Regulatory provisions (20% of the Regulatory Capital). 

 

Currency 
Net Interest Income Sensitivity 

(change from base scenario) 

(€ mio) 

 

+100 bps -100 bps 

EUR 6.4 -18.6 

USD 14.2 -5.5 

TRY -14 14 

OTHER 3.3 4.2 

TOTAL 9.9 -5.9 
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11. LIQUIDITY RISK 

Liquidity risk is defined as the current or prospective risk to earnings and capital arising from the institution’s inability to meet its liabilities 
when they come due without incurring unacceptable losses. 

It reflects the potential mismatch between incoming and outgoing payments, taking into account unexpected delays in repayments (term 
liquidity risk) or unexpectedly high payment outflows (withdrawal/call risk). Liquidity risk involves both the risk of unexpected increases in 
the cost of funding of the portfolio of assets, and the risk of being unable to liquidate a position in a timely manner on reasonable terms. 

The Bank’s executive and senior management have the responsibility to implement the liquidity risk strategy approved by the Board Risk 
Committee (“BRC”) and to develop the policies, methodologies and procedures for identifying, measuring, monitoring and controlling 
liquidity risk, consistent with the nature and complexity of the relevant activities. The Bank’s executive and senior management is 
informed on a daily basis about current liquidity risk exposures ensuring that the Group’s liquidity risk profile stays within approved levels. 
In addition, the Bank’s Management receives a liquidity report on a daily basis, which presents a detailed analysis of the Group’s funding 
sources and counterbalancing capacity. Moreover, the Asset Liability Committee (“ALCO”) monitors the gap in maturities between assets 
and liabilities as well as the Bank’s funding requirements based on various assumptions, including conditions that might have an adverse 
impact on the Bank’s ability to liquidate investments and trading positions and its ability to access the capital markets. On a long term 
perspective, the Loans-to-Deposits ratio is monitored, which as of December 31st 2015, stood at 90.1% and 91.1%, on a domestic 
(Greece) and a Group level respectively. 

Since liquidity risk management seeks to ensure that the respective risk of the Group is measured properly and is maintained within 
acceptable levels then, even under adverse conditions, the Group must have access to funds necessary to cover customer needs, 
maturing liabilities and other capital needs by maintaining the appropriate counterbalancing capacity to ensure the above. 

The Bank’s principal sources of liquidity are its deposit base, Eurosystem funding in the form of repurchase agreements with the ECB and 
through the Emergency Liquidity Assistance (ELA) mechanism and long term debt. ECB funding is collateralized mainly by EFSF/ESM bonds 
received from HFSF, whereas ELA funding is collateralized mainly by notes issued by the Bank and guaranteed by the Hellenic Republic, in 
the context of the Bank’s participation in the Hellenic Republic Bank Support Plan, as well as by Greek government bonds, T-Bills and 
loans. 

During the first half of 2015, the structure of the Bank’s liquidity position has changed substantially. The reasons for this change were the 
economic turbulence and the uncertainty in the Greek banking sector that was caused by the ongoing negotiations between the Greek 
government and the Institutions. More specifically, the Bank faced significant deposit outflows of around EUR 9 billion, as well as the 
cancellation of about EUR 3.6 billion of repurchase agreements with financial institutions. This in turn caused an increased dependence on 
Eurosystem funding and a commensurate deterioration of the Bank’s counterbalancing capacity. Furthermore, ECB lifted the waiver on 
accepting notes issued or guaranteed by the Hellenic Republic as collateral for repurchase agreements, which forced the Bank to cover its 
increasing funding shortfall through the Emergency Liquidity Assistance (ELA) mechanism. In the height of the liquidity crisis, on June 29

th
 

2015 due to the termination of the negotiations and ECB’s decision to freeze the level of ELA, Greek authorities imposed capital controls, 
in order to prevent a widespread bank run and to preserve the sustainability of the Greek banking system. Moreover, on July 7

th
 2015, 

ECB raised the haircuts on the notes issued or guaranteed by the Hellenic Republic, which subsequently further lowered the Bank’s buffer 
for ELA refinancing. In order to mitigate all the above developments, the Bank’s Eurosystem funding increased in the first half of the year 
by EUR 13.3 billion and reached EUR 27.6 billion. However, even at that point, the Bank retained adequate buffer of ELA eligible collateral, 
of around EUR 5.5 billion, in order to cover further outflows. 

During the second half of 2015, while the capital controls remained in force, the liquidity position of the Bank was improved. Eurosystem 
funding was reduced by about EUR 3.5 billion and ELA funding decreased by about EUR 6 billion. The main driver for these developments 
was the Bank’s successful share capital increase that was completed in December 2015. The Bank not only enhanced its capital base, but 
also increased the amount of its ECB eligible collateral by receiving an amount of EUR 2.7 billion of ESM bonds, under the Bond Loan 
Program. Additionally, the Bank further reduced its liabilities through the Liability Management exercise (LME), by replacing all of its long-
term debt, except for the covered bonds, with equity. Finally, the Bank’s liquidity profile was further strengthened by a moderate increase 
of about EUR 1 billion in its customer deposits and by further deleveraging. In this context, on December 31

st
 2015, the ECB funding stood 

at EUR 12.53 billion, while ELA funding was EUR 11.5 billion, amounting to a total exposure to the Eurosystem of EUR 24.03 billion, 
whereas the Bank’s liquidity buffer stood comfortably at EUR 8.44 billion. 

As far as the Group’s subsidiaries are concerned, they are mostly self-funded, except from Banca Romaneasca, which receives around EUR 
450 million from the Bank, through interbank transactions. 

  



National Bank of Greece 

Consolidated Pillar III Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

48 

12. ASSET ENCUMBRANCE 

12.1. Information on importance of encumbrance 

As at 31 December 2015, the Group and the Bank have the following main types of encumbrance for funding purposes with the 

Eurosystem, other central banks and financial institutions: 

• trading and investment debt securities,  

• loans and advances to customers, 

• covered bonds backed with mortgage loans,  

• floating rate notes issued under the government-guaranteed borrowing facility provided by Law 3723/2008 (pillar II) and 
held by the Bank, 

• Greek government bonds obtained from public Debt Management Agency under the provisions of Law 3723/2008 (pillar III), 
collateralized with customer loans. 

In addition to the items presented above, as at 31 December 2015, the Group and the Bank have pledged an amount of EUR 323 million 
included in due from banks with respect to a guarantee for the non-payment risk of the Hellenic Republic, as well as Hellenic Republic 
Treasury bills of EUR 181 million for trade finance purposes. 

Relating to the funding from Eurosystem as of 31 December 2015, ECB funding (including MRPs/TLTROs) was collateralized mainly by EFSF 
and ESM bonds received from HFSF and loans and advances to customers and trading and investment debt securities, while ELA funding 
was collateralized mainly by notes issued by the Bank and guaranteed by the Hellenic Republic in the context of the Bank’s participation in 
the Hellenic Republic Bank Support Plan (Pillar II & III), covered bonds, loans and advances to customers and trading and investment debt 
securities.  

Please also refer to chapter 11, LIQUIDITY RISK. 

The encumbered and unencumbered assets, at Group level, as of 31 December 2015, based on the requirement of CRR and related 
Guideline issued by the EBA, is set out below (amounts in € mio): 

 Assets 

31 December 2015 

 
Carrying amount of 
encumbered assets 

Fair value of 
encumbered assets 

Carrying amount of 
unencumbered assets 

Fair value of 
unencumbered assets 

Equity instruments -  108 85 

Debt securities 14,314 13,916 2,367 2,404 

Other assets 29,229  62,750  

 Collateral received 

Fair value of encumbered collateral received or own debt securities issued 

Equity instruments - 

Debt securities - 

Other assets 517 

Own debt securities issued other than own covered bonds or ABSs 9,675 

 Encumbered assets/collateral received and associated liabilities 

31 December 2015 

 
Matching liabilities, 

contingent liabilities or 
securities lent 

Assets, collateral 
received and own debt 
securities issued other 

than covered bonds and 
ABSs encumbered 

Carrying amount of selected 
financial liabilities 

32,386 53,735 
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13. REMUNERATION POLICIES AND PRACTICES 

The Bank is committed to an integrated Human Resources Management Policy and hence, has introduced procedures and has taken 
necessary measures in order to describe the general framework and basic principles for determining the remuneration of all employees 
working in the Bank and the Group. The governance arrangements and decision making process regarding the remuneration policy are 
presented in the following paragraphs.  

13.1. The proportionality principle 

The Bank applies the provisions of the current regulatory remuneration framework in a way and to the extent that is appropriate to its 
size, internal organization, nature, scope and complexity of its activities. In particular, the Bank aims to match the Remuneration Policy 
and practices with the individual risk profile, risk appetite and strategy of the Bank and its Group. 

In order to apply the proportionality principle, the following criteria are taken into consideration:  

1.  Τhe size of the Bank, particularly relating to the value of its assets and liabilities, its exposure to risk, the level of its regulatory own 
funds, as well as the number of staff and branches of the Bank. 

2.  Τhe internal organization of the Bank, its listing on regulated markets, the use of internal methods for the measurement of capital 
requirements and its corporate goals; and 

3.  Τhe nature, scope and complexity of its business activities and in particular, the type of its business activities, its Group dimension 
and activity on an international level, its extended customer base and variety of the type of clients, the portion of High Risk clients 
and/or activities over the total of clients and/or activities, the relative risks, the complexity of its products and contracts, etc. 

13.2. Human Resources and Remuneration Committee 

The Human Resources and Remuneration Committee (HRRC) was established by a Board decision (meeting no. 1259/5.5.2005) in order to 
provide assistance to the Bank’s Board of Directors regarding the attraction, retention and development of staff of high personal and 
professional morals, the development of an objective evaluation and fair reward framework, the establishment and maintenance of a 
cohesive value and motivation system aiming at the human resources development of the Bank and the Group and the alignment of the 
Bank’s and the Group’s remuneration policy and the relevant procedures to the legal and regulatory framework. In particular, the 
Committee ensures the adoption on behalf of the Bank of an accurate, well documented and transparent remuneration policy, which shall 
be consistent with the business strategy, the profile and the risk appetite of the Bank and shall not encourage excessive risk-taking.  The 
main responsibilities of the HRRC include the following: 

 preparing the Remuneration Policy of employees, Management and Board members of the Bank and Group Companies, as well 
as calling the Board to review regularly, and at least annually, the Group Remuneration Policy with particular focus on the 
impact and incentives created by risk, capital and liquidity management. The Committee shall recommend to the Board 
corrective measures on issues that arise during the regular review. 

 monitoring regularly the implementation of Group Remuneration Policy on the basis of a relevant report by the HR General 
Manager, and submitting proposals to the Board when necessary. The Committee shall cooperate with other committees of the 
Board and with the Risk Management, Compliance and Corporate Governance, Internal Audit, HR and Strategic Planning 
Divisions, as well as with external experts, whenever required; 

 recommending to the Board the total level of annual variable remuneration (bonuses) at the Bank and the Group as well as the 
adoption of a new or modification of the existing long-term motivation program related to granting shares, according to the 
remuneration policy; 

 recommending to the Board: a) the remuneration of the CEO and; b) following proposal by the CEO, the remuneration of the 
executive directors, senior executives and highest paid employees of the Bank, according to the remuneration policy; Such 
remuneration should reflect the powers, duties, expertise and responsibilities of the persons indicated under a) and b). In 
fulfilling the said duty, the Committee should pay particular attention to the impact of its decisions on risk profile and 
management. 

 consulting with the Audit Committee on the approval of the remuneration of the Head of Internal Audit, and directly supervising 
the remuneration of top executives in the Group Risk Management and Compliance and Corporate Governance Divisions; and 

 reviewing regularly the remuneration policy for the Board’s non-executive members (including the Board Chairman), and 
submitting proposals to the Board regarding the annual remuneration determined for the non-executive Board members, which 
is then submitted for approval to NBG Annual General Meeting of Shareholders. 

The Committee is governed by a Functioning Regulation (Charter), which has been reviewed following a proposal by the Corporate 
Governance and Nomination Committee in order to incorporate Law 4261/2014 (CRD IV). The Charter in force was approved by the Board 
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on November 18, 2014, while it is being further reviewed according to the provisions of the revised Relationship Framework Agreement 
between the Bank and the HFSF, which was signed in December 2015. 

The Committee consists of at least three members of the Board, which should not exceed 40% (rounded to the nearest whole number) of 
total Board members. All members of the Committee are non-executive Directors, while the majority of the members (including the 
Chairman) are independent Directors, as per the independency definition included in the Corporate Governance Code. Among the 
members of the Committee, there are individuals with experience in the financial sector, while at least one member has sufficient 
expertise, knowledge and professional experience in risk management and audit, in order to contribute to the alignment of remuneration 
to the risk and capital profile of the Bank.  

Furthermore, pursuant to Greek Law 3864/2010 and the Presubscription Agreement dated 28 May 2012, as amended and restated on 21 
December 2012, the HFSF appointed Mr. Charalampos Makkas as its representative on the Bank’s Board. The HFSF representative 
participates in Board Committees, including the Human Resources and Remuneration Committee. 

The Committee is comprised of the following members:  

Human Resources and Remuneration Committee 

Chair Spiridon Theodoropoulos 

Member Louka Katseli 

Member  Dimitrios Afendoulis 

Member  Petros Sabatacakis 

Member Charalampos Makkas 

 During 2015, the Committee convened four times. Its members receive compensation for their participation. 

 During 2015, the Committee worked on issues concerning the implementation of the NBG Group Remuneration Policy, as well 
as on human resources issues, within its responsibilities. Indicatively, the Committee approved the Board of Directors and 
Committee members’ remuneration for the fiscal year 2014 and determined the remuneration of the Chairman, the CEO, 
Deputy CEOs and of the non-executive members of the Board until the Annual General Meeting of 2016. Finally, among others, 
the Committee dealt with the contracts, renewals, promotions and appointments of General Managers and Assistant General 
Managers of the Bank. 

 Detailed information regarding the responsibilities, the composition and the operation of the HRRC of the Bank’s Board is 
available in the Bank’s website (www.nbg.gr - section: The Group / Corporate Governance / Board of Directors / Committees), 
as well as in the Group and the Bank’s Annual Financial Reports, as a part of the Board’s Corporate Governance Statement. 

13.3. Remuneration Policy  

The Bank’s Remuneration Policy was adopted by the Board, following the recommendation of the Board’s Human Resources and 
Remuneration Committee (the “HRRC”), in accordance with the BoG GA 2650/19.01.2012. The remuneration policy is consistent with the 
Bank's business strategy, risk profile and risk appetite and discourages excessive and short-term risk taking. The Policy is also in 
accordance with the recommendations of European statutory bodies and international best practices. Furthermore, it is noted that 
following the adoption of Directive 2013/36/EU and Regulation (EU) No 575/2013 of the European Parliament and of the Council (CRD IV 
and CRR), as well as according to the EBA guidelines issued in December 2015 which are applicable from January 2017, during 2016 the 
Bank shall take all necessary adjustment actions required. 

Within a Group context, the Bank oversees the remuneration policies and practices, in order to ensure that irrespective of the type of 
sector in which each Group company operates, the principles set at a Group level are followed. The Remuneration Policy has been 
forwarded to the Group companies in order for them to adopt a Remuneration Policy taking the Bank’s Remuneration Policy as a guide 
and giving consideration to the respective applicable local regulatory framework, as well as the nature, scale and complexity of their 
activities. Based on the above and in connection with the variety of business models inside the Group, some Group companies apply more 
sophisticated policies or practices in fulfilling their regulatory requirements, while others meet these requirements in a simpler or less 
burdensome way.  

13.4. Other relevant stakeholders/ Units 

The Remuneration Policy is elaborated with the assistance of the Human Resources, Risk Management and Compliance and Corporate 
Governance Units, in accordance with their respective responsibilities. With the assistance of the aforementioned Units, the Policy is 
reassessed and reviewed. The implementation of the Remuneration Policy is subject to central and independent internal control carried 
out at least on an annual basis by the Internal Audit Division. 

The implementation of the Policy is assigned to the Human Resources Unit, while the Group Compliance and Corporate Governance Unit 
reassures the compliance of the Policy and the remuneration practices of the Bank and the Group with the relevant regulatory framework 
and international best practices. 
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External experts may participate in the development and periodical review of the Remuneration Policy, whenever the Board sees fit. 
However, during 2015 no such external expert advice was sought. 

13.5. Remuneration Policy Governance 

The Bank’s and the Group’s remuneration policy governance is depicted in the following diagram: 

 

Divisions of the Bank involved in the design and implementation of the remuneration policy: 

 

 

Audits on Remuneration Policy implementation: 

 

13.6. Main characteristics of the remuneration system of the Bank according to the Bank’s Remuneration Policy  

Even though the Remuneration Policy provides for the Bank’s right to award variable remuneration, during 2015 no variable remuneration 
was awarded, also due to the Bank’s participation in the Hellenic Republic’s Bank Support Plan and according to Law 3723/2008. 

Regarding share options in particular, no options were granted in 2015. 

Furthermore, pursuant to Laws 3723/2008 (article 1 §3d) and 3864/2010 (article 10 §2b), the representatives of the Greek Government 
and the HFSF, who participate in the Bank’s Board, also have veto powers on any Board decision relating to the dividend policy and the 
compensation of the Board’s Chairman, the CEO, other members of the Board, as well as the General Managers and their Deputies. 

The basic principles and the most important design characteristics of the remuneration system of the Bank, which are aligned with 
applicable labor legislation, Collective Labor Agreements and Business Collective Labor Agreements, as well as relevant guidelines of the 
supervisory authorities, are described below. 

13.6.1. Remuneration structure  

Total remuneration may include fixed (such as salary) as well as variable payments or benefits (such as bonus, share options etc). 

In any case, total remuneration is composed primarily of fixed payments, while the fixed and variable components of total remuneration 
are balanced to an appropriate ratio, which is within the limits determined by Law 4261/2014 (CRD IV). 

13.6.2. Criteria used for determining variable remuneration  

For determining variable remuneration, if awarded, the following are taken into account: 

Board of Directors

•Approves or reviews the Group Remuneration Policy, following relevant recommendation by the 
Human Resources and Remuneration Committee

•Oversees the implementation and periodic review of the Remuneration Policy and its general 
principles 

•Ensures that the implementation of the Remuneration Policy and procedures are subject to central 
and independent audit and review at least annually

Human Resources 
and Remuneration 
Committee

•Recommends the adoption or review of the Group Remuneration Policy

•Is responsible for updating of the Policy and ensuring compliance of the Bank 
and the Group with the provisions of the Remuneration Policy

Group Compliance 
and Corporate 

Governance 
Division

Group Human 
Resources 

Division

Group Risk 
Control & 

Architecture 
Division

Group Market & 
Operational 

Risk 
Management 

Division

Economic 
Analysis 
Division

Business 
Processes 
Division

Respective Divisions / Units of the Group

Group Internal Audit Division Internal Audit Units of the Group Companies 
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 the assessment of the performance (individual and collective), which is set in a multi-year framework sufficient to indicate real 
performance, not only under financially measurable criteria but also under qualitative criteria, including, but not limited to, 
knowledge of the field of work, managerial skills, efficiency and general professional conduct, level of interest in and 
contribution to the work produced, compliance with the Bank’s policies etc. 

 the risks linked to such performance over a longer time horizon, 

 the overall financial standing of the Bank and the Group, 

 the market conditions and the long-term business targets of the Bank and the Group (including risks and the cost of capital). 

Any deficiencies or shortcomings as regards a staff member’s failure to comply with the procedures and the Policy of the Bank/Group 
cannot be offset by achievement of targets. 

13.6.3. Risk alignment of remuneration 

Members of the Board of Directors and Senior Management, officers participating in decisions related to the assumption of risk, as well as 
other individuals whose professional activities have a material impact on the risk profile of the Bank and the Group Companies, shall not 
be provided with any incentive to undertake excessive risk, nor shall they be rewarded for undertaking any risks that may exceed the 
business decisions of the Bank/Group.  

When bonuses are awarded, the Bank places emphasis on effecting payment not by means of a pure up-front cash payment, but rather by 
alternative means (such as shares) and in installments (Deferred Bonus Pool), considering performance and risks linked to such 
performance over a longer time horizon.  

13.7. Adjustment / deferral / claw back of variable remuneration  

The Bank may defer payment from the approved total bonus pool for as long as it sees fit or may suspend, entirely or in part, the payoff of 
variable remuneration, if specific ratios (such as capital adequacy, liquidity etc.) are not met or if the financial situation of the Bank/Group 
has deteriorated significantly. 

Without prejudice to the provisions of labor law, the Bank shall reclaim any bonus paid if, following such payment, it is discovered that the 
performance for which the bonus was offered derived from practices that are irregular or inconsistent with the general principles 
described in the Remuneration Policy. 

13.8. Payment / vesting 

According to the Remuneration Policy, variable remuneration is paid or vested, including any deferred part, only if it is sustainable in 
terms of the aggregate financial situation of the Bank and/or the Group companies, and justified on the basis of a) the financial results of 
the Bank and/or any Group company and b) the performance of the business unit involved, as well as the individual staff member 
concerned.  

13.9. Remuneration of senior management 

The remuneration of Senior Management is approved by the Board, following the recommendation of the HRRC. In particular, their 
salaries are determined annually or as provided for under the terms of their relevant contracts, taking into account the salaries of peers in 
the Greek and international banking and other sectors, as well as the Bank’s financial position, risks undertaken and supervisory 
indicators. 

The remuneration of Senior Management in the Risk, Compliance and Internal Audit Units shall not be related to the performance of the 
business units controlled. The Committee directly oversees the remuneration of top executives in the Group Risk Management and 
Compliance Divisions. 

13.10. Directors’ Remuneration 

The Board develops the proposal to the General Meeting of Shareholders on the remuneration of its members for their board services. 
This proposal is developed based on the proposal of the Human Resources and Remuneration Committee and according to the Bank’s 
Remuneration Policy, the regulations of the HRRC and the Corporate Governance and Nomination Committee of the Bank’s Board, the 
Bank’s Corporate Governance Code, as well as industry best practices, in a way that adequately reflects the time and effort they are 
expected to contribute to the work of the Board, while at the same time promoting efficiency of the Board. 

Remuneration of the Board’s Chairman and the CEO are determined by non-executive members of the Board. 

The salaries of the Chairman, the CEO and Board members are determined annually or as provided for under the terms of their relevant 
contracts, taking into account the salaries of peers in the Greek and international banking and other sectors, as well as the Bank’s financial 
position, risks undertaken and supervisory indicators. 
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The remuneration of non-executive members of the Board shall be linked to factors such as their general responsibilities and the time 
they devote to carrying out their duties, but not to the short-term results of the Bank/Group and shall not include bonuses. 

The Annual Ordinary General Meeting of the Bank’s shareholders approves the remuneration of the Chairman of the Board, the CEO, the 
Deputy CEOs and non-executive Directors, as well as their remuneration in their capacity as members of the Bank’s Audit, Corporate 
Governance & Nominations, Human Resources & Remuneration, Risk Management, and Strategy Committees for the previous financial 
year, pursuant to article 24, par. 2 of the Companies Act (Law 2190/1920) and determines their respective remuneration through to the 
next Annual General Meeting. 

The remuneration received by the Chairman of the Board, the executive and non-executive Directors for the year 2015, due to their 
relationship with the Bank, and the compensation they received for their participation in the Board and Board Committees’ meetings (as 
well as the individual attendance of each member of the Board in these meetings) have already been published in the Bank’s Annual 
Financial Report for the annual period ended December 31

st
, 2015, as part of the Board’s Annual Report, which is available in the Bank’s 

website (www.nbg.gr - section: The Group / Investor Relations / Financial Information / Annual and interim financial statements ).  

During 2015, no variable remuneration has been granted to the Chairman of the Board and the executive Directors, while the 
remuneration of the non-executive Directors does not include bonuses according to the Bank’s Remuneration Policy. 

13.11. Aggregate Quantitative Information on remuneration 

The total remuneration of the Bank’s staff awarded in year 2015, broken down by business area, as well as the remuneration of senior 
management and staff members whose professional activities have a material impact on the Bank’s risk profile, in accordance with the 
provisions of Regulation (EU) No. 604/2014, is presented in the tables below, as obtained from the data on the Bank and Group staff at 
the end of the reporting year. 

Furthermore, tables are cited concerning the relevant remuneration on a consolidated basis for the most significant companies of the 
Group in the financial sector. 

Specifically, in the following two tables the aggregated quantitative information on remuneration for the financial year 2015 is presented, 
broken down by business area, on an individual and consolidated basis respectively (amounts in € mio): 

 

NBG STAFF TOTAL REMUNERATION (all staff) 

Business Areas 
Total staff per         
business area 

Total annual fixed 
remuneration per 

business area                   
(€ mio) 

Total annual variable 
remuneration per 

business area               
(€ mio) 

BoD members 12 1.69 0.00 

Investment Banking 238 11.55 0.00 

Retail Banking 7,301 240.46 0.00 

Asset Management 50 2.05 0.00 

Corporate functions 2,252 90.66 0.00 

Independent control functions 280 12.29 0.00 

All other 304 11.69 0.00 

Total 10,437 370.39 0.00 

 

NBG GROUP STAFF TOTAL REMUNERATION (all staff) 

Business Areas 
Total staff per         
business area 

Total fixed  
remuneration awarded 

in year 2015 per  
business area (€ mio) 

Total variable 
remuneration awarded 

in year 2015 per 
business area (€ mio) 

BoD members 71 15.62 1.96 

Investment Banking 493 21.98 0.28 
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Retail Banking 13,145 315.44 7.17 

Asset Management 181 8.86 0.42 

Corporate Functions  3,853 123.27 2.48 

Independent control functions 939 27.31 0.78 

All other 12,578 192.55 18.88 

Total 31,260 705.03 31.97 

 

In the following two tables the aggregated quantitative information on remuneration for the financial year 2015 is presented concerning 
the staff falling within the scope of Regulation (EU) No. 604/2014 whose professional activities have a material impact on the Bank’s risk 
profile, on an individual and consolidated basis respectively (amounts in € mio): 

NBG TOTAL ANNUAL FIXED , VARIABLE REMUNERATION AND SEVERANCE PAYMENTS 

 
Amounts in € mio 

  

Senior Management 

Other staff members whose 
professional activities have a 

material impact on the Bank’s risk 
profile 

I. Number of staff falling within the 
scope Regulation (EU) No. 604/2014 

41 127 

II. Total fixed remuneration 17.50 

III. Total variable remuneration of which: - 

   III.1 variable in cash - 

   III.2 variable in shares and share-linked 
instruments 

- 

   III.3. variable in other types 
instruments 

- 

IV. Total amount of variable 
remuneration awarded in year 2014 
which has been deferred, of which: 

- 

   IV.1. deferred variable in cash  - 

   IV.2. deferred variable in shares and 
share-linked instruments 

- 

   IV.3. deferred variable in other types 
of instruments 

- 

V. Article 450 h (iii) CRR - total amount 
of outstanding deferred variable 
remuneration awarded in previous 
periods and not in year 2014  

- 
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VI. Total amount of explicit ex post 
performance adjustment applied in year 
2014 for previously awarded 
remuneration 

- 

VII. Number of beneficiaries of 
guaranteed variable remuneration (new 
sign-on payments)  

- 

VIII. Total amount of guaranteed 
variable remuneration (new sign - on 
payments) 

- 

IX. Number of beneficiaries of severance 
payments  

- 

X. Total amount of severance payments 
paid in year 2014 

- 

XI. Article 450 h(v)-Highest severance 
payment to a single person in year 2014 

- 

XII. Number of beneficiaries of 
contributions to discretionary pension 
benefits in year 2014  

- 

XIII. Total amount of contributions to 
discretionary pension benefits in year 
2014 

- 

XIV. Total amount of variable 
remuneration awarded for multi-year 
periods under programs which are not 
revolved annually 

- 

 

 

NBG GROUP TOTAL ANNUAL FIXED , VARIABLE REMUNERATION AND SEVERANCE PAYMENTS 

 

Amounts in € mio 
  

Senior Management 

Other staff members whose 
professional activities have a 

material impact on the Bank’s risk 
profile 

I. Number of staff falling within the 
scope Regulation (EU) No. 604/2014 

342 809 

II. Total fixed remuneration 73.53 

III. Total variable remuneration of which:  9.83 

   III.1 variable in cash 9.83 
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   III.2 variable in shares and share-linked 
instruments 

0 

   III.3. variable in other types 
instruments 

0 

IV. Total amount of variable 
remuneration awarded in year 2014 
which has been deferred, of which: 

1.88 

   IV.1. deferred variable in cash 1.88 

   IV.2. deferred variable in shares and 
share-linked instruments 

0 

   IV.3. deferred variable in other types of 
instruments 

0 

V. Article 450 h (iii) CRR - total amount of 
outstanding deferred variable 
remuneration awarded in previous 
periods and not in year 2014 

0.42 

VI. Total amount of explicit ex post 
performance adjustment applied in year 
2014 for previously awarded 
remuneration 

0 

VII. Number of beneficiaries of 
guaranteed variable remuneration (new 
sign-on payments)  

0 

VIII. Total amount of guaranteed 
variable remuneration (new sign - on 
payments) 

0 

IX. Number of beneficiaries of severance 
payments  

28 

X. Total amount of severance payments 
paid in year 2014 

0.28 

XI. Article 450 h(v)-Highest severance 
payment to a single person in year 2014 

0.11 

XII. Number of beneficiaries of 
contributions to discretionary pension 
benefits in year 2014  

5 

XIII. Total amount of contributions to 
discretionary pension benefits in year 
2014 

0.083 
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XIV. Total amount of variable 
remuneration awarded for multi-year 
periods under programs which are not 
revolved annually 

0 

 

Furthermore, it is noted that, at the Bank, no individuals remunerated with more than EUR 1 million are occupied. 

In the following table, data is presented regarding individuals that are staff of NBG Group companies and in the year 2015, they were 
remunerated with more than EUR 1 million, per payment band: 

Amounts in € mio 

Payment bands 
Number of 
individuals 

Total fixed 
remuneration 

Total variable 
remuneration 

Total amount of deferred 
variable remuneration 

1,000 – 1,499      

1,500 – 1,999     

2,000 – 2,499     

2,500 – 2,999 1 2.34 0.26 0.23 

3,000 – 3,499 1 2.70 0.77 0.68 

3,500 – 3,999     

4,000 – 4,499     

4,500 – 4,999     

5,000 – 5,999 1 4.33 0.86 0.77 

 




