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The English language version of this report is a free translation from the original, which was prepared in Spanish. All
possible care has been taken, to ensure that the translation is an accurate presentation of the original. However, in all
matters of interpretation, views or opinion expressed in the original language version of the document in Spanish take
precedence over the translation.

2

1.

Introduction ......................................................................................................................... 4

2.

Total eligible capital and transitional arrangements for IFRS9 ................................... 6

3.

Capital requirements information .................................................................................... 9

4.

Risk weighted assets flow statements ........................................................................... 12

5.

Leverage Ratio .................................................................................................................. 14

6.

Liquidity Coverage Ratio ................................................................................................. 15

3

1. Introduction
As of September, 30, 2018, BBVA has a CET 1 fully loaded capital ratio of 11.34% calculated
by applying the shareholders remuneration’s policy announced by BBVA Group; and 11.15%
calculated according to article 5 of Decision (EU) 2015/656 of the ECB which implies the
application of the nominal pay-out of 2017 to the interim profit to be included in the capital
ratios. Both ratios are above the capital requirements set by the Regulator in its SREP letter
and systemic buffers applicable for BBVA Group in 2018.
Article 13 of Regulation (EU) No. 575/2013 of the European Parliament and of the Council as
of June 26th, 2013, (hereinafter, "CRR"), states that parent entities of the European Union are
subject, on a consolidated basis, to the disclosure requirements under Part Eighth of CRR.
The following report discloses the prudential information of BBVA Group on a consolidated
basis as of September 30, 2018. This report has been prepared in accordance with the
requirements set in Part Eighth of the CRR, as well as with those applicable guidelines
published by the European Banking Authority. In this regard, underlining the following:


Guidelines on materiality, proprietary and confidentiality and on disclosure frequency
under articles 432 (1), 432 (2) and 433 of Regulation (EU) Nº 575/2013
(EBA/GL/2014/14). These Guidelines detail the process and the criteria to be followed
regarding the principles of materiality, proprietary information, confidentiality and the
right to omit information. Additionally, they also provide guidance for institutions to
assess the need to disclose information more frequently than annually. These
guidelines were adopted by the Executive Committee of Bank of Spain in February
2015.



Guidelines on disclosure requirements under Part Eighth of Regulation (EU) Nº
575/2013 (EBA/GL/2016/11). These guidelines provide orientation and standardised
formats on the information that entities are required to disclose pursuant to the
relevant Part Eight Articles. These guidelines were adopted by the Executive
Committee of Bank of Spain in October 2017.



Guidelines on LCR disclosure to complement the disclosure of liquidity risk
management under Article 435 of Regulation (EU) Nº 575/2013 (EBA/GL/2017/01).
These guidelines specify the general framework for the disclosure of risk management
information under Article 435 of Regulation (EU) Nº 575/2013 in relation to liquidity
risk, setting out a harmonised structure for the disclosure of the information required
by Article 435(1) of the Regulation. These guidelines were adopted by the Executive
Committee of Bank of Spain in July 2017.

Regarding the new IFRS9 accounting standards that came into force in January 2018, and in
accordance with the standards listed in the Regulation (EU) 2017/2395 (which details article
473 bis of Regulation (EU) Nº 575/2013), BBVA has decided to apply the transitional
arrangements which allow the mitigation of the impact that the introduction of IFRS9 may
have on the equity. During this transitional period, information will be reported with and
without the impact of transitional arrangements for IFRS9 or analogous ECLs. On this regard,
EBA has published guidelines specifying the uniform format to be used for the disclosure of
the information required during the transitional period (EBA/GL/2018/01). These guidelines
were adopted by the Executive Committee of Bank of Spain in February 2018.
In this report, the phased-in capital ratios in September 2018 are taking into account the
transitional arrangements for IFRS9, while fully loaded capital ratios include the full impact of
this new accounting regulation.
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2. Total eligible capital
arrangements for IFRS9

and

transitional

In accordance with EBA guidelines (EBA/GL/2018/01), the table below shows a summary of
regulatory own funds, main capital ratios and leverage ratio with and without the application
of transitional arrangements for IFRS9 or analogous ECLs as of September 30, 2018, June 30,
2018 and March 31, 2018:

TABLE 1. IFRS9-FL: Comparison of institutions’ own funds and capital and
leverage ratios with and without the application of transitional arrangements for
IFRS9 or analogous ECLs

(*)

The application of article 5 of Decision (EU) 2015/656 of the European Central Bank of 4 February, 2015, implies
the inclusion of a dividend of €2,142 million which is the outcome of applying the pay-out ratio of 2017 to the interim
profits of September 30, 2018, instead of €1,476 million that reflects the shareholders remuneration's policy
announced by BBVA Group.
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The table below shows the amount of total eligible capital, net of deductions, for the different
items of the capital base as of September 30, 2018, June 30, 2018, March 31, 2018 and
December 31, 2017, in accordance with the disclosure requirements for information relating
to transitional capital set out in Regulation (EU) Nº 1423/2013 of the Commission dated on
December 20, 2013:

TABLE 2. Amount of capital

(1)

As of September, 30, 2018, the main difference between phased-in ratio and fully-loaded ratio is based in the
transitory treatment of the IFRS9 Impact, to whom BBVA Group has adhered voluntarily (in accordance with Article
473 bis CRR)
(*)

The application of article 5 of Decision (EU) 2015/656 of the European Central Bank of 4 February 2015, results on
a dividend of €2,142 million euro to be deducted from the amount of profits which corresponds to the dividend
calculated on the basis of 2017 pay-out ratio as of September 30, 2018, instead of €1,476 million euro that reflects
the policy announced by BBVA Group.

From June, 30, 2018, BBVA's CET1 ratio increased by 50bps, mainly attributed to the sale of
BBVA Chile. Excluding this effect, the ratio has remained stable, supported by the organic
generation of capital which neutralized the adverse market situation produced by, among
others, the negative foreign currency volatility.
Additionally, the transfer of BBVA real estate business in Spain to Cerberus is estimated to
have no material impact on the ratios. Also note that the measures activated at the local level
by the Turkish regulator and supervisor (BRSA) in the quarter have no impact on the Group at
a consolidated level.
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Regarding capital issues, the group carried out in September a new issuance of contingent
convertible bonds (CoCo’s) for an amount of EUR 1,000 million which will compute as AT1
once received the authorization from the regulator with an impact of approximately +30 bps
on the fully loaded Tier1 ratio. Lastly, the group received authorization from the regulator to
compute the subordinated debt issued in May of USD 300 million as Tier 2 capital with a
positive impact of 8 bps in the fully loaded ratio.
The main difference between phased-in and fully loaded ratios arises from the transitional
treatment on the impact of IFRS9. In this context, the European Parliament and the European
Commission have established transitional arrangements that are voluntary for institutions,
adapting the impact of IFRS9 on their capital ratios. BBVA Group has informed the Supervisor
body of its adherence to this arrangement.
Total capital ratio is above the requirements stablished by the regulator in its SREP letter and
the systemic buffers applicable in 2018 for BBVA Group.
Risk-Weighted Assets (RWA) has decreased in approximately EUR 13,800 million, mostly due
to the sale of BBVA Chile and the depreciation of the currencies against the euro (mainly, the
Turkish lira).
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3. Capital requirements information
The third part of the CRR sets out the capital requirements, in accordance with Basel III
framework, as well as techniques for calculating the different minimum regulatory capital
ratios.
The table below presents a breakdown of the RWA and the minimum capital requirements by
risk type as of September 30, 2018, June 30, 2018, March 31, 2018 and December 31,
2017. Securitisation (standardised and internal approach) and equity are included.

TABLE 3. Capital requirements by risk type and exposure class

(1)

Risk-weighted assets according to the transitional period (phased-in)

(2)

Multiplied by 8% of RWAs

9

A summary of RWAs and capital requirements broken down by risk type and calculation
approach is shown below:

TABLE 4. EU OV1 – Overview of RWAs

(1)

Risk-weighted assets according to the transitional period (phased-in).

(2)

Multiplied by 8% of RWAs.

(3)

Deferred tax assets arising from temporary differences, which are not deducted from own funds (subject to a risk
weight of 250%) are excluded, in accordance with Article 48.4 CRR. This amount is up to 6.2 and 7.0 billion at
September 30, 2018 and June 30, 2018, respectively.
(4)

Significant investments in financial sector entities and insurers that are not deducted from eligible own funds
(subject to a risk weight of 250%) are excluded, in accordance with Article 48.4 CRR. This amount rises to 6.4 and 6.6
billion as at September 30, 2018 and June 30, 2018, respectively.
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The chart below shows the total Risk weighted assets broken down by risk type as of
September 30, 2018:

CHART 1. Breakdown of RWAs by risk type

(**) Credit Risk includes Risk by CVA adjustment
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4. Risk weighted assets flow statements
The following tables show the main variations in terms of RWA for credit risk by standardised
and IRB approach (excluding equity and securitisation), for each quarter, between December
31, 2017, and September 30, 2018:

TABLE 5. EU CR8 – RWA flow statements of credit risk exposures under the IRB
Approach

TABLE 6 – RWA flow statements of credit and counterparty credit risk exposures
under the standardised approach
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The table below shows the variations for each quarter, between December 31, 2017, and
September 30, 2018 RWA by market risk - advanced measurement approach:

TABLE 7. EU MR2 B – RWA flow statement of market risk exposures under IMA
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5. Leverage Ratio
The table below shows a breakdown of the items that set the leverage ratio as of September
30, 2018, June 30, 2018, March 31, 2018 and December 31, 2017:

TABLE 8. LRSum – Summary reconciliation of accounting assets and leverage
ratio exposures

(1)

This corresponds to off-balance sheet exposure after application of the conversion factors obtained in accordance
with Article 429, paragraph 10 of the CRR.
(*)

The application of article 5 of Decision (EU) 2015/656 of the European Central Bank of 4 February, 2015, implies
the inclusion of a dividend of €2,142 million which is the outcome of applying the pay-out ratio of 2017 to the interim
profits of September 30, 2018, instead of €1,476 million that reflects the shareholders remuneration's policy
announced by BBVA Group.

Among the activities included in the Group’s regulatory reporting a monthly measurement and
control of the leverage ratio is carried out by assessing and monitoring this measurement in its
more restrictive version (fully loaded), to ensure that leverage remains far from the minimum
levels (which could be considered risk levels), without undermining the return on investment.
The estimates and the development of the leverage ratio are reported on a regular basis to
different governing bodies and committees to guarantee an adequate control of the entity’s
level of leverage and ongoing monitoring of the main capital indicators.
In line with the risk appetite framework and structural risk management, the Group proceeds
by establishing limits and operational measures to achieve a sustainable development and
growth of the balance sheet, maintaining at all times acceptable levels of risk. This can be seen
in the fact that the regulatory level of leverage itself is well above the minimum required levels
Leverage ratio has shown an increase of 20 bps since June 2018 as result of the sale of BBVA
Chile.
As of September 2018, this ratio is comfortably above the minimum requirement of 3%. The
leverage ratio reflects the nature of the business model that is geared towards the retail
sector.
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6. Liquidity Coverage Ratio
Regarding LCR, BBVA Group has maintained a liquidity buffer at both consolidated and
individual level during the third quarter of 2018, which has allowed it to maintain a stable LCR
and beyond 100%, standing at 127% as of September 2018 on a consolidated basis.
Although this requirement is only established at Group level and banks in the Eurozone, the
minimum level required is widely exceeded in all the subsidiaries. It should be noted that the
Consolidated LCR does not assume the transfer of liquidity between the subsidiaries so; no
excess of liquidity is transferred from these entities abroad to the consolidated ratio. If the
impact of these highly liquid assets is considered to be excluded, the LCR would be 145% that
means 18% above the current level.
Pursuant to Article 435 of Regulation (EU) Nº 575/2013, LCR calculated as simple averages of
observations made at the end of each month over the twelve previous months, starting in
September 2017, rises to 127%. Liquidity buffer amounts to €87,426 million and total cash
outflows to €68,802 million. No transfer of liquidity is assumed between subsidiaries, and
therefore no excess liquidity is transferred from the entities abroad to the consolidated figures.
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