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Global Banks: Complex 
challenges and 
compelling 
opportunities

Following the turmoil in the financial sector in March this year, the banking sector has 
regained some of the confidence of investors. Since the end of Q1 STOXX Europe 600 
banks (+18%) have outperformed the other regions in USD terms. However, S&P 500 
banks (+16%) and APAC banks (represented by the Bloomberg APAC Banks Index, 
+11%) have also performed well. 

Although they are sector peers, banks operate in contrasting economic and regulatory 
environments as well as in fundamentally different regions. It should also be noted that 
the relevant APAC banks are not only spread across more countries with more 
heterogeneous economic developments than their U.S. and European counterparts, 
but as a result the respective central bank policies sometimes diverge sharply, i.e.
PBoC and BoJ in accommodative mode versus the rest of the APAC central banks in 
or at the end of their respective tightening cycles.

To provide a clearer picture of the underlying factors, we dissect the European, U.S. 
and APAC banking sectors in this Special. 

In the medium term we continue to favour European banks over their U.S. peers but 
note that investors willing to look beyond the short-term headwinds may find 
interesting opportunities in the U.S. – given the advanced pricing of downside. We also 
highlight potentially rewarding diversification opportunities in APAC countries, such 
as India and Japan.
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Key takeaways

• Global banks: Heterogenous sector with some global features and many regional
differences.

• European banks: Advantages due to years of tight regulation, a solid capital base,
sound liquidity and strong earnings dynamics.

• Large U.S. banks: Strong balance sheets to weather challenging macro
environment, muted outlook for earnings.

• Regional U.S. banks: Difficult environment largely in the price, low valuations
reflecting limited secular earnings potential.

• APAC banks: An even more mixed bag, exciting opportunities in India, a special
situation in Japan, limited upside potential in China and Australia.
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Figure 1: NTM EPS growth of banks in selected indices

Source: Refinitiv Datastream, Deutsche Bank AG. Data as of July 14, 2023.
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Our preference for European banks over U.S. banks is based on 
our assessment of better capitalisation; more favourable
deposit, credit and earnings dynamics; established and 
extensive regulation, especially for small and mid-sized banks, 
which unlike in the U.S. are already subject to the same 
standards as their larger peers; and lower credit exposure to the 
commercial real estate sector, whose subsegments face 
structural headwinds. 

Despite these attributes, European banks are trading at lower 
valuations. While European banks have price-to-earnings (P/E) 
ratios of 6.7x, as measured by expected earnings over the next 
12 months, their U.S. and Asian peers are valued at earnings 
multiples of 9.6x and 7.3x respectively. In addition, STOXX 600 
banks offer the most attractive dividend yield of 7.2%, 
complemented by a 4% buyback yield.

In recent years, European banks and regulators have made 
great efforts to increase financial stability. Banks have built 
capital, deleveraged, reduced credit risk, and improved liquidity. 
In addition, earnings dynamics have strengthened, fuelled by 
the end of the zero-interest rate environment. Accordingly, 
European banks may have the best fundamentals in their 
history. It is little surprise then that European institutions have 
performed well in the Fed’s and the European Banking 
Authority’s (EBA) recent stress tests (UK banks also showed 
strong resilience in the BoE stress test) and enter the upcoming 
final stages of Basel III implementation (also known as Basel IV) 
on a strong footing. The new regime, which involves 
standardising the determination of capital and liquidity 
requirements, will take effect in 2025, with the phase-in period 
lasting until the end of 2030. Although the tightening of 
standards is expected to reduce Common Equity Tier 1 (CET1) 
capital by nearly 100 bps by 2025, according to banks, and by 
250 bps by 2028, according to the EBA, the changes appear to 
be quite feasible for European banks. Listed institutions have 
large capital buffers, averaging more than 400 bps above the 
minimum requirements. These are well supported by earnings, 
which are expected to generate more than 200 bps of capital 
annually in 2023 and 2024. Hence, increasingly stringent 
requirements are unlikely to affect banks’ ability to return capital 
to shareholders in the coming years.

In addition, commercial real estate (CRE), whose office and 
retail segments have come under pressure due to the 
digitisation trends of e-commerce and working-from-home as 
well as higher interest rates, represents only a low risk for 
European banks. CRE loans account for less than 10% of loan 
books and are evenly distributed across all banks – in contrast to 
the U.S., where CRE loans are mainly found at small and 
medium-sized institutions. 

Last but not least, this year marks the end of the eight-year 
build-up phase of the Single Resolution Fund (SRF), an 
emergency fund designed to finance restructuring in the event 
of a bank failure. The SRF is part of the Single Resolution 

Mechanism (SRM) and contributes to the financial stability of 
the Banking Union. In 2023, European banks will pay 
EUR11.3bn into the SRF, which will then reach its target size of 
just under EUR78bn, or 1% of covered deposits. Conversely, the 
end of the build-up phase also means that credit institutions will 
incur a good EUR10bn less in costs from 2024, which should 
benefit earnings in the coming year.

In terms of the broader earnings backdrop, recent data painted 
a favourable picture for Q2. Net interest income (NII) is on track 
to grow slightly more than 3% in Q2 2023 compared to the 
previous quarter. Compared to the same month last year, 
margins on existing loans increased by an average of 36% in 
April due to higher interest rates. Given the more expensive 
financing conditions for customers, loan growth weakened but 
remained solid, increasing 3.5% YoY in April. Deposits grew 
moderately by 1.6% YoY. However, the increase was mainly due 
to rising time deposits, which entail higher funding costs for 
banks. Overall, however, the pass-through of higher policy rates 
to customers (deposit beta) has not yet accelerated significantly, 
indicating that there is sufficient liquidity in the system as banks 
have not entered a bidding war. Currently, banks pass on about 
30% of the key interest rate to their customers, while the 
historical average is about 40%. While there may be some 
headwinds to banks' funding costs following the repayment of 
targeted longer-term refinancing operations (TLTROs) on June 
28, the liquidity coverage ratio (LCR), which measures the 
extent to which estimated outflows in a 30-day stress scenario 
are covered by high-quality liquid assets, is expected to be more 
than 35 ppts above the minimum requirement of 100%, 
providing little evidence of urgent and thus costly liquidity 
building needs. Given our expectations of a robust economy and 
the absence of a recession, credit growth should continue at 
moderate levels while deposits stagnate, and loan loss 
provisions decline in 2024 as headwinds from inflation and 
higher interest rates ease. In addition, the ECB is likely to raise 
its deposit rate to 4% towards the end of this year, providing 
ample headroom for NII growth. NII may therefore peak only 
later this year, with aggregate NII in 2024 exceeding the current 
year's level. On a less encouraging note, investment banking 
revenues are expected to remain subdued due to a 
normalisation of the strong trading segment, which had 
benefited from increased volatility in previous quarters.

The P/E of 6.7x based on expected next-twelve-month (NTM) 
earnings and its discount of almost 50% to the overall market 
seems attractive. STOXX 600 banks offer the highest expected 
dividend yield among all European sectors at 7.2%, 
complemented by a buyback yield of around 4%. Given the 
stable fundamentals and economic environment, shareholder 
returns should remain in double digits, totaling more than 30% 
for the period from 2023 to 2025. In addition, given the low 
share prices, the buybacks are likely to lead to a significant 
reduction in the number of shares, which should have a 
noticeable impact on future EPS.

02 European Banks: Our favourites
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There seems to be little wrong with the current fundamentals of 
the major U.S. banks. On June 28, the Fed announced the 
results of its annual bank stress tests. All 23 participating 
lenders passed the test, which exposed banks' balance sheets to 
a simulated severe recession. The negative shock included 
unemployment rising to 10% and commercial and residential 
real estate prices falling 40% and 38% respectively. Potential 
losses totalled USD541bn, with the bulk coming from defaults 
on credit cards, commercial and industrial loans, and 
mortgages. Commercial real estate (CRE) losses totalled 12%, 
illustrating their relatively low significance for large U.S. banks. 
Despite the large aggregate losses, the average common equity 
tier 1 (CET1) ratio would fall only 2.3 ppts to 10.1%, 0.4, 0.1, and 
0.3 ppt less than in the previous 3 years. The smaller decline is 
due in part to higher interest rates, which, unlike in the 
preceding years, leaving room for policy rate cuts that would in 
turn support banks’ securities portfolios. Despite the 
encouraging results, which imply lower capital requirements and 
could free up capacity for buybacks and dividends, the major 
banks may decide to remain disciplined and continue to expand 
their capital ratios, much to the chagrin of shareholders.

Currently, the capital requirement for large banks consists of 
several components: of a minimum CET1 of 4.5% which is 
identical for all banks, supplemented by the Stress Capital 
Buffer (SCB) and a surcharge for Global Systemically Important 
Banks (G-SIB). While the SCB is equal to the annual stress test 
capital requirement but at least 2.5%, some banks are close to 
moving up into the G-SIB category as their balance sheets have 
grown, leading to higher surcharges. 

In addition, the so-called Basel III endgame, the final 
implementation of the Basel III standards was proposed by bank 
regulators this July. It includes standardized and more extensive 
approaches for determining risk-weighted assets (RWA), which 
indicate how much capital banks must back various transactions 
with to reflect or absorb the respective risk. The result: rising 
capital requirements. According to estimates, these are set to 
rise by an average of 16% for U.S. banks, whereby large banks 
could be more affected with an increase of 19% than small and 
medium-sized institutions. This corresponds to higher CET1 
requirements of up to about 250 bps for large banks. While 
large banks have added an average of about 100 bps of CET1 
annually over the past 5 years, the routine appears to be more 
challenging given the current economic slowdown and could 
lead to lower or even temporary suspension of buybacks. In 
addition to mitigation risk and building capital, banks could also 
reduce RWAs by shedding less profitable businesses, which in 
turn would weigh on overall revenues and earnings. This 
proposal is still being discussed in the financial industry until the 
end of November, before being successively implemented 
between July 2025 and July 2028.

Last but not least, according to a proposal made in May, the 
Federal Deposit Insurance Corp (FDIC) intends to recoup 

USD15.8bn in losses incurred due to the March bank run by 
charging an additional 0.125% annually for two years on 
uninsured deposits of more than USD5bn. If the proposed rule 
goes into effect, it could create a low-single-digit EPS headwind 
for large banks starting in June 2024.

In terms of the operating environment, competition for deposits 
has increased and is likely to continue as large amounts of 
Treasury bills are issued, related to the replenishment of the 
Treasury General Account (TGA), and money market funds keep 
absorbing liquidity. Since the end of Q1 2023, total deposits at 
large U.S. banks have declined by about 2%. To maintain 
liquidity, banks are raising deposit rates. However, as the Fed 
nears the end of its rate hike cycle and loan growth slows, banks 
are losing their ability to offset the rising funding costs, which 
ultimately impacts their net interest margins (NIM). Net interest 
income (NII) may have contracted by nearly 5% from the 
previous quarter, with downside risks if deposit betas, the share 
of the policy rate that banks pass on to customers, have 
increased more than expected. Estimates point to a nearly 10% 
decline in EPS if the cumulative deposit beta for 2023 were to 
rise to 50% from the current expectation of about 40%. Non-
interest-bearing deposits, which have already declined in recent 
quarters but remain at high levels, point to further room for 
outflows and/or rising funding costs for banks. Furthermore, 
loan growth is levelling off with only credit card volumes 
standing in the way of a decline as loan demand slows and 
banks become more selective in choosing their borrowers due to 
more expensive funding and default probabilities that are 
normalising from low levels along with non-performing loans 
and loan loss provisions. Last but not least, investment banking 
(IB) revenues and fees remain strained by the high interest rate 
environment and subsiding volatility which harms trading. 
Median revenues across IB segments (equity trading, FICC and 
fees) are expected to be down 20% YoY in Q2.

Valuations are attractive but may be deceptive. The S&P 500 
Banks Index trades at 9.6x expected next-twelve-months (NTM) 
earnings, nearly 17% below the median valuation of the sector 
over the past 20 years. The discount to the broader market is a 
whopping 48%, nearly 25 ppts higher than has been typical in 
the past. However, given the macroeconomic as well as 
regulatory headwinds, and eroding fundamentals, large U.S. 
banks may lack a catalyst for a quick recovery. Instead, the road 
to new highs could be slow and bumpy, as hurdles will 
(probably) have to be overcome step by step.

03 Uncertainty weighing on the large U.S. 
Banks
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In March stress in the U.S. regional banking sector sent the 
KWB Regional Bank Index tumbling to a YTD-low of -31% in 
mid-May. Since then, the index has bounced but it still trades 
significantly below pre-March levels. From here we think that 
the sector should continue to trade sideways as there are no 
positive catalysts in sight and investors remain concerned about 
higher deposit costs, the banks’ exposure to commercial real 
estate (CRE) as well as stricter regulation. Against the backdrop 
of rock-bottom valuations, the sector looks attractive, though. 

Deposit runs were the biggest concerns for investors in March 
following reports about deposit rotations from regional to 
systemically important financial institutions (SIFI), which are 
generally perceived as less risky. Indeed, initially Fed data 
showed large deposit outflows at smaller banks. However, in 
recent weeks outflows have slowed significantly and regional 
banks say that they have turned out to be lower than feared. 

Still, regional banks have found it more difficult to retain 
deposits as the environment has become much more 
competitive. Hence the regionals are paying higher interest 
rates and offering more attractive service fees, which weighs on 
profitability. During Q1 earnings calls and intra-quarter updates 
almost all regional banks guided to higher deposit betas and 
analysts expect the average bank to report a beta in the low 50% 
region in the upcoming earnings season. This compares to only 
35% in Q1. Together with higher cost promotions the rise in 
deposit betas could lead to the largest quarterly increase in 
deposit costs to date at 80 bps for the average bank. Net 
interest margins (NIM) are consequently expected to decline by 
roughly 20-25 bps to 3.25-3.2% in Q2 from 3.45% in Q1 and 
3.55% in Q4 2022. 

There are certainly risks that banks could guide to even higher 
deposit betas during Q2 reporting calls as some companies 
want to showcase their ability to grow deposits and try to attract 
asset inflows via aggressive promotions. Hence it is unlikely that 
the upcoming reporting season will provide a meaningful boost 
to investor sentiment. However, we think that the worst could be 
over for the decline in NIMs. While deposit costs should rise 
further through 2023, the pace of increases will decline from 
here and consequently the quarterly decline in NIMs should 
peak in Q2 too. 

This is based on the assumptions that the Fed is nearing the end 
of its hiking cycle and that the largest part of the rotation from 
non-interest-bearing deposits (NIB) to higher rate 
products/accounts has already taken place. Since the beginning 
of the year assets in NIB deposits at U.S. banks (including large 
caps) have declined by almost 20% to USD4tn. Most of the 
companies and private clients that were looking to move to 
interest-bearing deposits have done so by now. 

Along with higher deposit costs another headwind for regional 
banks comes from moderating loan demand. However, Fed data 
shows that demand is holding up so far. During the second 
quarter loans given out by small banks increased at an 
annualised rate of almost 9% YoY, which is higher than the 6% 

reported in Q1. By contrast, loan growth at large banks has 
decreased at a rate of -0.3% so far during Q2, driven by a 
decline in commercial & industrial (-3.7%) and commercial real 
estate loans (-3.1%). With the growth cycle slowing we expect 
the banks to improve credit quality and reduce bank lending to 
build liquidity. Banks have guided for loan growth in the mid-
single-digit range, which could be a touch too high.

The banks’ lending to commercial real estate has been an 
increasing focus of investors, who have become more 
concerned about the segment, and these banks have begun to 
provide more detailed disclosure on CRE exposure. Investors’ 
interest is understandable as the CRE segment is challenged by 
higher interest rates and borrowing costs and higher vacancy 
rates following a structural shift towards remote working. 
Concerns have been fuelled by headlines about defaults of large 
real estate firms and fire sales at large discounts to appraisals. 
Small and medium-sized banks are disproportionately exposed 
to the CRE sector. Out of the USD3.6tn of CRE loans 
outstanding, banks account for USD2.2tn. Banks with assets of 
less than USD250bn are responsible for 80% and banks with 
assets of less than USD100bn hold 43% of these loans. 

So far, however, regional banks have said that losses from CRE 
have been limited. Nevertheless, banks expect headwinds to 
build and plan to reduce exposure to the segment, particularly to 
offices. For investors it should be a relief to see that on average 
only 4% of total CRE loans are due within the next 9 months. 
Debtors of these loans are particularly challenged amid the rise 
in interest rates and with many banks less willing to make new 
CRE loans. We also highlight that delinquency rates on CRE 
loans have remained very low so far at 0.7%. This compares to a 
long-term average of 3.3% and peak rates of almost 9% during 
the GFC. However, we do not want to downplay the risks around 
CRE which are certainly real, but we argue that the risks are 
concentrated at specific banks and depend on office and 
regional factors. For example, high-rise office buildings in San 
Francisco, Los Angeles or Manhattan have higher vacancy rates 
because these cities are more affected by working-from-home 
trends and layoffs in the IT sector. Meanwhile, the same office 
segment is doing well in cities like Miami or Tampa which have 
seen their populations grow over the past years. 

Additionally, regulation is expected to become stricter for larger 
regional banks in the foreseeable future as regulators propose 
to broaden some capital rules making them also mandatory for 
banks that have assets of USD100bn and more. Importantly, the 
proposal does not change any requirements for banks with 
fewer assets. 

For banks that would become subject to the new regulation 
there are two key changes: 

1) They must consider unrealized gains and losses from 
available-for-sale securities when calculating their regulatory 
capital ratios. So far, this is only mandatory for the largest banks 
with assets of more than USD700bn or an international 
business. 

04 Regional U.S. banks: Difficult 
environment largely in the price
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2) Banks would need to expand the calculations of risk weighted 
assets by a second method that also considers banks’ 
operational risks. 

While it is early days to estimate the effects for regional banks it 
seems clear that they will build capital in the coming years. This 
could weigh on profitability. However, given the reform is not 
becoming fully effective in the next couple of years, the 
immediate impact should be limited. 

To be clear here, we think that tighter regulation will strengthen 
regional banks in the long term.

In summary, there is not much to get excited about in regional 
banks. On the flip side we think that at current valuations a lot of 
pessimism is already in the price. The median regional bank 
trades at 1.1x tangible book value. This compares to a historical 
valuation range of 1.8-2.0x. On average, the implied cost of 
equity, calculated by dividing the returns on tangible equity by 
P/B, stands at 14.4%, which is very elevated compared to typical 
levels of 8-9%. Hence although risks remain elevated, we think 
rather than underweighting the sector, a neutral stance is 
warranted due to its low valuation. However, we do not believe 
that the sector will outperform in H2. 

Since March 22, the trough of the recent banking turmoil, APAC 
banks have gained around 5% including dividends (in USD terms, 
as of July 11), led by Indian and Japanese institutions (around 
+13% each), while Australian banks have been almost flat at 
around 3% and Chinese banks lagging at -5%. On a historical 
comparison, the average valuation of APAC banking stocks looks 
undemanding, with both the next 12 months (NTM) P/E ratio of 
7,3x and the NTM P/B ratio of 0.7x trading around 10% and 6% 
below their 10-year median, respectively. Furthermore, on 
average APAC banks offer investors an expected dividend yield 
of 4.2% – almost double the broad APAC equity average.

In terms of market capitalisation, the APAC banking sector is 
dominated by Chinese (37%), Indian (17%), Australian (14%), and 
Japanese (12%) banks, accounting for a combined 80% of the 
sector’s total market cap and representing 70% of the current 55 
listings. Thus, a differentiated look at the banking landscape in 
these major countries could provide investors with important 
clues for future investment decisions.

Since the beginning of the year, Chinese banks have been in the 
midst of the country’s reopening of economic and social life. 
While significant loan growth in the first quarter was mainly 
driven by strong frontloaded financing of infrastructure projects 
and seasonality, loan and credit growth during the second 
quarter slowed to 9.3% YoY in June.

After the People's Bank of China (PBoC) cut its benchmark one-
and five-year loan prime rates (LPRs) in June, many analysts 
expect another small LPR cut of 10 bps in the second half of the 
year. To create further room for lending rate cuts, going forward 
Beijing may allow its commercial banks to lower deposit rates, 
which are an important source of funding.

Recently, Chinese banks have been weighed down by concerns 
about growing risks from rising non-performing loans from the 
troubled real estate sector, shrinking NIMs, and their exposure to 
Local Government Financing Vehicles (LGFVs) – investment 
companies mainly financing infrastructure projects for local 
governments.

Against the backdrop of shrinking margins and subdued loan 
growth, earnings expectations for the sector have been revised 
down by -0.7% for 2023 and by -1% for 2024 during the last 
three months. The industry's NTM P/E ratio is now below 4x and 
the P/B ratio is below 0.5x, more than 30% and 45% below their 
respective 10-year medians. This makes the valuation of Chinese 
banks the lowest among major APAC banks. While low valuations 
are fuelling hopes for upside in Chinese bank stocks, some 
analysts warn of a further correction as high exposure to local 
government debt might further hurt earnings growth through 
shrinking profit margins, putting more pressure on capital 
formation and dividend payouts.

After a weak first quarter, Indian banks performed in line with the 
rally in Indian equities in the second quarter, fuelled by strong 
foreign investment inflows. In its latest June report, S&P Global 
Ratings upgraded its country risk assessment of the Indian 
banking industry from Group 6 to Group 5, with Group 1 
representing the lowest risk and Group 10 the highest risk 
country banking systems. Going forward, the rating agency 
expects the Indian banking system to maintain its solid 
performance.

India's credit growth appears to have stabilised at a high 15.4% 
YoY in June, after posting a decade high of 17.4% as of mid-
December last year. Going forward, credit growth is expected to 
remain strong, supported by improving macroeconomic 
developments and an investment cycle that is gaining 
momentum on the back of strong public infrastructure 
investment and both domestic and foreign private fixed asset 
investment as India is seen as one of the main beneficiaries of 
multinationals’ supply chain diversification.

Supported by a faster pass-through of rising interest rates to 
lending versus deposit rates, Indian banks reported a significant 
improvement in NIMs as the higher proportion of floating rate 
loans against predominantly fixed rates deposits allowed them to 
efficiently price in RBI’s rate hikes. With RBI’s hiking cycle 
nearing its end and banks focusing on improving deposit 
mobilisation, NIMs are expected to compress to around 3% in the 
current fiscal year (FY) 2024, from an estimated average of 
around 3.2% in FY 2023. However, declining borrowing costs on 
the back of continued good asset quality should help support the 
overall profitability of the Indian banking sector. 

Over the past three months, earnings estimates for Indian banks 
have been downgraded by -0.2% for 2023 and -0.6% for 2024, 
bringing expected NTM earnings growth to 14.2%, or 1.5 times 
the average of regional peers (9.0%). The valuation of Indian 
banks is significantly higher than the regional average on both 
NTM P/E (15.9x vs. 7.3x) and NTM P/B (2.4x vs. 0.7x). However, 
from a historical perspective, Indian bank valuations appear less

05 APAC Banks
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demanding, with both ratios around 13% and 7% below their 
respective 10-year medians. While the recent strong rally in 
Indian banks could trigger a near-term consolidation, we believe 
that they remain attractive for medium-term investors as they 
should benefit from India's strong structural growth potential.

In the second quarter, Japanese banks not only outperformed 
their regional peers in APAC (except for Indian banks), but also 
the broader Japanese equity market by more than four 
percentage points. Speculation that the Bank of Japan (BoJ) 
would widen or abolish its Yield Curve Control (YCC), the 
permissible range of long-term interest rate fluctuations, led to 
buying in anticipation of an improving earnings environment for 
Japanese banks. At its meeting in late July, the BoJ promised 
greater flexibility in its YCC by announcing that it would 
purchase 10-year Japanese government bonds at a yield of 
1.0% each business day in fixed rate operations, effectively 
widening the tolerance band of the YCC by a further 50 basis 
points to 1.0%. In addition, preliminary lending and deposit 
trends for May showed that total lending by banks and credit 
unions increased by 3.4% YoY. This was not only the third 
consecutive month of growth, but also the highest level since 
March 2009 (excluding the Covid pandemic period). An increase 
in corporate demand for credit amid rising inflation and negative 
real interest rates raises expectations of rising bank profits 
going forward. 

Accordingly, over the past three months, expected earnings for 
Japanese banks have been upgraded by 5.2% for 2023 and 
3.9% for 2024, the largest upgrades among major APAC banks. 
With expected NTM earnings growth of 10.3%, Japanese banks 
currently trade at 9.8x their NTM earnings, which is around 10% 
above their 10-year median and above the APAC average of 
7.3x, making Japanese bank stocks potentially less attractive. 
However, with domestic credit growth at the upper end of the 
20-year range and the BoJ undertaking tiny steps of policy 
normalization, the business outlook for the Japanese banking 
sector looks favourable, underpinning earnings forecasts for the 
major banks, which analysts expect to be in line with a return on 

equity of around 6%.

On the back of growing recession fears, expected earnings for 
Australian banks have been revised downwards over the past 
three months, by a good 6% for the fiscal year starting in July 
2023 and almost 5% for FY2024. Though growth in housing 
loans jumped to almost 6% YoY in May, mortgages remain 
sensitive to interest rate rises, and low transaction levels 
suggest that homeowners are in no hurry to sell at lower prices, 
which are influenced by median household borrowing capacity. 
To be sure, Australian banks have largely removed rebates on 
mortgage refinancing, which has improved the overall 
profitability of the home loan business. However, according to 
analysts, after months of intense competition, interest margins 
on current new home loans are likely to be 20-35 basis points 
below those on older mortgages. With high levels of rollovers of 
existing mortgages expected in the future, pressure on 
Australian banks’ funding margins may persist for the time 
being. Furthermore, annualised business loan growth fell to just 
over 5% in May from almost 13% in April, likely reflecting lower 
planned investments in anticipation of slowing growth 
momentum.

In the FY 2023, bank deposit growth of Australian banks rose by 
6% year-on-year because of higher interest rates and a 
correspondingly higher demand for deposits. However, with the 
average peak deposit rate for Australia's larger banks rising to 
4.5% in May (from 1.1% a year earlier), the pressure on their net 
interest margins and earnings expectations has increased 
markedly. Should expected NTM earnings growth – now at -4% 
– turn out to be still too elevated, upside potential for Australia’s 
banking stocks might be limited going forward. With an NTM 
P/E ratio at 9.8x and an NTM P/B ratio at 1.4x, valuations of 
Australian banks are valued roughly in line with their 10y-
median.

Figure 2: NTM P/E ratio of banks in selected 
indices
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Glossary

Asia-Pacific (APAC) is the part of the world near the western Pacific Ocean. The Asia-Pacific region includes countries in East Asia, 
Southeast Asia, and Oceania that border the Pacific Ocean.

The Bank of England (BoE) is the UK central bank. 

The Bank of Japan (BoJ) is the central bank of Japan.

Basel IV is a proposed standard on capital reserves for banks.

Common Equity Tier 1 (CET1) is a component of Tier 1 capital that is primarily common stock held by a bank or other financial 
institution.

Commercial real estate (CRE) are properties that is primarily used to conduct business and provide income to the property owner.

The European Banking Authority (EBA) is an independent EU Authority regulatory agency across the European banking sector.

Earnings per share (EPS) are calculated as a companies' net income minus dividends of preferred stock all divided by the total 
number of shares outstanding. 

The European Central Bank (ECB) is the central bank for the Eurozone.

The Eurozone is formed of 20 European Union member states that have adopted the euro as their common currency and sole legal 
tender. 

EUR is the currency code for the euro, the currency of the Eurozone. 

The Federal Deposit Insurance Corporation (FDIC) is an independent agency created by Congress to maintain stability and public 
confidence in the nation's financial system.

A regulated clearing organization that deals with the confirmation, settlement, and delivery of fixed-income assets in the United 
States is known by the name Fixed Income Clearing Corporation (FICC).

Banks above a cut-off score are identified as G-SIBs and are allocated to buckets that will be used to determine their higher loss 
absorbency requirement.

In order to guarantee that financial institutions can continue to meet short-term obligations, the liquidity coverage ratio (LCR) refers 
to the percentage of highly liquid assets held by those institutions. 

NTM stands for next twelve months in the context of earnings and thus price/earnings ratios.

The People’s Bank of China (PBoC) is the central bank of the People's Republic of China.

Price/book (P/B) ratios measure a company's share price relative to its tangible assets.

Price/earnings (P/E) ratios measure a company's current share price relative to its per-share earnings. In this context, LTM refers to 
last twelve months' earnings.

Recovery and Resilience Plan (RRP or in Italian PNRR) is Italy's investment and reform plan for recovery from the Covid-19 
emergency approved by the EU. 

Risk-weighted assets (RWA) is a term used to determine minimum capital bank need to keep as reserve to reduce the risk of 
insolvency.

The Stoxx Europe 600 includes 600 companies across 18 European Union countries.

A systemically important financial institution (SIFI) is a bank, insurance company, or other financial institution whose failure might 
trigger a financial crisis.

The Single Resolution Fund (SRF) is an emergency fund that can be called upon in times of crisis.
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Glossary

The single resolution mechanism (SRM) is a central institution for bank resolution in the EU, and one of the main components of the 
banking union.

Stress Capital Buffer (SCB) is the mandatory capital that financial institution needs to hold in addition to other minimum capital 
requirement.

Targeted long-term refinancing operations (TLTROs) are used by the ECB to provide financing to Eurozone banks.

The Treasury General Account (TGA) is the U.S. government's operating account that is maintained by designated depositaries, 
primarily Federal Reserve Banks and their branches, to handle daily public money transactions.

The yield curve shows the different rates for bonds of differing maturities but the same credit quality. 

Yield Curve Control (YCC) is a monetary policy action whereby a central bank purchases variable amounts of government bonds or 
other financial assets in order to target interest rates at a certain level
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Important information

General

This document may not be distributed in Canada or Japan. This document is intended for retail or professional clients only. This document is being circulated in good 

faith by Deutsche Bank Aktiengesellschaft, its branches (as permitted in any relevant jurisdiction), affiliated companies and its officers and employees (collectively, 

“Deutsche Bank”). 

This material is for your information only and is not intended as an offer, or recommendation or solicitation of an offer to buy or sell any investment, security, financial 

instrument or other specific product, to conclude a transaction, or to provide any investment service or investment advice, or to provide any research, investment 

research or investment recommendation, in any jurisdiction. All materials in this communication are meant to be reviewed in their entirety. 

If a court of competent jurisdiction deems any provision of this disclaimer unenforceable, the remaining provisions will remain in full force and effect. This document has 

been prepared as a general market commentary without consideration of the investment needs, objectives or financial circumstances of any investor. Investments are 

subject to generic market risks which derive from the instrument or are specific to the instrument or attached to the particular issuer. Should such risks materialise, 

investors may incur losses, including (without limitation) a total loss of the invested capital. The value of investments can fall as well as rise and you may not recover the 

amount originally invested at any point in time. This document does not identify all the risks (direct or indirect) or other considerations which may be material to an 

investor when making an investment decision. 

This document and all information included herein are provided “as is”, “as available” and no representation or warranty of any kind, express, implied or statutory, is 

made by Deutsche Bank regarding any statement or information contained herein or in conjunction with this document. To the extent permissible under applicable laws 

and regulations, please note that we are making no representation as to the profitability of any financial instrument or economic measure. All opinions, market prices, 

estimates, forward looking statements, hypothetical statements, forecast returns or other opinions leading to financial conclusions contained herein reflect Deutsche 

Bank’s subjective judgment on the date of this document. Without limitation, Deutsche Bank does not warrant the accuracy, adequacy, completeness, reliability, 

timeliness or availability of this communication or any information in this document and expressly disclaims liability for errors or omissions herein. Forward looking 

statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different or additional factors could have a 

material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results contained herein.

Deutsche Bank does not assume any obligation to either update the information contained in this document or inform investors about available updated information. The 

information contained in this document is subject to change without notice and based on a number of assumptions which may not prove valid and may be different from 

conclusions expressed by other departments within Deutsche Bank. Although the information contained in this document has been diligently compiled by Deutsche 

Bank and derived from sources that Deutsche Bank considers trustworthy and reliable, Deutsche Bank does not guarantee or cannot make any guarantee about the 

completeness, fairness, or accuracy of the information and it should not be relied upon as such. This document may provide, for your convenience, references to 

websites and other external sources. Deutsche Bank takes no responsibility for their content and their content does not form any part of this document. Accessing such 

external sources is at your own risk. 

To the extent permissible under applicable laws and regulations, this document is for discussion purposes only and is not intended to create any legally binding 

obligations on Deutsche Bank and/or its affiliates (“Affiliates”), and Deutsche Bank is not acting as your financial advisor or in a fiduciary capacity unless otherwise 

expressly agreed by Deutsche Bank in writing. Before making an investment decision, investors need to consider, with or without the assistance of an investment 

adviser, whether any investments and strategies described or provided by Deutsche Bank, are appropriate, in light of their particular investment needs, objectives, 

financial circumstances, the possible risks and benefits of such investment decision and instrument specifics. When making an investment decision, potential investors 

should not rely on this document but only on what is contained in the final offering documents relating to the investment. As a global financial services provider, 

Deutsche Bank from time to time faces actual and potential conflicts of interest. Deutsche Bank’s policy is to take all appropriate steps to maintain and operate effective 

organisational and administrative arrangements to identify and manage such conflicts. Senior management within Deutsche Bank are responsible for ensuring that 

Deutsche Bank’s systems, controls and procedures are adequate to identify and manage conflicts of interest. Deutsche Bank does not give tax or legal advice, including 

in this document and nothing in this document should be interpreted as Deutsche Bank providing any person with any investment advice. Investors should seek advice 

from their own tax experts, lawyers, and investment advisers in considering investments and strategies described by Deutsche Bank. Unless notified to the contrary in a 

particular case, investment instruments are not insured by any governmental entity, not subject to deposit protection schemes and not guaranteed, including by 

Deutsche Bank. This document may not be reproduced or circulated without Deutsche Bank’s express written authorisation. Deutsche Bank expressly prohibits the 

distribution and transfer of this material to third parties. Deutsche Bank accepts no liability whatsoever arising from the use or distribution of this material or for any 

action taken or decision made in respect of investments mentioned in this document the investor may have entered into or may enter in future.

The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including, without limitation, the United States. 

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country, or 

other jurisdiction, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject Deutsche Bank to any registration 

or licensing requirement within such jurisdiction not currently met. Persons into whose possession this document may come are required to inform themselves of, and to 

observe, such restrictions. Past performance is no guarantee of future results; nothing contained herein shall constitute any representation, warranty, or prediction as to 

future performance. Further information is available upon investor’s request.

Deutsche Bank Aktiengesellschaft (“Deutsche Bank AG”) is authorized to conduct banking business and to provide financial services as set forth in the German Banking 

Act (“Kreditwesengesetz”). Deutsche Bank AG is subject to comprehensive supervision by the European Central Bank (“ECB”), by the German Federal Financial 

Supervisory Authority (BaFin) and by the Deutsche Bundesbank (“Bundesbank”), Germany’s central bank. 
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Important information

Kingdom of Bahrain

For Residents of the Kingdom of Bahrain: This document does not constitute an offer for sale of, or participation in, securities, derivatives or funds marketed in Bahrain 

within the meaning of Bahrain Monetary Agency Regulations. All applications for investment should be received and any allotments should be made, in each case from 

outside of Bahrain. This document has been prepared for private information purposes of intended investors only who will be institutions. No invitation shall be made to 

the public in the Kingdom of Bahrain and this document will not be issued, passed to, or made available to the public generally. The Central Bank (CBB) has not reviewed, 

nor has it approved, this document or the marketing of such securities, derivatives, or funds in the Kingdom of Bahrain. Accordingly, the securities, derivatives or funds 

may not be offered or sold in Bahrain or to residents thereof except as permitted by Bahrain law. The CBB is not responsible for performance of the securities, 

derivatives, or funds.

State of Kuwait

This document has been sent to you at your own request. This presentation is not for general circulation to the public in Kuwait. The Interests have not been licensed for 

offering in Kuwait by the Kuwait Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of the Interests in Kuwait on the basis a private 

placement or public offering is, therefore, restricted in accordance with Decree Law No. 31 of 1990 and the implementing regulations thereto (as amended) and Law No. 

7 of 2010 and the bylaws thereto (as amended). No private or public offering of the Interests is being made in Kuwait, and no agreement relating to the sale of the 

Interests will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used to offer or market the Interests in Kuwait. 

United Arab Emirates 

Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by the Dubai Financial Services Authority. Deutsche Bank AG -DIFC 

Branch may only undertake the financial services activities that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai 

International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This information has been distributed by Deutsche Bank AG. Related financial 

products or services are only available to Professional Clients, as defined by the Dubai Financial Services Authority. 

State of Qatar

Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre Regulatory Authority. Deutsche Bank AG -QFC Branch 

may only undertake the financial services activities that fall within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, 

Tower, West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche Bank AG. Related financial products or services are only 

available to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority. 

Kingdom of Belgium 

This document has been distributed in Belgium by Deutsche Bank AG acting though its Brussels Branch. Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) 

incorporated under the laws of the Federal Republic of Germany and licensed to carry on banking business and to provide financial services subject to the supervision 

and control of the European Central Bank (“ECB”) and the German Federal Financial Supervisory Authority (“Bundesanstalt für Finanzdienstleistungsaufsicht” or 

“BaFin”).Deutsche Bank AG, Brussels Branch has its registered address at Marnixlaan 13-15, B-1000 Brussels, registered at the RPM Brussels, under the number VAT 

BE 0418.371.094. Further details are available on request or can be found at www.deutschebank.be.

Kingdom of Saudi Arabia 

Deutsche Securities Saudi Arabia (DSSA) is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) with a license number (No. 37-07073). 

Deutsche Securities Saudi Arabia may only undertake the financial services activities that fall within the scope of its existing CMA license. DSSA registered office is at 

Faisaliah Tower, 17th floor, King Fahad Road, Al Olaya District Riyadh, Kingdom of Saudi Arabia P.O. Box 301806. 

United Kingdom 

This document is a financial promotion and is communicated by Deutsche Bank Wealth Management. 

Deutsche Bank Wealth Management is a trading name of DB UK Bank Limited. Registered in England & Wales No. 315841. Registered Office: 23 Great Winchester 

Street, London, EC2P 2AX. DB UK Bank Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the 

Prudential Regulation Authority. Financial Services Registration Number 140848. DB UK Bank is a member of the Deutsche Bank Group.

Hong Kong 

Deutsche Bank Aktiengesellschaft is incorporated in the Federal Republic of Germany and its members’ liability is limited. 

This material is intended for: Professional Investors in Hong Kong. Furthermore, this material is provided to addressee only, further distribution of this material is strictly 

prohibited.

This document and its contents are provided for information only. Nothing in this document is intended to be an offer of any investment or a solicitation or 

recommendation to buy or to sell an investment and should not be interpreted or construed as an offer, solicitation, or recommendation.

South Africa

In South Africa, this material is distributed by Deutsche Bank Suisse SA authorized as a financial services provider (FSP) for the provision of Advice and Intermediary 

Services by the Financial Sector Conduct Authority of South Africa (FSCA) under registration no. 52190. Deutsche Bank Suisse SA is approved to operate a 

Representative Office by the Prudential Authority of the South African Reserve Bank (SARB).
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Important information

Hong Kong

Deutsche Bank Aktiengesellschaft is incorporated in the Federal Republic of Germany and its members’ liability is limited. 

This material is intended for: Professional Investors in Hong Kong. Furthermore, this material is provided to addressee only, further distribution of this material is strictly 

prohibited.

This document and its contents are provided for information only. Nothing in this document is intended to be an offer of any investment or a solicitation or 

recommendation to buy or to sell an investment and should not be interpreted or construed as an offer, solicitation, or recommendation.

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in relation to the investments 

contained herein (if any). If you are in any doubt about any of the contents of this document, you should obtain independent professional advice. 

This document has not been approved by the Securities and Futures Commission in Hong Kong (the “SFC”) nor has a copy of this document been registered by the 

Registrar of Companies in Hong Kong, unless specified otherwise. The investments contained herein may or may not be authorised by the SFC. The investments may not 

be offered or sold in Hong Kong, by means of any document, other than (i) to “professional investors” as defined in the Securities and Futures Ordinance (Cap. 571 of the 

Laws of Hong Kong) (“SFO”) and any rules made under the SFO, or (ii) in other circumstances which do not result in the document being a “prospectus” as defined in the 

Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong)(the “C(WUMP)O”) or which do not constitute an offer to the 

public within the meaning of the C(WUMP)O. No person shall issue or possess for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, 

invitation or document relating to the investments, which is directed at, or the contents of which are likely to be accessed or read by, the public of Hong Kong (except if 

permitted to do so under the securities laws of Hong Kong) other than with respect to investments which are or are intended to be disposed of only to persons outside 

Hong Kong or only to “professional investors” as defined in the SFO and any rules made under the SFO. 

Singapore 

This material is intended for: Accredited Investors / Institutional Investors in Singapore. Furthermore, this material is provided to addressee only, further distribution of 

this material is strictly prohibited. 

United States 

In the United States, brokerage services are offered through Deutsche Bank Securities Inc., a broker-dealer and registered investment adviser, which conducts securities 

activities in the United States. Deutsche Bank Securities Inc. is a member of FINRA, NYSE and SIPC. Banking and lending services are offered through Deutsche Bank 

Trust Company Americas, member FDIC, and other members of the Deutsche Bank Group. In respect of the United States, see earlier statements made in this 

document. Deutsche Bank makes no representations or warranties that the information contained herein is appropriate or available for use in countries outside of the 

United States, or that services discussed in this document are available or appropriate for sale or use in all jurisdictions, or by all counterparties. Unless registered, 

licensed as otherwise may be permissible in accordance with applicable law, none of Deutsche Bank or its affiliates is offering any services in the United States or that 

are designed to attract US persons (as such term is defined under Regulation S of the United States Securities Act of 1933, as amended).This United States-specific 

disclaimer will be governed by and construed in accordance with the laws of the State of Delaware, without regard to any conflicts of law provisions that would mandate 

the application of the law of another jurisdiction.

Germany 

This information is advertising. The texts do not meet all legal requirements to ensure the impartiality of investment and investment strategy recommendations or 

financial analyses. There is no prohibition for the compiler or for the company responsible for the compilation to trade with the respective financial instruments before or 

after the publication of these documents. 

The information contained in this document does not constitute an investment recommendation, investment advice or a recommendation to act, but is intended solely 

for information purposes. The information does not replace advice tailored to the individual circumstances of the investor.

General information on financial instruments is contained in the brochures "Basic Information on Securities and Other Investments", "Basic Information on Financial 

Derivatives", "Basic Information on Forward Transactions" and the information sheet "Risks in Forward Transactions", which the customer can request from the Bank free 

of charge.

Forecasts are based on assumptions, estimates, opinions and hypothetical models or analyses. Although, from the Bank's point of view, they are based on adequate 

information, it may turn out in the future that they are not accurate or correct.

Past performance or simulated performance is not a reliable indicator of future performance. 

Unless otherwise indicated in this document, all statements of opinion reflect the current assessment of Deutsche Bank, which may change at any time. Deutsche Bank 

assumes no obligation to update the information contained in this document or to notify investors of any available updated information.

Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of Germany with principal office in Frankfurt am 

Main. It is registered with the district court (“Amtsgericht”) in Frankfurt am Main under No HRB 30 000 and licensed to carry on banking business and to provide 

financial services. Supervisory authorities: The European Central Bank (“ECB”), Sonnemannstrasse 22, 60314 Frankfurt am Main, Germany and the German Federal 

Financial Supervisory Authority (“Bundesanstalt für Finanzdienstleistungsaufsicht” or “BaFin”), Graurheindorfer Strasse 108, 53117 Bonn and Marie-Curie-Strasse 24-

28, 60439 Frankfurt am Main, Germany.

India 

The investments mentioned in this document are not being offered to the Indian public for sale or subscription. This document is not registered and/or approved by the 

Securities and Exchange Board of India, the Reserve Bank of India, or any other governmental/ regulatory authority in India. This document is not and should not be 

deemed to be a “prospectus” as defined under the provisions of the Companies Act, 2013 (18 of 2013) and the same shall not be filed with any regulatory authority in 

India. Pursuant to the Foreign Exchange Management Act, 1999 and the regulations issued there under, any investor resident in India may be required to obtain prior 

special permission of the Reserve Bank of India before making investments outside of India including any investments mentioned in this document.

Italy

This report is distributed in Italy by Deutsche Bank S.p.A., a bank incorporated and registered under Italian law subject to the supervision and control of Banca d’Italia

and CONSOB. 
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Important information

Luxembourg 

This report is distributed in Luxembourg by Deutsche Bank Luxembourg S.A., a bank incorporated and registered under Luxembourg law subject to the supervision and 

control of the Commission de Surveillance du Secteur Financier. 

Spain 

Deutsche Bank, Sociedad Anónima Española is a credit institution regulated by the Bank of Spain and the CNMV and registered in their respective Official Registries 

under the Code 019. Deutsche Bank, Sociedad Anónima Española may only undertake the financial services and banking activities that fall within the scope of its 

existing license. The principal place of business in Spain is located in Paseo de la Castellana number 18, 28046 - Madrid. Registered in the Mercantile Registry of Madrid, 

volume 28100, book 0. Folio 1. Section 8. Sheet M506294. Registration 2. NIF: A08000614. This information has been distributed by Deutsche Bank, Sociedad Anónima

Española. 

Portugal

Deutsche Bank AG, Portugal Branch is a credit institution regulated by the Bank of Portugal and the Portuguese Securities Commission (“CMVM”), registered with 

numbers 43 and 349, respectively and with commercial registry number 980459079. Deutsche Bank AG, Portugal Branch may only undertake the financial services and 

banking activities that fall within the scope of its existing license. The registered address is Rua Castilho, 20, 1250-069 Lisbon, Portugal. This information has been 

distributed by Deutsche Bank AG, Portugal Branch.

Austria

This document is distributed by Deutsche Bank AG Vienna Branch, registered in the commercial register of the Vienna Commercial Court under number FN 140266z. 

Deutsche Bank AG is a public company incorporated under German law and authorized to conduct banking business and provide financial services. It is supervised by 
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