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Agenda
08:15 - 09:00 Registration and Coffee

09:00 - 09:15 Welcome Address

Richard Thompson – PwC, Chairman European Portfolio Advisory Group

Session 1

09:15 - 10:30 Perspectives on the Banking Crises

This session will discuss certain underlying causes of the banking crises and key issues for banks. This 
session will also consider the European economic outlook and implications for the banking sector.

Chair

Nigel Vooght – PwC UK, Financial Services Global Leader

Keynote Speaker

Andrew Bailey - Executive Director & Chief Cashier, Bank of England

European Economic outlook

Nick Forrest – PwC UK

10:30 - 11:00 Coffee

Session 2

11:00 - 12:15 Strategies for non-core assets

This session will examine the strategic options open to banks in dealing with non-core assets.

Chair

Nick Page - PwC UK

Panel Discussion

Alex Shaw - GE Capital

Michael Furtado - Bank of America Merrill Lynch, Markets Solution Group

Tyler Smith - Royal Bank of Scotland, non-core Division

Jens Roennberg – PwC Germany

12:15 - 13:45 Lunch

Speaker

Tony Lomas – PwC UK, Joint Administrator of Lehman Brothers (in Administration)

Topic – Lessons from Lehman

In April 2011 PwC hosted a conference in London to discuss the challenges 
and opportunities arising from the massive deleverage challenge facing 
many banks around Europe. The PwC Debt Portfolio Conference provided 
an invaluable opportunity for lenders, investors, regulators and other 
market participants to come together and exchange views on current 
trends for non-core and distressed assets.

Participants also gained the insight of a number of distinguished speakers 
in discussing a range of topics that focussed on looking at the best way for 
you as a buyer, holder or seller to make the most of the value potential of 
non core assets.

This short document summarises the main themes discussed during the 
day. I very much hope you find it useful and if you would like to discuss any 
of the issues raised please do not hesitate to contact me.

I would like to thank all the speakers, panellists and delegates for their 
valuable time and insights, which stimulated a lively debate throughout 
the formal and informal sessions.

Richard Thompson
Conference Chairman
PwC Portfolio Advisory Group
richard.c.thompson@uk.pwc.com

Foreword
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Agenda
Session 3

13:45 - 14:45 Decision making in restructuring

This session will consider strategic decision making in relation to the restructuring of assets and will 
highlight certain case-studies across the European landscape.

Chair

Mark Batten - PwC, UK

Speakers

Derek Sach - Global Head of Restructuring, Royal Bank of Scotland

Amany Attia - Chief Executive Officer, Acenden Limited, Whitestar S.A.

14:45 - 15:05 Coffee

Session 4

15:05 - 16:15 Opportunities for non-core portfolio sales

This session will examine non core asset sale as a potential solution and the challenges and 
opportunities that this strategy gives rise to. It will also provide a perspective on the state of the market 
and will look investor and bank appetite to transact across various European territories

Speakers

David Teitelbaum - Cerberus Capital Management

Dan Bird - Bank of America Merrill Lynch

Chair

Jaime Bergaz – PwC, Leader European Portfolio Advisory Group

Panel Discussion:

David Teitelbaum - Cerberus Capital Management

Dan Bird - Bank of America Merrill Lynch

Antonella Pagano - PwC Italy

Steve Cater – PwC UK

16:15 - 16:30 Closing Remarks

Richard Thompson - PwC, Chairman European Portfolio Advisory Group

16:30 - 19:00 Cocktails

PwC Speakers

Nigel Vooght
Tel: +44 (0)20 7213 3960 
Mob: +44 (0)7802 766 177
nigel.j.vooght@uk.pwc.com 

Mark Batten
Tel: +44 (0)20 7804 5635
Mob: +44 (0)7712 050 588
mark.c.batten@uk.pwc.com

Nick Forrest
Tel: +44 (0)20 7804 5695 
Mob: +44 (0)7803 617 744 
nick.forrest@uk.pwc.com

Jamie Bergaz
Tel: +34 915 684 589  
Mob: +34 626 055 196 (79980) 
jaime.bergaz@es.pwc.com

Nick Page
Tel: +44 (0)20 7213 1442 
Mob: +44 (0)7808 633 248 
nick.r.page@uk.pwc.com

Antonella Pagano
Tel: +39 02 806 463 37  
Mob: +39 0 3484 062 412 
antonella.pagano@it.pwc.com

Jens Roennberg
Tel: +49 69 9585 2226
jens.roennberg@de.pwc.com

Steve Cater
Tel: +44 (0)20 7804 7029 
Mob: +44 (0)7803 512 743 
stephen.cater@uk.pwc.com

Tony Lomas
Tel: +44 (0)20 7804 5670 
Mob: +44 (0)7831 219 625
tony.lomas@uk.pwc.com
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Introduction
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Figure 1: Spain and the UK are the most attractive markets

Source: PwC European Investor Survey 2011

The task facing European banks as they seek to deleverage is enormous. Many 
banks around Europe have communicated that they have identified a whole raft 
of non core loan assets that they are seeking to aggressively run off or sell. We 
estimate that identified non core assets in the European banking sector exceed 
€1.3 trillion. Dealing with this massive issue will require a significant volume 
of transactions and, to put the scale required into context, the average annual 
European banking M&A market between 2003 and 2010 totalled just EUR 70 bn.

Banks have been deploying a number of tactics to deleverage and, whilst some 
have been very open about their transactional activity, others have operated 

more discretely. Investors, expecting a flood of opportunities, have, in the main, 
been disappointed.

The most talked about barrier to transactions of loan portfolios is that of price 
– in many cases a significant difference exists between the expectations, or 
perhaps requirements, of sellers compared to the prices that investors have been 
willing to pay.

From the vendor perspective, some of the difference is driven by the nature of 
accounting policies and the impact this has on provisioning levels, whilst on 
the investor side, relatively higher costs of capital combined with higher levels 
of uncertainty in certain markets  has also played a part. This price gap simply 
prevents many banks from selling due to the potential impact on capital.

‘We estimate that identified non core assets in the 
European banking sector exceed €1.3 trillion.’

PwC recently carried out the most comprehensive survey undertaken to assess 
the attitudes of those institutions seeking to acquire loan portfolios from the 
banks. The full results of the survey have been published separately. 

The survey shows that interest among buyers is increasing, with Ireland joining 
Spain, Germany and UK on the list of most attractive markets (see Figure 1).
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Source: PwC European Investor Survey 2011

Figure 2: Increased purchase prices will ease the pricing gap between buyers and sellers

‘PwC estimates that the level of reported NPLs 
across most of Europe has increased by 15% 
between 2009 and 2010.’

Closing the pricing gap

Our investor survey also reveals that purchasers’ average discount expectation 
is decreasing across a number of key loan segments, which will help to close the 
pricing gap between buyers and sellers.

As well as price gaps there are a number of other factors that are barriers to 
transactions. A key barrier is the bandwidth that many banks have to enter into 
sales processes. The whole process of assessing the value maximising options for 
a given portfolio of loans can be hugely time consuming and labour intensive. 
Corporate loan books that have been aggressively expanded over a short number 
of years will contain a large mix of different types of loans and in our experience, 
many will need to be assessed on a case by case basis. Even after this assessment 
has taken place and portfolios for potential sale identified, the task of collating 
all the information to provide to potential acquirers, dealing with related 
hedging positions, sub participations and other complex structures all takes 
time. It is no wonder that, to date, it has been some of the more homogeneous 
portfolios or more liquid assets that have so far come to market. Other barriers 
include the huge levels of Government support that has allowed banks to avoid 
divesting of assets under pressure, the lack of funding that has been available 
to potential investors and finally, quite simply, the perceived stigma of being 
a vendor of asset pools that many banks have, in the past, proudly grown. We 
therefore expect the deleveraging process to take, at least, another 10 years.

Banks also face the challenge of addressing a continued increase in the volume 
of non performing loans. PwC estimates that the level of reported NPLs across  
Europe has increased by 15% between 2009 and 2010. While this rate of 
increase is significantly lower than previous years, it is still an increase in value 
terms of around €100 bn. We expect the growth rate of NPLs to continue to slow 
as the economic recovery gains momentum; but the impact of rising interest 
rates and austerity measures in many countries adds a layer of uncertainty 
as to the future ability of both corporates and consumers to meet their debt 
obligations.
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Perspectives on the banking crisis

The financial crisis was undoubtedly a catalyst for 
banks to review their balance sheets and operations and 
critically assess their business models. As emergency 
intervention gives way to longer term measures aimed 
at preventing a future banking crisis, Europe’s banks 
are facing a secondary wave of restructuring and 
change. Alongside the challenges that banks will face 
in responding to these changes will come significant 
opportunities as banks restructure balance sheets 
and divest assets that are no longer core to ongoing 
operations.

In the UK for example, banks are facing 
what Andrew Bailey described as a ‘large 
and radical reform agenda’ as the BoE 
and FSA look to lay the foundations for 
greater financial stability. 

Basel III will lead to an increase in banks’ capital and 

liquidity requirements, along with tighter criteria on what 
constitutes tier one capital. 

This is likely to raise funding costs and potentially 
erode return on equity. Bank funding is also set to come 
under pressure from the impending withdrawal of 
special liquidity measures and the need to refinance an 
approaching wall of maturing debt. 

Forward looking stress tests will be a key ingredient of 
future banking regulation and are required as a result 
of the status of banking as an industry that is reliant on 

market confidence. Stress tests should give 
the market and the public the confidence 
and in doing so avoid the prospect of a 
damaging bank run of the sort we saw 
with Northern Rock.

A further element to future regulation will 
see the implementation of new resolution 
and recovery procedures that will ensure 
that banks have a clear plan for potential 
failure and have set aside sufficient 
financial and other resources to deal with 
potential failure. The aim is to eliminate 
the explicit and implicit guarantee of 
public support for banks that were once 

deemed too big to fail. This will in turn strengthen 
competition and investor discipline and lead to a more 
forward-looking appraisal of risk and financial resilience.

As a result, banks will face pressing choices about what 
risks to retain and where their limited financial resources 
should be deployed. This will sharpen the focus on what 
is core and where the business can exert the greatest 
competitive advantages. In making these choices, some 
banks will choose to exit non-strategic markets. The 
impetus to run-off or offload non-performing and non-
core loans will also increase.

In addition to these regulatory drivers, macroeconomic, 
demographic and geographic trends will significantly 
impact bank’s strategies. Banks’ reappraisal of their 
strategic focus will be influenced by the differing 
growth prospects across the world (see Figure 3). Their 
priorities and product portfolio will also be shaped by the 
rebalancing of the economy away from consumer and 
government consumption towards trade and investment. 
Key risks that will need to be taken into account include 
the impact of higher interest rates on creditors’ ability to 
pay and resulting default rates. Banks will also need to 
contend with uncertainties relating to on-going sovereign 
debt concerns. 

A converging set of regulatory and macro-economic developments is spurring 
banks to review what business is core and non-core and how this will affect the 
portfolio of assets they choose to retain or divest.

‘New regulation and the withdrawal of 
special liquidity measures could provide a 
much stronger catalyst for debt portfolio 
divestment than the financial crisis itself.’
Nick Forrest, Director, PwC UK

Andrew Bailey 
Bank of England

‘Banks will face pressing choices 
about what risks to retain and 
where their limited financial 
resources should be deployed. This 
will sharpen the focus on what is 
core and where the business can 
exert the greatest competitive 
advantages.’
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Further considerations include the pace of deleveraging, 
along with developments in credit demand and the extent 
of funding needed to support this. The level of lending in 
Europe is stabilising following the peak and trough either 
side of the credit crisis, though a funding gap is now 
opening up as demand begins to outstrip supply. 

The level of leverage was much higher in the UK, Ireland 
and Spain as a result of the surge in house prices in the 
years leading up to the financial crisis. With house prices 
in Ireland and Spain having fallen much further than the 
UK, credit demand and levels of lending will take longer 
to recover.

Working out how this combination of regulatory, strategic 
and market developments interact will be crucial as banks 
look at how to adapt to changes that could be as far-
reaching as the initial crisis itself.  

One thing that appears clear is that the impact of 
changing regulation alongside changes in market and 
geographical focus will lead to portfolios that were once 
considered core, becoming non-core.

Figure 3: Uneven growth ahead

Source: PwC estimates and forecasts
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‘One thing that appears clear is that the impact 
of changing regulation alongside changes in 
market and geographical focus will lead to 
portfolios that were once considered core, 
becoming non-core.’
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Strategies for non-core assets

The value of debt portfolios sales since the financial 
crisis has so far only been a fraction of the total level 
of non-core loans. Many banks will clearly only sell 
if the deal is financially viable, often preferring to 
work loans out. The gap in pricing expectations 
between buyers and sellers has encouraged many 
banks to hold on to their portfolios driven largely 
by reluctance to take day 1 losses from the divested 
portfolios through the profit and loss account.

However, the impending new capital and liquidity 
requirements under Basel III could spur a rethink 
over whether to hold or sell. In particular, banks will 
not only be weighing up the price they could receive 
for the portfolio, but also the potential capital 
benefits of divesting it. 

As banks re-assess their options, it will be important 
to develop effective criteria for determining what 
is core and non-core. The tests are likely to include 
expected portfolio returns, growth potential of 
business lines and importance of the customer 
relationship. 

Once designated as non-core, the decision on 
whether or not to put the non-core asset up for sale 
will be based on the profitability, operational and 
capital impact of whether or not to retain the asset 
(e.g. could divestment be capital accretive) and also 
the operational perspective of whether the asset is 
ready to market. 

The operational aspect of this decision making 
framework is becoming ever more important in 
light of the competing priorities being placed on 
bank staff and the increased demand from loan 
purchasers for accurate and complete information in 
relation to portfolios for sale.

This is all the more critical for institutions as they 
work through the process of divesting their more 
liquid positions and are left having to deal with 
portfolios of smaller, less liquid heterogeneous 
loans. 

A number of strategic factors will come into play. 
On the one side, non-core debt portfolios can erode 
return on equity and use up operational resources 
that could be more profitably be used elsewhere. 
On the other, there may be pricing and accounting 
reasons for working them out. It is increasingly 
important to find a clear and effective framework to 
balance these considerations.

As banks consider whether to hold, run-off or sell loan assets, it will 
be critical to develop clear evaluation criteria for defining what is 
core and what is non-core and whether the best option is to hold, 
run-off or sell and, if so, how.

‘As debt portfolios come to the 
forefront of the strategic agenda, 
it will be important to develop a 
clear framework for defining their 
status and assessing the capital and 
accounting implications of different 
options.’
Nick Page, Partner,  
PwC UK
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Tyler Smith 
RBS

Panel from session 2 
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Decision making in restructuring

With distressed assets presenting a significant 
financial and capital challenge, finding ways to 
stabilise and preserve value is crucial. 

If the decision is to run-off the portfolio, there are a 
number of operational issues to consider.  Amongst 
these will be a refocusing the bank’s operations to 
the workout of non core or troubled assets. This 
decision will include an assessment of whether it 
is better to retain the existing team and make use 
of their knowledge or bring in new people with no 
emotional attachment to the business and who may 
therefore be able to wind it down more quickly and 
efficiently. 

The restructuring of corporate debts presents a 
number of inherent challenges and requires the 
input and oversight of experienced professionals, 
whose skills are currently in short supply. Corporate 
loans may be syndicated, involving the agreement 
of a number of lenders and restructuring also tends 
to involve a wide array of moving parts including 
the interests of numerous stakeholders such as 
employees, equity holders and other creditors. 
Further issues include the critical importance of 
treating customers fairly, both from a compliance 
and broader reputational perspective. 

The restructuring decision will involve an 
assessment of whether the business is viable. If not, 
it is important to move to insolvency as quickly and 
efficiently as possible. If the business is deemed 
viable, the next consideration is what changes 
will be necessary to sustain it and whether these 
are realisable in practice.  The resulting questions 
include whether the existing management are the 
right people to steer the business out of a crisis 
given they may have been partly responsible for 
precipitating. Extending a loan may appear to be a 
simple option, but the decision to do so needs to be 

considered in the same way as lending more money 
and therefore governed by the same risk and return 
criteria as a new loan. Furthermore, decisions to 
restructure need to be assessed in light of the bank’s 
wider deleveraging agenda to ensure that decisions 
on individual loans are consistent with corporate 
strategy.

The restructuring of retail debts also presents a 
number of challenges, especially within a tightly 
regulated and reputationally-sensitive area such 
as residential mortgages. These are also assets 
whose value is highly susceptible to the economic 
environment. Often, challenges include a lack of 
information in relation the underlying asset or 
borrower. Indeed, the borrowers may not have the 
necessary information and it is therefore important 
that banks capture as much data as possible and 
make effective use of that data.

Effective restructuring can deliver significant value through loss 
minimisation and improved capital efficiency.

‘A proactive approach to 
restructuring will have a significant 
impact on liquidity and capital 
efficiency.’
Mark Batten, Partner,  
PwC UK
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Derek Sach 
RBS

Tony Lomas 
PwC UK

Banks may have a number of objectives such as 
P&L, capital or liquidity management, some of 
these may be competing. There is no magic bullet 
when it comes to realising these strategies. The 
main considerations are how to identify and make 
the most of the best available trade-offs in the 
particular situation. For example, in some cases the 
best option may simply be to hold and cure a loan as 
selling the underlying property may lead to greater 
potential losses. Incentives to encourage continued 
payment might include a reduction in interest rate 
or principal. In other cases offering incentives for an 
amicable sale may be the best solution.

Key to resolving mortgage assets is the ability 
to capture data, analyse it and execute in a 
way that maximises value having regard to the 
bank’s strategic objectives.

‘Banks may have a number of 
objectives such as P&L, capital or 
liquidity management, some of these 
may be competing. There is no magic 
bullet when it comes to addressing 
these objectives.’
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Opportunities for non-core portfolio sales

PwC’s European Investor Insight Survey highlighted a 
number of important developments. Investor appetite 
is increasing, with only 6% of the 53 participants not 
intending to make debt portfolio investments in 2011, 
compared to 20% in 2010. Ireland has moved firmly 
on to the radar, with the country likely to attract four 
times the level of interest in 2011 than 2010. Discounts 
on performing loans have also 
decreased, reflecting confidence in the 
continuation of the economic recovery.

It would appear clear that investor 
appetite is increasing and return 
expectations are decreasing at a time 
when pressure on banks to deal with 
their legacy assets is greatest.

There could be valuable first mover 
advantages for sellers prepared to lead 
the way in untapped market segments. 

Investors that are attracted by the 
opportunity of developing relationships 
with vendors that would enable them to 
buy other assets and consequently may 
be tempted to offer a more favourable 
price. Moving in early could also help to 
differentiate the seller. 

In contrast, there is a risk that by 
continuing to bide their time, vendors 
may ultimately end up trying to divest 
assets in a market that already has a lot 
of sellers competing for interest.

It is vital to gain credibility with 
potential buyers. Some investors may be 
wary in case the seller is simply putting 
the asset out into the market to establish 
the price rather than being committed to 

a sale. Ways to establish credibility include transparency, 
demonstrating that time and money has been committed 
to effective data gathering and preparation and 
committing funds to the deal by bringing in advisors. 

To increase the chances of a sale, a number of investors 
are looking to develop tailored solutions that match the 
requirements of the potential vendors. Also, opportunities 
may exist in the market to bring together parties that have 
strategic objectives that are aligned, for example insurers 
or pension funds, with lower return requirements than 
hedge funds, that may be interested in certain classes of 
performing assets. Alternatively assets that are non-core 
for one institution, such as credit cards, may be a core 
target for another; being able to put such a buyer and 
seller together can help to provide a meeting of minds 
on price and make the deal more realisable. It may 
be possible to take this match-up one stage further by 
arranging like-for-like swaps. 

The competitive landscape for debt divestment is changing as 
investor interest increases and discounts begin to recede. However, 
buyers will only take deals seriously if they believe the seller 
genuinely wants to divest assets and is committed to providing the 
data and due diligence to support this.

Our survey highlights a significant 
increase in an investor appetite and 
a closing of the price expectation gap 
between buyers and sellers.’
Jaime Bergaz, Partner, 
PwC Spain

Jamie Bergaz 
PwC Spain

‘Investor appetite is increasing, 
with only 6% of the 53 
participants not intending 
to make debt portfolio 
investments in 2011, compared 
to 20% in 2010.’



13PwC European Debt Portfolio Conference 2011

Antonella Pagano 
PwC Italy

Dan Bird 
BAML

‘Assets that are non-core for one 
institution, such as credit cards, may be a 
core target for another, being able to put 
such a buyer and seller together can help 
to provide a meeting of minds on price 
and make the deal more realisable.’
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