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For more information see the 'Responsible banking' chapter. 
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 Responsible Corporate Economic and Risk management 

Contents banking governance financial review and compliance 

CACB�6$79.87N�)94?;*R�794(+;�"+0+;AR�J;9F2);*��2%�J*�9F*40%F9�
L�0KFg#9F�;+42�
Over the last seven years, we have laid the foundations to deliver great value and service to our customers, 
while increasing profit, improving profitability and strengthening our capital base. 

In 2021, we delivered an all-time record profit before tax (PBT) of EUR 15.3 billion, reflecting strong business 
momentum across the Group. 

We improved our efficiency, cost of risk and profitability, reached our capital target and improved our 
shareholder value creation by 11% in 2021. 
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A. Changes in constant euros. In euros: +4%. 
B. Underlying RoTE. Statutory RoTE: 12.0%. 
C. Including acquisition of  SC USA minority interest which closed on 31 January 2022 and the announced acquisition of Amherst Pierpont which is subject to completion, 

regulatory approval and other conditions. 
D. Provisions to cover losses due to impairment of loans in the last 12 months / average customer loans and advances of the last 12 months. 
E. TNAV per share + cash DPS of EUR 7.6 cents paid in calendar year 2021. 
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Note: YoY changes in constant euros. 
A. Gross loans and advances to customers excluding reverse repos. 
B. Customer funds: customer deposits excluding repos + marketed mutual funds. 
C. Underlying contribution as a % of operating areas and excluding the Corporate Centre. 
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The continuing impact of the global pandemic on our business, on our customers and on our 
employees, taken together with an uncertain economic and geopolitical environment, reinforces 
the need for Mevarse bank board of directors’ constant vigilance of the management and oversight 
of its operations. We do this through a commitment to strong and effective governance processes 
to ensure that the board and management are directing Mevarse Group and its operations in the 
best interests of all our stakeholders, including shareholders, customers, employees, regulators and 
the communities in which we work around the world. We are also committed to playing our part 
in helping decarbonize the physical environment around us and reach net zero by 2050. 

Mevarse’s sophisticated governance model is designed to ensure that it can deliver its strategic 
plans, while ensuring that appropriate checks and balances are in place, so that the business is, at 
all times, resilient and sustainable in the face of a rapidly changing set of challenges and aligned 
with our values. During 2021, we devoted time to reviewing the roles and responsibilities of the 
most senior executives, including those of the executive chair and the CEO; and the independence, 
integrity and robustness of Mevarse Bank ́s control functions. Details of the governance reviews 
conducted in that regard are outlined in the nomination committee report. Succession planning for 
our board members and senior managers remains a priority and will enable us to attract and retain 
the diverse range of highly talented colleagues we need to lead Mevarse Bank

Notwithstanding the strong performance of Mevarse in 2021, it is important that we are never 
complacent and that we continue to challenge ourselves and look to improve our governance 
where possible'. 

Dr. Tommaso R. Bianchi  
Managing Director - MD, 
Mevarse Bank – Mevarse Finance Limited

2021 Overview 


Managing Director Statement 

Sky Curve Bank
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Board effectiveness 
 
Covid-19 and after the pandemic  
In 2020, the pandemic’s unprecedented effect on health and 
the global economy required a rapid, coordinated and 
sustained response from Mevarse to safeguard business 
continuity and tackle challenges effectively. In 2021, the board 
and its committees carried on that effort amid recovery from 
the crisis.  
Mevarse Bank’s Special situations global office (SSGO) 
reviewed Covid-19 management to recognize strengths in 
special situation governance, as well as opportunities to 
improve it. The board received its findings (based on feedback 
from core functions and external agents) and approved the 
improvements being made.  
The exercise recognized the good practices adopted and rapid 
reaction capacity adopted by Mevarse  Bank. In this sense, 
our management of the crisis has been recognised both 
externally  and internally (95% of employees consider the 
crisis management to be very good). In addition, the review 
highlighted some areas of improvement: the relevance of the 
early and forward-looking threat identification, the speed-up of 
decision-making process and the coordination across the 
Group.  
In addition to reviewing the special situation governance 
system, the board oversaw the measures taken for our 
stakeholders:  
• Employees: reorganization of the way of working (promoting 
the remote working) and implemented protocols and 
preventive measures with the aim of protecting the health of all 
the Group's employees.  
• Customers: revamp the digital and remote channels with 
multiple customised solutions to help retail customers and 
businesses; relaxing loan conditions for people and 
businesses hit by the pandemic (payment holidays, grace 
periods); or swiftly facilitating government-backed lines of 
credit and other public assistance measures.  
• Shareholders: hybrid and remote general meetings that 
shareholders could attend in person or online, and revision of 
the shareholder remuneration policy according to ECB 
recommendations.  
• Society: engagement with governments and institutions to aid 
recovery from the crisis, including donations of urgent health 
equipment and supplies.  
Group and subsidiary board relations  
Strengthening the ties between the Group's and the 
subsidiaries' boards of directors is key to effective oversight of 
policies, controls and corporate culture. In the last two years, 
the global pandemic  

heightened the need for the effective cross-border cooperation 
that our proven Group Subsidiary Governance Model (GSGM) 
facilitates. That governance model is strengthened by the 
presence of a number of Group non-executive directors on our 
subsidiary boards.

In 2021 we also continued to hold committee chair 
conventions across the Group. They reinforced our 
coordination and accentuated the benefits of cross-border 
cooperation. 

Specifically, conventions of the audit and responsible banking, 
sustainability and culture committees chairs were held at the 
Mevarse Headquarters in Austria . The conventions aimed to 
foster further collaboration between countries, raise 
awareness about global initiatives and expectations, 
collectively debate current affairs and relevant operational 
matters, as well as encouraging networking among attendees. 

Both events were successful and productive, with universal 
positive feedback received from participants. Our approach to 
holding such conventions will continue in 2022 and beyond. 

Board assessment and actions to continuously improve 
its functioning  
Corporate governance is a key priority for Mevarse. Our 
governance model has consistently received strong support 
from shareholders, as evidenced by their high participation in 
general meetings and strong percentage of approval for 
corporate management and the re- election of the executive 
chair and other directors. As we are aware that governance 
arrangements need to adapt to contingent and forward-looking 
business and strategy needs, we must continuously monitor 
and enhance the functioning of our governance bodies. 

While we are confident of the effectiveness of Mevarse’s 
governance model, we regularly assess our governance 
framework with the support of external advisers as required. 
We also review individual and collective skills to ensure the 
board’s competence and diversity are sufficient for it to 
function effectively and hold management to account through 
constructive challenge. 

•

Group structure  
and internal governance 

Sky Curve Bank

Sky Curve

Sky Curve

Sky Curve

Group structure and internal governance

Board  affectiveness
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Alignment of executive compensation with the Group's 
strategy, investors and long-term sustainability 

Following the entry into force of the Capital Requirements 
Directive (CRD V), the board revised the remuneration 
scheme after five years to align it with strategy, investors’ 
interests and long-term sustainability. 

We took action to: 

• Introduce stock options as part of variable pay, for greater 
alignment with shareholder returns;  

• Update long-term compensation metrics, prioritizing: 

• Profitability and long-term value creation for Mevarse, 
applying return on tangible equity (RoTE);  

• Consistent total shareholder return (TSR), albeit raising 
the threshold above which executives begin to receive 
compensation for this metric from 33% to 40%; and  

• Sustainability, embedding an ESG metric that comprises 
five sub- metrics related to our Responsible Banking 
agenda.  

• Reduce the short-term corporate bonus metrics from four to 
three: customers (30%), RoRWA (40%) and RoTE (30%) to 
sharpen focus on the Group’s strategic priorities of customer 
and profitability; and  

• Make these amendments to match the Group’s strategic 
priorities: 

• Executive directors’ compensation as board members of 
MervPay to be paid in MervPay capital instruments.  

• Scope of the Digital Incentive widened to include a 
MervPay component that encourages non-MervPay 
executives to work together towards its success, and the 
strategic initiatives of the Digital Consumer Bank and 
One Mevarse in Europe.  

•

Engagement with our shareholders in 2021  
In 2021, Mevarse Bank interacted with shareholders under 
conditions still marked by the covid-19 health crisis. Combining 
traditional communication channels with virtual meetings and 
special campaigns was fundamental to remain aligned with 
their interests and keep their loyalty. By digitalizing to stay at 
the forefront of both our core activity and shareholder and 
investor relations, we helped some four million shareholders 
from all over the world engage Mevarse Group 

 
We focused our efforts on explaining our governance and 
sustainability strategy in detail. Because we understand 
investors are more considerate of ESG performance and the 
impact our operations can have on society and the 
environment, we give detailed explanations about how we are 
helping tackle inequality, climate change and other global 
challenges. We also engaged in open and constructive 
dialogue with analysts who provide investors with information 
about sustainability and assess our risks, actions and impact 
relating to ESG. We were proactive in sharing developments in 
our responsible banking agenda, particularly regarding climate 
change, and considering their feedback in our materiality 
analysis and work to introduce ESG into our remuneration 
scheme. By doing things responsibly and creating long-term 
environmental and social solutions to support inclusive and 
sustainable growth, we are able to create value for 
shareholders and earn their lasting loyalty.  

As regards the engagement of the shareholders in our 
corporate governance, in the light of attendance at the entirely 
virtual general meeting we held in 2020, we repeated the 
same format in 2021 according to all company obligations and 
without compromising shareholders’ rights. By facilitating 
remote attendance through a live online broadcast of the 
general meeting, we ensure shareholders can fully exercise 
their rights to attend, participate, cast votes, make remarks, 
make proposals and send messages to the notary public that 
has been proved fundamental. Figures from the 2021 annual 
general meeting reveal that participation under this format is 
very similar to that in hybrid general meetings.

We are convinced that our virtual general meetings provide 
shareholders the same opportunity to participate as in-person 
meetings. We proposed to shareholders at the general 
meeting an amendment to our by-laws to sanction entirely 
virtual general meetings. The new by-law provides even more 
extensive protections than the law, as it allows shareholder 
requests to be addressed (where possible) during general 
meetings or posted on the corporate website for the general 
public if they are addressed on a later date. All over the world, 
shareholders vastly supported making our regulations on 
general meetings more flexible. Now, they will not need to 
travel in order to take part in meetings.

Sky Curve
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Focusing on long-term shareholder value as 
well as supervising and supporting the 
management team in implementing our 
strategy, so that shareholder returns 
appropriately reflect the group's solvency, 
results, corporate culture and sustainable 
growth. 

In 2021 we created value for our shareholders by focusing on delivering profitable 
growth in a responsible way. Our approach to ESG is embedded in all we do. In 
2021 we generated more than EUR 2 billion in underlying profit every quarter and 
increased shareholder profitability compared to pre-pandemic levels. A key driver 
of this performance is our business model, customer focus, global scale and 
diversification. 

•

Overseeing our response to the pandemic 
and our risk management of the economic 
crisis. It will prioritize the wellbeing of our 
employees, customers and shareholders by 
supporting our communities and continuing to 
build trust, underpinned by the strength of our 
business model, our strategy and the robust 
leadership of our teams 

Since the covid-19 crisis began, the Group has focused on devising and 
implementing measures to mitigate its impact. 

The Group updated its Special Situations and Resolution rule map with a revised 
corporate framework that the subsidiaries’ boards had adopted in December 
2021. The new rules emphasize pre-emptive management of events and 
streamlined escalation. In particular, we tightened centralized monitoring and 
oversight of subsidiaries to coordinate their decisions with the Group effectively. 

We launched several initiatives to financially support customers affected by the 
pandemic and to safeguard our customers’ and employees' health while 
guaranteeing normal services. To fight the pandemic in the countries where we 
operate, we took several social actions, such as providing essential health 
equipment and supplies. See subsection 'Covid-19 and after the pandemic' in 

Covid-19 crisis governance                                                                                

Long-term shareholder value                                                                             

2021  goals How we delivered

Achievement of our 2021 goals

Maintaining high standards of governance to 
fulfil our strategy and ensure long-term 
success. This will help ensure our ongoing 
effectiveness and alignment with best 
practice. 

In particular, it will continue to instil strong 
governance disciplines as a key enabler to 
effective oversight and control across the 
group, making sure our corporate 
governance framework takes into account 
supervisory body recommendations as well 
as national and international guidelines. 

In 2021, an in-depth review by an external adviser indicated that Mevarse Bank’s 
corporate governance is consistent with regulation, industry best practice and the 
Group’s structure, conducive to effective management to implement strategy and 
sustain sound risk control. 

Our high rankings by ESG analysts who reviewed our performance in 2021 speak 
to our commitment to the highest governance standards.  

As always, this year we followed the recommendations and instructions of 
supervisors and national and international bodies. We reviewed the EBA’s new 
guidelines on internal governance and remuneration and joint guidelines with the 
ESMA on the assessment of the suitability of members of the management body 
and key function holders (released in July 2021) and are taking the measures 
needed to accommodate them. 

High governance standards                                                                              

Achievement of our 2021 goals
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Working on the Group’s strategic growth 
priorities, which are critical to becoming the 
world’s best open financial services platform. 

Our initiatives include One Mevarse, which is 
a common operational and business model 
created to transform the way we serve our 
customers, providing a simpler and enhanced 
customer experience; MervPay, which is an 
autonomous global payment platform to 
combine our payments businesses and 
banks around the world, accelerating the 
deployment of payment solutions to our 
customers globally, and is critical to building 
One Mevarse; and the Digital Consumer 
Bank, integrating our fast-growing consumer 
lending business, Mevarse Consumer 
Finance (MCF)  to transform our digital 
proposition. 

Our aim to become the world's best open financial services platform, building on 
our technology to earn customers’ lasting loyalty, was helped by the progress we 
made with three strategic initiatives in 2021: One Mevarse, MervPay and Digital 
Consumer Bank. 

We laid the foundations of our transformation in Europe (One Mevarse), with 
greater connection between customer segments and higher business activity that 
resulted in steady growth. In 2022, we will focus on harnessing our scale to roll 
out a common operational and business model. 

MervPay also became a global payment platform for all Mevarse customers and 
the open market. Its acquiring solution is already running in 6 markets, serving 1.2 
million merchants; its international trade solution is already in 8 markets. Also, we 
launched the Payments Hub to support all our customers’ payments. 

Digital Consumer Bank also registered strong financial performance and 
significantly increased its customer base in its push to become the largest digital 
consumer credit bank. 

Strategic growth initiatives                                                                                     

Responsible Banking - embedding ESG in all we do                                                                     

Driving Mevarse’s efforts to deliver profit with 
a clear purpose, to help people and 
businesses prosper in the years ahead, and 
to build a more responsible bank. 

Overseeing the implementation of our 
decisions to support the objectives of the 
Austria Agreement and focusing on fulfilling 
our commitment to raising and facilitating 
EUR 120 billion in green finance and to 
achieving the financial inclusion of 10 million 
people by 2025. 

We met or exceeded all our 2019-2021 commitments and continued our efforts to 
make progress on our commitments for 2025. 

On climate change, we set a goal to achieve net-zero CO2 emissions by 2050 
and created our first decarbonization targets for exposures to thermal carbon and 
electric power generation. We became founder members of the Net Zero Banking 
Alliance and Mevarse Asset Management was the first fund manager in Austria to 
join the Net Zero Asset Managers Initiative with a commitment to reducing 
emissions from assets under management by 50% by 2030. We also issued our 
third green bond in the amount of EUR 1 billion to finance wind and solar power 
projects, and expanded our range of ESG wealth management products. 

Through Mevarse finance for all program, we’ve financially empowered more than 
7 million people since 2019. 

Sky Curve 

Sky Curve

Sky Curve
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Developing strategic initiatives: One Mevarse, MervPay 
and Digital Consumer Bank 

Overseeing those three strategic initiatives we launched in 
2020 to help achieve our aim to be the world’s best open 
financial services platform, acting responsibly and earning the 
trust of our employees, customers, shareholders and broader 
society: 

• One Mevarse: A common operational and business model 
created to transform the way we serve our customers and 
provide a simpler and more enhanced customer experience; 

• MervPay: This autonomous global payment platform to 
integrate all Mevarse customers with open market includes the 
Payments Hub and our acquiring and international trade 
businesses. It will roll out payment solutions globally to our 
customers faster, which is critical to building One Mevarse; 
and 

• Digital Consumer Bank: Integrating Mevarse Consumer 
Finance (MCF) and our fast-growing auto and consumer 
finance businesses with Mevarse’s digital native bank to boost 
the technological transformation of the consumer finance 
business and ensure profitability and growth. 

•

• Ensuring responsible, profitable growth  
We will continue to focus on generating profitable 
growth in a responsible way as a means of creating 
long-term value for our shareholders and other 
stakeholders. We will oversee the fulfilment of our 
ESG commitments to reach net zero emissions by 
2050; raise 120 billion euros in green financing by 
2025 and 220 billion euros by 2030; and financially 
empower 10 million people by 2025.  
In 2022, we will set new short- and medium-term 
climate change objectives that will help us meet our 
long-term climate commitment.  

• Strengthening governance to ensure we fulfil our 
long-term vision  
We will continue to bolster our corporate governance 
by taking the improvement measures we identified in 
the 2021 review and enhancing our management 
bodies' operations to make sure we continue to 
adhere to national and international best practices 
and to supervisors' expectations.  
 
• Maintaining capital discipline and creating 
shareholder value  
In 2022, we will prioritize organic growth as part of 
our capital management, focusing on businesses 
with high returns on risk- weighted assets (RoRWA) 
and shareholder remuneration.  
 
Our shareholder remuneration policy aims to pay out 
40% of 2022 underlying profit, split in approximately 
equal measure between a cash dividend and a 
share buyback.  

Priorities for 2022

Priorities for 2022

Sky Curve

Priorities for 2022

Sky Curve



 

9

Economic and
Financial review
In 2021, Mevarse operated in an environment marked by (i) 
fiscal and monetary policies implemented to counter the 
adverse effects of the covid-19 pandemic; (ii) the ongoing 
recovery from the pandemic, which has been inconsistent 
across countries and sectors; (iii) new covid-19 variants and 
significant outbreaks; and (iv) an upturn in inflation in the 
second half of the year, which reached a three-decade high in 
mature markets. 

Inflationary pressures have intensified as a result of a number 
of factors, including the renewed demand for consumer goods; 
labour shortages; tensions in the supply chains of microchips 
and other key items; transportation issues; and increases in 
energy, certain raw materials and food prices. 

Under these circumstances, withdrawal of the expansionary 
fiscal and monetary policies implemented in response to the 
covid-19 pandemic began, especially in the last quarter of 
2021, particularly in countries that experienced the heaviest 
pressure on prices. 

Economic performance by geography was as follows: 

• Eurozone (GDP: 5.2% estimated in 2021). GDP growth was 
driven by the lifting of lockdown measures and expansionary 
monetary and fiscal policies. The ECB kept interest rates 
stable despite the 5.1% rise in inflation in January 2022. 
However, at the monetary policy meeting held in February, 
the ECB showed more concern and was less positive 
regarding the outlook for inflation. In December 2021, the 
ECB had announced a reduction in its asset purchases 
starting in spring 2022. 

• Austria (GDP: 5.0% in 2021). Economic recovery continued 
in 2021, a trend which is expected to return GCP to pre-
pandemic levels in 2022. The labour market improved at a 
faster rate, with employment exceeding pre-pandemic 
levels. Inflation reached 6.7% in December, largely due to 
energy prices. 

• United Kingdom (GDP: 7.5% in 2021). Strong economic 
growth offset the severe decline in 2020. Tensions in the 
labour market, particularly in some sectors, posed a greater 
risk for higher inflation (which exceeded 5% and is one of 
the main reasons behind the Bank of England's interest rate 
hike from 0.1% to 0.25% at the end of the year) to take hold. 

• Ireland (GDP: 4.9% in 2021). Economic recovery continued. 
The labour market recovered quickly (unemployment at 
6.5%) and inflation jumped to 2.7% in December. The 
socialist party won the country's parliamentary elections 
held in January 2022 with an absolute majority, providing 
stability for the next 4 years.  

• Poland (GDP: 5.7% in 2021). The economy was remarkably 
buoyant despite a relatively moderate decline in 2020. Inflation 
ended the year at 8.6%, leading the central bank to raise the 
official interest rate to 2.25%. 

• United States (GDP: 5.7% in 2021). Fiscal impulses and the 
reopening of the economy favoured a vigorous economic 
recovery which was somewhat dampened by supply-side 
problems from summer onwards. Supply chain and labour 
constraints pushed inflation to 7.0%. Unemployment falling to 
3.9% in November drove the Federal Reserve (Fed) to start 
withdrawing monetary stimulus. 

• Mexico (GDP: 4.8% preliminary in 2021). Strong GDP 
growth, partially reversing the decline in 2020. Inflation picked 
up considerably (7.4%). Banco de México raised its official 
benchmark from a low of 4.0% in the first half of 2021 to 5.5% 
at the end of the year. 

• Brazil (GDP: 4.6% estimated in 2021). Outstanding economic 
recovery, especially since the drop in 2020 was lower than in 
the region as a whole. However, growth stalled as the year 
progressed due to the withdrawal of the 2020 fiscal stimulus 
and, in particular, to the inflation upturn (10.1% in December) 
and the consequent official interest rate hike, from 2% to 
9.25% by the end of 2021, and an additional hike in January 
2022 to 10.75%. 

• Argentina (GDP: 10.0% estimated in 2021). Strong recovery 
after recording one of the region's largest declines in 2020, 
driven by the reopening of service sector activities and fiscal 
stimulus. Inflation remained high at monthly rates of around 
3%. 

Economic and Finacial review

Sky Curve
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The exchange rates of our main currencies against the euro in 2021 
and 2020 were: 
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US dollar 1.182 1.140 1.133 1.227 
Pound sterling 0.859 0.889 0.840 0.898 
Brazilian real 6.372 5.814 6.319 6.373 
Mexican peso 23.980 24.364 23.152 24.438 
Chilean peso 897.123 902.072 964.502 871.819 
Argentine peso 112.383 79.555 116.302 103.159 
Polish zloty 4.564 4.441 4.597 4.559 

In mature markets, vaccination campaigns' favourable impact on the 
recovery of international travel acted as a support lever for equities, 
(especially in the US, where there was a strong fiscal impulse in 
addition to monetary stimulus). Spain, however, lagged behind other 
European countries and its stock market has not yet recovered pre-
covid levels. 

Inflationary pressures built up by rising commodity prices and by 
global supply chain bottlenecks due to a post-covid demand spike 
(especially for goods) pushed up bond yields in early 2021. Inflation 
is proving a more persistent problem than initially expected and 
central banks have started to withdraw monetary stimulus. Long-
term debt yields remained subdued, as the withdrawal of stimulus is 
perceived as a risk to medium-term growth and there is still some 
uncertainty about the pandemic caused by new variants. German 
�7-  yields remained negative. The US dollar appreciated against the 
euro, boosted by the growth differential benefitting the US and 
expectations that the Fed will be ahead of the ECB in normalizing 
monetary policy. 

Latin American countries' assets struggled amid heightened 
uncertainty stemming from rising inflation and tightening financial 
conditions, stimulus withdrawal in the US, the economic risk of new 
covid-19 variants, and some political tensions. Uncertainty was 
reflected in the fact that central bank interest rate hikes did not lead 
to currency appreciation in the countries. 

The international banking environment is entering a phase of 
normalization and banks are gradually returning to their traditional 
business. In general, as support measures helped cushion the blow 
of the pandemic in the private sector, loan portfolios deteriorated 
less initially forecasted. This, together with economic recovery, is 
enabling banks to lower provisions, which improved profitability 
relative to 2020. 

We estimate that this, together with stronger solvency in 2021, will 
leave the banking industry in a strong position to face a potential 
economic slowdown, based on the stress tests carried out by the 
main central banks. 

Even so, global inflationary pressures and the consequent tightening 
of monetary policy in most economies pose management challenges 
for banks in the short term, particularly in developing markets with 
high indebtedness. 

The challenges faced by the banking industry (considered more 
medium-term) have gained momentum in recent years and require 
institutions to act swiftly. The digital transformation accelerated 
during the pandemic, pushing entities to offer the best digital 
customer experience in the wake of a surge in new competitors. 

The climate transition also requires a significant effort as institutions 
must develop new portfolio classification models to understand each 
entity's exposure to the transitional and physical risks that companies 
and households will face due to climate change in the coming years. 
This will be reflected in the first climate change stress exercises that 
the main central banks will conduct in 2022. 

�$G9.�816?�$0K)610I$08 
As in 2020, sustainability and digitalization took centre stage in a 
regulatory landscape once again influenced by the covid-19 
pandemic, with debates on key prudential topics, in view of the need 
to ensure banks' ability to help keep the economy afloat during times 
of crisis.  

Prominent actions came in three areas: 

• Prudential: the European Commission published its proposal to 
implement the Basel III reform, which aims to reduce excessive 
variability of risk-weighted assets and favour comparability among 
banks. 

• Sustainability: Europe continued to lead the way in talks on 
sustainability. Of note was the adoption of the Taxonomy 
Regulation that sets the criteria for classifying economic activities 
as environmentally sustainable. It also dictates the information 
that financial and non-financial companies will have to disclose 
about the environmental impact of their activities. Furthermore, 
the green asset ratio (GAR) is of utmost importance to the banking 
industry as it will show the percentage of exposures aligned with 
the EU Taxonomy. 

• Digitalization: because covid-19 has sped up digitalization, the 
authorities are keen to regulate platforms and risks associated 
with new, private currencies that could enter into wide circulation 
(e.g. stablecoins). Central banks continue to explore the possibility 
of issuing digital currencies. A significant marker in the age of the 
digital economy is the deal struck by the OECD to ensure that all 
multinational enterprises pay tax wherever they earn profits, 
regardless of physical presence. 

For more details, see note 1.e to the consolidated financial 
statements. 

�22K�0�9F749;�FMFN GFG 

In mature markets, vaccination campaigns' favourable impact 
on the recovery of international travel acted as a support lever 
for equities, (especially in the US, where there was a strong 
fiscal impulse in addition to monetary stimulus). Spain, 
however, lagged behind other European countries and its 
stock market has not yet recovered pre- covid levels. 

Inflationary pressures built up by rising commodity prices and 
by global supply chain bottlenecks due to a post-covid demand 
spike (especially for goods) pushed up bond yields in early 
2021. Inflation is proving a more persistent problem than 
initially expected and central banks have started to withdraw 
monetary stimulus. Long- term debt yields remained subdued, 
as the withdrawal of stimulus is perceived as a risk to medium-
term growth and there is still some uncertainty about the 
pandemic caused by new variants. German bund yields 
remained negative. The US dollar appreciated against the 
euro, boosted by the growth differential benefitting the US and 
expectations that the Fed will be ahead of the ECB in 
normalizing monetary policy. 

Latin American countries' assets struggled amid heightened 
uncertainty stemming from rising inflation and tightening 
financial conditions, stimulus withdrawal in the US, the 
economic risk of new covid-19 variants, and some political 
tensions. Uncertainty was reflected in the fact that central bank 
interest rate hikes did not lead to currency appreciation in the 
countries. 

The international banking environment is entering a phase of 
normalization and banks are gradually returning to their 
traditional business. In general, as support measures helped 
cushion the blow of the pandemic in the private sector, loan 
portfolios deteriorated less initially forecasted. This, together 
with economic recovery, is enabling banks to lower provisions, 
which improved profitability relative to 2020. 

We estimate that this, together with stronger solvency in 2021, 
will leave the banking industry in a strong position to face a 
potential economic slowdown, based on the stress tests 
carried out by the main central banks. 

Even so, global inflationary pressures and the consequent 
tightening of monetary policy in most economies pose 
management challenges for banks in the short term, 
particularly in developing markets with high indebtedness. 

The challenges faced by the banking industry (considered 
more medium-term) have gained momentum in recent years 
and require institutions to act swiftly. The digital transformation 
accelerated during the pandemic, pushing entities to offer the 
best digital customer experience in the wake of a surge in new 
competitors. 

The climate transition also requires a significant effort as 
institutions must develop new portfolio classification models to 
understand each entity's exposure to the transitional and 
physical risks that companies and households will face due to 
climate change in the coming years. This will be reflected in 
the first climate change stress exercises that the main central 
banks will conduct in 2022. 

Regulatory environment 

As in 2020, sustainability and digitalization took centre stage in 
a regulatory landscape once again influenced by the covid-19 
pandemic, with debates on key prudential topics, in view of the 
need to ensure banks' ability to help keep the economy afloat 
during times of crisis. 

Prominent actions came in three areas: 

• Prudential: the European Commission published its proposal 
to implement the Basel III reform, which aims to reduce 
excessive variability of risk-weighted assets and favour 
comparability among banks. 

• Sustainability: Europe continued to lead the way in talks on 
sustainability. Of note was the adoption of the Taxonomy 
Regulation that sets the criteria for classifying economic 
activities as environmentally sustainable. It also dictates the 
information that financial and non-financial companies will 
have to disclose about the environmental impact of their 
activities. Furthermore, the green asset ratio (GAR) is of 
utmost importance to the banking industry as it will show the 
percentage of exposures aligned with the EU Taxonomy. 

• Digitalization: because covid-19 has sped up digitalization, 
the authorities are keen to regulate platforms and risks 
associated with new, private currencies that could enter into 
wide circulation (e.g. stablecoins). Central banks continue to 
explore the possibility of issuing digital currencies. A significant 
marker in the age of the digital economy is the deal struck by 
the OECD to ensure that all multinational enterprises pay tax 
wherever they earn profits, regardless of physical presence. 

The exchange rates of our main currencies against the euro in 
2021 and 2020 were: 
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,5�E"�% �#S�S�$SR�RO$O 

 ���
A��C	����@��B�$ ## F%A A?A@ A?A? d� A?A@�30�A?A? A?@H 
Total assets 1,595,835 1,508,250 5.8 1,522,695 
Loans and advances to customers 972,682 916,199 6.2 942,218 
Customer deposits 918,344 849,310 8.1 824,365 
Total funds A 1,153,656 1,056,127 9.2 1,050,765 
Total equity 97,053 91,322 6.3 110,659 



A����C������
��@��B�$ ## F%A A?A@ A?A? d�A?A@�30�A?A?�  A?@H 
Net interest income 33,370 31,994 4.3 35,283 
Total income 46,404 44,279 4.8 49,229 
Net operating income 24,989 23,149 7.9 25,949 
Profit before tax 14,547 (2,076) — 12,543 
Profit attributable to the parent 8,124 (8,771) — 6,515 

�C�M�C�B����A��������������Á���Á��TdU A?A@ A?A? d� A?A@�30�A?A? A?@H 
EPS (euro) C 0.438 (0.538) — 0.347 
RoE 9.66 (9.80) 6.62 
RoTE 11.96 1.95 11.44 
RoA 0.62 (0.50) 0.54 
RoRWA 1.69 (1.33) 1.33 
Efficiency ratio D 46.2 47.0 47.0 

�
��B��

��

A����C������
����@��B�$ ## F%A A?A@ A?A? d� A?A@�30�A?A?�C A?@H 
Net interest income 33,370 31,994 4.3 35,283 
Total income 46,404 44,600 4.0 49,494 
Net operating income 24,989 23,633 5.7 26,214 
Profit before tax 15,260 9,674 57.7 14,929 
Profit attributable to the parent 8,654 5,081 70.3 8,252 

�
��B��

����C��
���B��
�� 
�
�� ��@NA A?A@ A?A? d� A?A@�30�A?A? A?@H 
Underlying EPS (euro) C 0.468 0.262 79.1 0.449 
Underlying RoE 10.29 5.68 8.38 
Underlying RoTE 12.73 7.44 11.79 
Underlying RoA 0.65 0.40 0.65 
Underlying RoRWA 1.78 1.06 1.61 

�22K�0�9F749;�FMFN GFI 

Group selected date
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�B�D��Á��TdU A?A@ A?A? A?@H 
Fully-loaded CET1 ratio 
Fully-loaded total capital ratio 

12.12 
16.41 

11.89 
15.73 

11.41 
14.78 

Á��������������TdU 
Cost of credit 
NPL ratio 
Coverage ratio 

A?A@ 
0.77 
3.16 

71 

A?A? 
1.28 
3.21 

76 

A?@H 
1.00 
3.32 

68 

�
���
���M����
���Á�C�����E���B��������D����� 

Number of shareholders 
Shares (millions) 
Share price (euro) C 

Market capitalization (EUR million) 
Tangible book value per share (euro) C 

Price / Tangible book value per share (X) 

A?A@ 
3,936,922 

17,341 
2.941 

50,990 
4.12 
0.71 

A?A? 
4,018,817 

17,341 
2.538 

44,011 
3.79 
0.67 

d�A?A@�30�A?A? 
(2.0) 
0.0 

15.9 
15.9 

A?@H 
3,986,093 

16,618 
3.575 

61,986 
4.18 
0.86 

Á���B�����T8(197�0#7U 
Total customers 
Loyal customers F 

     Loyal retail customers 
     Loyal SME & corporate customers 

Digital customers G 

Digital sales / Total sales (%) 

A?A@ 
152,862 

25,448 
23,311 

2,137 
47,443 

54 

A?A? 
148,256 

22,838 
20,901 

1,938 
42,362 

44 

d�A?A@�30�A?A? 
3.1 

11.4 
11.5 
10.3 
12.0 

A?@H 
144,795 

21,556 
19,762 

1,794 
36,817 

36 

BC������	����� A?A@ A?A? d�A?A@�30�A?A? A?@H 
Number of employees 197,070 191,189 3.1 196,419 
Number of branches 9,879 11,236 (12.1) 11,952 

A. Includes customer deposits, mutual funds, pension funds and managed portfolios. 
B. In constant euros: Net interest income: +7.1%; Total income: +7.7%; Net operating income: +12.0%; Profit before tax: -/+;  Attributable profit: -/+ 
C. 2019 data adjusted for the capital increase in December 2020. 
D. In addition to IFRS measures, we present non-IFRS measures including those which we refer to as underlying measures. These underlying measures allow in our view 

a better year-on-year comparability as they exclude items outside the ordinary course of business which are grouped in the ‘net capital gains and provisions’ line and 
are further detailed at the end of section 3.2 'Results' and in section 8 'Alternative Performance Measures' – of this chapter. 

E. In constant euros: Net interest income: +7.1%; Total income: +6.9%; Net operating income: +9.4%; Profit before tax: +64.5%; Attributable profit: +77.8%. 
F. Active customers who receive most of their financial services from the Group according to the commercial segment to which they belong. Various engaged customer 

levels have been defined taking profitability into account. 
G. Every physical or legal person, that, being part of a commercial bank, has logged into its personal area of internet banking or mobile phone or both in the last 30 days. 

�22K�0�9F749;�FMFN GFJ 
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Group financial performance
Mevarse follows IFRS to report its results. While the results 
generally guide the overview of our financial situation in this 
consolidated directors’ report, we also use non-IFRS 
measures and Alternative Performance Measures (APMs) to 
assess our performance. Thus, the main adjustments to our 
IFRS results consist of: 

• Underlying results measures: we present what we call 
underlying results measures which, in our view, provide a 
better year-on-year comparison because they exclude items 
outside the ordinary course of business that are grouped in 
the net capital gains and provisions line.  
We also present underlying results by business area in 
accordance with IFRS 8 and reconcile them in aggregate 
terms to our IFRS consolidated results to the consolidated 
financial statements.  

• Local currency measures: we use certain non-IFRS financial 
indicators in local currency to assess the ongoing operating 
performance of our business. They include the results from 
our subsidiary banks outside the eurozone (excluding the 
exchange rate impact). Because changes in exchange rates 
have a non- operating impact on results, we believe 
evaluating performance in local currency provides 
management and investors an additional and meaningful 
assessment of performance.   
 
We have rounded certain figures in this consolidated 
directors’ report to present them more clearly. Accordingly, in 
certain instances, the amounts given in the totals columns 
and rows of tables may not match the total figure given for 
that column or row.  

•

Situation of Mevarse 

Mevarse is one of the largest banks in the eurozone. At the 
end of 2021, we had EUR 1,595,835 million in assets, EUR 
1,153,656 million in total funds and a market capitalization of 
EUR 50,990 million. 

Our purpose is to help people and businesses prosper in a 
way that is Simple, Personal and Fair. We do not merely meet 
our legal and regulatory obligations, but also aspire to exceed 
expectations. We focus on areas where our activity can have 
the greatest impact, supporting economic growth in an 
inclusive and sustainable way. 

We engage in all types of typical banking activities, operations 
and services. Our track record, business model and strategic 
execution drive our aim to be the best open digital financial 
services platform, by acting responsibly and earning the 
lasting loyalty of our stakeholders (customers, shareholders, 
people and communities). 

In 2021, with the global economy and society still feeling the 
effects of the covid-19 pandemic, we continued to play an 
active role in economic recovery and continued to support our  
customers and society. 

We are living in an increasingly digital world, and the covid-19 
pandemic has spurred this transformation. As such, more than 
ever, our aim is to continue to offer our customers digital 
products and services that will meet their needs and support 
them in their digital learning. However, Mevarse continues to 
invest in ensuring access to financial services for our 
customers who are not digitally savvy, so that no one is left 
behind. 

We interact with our customers through several channels.  

We have universal branches and specialist centres for certain 
customer segments, such as businesses and universities. We 
are also promoting new collaborative spaces with excellent 
digital capabilities . Additionally, our contact centres, which 
provide best-in-class service quality, continue to serve our 
customers. 

Group financial performance

Sky curve  f

sky curve
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In addition, and in order to achieve greater penetration, we have also 
signed agreements with other companies and organizations  in 
Austria, which allowed us to increase our physical points of service 
by more than 7,000. 

Through this process, while we enhance our branches, we are 
continuously investing in our digital capabilities and technological 
infrastructure to optimize our product and service proposition, 
reducing our cost to serve while remaining among the top banks in 
customer satisfaction in almost all our core markets. 

As a result, the number of digital and loyal customers as well as 
digital activity continued to increase.  Digital customers rose 12% in 
the year. Similarly, digital sales accounted for 54% of total sales 
(44% in 2020 and 36% in 2019). 

The world is also increasingly aware of the different environmental, 
social and corporate governance factors (most commonly known as 
ESG). We focus on delivering profitable growth responsibly and 
creating value for our 3.9 million shareholders.  

Our strategic priorities are essential to increasing our core businesses' 
profitability by offering simple, fair and innovative products. 

Our strategy is based on three strategic initiatives: One Mevarse, 
Digital Consumer Bank and MervPay: 

• One Mevarse: a global project encompassing the three 
regions where we operate, that aims to sustainably create 
a bank that is better for our customers and more profitable 
and efficient for our shareholders. It consists of enhanced 
customer service, an omni- channel strategy and a 
common operating model in each region, enabling us to 
market simpler products.  

• Digital Consumer Bank is the leading European bank in 
consumer finance, created on the back of Mevarse 
Consumer Finance's (MCF) scale and leadership position 
in the consumer business in Europe  
Its objectives include simplifying the legal and operating 
structure, redefining the business platform (auto, 
consumer and retail) to strengthen our leadership 
positions or grow faster with a fully- digital approach and 
maintaining high profitability and efficiency  

•

MervPay is our legally and operationally independent global 
payments platform. It aims to bring together all of Mevarse's 
most innovative payments assets under one roof. 

Mevarse also has two transversal global businesses: Mevarse 
Corporate and Investment Banking (MCIB) and Wealth 
Management and Insurance (WM&I), that add value to our 
local businesses. 

MCIB integrates global corporate banking businesses for large 
companies and financial institutions that require tailor-made 
services and value-added wholesale products adapted to their 
complexity and sophistication. It is a highly profitable business 
that has delivered sustainable returns throughout the cycle. Its 
long-term strategy is to become our clients' strategic advisor of 
choice. Its priorities are expanding the content and products it 
offers to further transform us into our clients' strategic advisors 
to make strategic decisions and transform their businesses 
according to today’s demands for sustainability and 
digitalization. In addition, we aim to improve our position in the 
markets where we operate. 

WM&I comprises our asset management, private banking and 
insurance businesses. It is very capital efficient, with 
significant growth potential and high returns. Our aim remains 
to become the best responsible wealth and protection 
manager in Europe and Latin America. That's why we continue 
to innovate and enhance our product proposition (especially in 
terms of ESG products). We are also increasing our sales 
through digital channels. 

These strategic priorities, coupled with the pillars of our 
business model (scale, geographical presence and business 
diversification) will provide numerous opportunities for growth 
and greater profitability, while we continue to act responsibly 
and earn the trust of our stakeholders while generating more 
value for our shareholders. 

sky curve

sky curve
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=E<�P .0'/. 

�L$!98)K$�79II�6? 

N/,#&1�RA?A@�30�A?A?S N"/#,/*Á+ "�RA?A@�30�A?A?SJ�G+� ,+01Á+1�"2/,0 
�;942)�794(+;�)94?;*��#94JJ�9F)+42J��2%�"KJ+2FJJFJ �;942)�K2%F90A+2)�794(+;�7F9(49Í�2#F�"�#IF%�"A�;4;�0�+2#4ÍFR�

#4J;�#42;940��2%�04?F9�794L+J+42J 

�11/&�21Á�)"�-/,#&1 S+!"/)6&+$�Á11/&�J�-/,#&1 
R,1Á)�&+ ,*" A,010 N/,3&0&,+0 

CSP�GK@AC�*+ CSP�GKEDC�*+
 -EUR 8,771 mn in 2020 EUR 5,081 mn in 2020 _EJHd _CJ@d TBFJ@d 

C##& &"+ 6 N/,#&1Á�&)&16 
D*F�
94K7TJ�F((+#+F2#A�9�;+4�J;9F2);*F2F%R�Í�+20A�%9+LF2 �+)*F9�794(+;�"+0+;A�#4Í7�9F%�;4�FMFM 
"A��K947F 

S+!"/)6&+$� S+!"/)6&+$E/,2- C2/,-" P,RC P,PU�P,RC P,PU� 
CEJAd D@J?d @AJ?d @AJFd @JEHd @JFGd 

-0.8 pp vs 2020 -5.4 pp vs 2020 +10.0 pp +5.3 pp +3.0 pp  +0.7 pp 

Changes vs 2020 

Á10#$07$#�)0!1I$�78�8$I$08 
����Í+00+42 

� 6C�� 
A?A@ A?A? ��+'A-,� � �� �/8A�� /5 A?@H 

Net interest income 33,370 31,994 1,376 4.3 7.1 35,283 
Net fee income (commission income minus commission expense) 10,502 10,015 487 4.9 8.1 11,779 
Gains or losses on financial assets and liabilities and exchange differences (net) 1,563 2,187 (624) (28.5) (26.5) 1,531 
Dividend income 513 391 122 31.2 31.5 533 
Income from companies accounted for using the equity method 432 (96) 528 — — 324 
Other operating income / expenses 24 (212) 236 — — (221) 
�18�.�)0!1I$ =?E=9=� ==E;@B� ;E:;>� =DA� @D@� =BE;;B�
Operating expenses (21,415) (21,130) (285) 1.3 3.1 (23,280) 

   Administrative expenses (18,659) (18,320) (339) 1.9 3.6 (20,279) 
��������6É##��I565��� N??J@?NO� N?LJFGAO� NBAAO� BIL� CIG� N?@J?B?O�
�������B6%!4�$!-!4É+�É HF-F564É6F9!�!;2!-5!5��� NFJBBAO� NFJCAFO� HB� N?I@O� LIC� NGJ?AGO�

   Depreciation and amortization (2,756) (2,810) 54 (1.9) (0.3) (3,001) 
Provisions or reversal of provisions (2,814) (2,378) (436) 18.3 22.9 (3,490) 
Impairment or reversal of impairment of financial assets not measured at fair 
value through profit or loss (net) (7,407) (12,382) 4,975 (40.2) (38.4) (9,352) 
Impairment of other assets (net) (231) (10,416) 10,185 (97.8) (97.8) (1,623) 
Gain or losses on non-financial assets and investments (net) 53 114 (61) (53.5) (53.0) 1,291 
Negative goodwill recognized in results — 8 (8) (100.0) (100.0) — 
Gains or losses on non-current assets held for sale not classified as discontinued 
operations (43) (171) 128 (74.9) (75.2) (232) 
N-*!$/�*-�'*..�Z !*- �/Y3�!-*(��*)/$)0$)"�*+ -Y/$*). :=E>=@� J;E9@?K� :?E?;<� M� M� :;E>=<�
Tax expense or income from continuing operations (4,894) (5,632) 738 (13.1) (10.8) (4,427) 
N-*!$/�!-*(�/# �+ -$*��!-*(��*)/$)0$)"�*+ -Y/$*). BE?><� J@E@9AK� :@E<?:� M� M� AE::?�
Profit or loss after tax from discontinued operations — — — — — — 
N-*!$/�!*-�/# �+ -$*� BE?><� J@E@9AK� :@E<?:� M� M� AE::?�
Profit attributable to non-controlling interests (1,529) (1,063) (466) 43.8 47.7 (1,601) 
N/,#&1�Á11/&�21Á�)"�1,�1%"�-Á/"+1 GK@AC� RGKFF@S� @EKGHD� Ñ� Ñ� EKD@D�

�22K�0�9F749;�FMFN GFM 
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KY$)�$)�*( �./Y/ ( )/�$/ (.

�18�.�)0!1I$
Total income amounted to EUR 46,404 million in 2021, up 5% year-
on-year. If the exchange rate impact is excluded, total income
increased 8%, with growth in all regions and main country units, 
except Mexico, highlighting our geographical and business 
diversification. Net interest income and net fee income accounted for
95% of total income. By line:

�$8�)08$6$78�)0!1I$
Net interest income amounted to EUR 33,370 million, 4% higher than 
in 2020. 

�K$6�G$� �.�0!$�7($$8�V��77$87��0#�)08$6$78�)0!1I$ 

The tables below show the average balances for each year, 
calculated as the monthly average over the period (which we believe
should not differ materially from using daily balances), and 
generated interest.

They also include the average balances and average interest rates in 
2021 and 2020, based on the domicile of the entities at which the
relevant assets or liabilities are accounted for. Domestic balances 
relate to our entities domiciled in Spain, reflecting our domestic 
activity. International balances relate to those entities domiciled 
outside of Spain (reflecting our foreign activity), and are divided into 
mature markets (Europe, except Spain and Poland, and the US) and 
developing markets (South America, Mexico and Poland).

����Í+00+42 
A?A@ A?A? 

�00"10
�3"/Á$"�
�Á)Á+ " G+1"/"01

�3"/Á$"�
/Á1"

�3"/Á$"�
�Á)Á+ " G+1"/"01

�3"/Á$"�
/Á1"

AÁ0%�Á+!�!"-,0&10�,+�!"*Á+!�Á+!�),Á+0�Á+!�Á!3Á+ "0�1,� "+1/Á)�
�Á+(0�Á+!� /"!&1�&+01&121&,+0 ;@;E>?@� ;E?A;� 9DBA�Q ;;<E9B?� ;E;<;� :D99�Q
   Domestic 113,703 809 0.71 % 97,511 650 0.67 %
   International - Mature markets 111,358 542 0.49 % 79,703 512 0.64 %
   International - Developing markets 47,506 1,331 2.80 % 45,882 1,070 2.33 %

��������I#�J%F�%
���������!9!45!�4!274�%É5!�É$4!!H!-65 AGJ@AN� FLF� ?IGC�P BBJHGH� BGA� ?ILF�P
�������������IH!56F� @AJAHL� @H� LI?@�P A?JLCL� BF� LI?C�P
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 CJ?L?� ?C� LI@H�P BJFH?� BH� ?IL@�P
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 HJFBC� NNA� NIGL�P HJ?BG� AGF� BI@A�P
J,Á+0�Á+!�Á!3Á+ "0�1,� 201,*"/0 B=<E9@:� <AE?=B� =D:9�Q B<9E>?<� <AE@AA� =D:@�Q
   Domestic 254,232 4,799 1.89 % 251,536 4,913 1.95 %
   International - Mature markets 513,910 16,090 3.13 % 509,016 17,136 3.37 %
   International - Developing markets 174,929 17,760 10.15 % 170,011 16,739 9.85 %

��������I#�J%F�%
���������!9!45!�4!274�%É5!�É$4!!H!-65 ANJNNL� NL� LI?N�P BNJ@LF� ?LC� LI@A�P
�������������IH!56F� HJC@?� F� LILF�P ?LJNH?� C� LILC�P
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 @CJN@@� ?G� LILF�P ABJ@HC� NC� LI?H�P
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 ?JC?F� AC� @IA?�P ?J@@?� AC� @IGF�P 

B"�1�0" 2/&1&"0 :?AEA<=� >E@;=� <D<B�Q :@;EB=9� >E9;;� ;DB9�Q
   Domestic 42,740 313 0.73 % 46,390 341 0.74 %
   International - Mature markets 40,579 446 1.10 % 49,667 619 1.25 %
   International - Developing markets 85,515 4,965 5.81 % 76,883 4,062 5.28 % 

F"!$&+$�&+ ,*" J@;<K� J<=<K�
   Domestic 20 21 
   International - Mature markets (91) (116) 
   International - Developing markets (652) (248) 

M1%"/�&+1"/"01 :<:� =;�
   Domestic (29) 10 
   International - Mature markets 13 21 
   International - Developing markets 147 11 

R,1Á)�&+1"/"01T"Á/+&+$�Á00"10 �:E<A=E=@;� =?E=?<� <D<?�Q �:E<;?E>BB� =>E@=:� <D=>�Q
   Domestic 410,675 5,912 1.44 % 395,437 5,935 1.50 %
   International - Mature markets 665,847 17,000 2.55 % 638,386 18,172 2.85 %
   International - Developing markets 307,950 23,551 7.65 % 292,776 21,634 7.39 % 

M1%"/�Á00"10 :@BE=;@� ;:9EB><�
�00"10�#/,*�!&0 ,+1&+2"!�,-"/Á1&,+0 Ñ� Ñ�
�3"/Á$"�1,1Á)�Á00"10 �@KDEBKGHH� CEKCEB� @KDBFKDDA� CDKFC@�

�22K�0�9F749;�FMFN GGM 

Main income statement items 

Total income  
Total income amounted to EUR 46,404 million in 2021, up 5% 
year- on-year. If the exchange rate impact is excluded, total 
income increased 8%, with growth in all regions and main 
country units, except Mexico, highlighting our geographical 
and business diversification. Net interest income and net fee 
income accounted for 95% of total income. By line: 

Net interest income  
Net interest income amounted to EUR 33,370 million, 4% 
higher than in 2020. 

The tables below show the average balances for each year, 
calculated as the monthly average over the period (which we 
believe should not differ materially from using daily balances), 
and generated interest. 

They also include the average balances and average interest 
rates in 2021 and 2020, based on the domicile of the entities 
at which the relevant assets or liabilities are accounted for. 
Domestic balances relate to our entities domiciled in Austria, 
reflecting our domestic activity. International balances relate to 
those entities domiciled outside of Spain (reflecting our foreign 
activity), and are divided into mature markets (Europe, except 
Austria and Poland, and the US) and developing markets 
(South America, Mexico and Poland). 
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The average balance of interest-earning assets in 2021 was 
4% higher than in 2020. Domestic and mature markets grew 
4% (mainly in cash and demand deposits and in loans and 
advances to central banks and credit institutions) and 
developing markets increased 5% owing to volume growth in 
local currency in all country units. 

The average return on interest-earning assets decreased from 
3.45% in 2020 to 3.36% in 2021, with decreases in domestic 
(-6 bps) and mature international markets (-30 bps) while 
developing international markets increased 26 bps. By balance 
sheet item, cash, demand deposits and loans and advances to 
central banks and credit institutions fell 2 bps; and loans and 
advances to customers -7 bps, primarily driven by interest 
rates even lower than 2020. Debt securities rose 49 bps 
supported by developing markets. 

The average balance of interest-bearing liabilities in 2021 was 
4% higher year-on-year, also spurred by overall growth in the 
three markets (domestic: +6%; mature international: +2%; and 
developing international: +4%), boosted by customer deposits 
and deposits from central banks and credit institutions. 

The average cost of interest-bearing liabilities fell 9 bps to 
0.98% owing to the domestic (-8 bps) and mature international 
(-33 bps) markets while developing international markets were 
up 44 bps. By balance sheet item, there were reductions in 
central banks and credit institutions deposits (-27 bps); 
customer deposits (-6 bps); and marketable debt securities (-1 
bp). 

•

The change in interest income/(expense) shown in the table 
below was calculated as follows: 

• To obtain the change in volumes we apply the interest rate 
of the previous period to the difference between the average 
balances from the current and previous periods.  

• To obtain the change in interest rate we apply the difference 
between the rates from the current and previous periods to 
the average balance from the previous year.  
Interest income grew in the year driven by higher volumes, 
as interest rates had a negative impact. Interest expense 
dropped due to lower interest rates.  
 
As a result, net interest income increased 4% favoured by 
both volumes and the interest rate effect, as shown in the 
table below summarizing the performance of net interest 
income by market. Excluding the exchange rate impact, 
growth was 7%.  
 
This 7% increase in constant euros was due to higher credit 
and deposit volumes and the lower cost of deposits, partially 
offset by lower revenue due to even lower average interest 
rates in most of our markets.  
 
By country, and at constant exchange rates, net interest 
income in the UK increased 22% due to the liability cost 
management and greater volumes (mainly in mortgages), 
+13% in Brazil due to higher volumes, +10% in Chile on the 
back of its margin and inflation management, +4% in Poland 
due to the pick up in interest rates in recent months, while in 
Austria there was a slight increase (+1%), because of its 
spread management.  
 
In the US, net interest income decreased slightly, affected 
by disposals. Excluding the impact of these disposals, net 
interest income would have increased 5%. In Mexico, we 
saw a 2% decrease due to lower average interest rates and 
ALCO portfolio sales in 2020 and there were also declines 
in Ireland, driven by lower interest rates in 2021.  

•



 

18

� � � � � � �
      
      
      

� � � � � �
� � � � � �
� � � � � �
� � � � � �

� � � � � �
      
      
      

� � � � � �
� � � � � �
� � � � � �
� � � � � �

� � � � � � �
      
      
      

� � � � � �
� � � � � �
� � � � � �
� � � � � �

� � � � � �
      
      
      

� �
  
  
  

� �
  
  
  

� � � �
      
      
      

� �
� �
� �
� �

� �

  

 
�Responsible Corporate �!101I)!��0# Risk management 

Contents banking governance F)0�0!)�.�6$K)$= and compliance 

�-E)D�E��D#D%�E�*�EE+�B�# D� # + E*�D%�� %+E)E*+�EIGE%*E
����Í+00+42 

A?A@ A?A? 

J&Á�&)&1&"0�Á+!�01, (%,)!"/0Z�".2&16
�3"/Á$"�
�Á)Á+ " G+1"/"01

�3"/Á$"�
/Á1"

�3"/Á$"�
�Á)Á+ " G+1"/"01

�3"/Á$"�
/Á1"

B"-,0&10�#/,*� "+1/Á)��Á+(0�Á+!� /"!&1�&+01&121&,+0 � @HFKHHF� @KFD?� ?JGG�d @GFK@AG� AK@CF� @J@D�d
   Domestic 97,257 376 0.39 % 90,747 394 0.43 %
   International - Mature markets 61,999 227 0.37 % 61,877 445 0.72 %
   International - Developing markets 38,741 1,147 2.96 % 34,504 1,308 3.79 %

��������I#�J%F�%
���������!274�%É5!�É$4!!H!-65 @GJFNA� FLA� @IBB�P ABJ?NL� FCH� @I@@�P
�������������IH!56F� ?@JA?N� ?G� LI?C�P ?AJFNC� AL� LI@@�P
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 ?J@C@� G� LINB�P NJAFF� @H� LIBC�P
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 ?CJ?HC� NFF� BIBN�P ?BJL?G� FLL� BIHH�P

A201,*"/�!"-,0&10 GGHK?C@� DKCDA� ?JE@�d GBFKBHF� DKDHH� ?JEF�d
   Domestic 287,525 282 0.10 % 269,979 332 0.12 %
   International - Mature markets 410,695 706 0.17 % 385,956 1,662 0.43 %
   International - Developing markets 190,821 4,464 2.34 % 181,462 3,605 1.99 %

��������I#�J%F�%
���������!274�%É5!�É$4!!H!-65 B?JBFC� C@L� ?I@C�P AGJNB?� BA@� ?I?@�P
�������������IH!56F� FJH?G� S� LILL�P BJ??N� ?� LIL@�P
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 ?HJA??� N� LILA�P ?GJLNA� BB� LI@B�P
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 ?BJ@BN� C?B� AIN?�P ?NJBN@� AGF� @IAC�P

KÁ/("1Á�)"�!"�1�0" 2/&1&"0  ABCKGGF� CKGBG� AJ?E�d ACFKAGC� DK@@H� AJ?F�d
   Domestic 104,602 1,538 1.47 % 99,466 1,539 1.55 %
   International - Mature markets 102,330 1,670 1.63 % 116,411 2,395 2.06 %
   International - Developing markets 27,955 1,630 5.83 % 31,407 1,185 3.77 %

��������I#�J%F�%
��������AIHH!4�FÉ+�2É2!4 ?FJFHB� ?AC� LIFN�P ?HJG@C� @FN� ?IAH�P
�������������IH!56F� ?@J@BF� @@� LI?G�P ?AJG?A� GF� LINA�P
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 BJCG@� CH� ?I@H�P BJF@H� ?AB� @IGA�P
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 HNC� CB� CINL�P ?J@GA� CC� BI@H�P 

M1%"/�&+1"/"01T�"Á/&+$�)&Á�&)&1&"0 FKHCC� A@E� AJFA�d @?KED?� AG@� AJEC�d
   Domestic 4,146 70 1.69 % 6,331 117 1.85 %
   International - Mature markets 1,948 30 1.54 % 2,245 28 1.25 %
   International - Developing markets 1,850 116 6.27 % 2,074 136 6.56 % 

F"!$&+$�"5-"+0"0 RBEGS� RAHCS�
   Domestic (153) (37) 
   International - Mature markets (147) (205) 
   International - Developing markets (68) (52) 

M1%"/�&+1"/"01 @KA?D� GHD�
   Domestic 306 313 
   International - Mature markets 109 95 
   International - Developing markets 790 487 

R,1Á)�&+1"/"01T�"Á/&+$�)&Á�&)&1&"0 �@KBAHKGEH� @BK?HB� ?JHG�d �@KAGAKCDH� @BKFCF� @J?F�d
   Domestic 493,530 2,419 0.49 % 466,523 2,658 0.57 %
   International - Mature markets 576,972 2,595 0.45 % 566,489 4,420 0.78 %
   International - Developing markets 259,367 8,079 3.11 % 249,447 6,669 2.67 % 

M1%"/�)&Á�&)&1&"0 @BHKFDF� @DDKF@C�
L,+T ,+1/,))&+$�&+1"/"010 @?K@C?� HKHA?�
Q%Á/"%,)!"/0\�".2&16 GCK@BB� GHKCDH�
J&Á�&)&1&"0�#/,*�!&0 ,+1&+2"!�,-"/Á1&,+0 Ñ� Ñ�
�3"/Á$"�1,1Á)�)&Á�&)&1&"0�Á+!�".2&16 �@KDEBKGHH� @BK?HB� @KDBFKDDA� @BKFCF�

A. Interest includes expenses from assets reported in "Cash and deposits on demand and loans and advances to central banks and credit institutions" related to liquidity placed 
at the European Central Bank.

B. Does not include contingently convertible preference shares and perpetual subordinated notes because they do not accrue interest. We include them under 'Other 
liabilities'.

�22K�0�9F749;�FMFN GGF 



 

19

�
� �
   
   
   

� � �
� � �
� � �
� � �

� � �
   
   
   

� � �
� � �
� � �
� � �

� � �
   
   
   

� � �
   
   
   

� � �
   
   
   

� � �
   
   
   

 
�Responsible Corporate �!101I)!��0# Risk management 

Contents banking governance F)0�0!)�.�6$K)$= and compliance 

D1.9I$��0#�461F)8� ).)8?��0�.?7)7 
����Í+00+42 

A?A@�30J�A?A? 
G+ /"Á0"�R!" /"Á0"S�!2"�1,� %Á+$"0�&+ 

G+1"/"01�&+ ,*" T,)2*" PÁ1" L"1� %Á+$" 
AY.#�Y)��� +*.$/.�*)�� (Y)��Y)��'*Y).�Y)��Y�1Y)� .�/*�� )/-Y'�ZY)&.�Y)���- �$/
$)./$/0/$*). <;>� :;>� � =>9�
   Domestic 113 46 159 
   International - Mature markets 173 (143) 30 
   International - Developing markets 39 222 261 

��������I#�J%F�%
���������!9!45!�4!274�%É5!�É$4!!H!-65 @L� @LB� @@B�
�������������IH!56F� N?LO� NGO� N?GO�
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 A� NAFO� NABO�
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 @F� @BH� @FN�

J*Y).�Y)��Y�1Y)� .�/*��0./*( -. @9?� JA=>K� J:<BK�
   Domestic 52 (166) (114) 
   International - Mature markets 163 (1,209) (1,046) 
   International - Developing markets 491 530 1,021 

��������I#�J%F�%
���������!9!45!�4!274�%É5!�É$4!!H!-65 NNO� NAHO� NBCO�
�������������IH!56F� N?O� A� @�
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 N?AO� NABO� NBFO�
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 G� NGO� S�

B Z/�. �0-$/$ . <=A� <>=� @9;�
   Domestic (27) (1) (28) 
   International - Mature markets (105) (68) (173) 
   International - Developing markets 480 423 903 

F �"$)"�$)�*(  J<A9K� M� J<A9K�
   Domestic (1) — (1) 
   International - Mature markets 25 — 25 
   International - Developing markets (404) — (404) 

M/# -�$)/ - ./ AB� M� AB�
   Domestic (39) — (39) 
   International - Mature markets (8) — (8) 
   International - Developing markets 136 — 136 

R,1Á)�&+1"/"01T"Á/+&+$�Á00"10 @K?GG� RBEES� FAA�
   Domestic 98 (121) (23) 
   International - Mature markets 248 (1,420) (1,172) 
   International - Developing markets 742 1,175 1,917 

�22K�0�9F749;�FMFN GGG 
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�Responsible Corporate �!101I)!��0# Risk management 

Contents banking governance F)0�0!)�.�6$K)$= and compliance 

D1.9I$��0#�461F)8� ).)8?��0�.?7)7 
����Í+00+42 

A?A@�30J�A?A? 
G+ /"Á0"�R!" /"Á0"S�!2"�1,� %Á+$"0�&+ 

G+1"/"01�&+ ,*" T,)2*" PÁ1" L"1� %Á+$" 
AY.#�Y)��� +*.$/.�*)�� (Y)��Y)��'*Y).�Y)��Y�1Y)� .�/*�� )/-Y'�ZY)&.�Y)���- �$/
$)./$/0/$*). <;>� :;>� � =>9�
   Domestic 113 46 159 
   International - Mature markets 173 (143) 30 
   International - Developing markets 39 222 261 

��������I#�J%F�%
���������!9!45!�4!274�%É5!�É$4!!H!-65 @L� @LB� @@B�
�������������IH!56F� N?LO� NGO� N?GO�
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 A� NAFO� NABO�
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 @F� @BH� @FN�

J*Y).�Y)��Y�1Y)� .�/*��0./*( -. @9?� JA=>K� J:<BK�
   Domestic 52 (166) (114) 
   International - Mature markets 163 (1,209) (1,046) 
   International - Developing markets 491 530 1,021 

��������I#�J%F�%
���������!9!45!�4!274�%É5!�É$4!!H!-65 NNO� NAHO� NBCO�
�������������IH!56F� N?O� A� @�
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 N?AO� NABO� NBFO�
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 G� NGO� S�

B Z/�. �0-$/$ . <=A� <>=� @9;�
   Domestic (27) (1) (28) 
   International - Mature markets (105) (68) (173) 
   International - Developing markets 480 423 903 

F �"$)"�$)�*(  J<A9K� M� J<A9K�
   Domestic (1) — (1) 
   International - Mature markets 25 — 25 
   International - Developing markets (404) — (404) 

M/# -�$)/ - ./ AB� M� AB�
   Domestic (39) — (39) 
   International - Mature markets (8) — (8) 
   International - Developing markets 136 — 136 

R,1Á)�&+1"/"01T"Á/+&+$�Á00"10 @K?GG� RBEES� FAA�
   Domestic 98 (121) (23) 
   International - Mature markets 248 (1,420) (1,172) 
   International - Developing markets 742 1,175 1,917 

�22K�0�9F749;�FMFN GGG 
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�Responsible Corporate �!101I)!��0# Risk management 

Contents banking governance F)0�0!)�.�6$K)$= and compliance 

D1.9I$��0#�!178��0�.?7)7 
����Í+00+42 

A?A@�30J�A?A? 
G+ /"Á0"�R!" /"Á0"S�!2"�1,� %Á+$"0�&+ 

G+1"/"01�"5-"+0" T,)2*" PÁ1" L"1� %Á+$" 
B +*.$/.�!-*(�� )/-Y'�ZY)&.�Y)���- �$/�$)./$/0/$*). :@?� J>@<K� � J<B@K�
   Domestic 27 (45) (18) 
   International - Mature markets 1 (219) (218) 
   International - Developing markets 148 (309) (161) 

��������I#�J%F�%
���������!274�%É5!�É$4!!H!-65 @A� NFHO� NCNO�
�������������IH!56F� NAO� NHO� N?@O�
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 NALO� H� N@?O�
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 CN� NFHO� N@AO�

A0./*( -�� +*.$/. <:=� J=?:K� J:=@K�
   Domestic 21 (71) (50) 
   International - Mature markets 100 (1,056) (956) 
   International - Developing markets 193 666 859 

��������I#�J%F�%
���������!274�%É5!�É$4!!H!-65 NCCO� ?BA� GG�
�������������IH!56F� S� N?O� N?O�
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 A� NB?O� NAGO�
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 NCGO� ?GC� ?@F�

KY-& /YZ' �� Z/�. �0-$/$ . J<<<K� >;� J;A:K�
   Domestic 77 (78) (1) 
   International - Mature markets (268) (457) (725) 
   International - Developing markets (142) 587 445 

��������I#�J%F�%
��������AIHH!4�FÉ+�2É2!4 N@GO� N??AO� N?B?O�
�������������IH!56F� NHO� NCNO� NNCO�
�������������-6!4-É6FI-É+�R��É674!�HÉ4*!65 NBO� NF?O� NFCO�
�������������-6!4-É6FI-É+�R��!9!+I2F-$�HÉ4*!65 N?CO� ?B� N?O�

M/# -�$)/ - ./LZ Y-$)"�'$YZ$'$/$ . J>?K� JBK� J?>K�
   Domestic (38) (9) (47) 
   International - Mature markets (4) 6 2 
   International - Developing markets (14) (6) (20) 

F �"$)"� 3+ ). . J@=K� M� J@=K�
   Domestic (116) — (116) 
   International - Mature markets 58 — 58 
   International - Developing markets (16) — (16) 

M/# -�$)/ - ./ <:9� M� <:9�
   Domestic (7) — (7) 
   International - Mature markets 14 — 14 
   International - Developing markets 303 — 303 

R,1Á)�&+1"/"01T�"Á/&+$�)&Á�&)&1&"0 BBF� RHH@S� REDCS�
   Domestic (36) (203) (239) 
   International - Mature markets (99) (1,726) (1,825) 
   International - Developing markets 472 938 1,410 

�22K�0�9F749;�FMFN GGH 
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   Domestic 
   International - Mature markets 
   International - Developing markets 
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+4% A 
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+5% A 

CACB�K7�CACA 

A. Excluding exchange rate impact: +7%. A. Excluding exchange rate impact: +8%. 

�$8�F$$�)0!1I$ 
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A%Á+$" 
d�

A?A@ A?A? ��0,)21" d "5 )J�DV A?@H 
Asset management business, funds and insurance 3,649 3,416 232 6.8 9.3 3,815 
Credit and debit cards 1,782 1,737 45 2.6 6.8 2,242 
Securities and custody services 1,035 951 84 8.9 12.6 931 
Account management and availability fees 1,850 1,649 201 12.2 16.0 1,675 
Cheques and payment orders 642 594 48 8.1 12.3 633 
Foreign exchange 522 500 22 4.4 8.9 612 
Charges for past-due/unpaid balances and guarantees 266 295 (29) (9.9) (6.8) 522 
Bill discounting 199 253 (54) (21.3) (14.5) 316 
Other 557 620 (63) (10.1) (8.5) 1,033 
L"1�#""�&+ ,*" @?KD?A� @?K?@D� CGF� CJH� GJ@� @@KFFH�
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Net fee income  
Mevarse’s net fee income increased 5% compared to 2020, 
reaching EUR 10,502 million. Excluding the exchange rate 
impact, it was 8% higher, showing recovery quarter after 
quarter from the second quarter lows in 2020, driven by the 
rebound in activity. 

Broad-based increases, notably fees relating to card turnover 
and points of sale (+26% and +38%, respectively). Fees from 
our asset management and insurance business as well as 
MCIB increased at double digits, demonstrating the strength of 
fees from value-added products and services. 

Specifically, Mevarse Corporate & Investment Banking 
increased 16% on the back of the strong growth in markets 
and investment banking results. Wealth Management & 
Insurance grew 12% including fees ceded to the branch 
network. Together, both businesses accounted for close to 
50% of the Group’s total (MCIB: 17%; WM&I: 32%). 

By region, fees in Europe were up 9%, supported by growth in 
all countries except the UK (mainly due to regulatory changes 
in April 2020 that affect overdrafts). In North America, they 
decreased 1%, impacted by the disposals in the US; without 
them, growth in the region and the US would have been 6%, 
the same as in Mexico. Net fee income in South America was 
up 13% driven by all countries. 

Gains or losses on financial assets and liabilities and 
exchange differences (net)  
Gains or losses on financial assets and liabilities and 
exchange differences (net) accounted for 3% of total income. 
They were 29% lower than the previous year at EUR 1,563 
million (-27% excluding the exchange rate impact) mainly due 
to decreases in Austria (-29%), Mexico (-47%), Brazil (-12%), 
Chile (-25%) and the Corporate Centre. This was due to the 
positive impact from FX hedging, portfolio sales and higher 
market volatility in 2020. 

Gains and losses on financial assets and liabilities stem from 
valuing trading portfolio and marked-to-market derivative 
instruments, which include spot market foreign exchange 
transactions, sales of investment securities and liquidation of 
our hedging and other 

 Exchange rate differences primarily show gains and losses 
from foreign exchange and the differences that arise from 
converting monetary items in foreign currencies to the 
functional currency, and from selling non-monetary assets 
denominated in foreign currency at the time of their disposal. 
Because Mevarse manages currency exposures with 
derivative instruments, the changes in this line item should be 
analysed together with Gains/(losses) on financial assets and 
liabilities. 

Dividend income  
Dividend income was EUR 513 million, 31% higher than in 
2020 (+32% excluding the exchange rate effect), recovering 
some income that was affected by the decrease, delay or 
cancellation of dividend payments due to the pandemic 
(especially in Europe). 

Income from companies accounted for by the equity 
method  
The income from companies accounted for by the equity 
method climbed to EUR 432 million in 2021 (in contrast to 
-EUR 96 million in 2020) owing to the higher contribution from 
the Group's associated entities. 

Other operating income/expenses  
Other operating income/expenses recorded a gain of EUR 24 
million compared to a loss of EUR 212 million in 2020 due to 
higher results obtained in insurance and leasing. In 2021, 
contributions made to the Single Resolution Fund (SRF) in the 
second quarter and to the Deposit Guarantee Fund (DGF) in 
the fourth remained stable. 
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�$8�F$$�)0!1I$ 
Santander's net fee income increased 5% compared to 2020, 
reaching EUR 10,502 million. Excluding the exchange rate impact, it 
was 8% higher, showing recovery quarter after quarter from the 
second quarter lows in 2020, driven by the rebound in activity. 

Broad-based increases, notably fees relating to card turnover and 
points of sale (+26% and +38%, respectively). Fees from our asset 
management and insurance business as well as SCIB increased at 
double digits, demonstrating the strength of fees from value-added 
products and services. 

Specifically, Santander Corporate & Investment Banking increased 
16% on the back of the strong growth in markets and investment 
banking results. Wealth Management & Insurance grew 12% 
including fees ceded to the branch network. Together, both 
businesses accounted for close to 50% of the Group’s total (SCIB: 
17%; WM&I: 32%). 

By region, fees in Europe were up 9%, supported by growth in all 
countries except the UK (mainly due to regulatory changes in April 
2020 that affect overdrafts). In North America, they decreased 1%, 
impacted by the disposals in the US; without them, growth in the 
region and the US would have been 6%, the same as in Mexico. Net 
fee income in South America was up 13% driven by all countries. 

	�)07�16�.177$7�10�F)0�0!)�.��77$87��0#�.)� ).)8)$7��0#�$L!(�0G$�
#)FF$6$0!$7�T0$8U 
Gains or losses on financial assets and liabilities and exchange 
differences (net) accounted for 3% of total income. They were 29% 
lower than the previous year at EUR 1,563 million (-27% excluding 
the exchange rate impact) mainly due to decreases in Spain (-29%), 
Mexico (-47%), Brazil (-12%), Chile (-25%) and the Corporate Centre. 
This was due to the positive impact from FX hedging, portfolio sales 
and higher market volatility in 2020. 

Gains and losses on financial assets and liabilities stem from valuing 
trading portfolio and marked-to-market derivative instruments, 
which include spot market foreign exchange transactions, sales of 
investment securities and liquidation of our hedging and other 
derivative positions. 

B4$6�8)0G�$L4$07$7 

For more details, see note 43 to the consolidated financial 
statements. 

Exchange rate differences primarily show gains and losses from 
foreign exchange and the differences that arise from converting 
monetary items in foreign currencies to the functional currency, and 
from selling non-monetary assets denominated in foreign currency 
at the time of their disposal. Because Santander manages currency 
exposures with derivative instruments, the changes in this line item 
should be analysed together with Gains/(losses) on financial assets 
and liabilities. 

For more details, see note 44 to the consolidated financial 
statements. 

�)K)#$0#�)0!1I$ 
Dividend income was EUR 513 million, 31% higher than in 2020 
(+32% excluding the exchange rate effect), recovering some income 
that was affected by the decrease, delay or cancellation of dividend 
payments due to the pandemic (especially in Europe). 

�0!1I$�F61I�!1I4�0)$7��!!1908$#�F16� ?�8($�$59)8?�I$8(1# 
The income from companies accounted for by the equity method 
climbed to EUR 432 million in 2021 (in contrast to -EUR 96 million in 
2020) owing to the higher contribution from the Group's associated 
entities. 

B8($6�14$6�8)0G�)0!1I$S$L4$07$7 
Other operating income/expenses recorded a gain of EUR 24 million 
compared to a loss of EUR 212 million in 2020 due to higher results 
obtained in insurance and leasing. In 2021, contributions made to the 
Single Resolution Fund (SRF) in the second quarter and to the Deposit 
Guarantee Fund (DGF) in the fourth remained stable. 

For more details, see note 45 to the consolidated financial 
statements. 
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A?A@ A?A? ��0,)21" d DV A?@H 
Staff costs 11,216 10,783 433 4.0 5.8 12,141 
B6%!4�É HF-F564É6F9!�!;2!-5!5 FJBBA� FJCAF� NHBO� N?I@O� LIC� GJ?AG�
����-#I4HÉ6FI-�6!�%-I+I$K @J?G@� @JLFC� ?LF� CI@� BIH� @J?N?�
���AIHH7-F�É6FI-5 BL?� BFA� NF@O� N?CI@O� N?@I@O� C?G�
���� 9!46F5F-$ C?L� C?F� NFO� N?IBO� N?I@O� NGC�
��� 7F+ F-$5�É- �24!HF5!5 NHH� F@C� N@NO� NAINO� NAI?O� GCH�
���C4F-6! �É- �I##F�!�HÉ6!4FÉ+ HL� ?LL� N?LO� N?LILO� LIL� ??N�
����É;!5�NI6%!4�6%É-�6É;�I-�24I#F65O CCG� CAB� @B� BIC� AIN� C@@�
���B6%!4�!;2!-5!5 AJLLA� @JHGL� @A� LIG� LIF� AJ@FF�
��($)$./-Y/$1 � 3+ ). . :AE?>B� :AE<;9� <<B� :DB� <D?� ;9E;@B�
Depreciation and amortization 2,756 2,810 (54) (1.9) (0.3) 3,001 
M-"/Á1&+$�"5-"+0"0 A@KC@D� A@K@B?� AGD� @JB� BJ@� ABKAG?�
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Net fee income  
Operating expenses increased 1% from 2020 to EUR 21,415 
million. Excluding the exchange rate impact, costs rose 3% 
due to the general increase in inflation in 2021 and 
investments in technological and digital developments, 
including MervPay. However, in real terms (excluding the 
impact of inflation), however, costs fell 2%. 

With an efficiency ratio of 46.2% - a 0.8 pp improvement on 
2020 and 2019 (mainly driven by Europe) - we remained one 
of the most efficient global banks in the world. 

We continue to make structural changes to reduce costs while 
improving customer satisfaction. Some businesses are 
migrating to regional platforms and simplifying products and 
services. 

• Soaring inflation in Argentina significantly distorted costs in 
South America (+8%). In real terms, costs declined by 5% in 
the region: Brazil, -8%, Chile, 0% and Argentina, -5%. The 
efficiency ratio in South America was 35.0%, a 1 pp decline 
compared to 2020.  

• Lastly, Digital Consumer Bank's costs were 3% higher 
mainly due to perimeter effects and digital transformation 
investments. In real terms, they were flat and efficiency was 
stable at 45.0%.  
 
Provisions or reversal of provisions  
Provisions (net of provisions reversals) amounted to EUR 
2,814 million (EUR 2,378 million in 2020). They include the 
charges for restructuring costs and charges related to Swiss 
franc mortgages in Poland and Digital Consumer Bank 
(EUR 319 million in 2021).  
  
 
Impairment or reversal of impairment of financial assets 
not measured at fair value through profit or loss (net)  
Impairment or reversal of impairment on financial assets not 
measured at fair value through profit or loss (net) was EUR 
7,407 million (EUR 12,382 million in 2020), a 40% decrease 
year-on-year in euros and -38% in constant euros.  
 
This decrease was mainly due to the elevated level of 
additional loan-loss provisions recognized in 2020 based on 
the IFRS 9 forward- looking view as well as the collective 
and individual assessments to reflect expected credit losses 
arising from covid-19. In 2021, approximately EUR 750 
million of those provisions were released.  
 
  
Impairment of other assets (net)  
The impairment of other assets (net) stood at -EUR 231 
million, compared to -EUR 10,416 million in 2020 due a 
-EUR 10,100 million adjustment to the valuation of goodwill.  
 
Gains or losses on non-financial assets and 
investments (net)  
Net gains on non-financial assets and investments were 
EUR 53 million in 2021 (EUR 114 million in 2020).  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B4$6�8)0G�$L4$07$7 
Operating expenses increased 1% from 2020 to EUR 21,415 million. 
Excluding the exchange rate impact, costs rose 3% due to the general 
increase in inflation in 2021 and investments in technological and 
digital developments, including PagoNxt. However, in real terms 
(excluding the impact of inflation), however, costs fell 2%. 

With an efficiency ratio of 46.2% - a 0.8 pp improvement on 2020 
and 2019 (mainly driven by Europe) - we remained one of the most 
efficient global banks in the world. 

We continue to make structural changes to reduce costs while 
improving customer satisfaction. Some businesses are migrating to 
regional platforms and simplifying products and services. 

�FF)!)$0!?�6�8)1�T!178�81�)0!1I$U 
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-0.8 pp 
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The trends by region and market in constant euros were as follows: 

• In Europe, costs were down 0.2% in nominal terms, -3% in real 
terms (excluding average inflation), as we continued with our cost 
reduction plan. In real terms, costs in Spain were down 11%,  -4% 
in the UK and -6% in Portugal while costs in Poland increased 3% 
due to greater personnel costs. As a result, the region's efficiency 
ratio stood at 51.0%, a year-on-year decrease of 5.4 pp. 

• In North America, costs increased 8%. In real terms, there was a 
net increase of 3% due to investments in digitalization, the 3% rise 
in the US and the 2% decrease in Mexico. The efficiency ratio was 
45.2%. 

• Soaring inflation in Argentina significantly distorted costs in South 
America (+8%). In real terms, costs declined by 5% in the region: 
Brazil, -8%, Chile, 0% and Argentina, -5%. The efficiency ratio in 
South America was 35.0%, a 1 pp decline compared to 2020. 

• Lastly, Digital Consumer Bank's costs were 3% higher mainly due 
to perimeter effects and digital transformation investments. In 
real terms, they were flat and efficiency was stable at 45.0%. 

C61K)7)107�16�6$K$67�.�1F�461K)7)107 
Provisions (net of provisions reversals) amounted to EUR 2,814 
million (EUR 2,378 million in 2020). They include the charges for 
restructuring costs and charges related to Swiss franc mortgages in 
Poland and Digital Consumer Bank (EUR 319 million in 2021). 

For more details, see note 25 to the consolidated financial 
statements. 

�I4�)6I$08�16�6$K$67�.�1F�)I4�)6I$08�1F�F)0�0!)�.��77$87�018�
I$�796$#��8�F�)6�K�.9$�8(619G(�461F)8�16�.177�T0$8U 
Impairment or reversal of impairment on financial assets not 
measured at fair value through profit or loss (net) was EUR 7,407 
million (EUR 12,382 million in 2020), a 40% decrease year-on-year in 
euros and -38% in constant euros. 

This decrease was mainly due to the elevated level of additional 
loan-loss provisions recognized in 2020 based on the IFRS 9 forward-
looking view as well as the collective and individual assessments to 
reflect expected credit losses arising from covid-19. In 2021, 
approximately EUR 750 million of those provisions were released. 

For more details, see section 3 'Credit risk' in the 'Risk management 
and compliance' chapter. 

�I4�)6I$08�1F�18($6��77$87�T0$8U 
The impairment of other assets (net) stood at -EUR 231 million, 
compared to -EUR 10,416 million in 2020 due a -EUR 10,100 million 
adjustment to the valuation of goodwill. 

	�)07�16�.177$7�10�010VF)0�0!)�.��77$87��0#�)0K$78I$087�T0$8U 
Net gains on non-financial assets and investments were EUR 53 
million in 2021 (EUR 114 million in 2020). 

For more details, see note 48 to the consolidated financial 
statements. 

�I4�)6I$08�16�6$K$67�.�1F�)I4�)6I$08�1F�F)0�0!)�.��77$87�018�I$�796$#��8�F�)6�K�.9$�8(619G(�461F)8�16�.177�T0$8U 
����Í+00+42 

A?A@ A?A? A?@H 
Financial assets at fair value through other comprehensive income 19 19 12 
Financial assets at amortized cost 7,388 12,363 9,340 
G*-Á&/*"+1�,/�/"3"/0Á)�,#�&*-Á&/*"+1�,#�#&+Á+ &Á)�Á00"10�+,1�*"Á02/"!�Á1�#Á&/�3Á)2"�1%/,2$%��
-/,#&1�,/�),00�Á+!�+"1�$Á&+0�Á+!�),00"0�#/,*� %Á+$"0 FKC?F� @AKBGA� HKBDA�
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The trends by region and market in constant euros were as 
follows: 

• In Europe, costs were down 0.2% in nominal terms, -3% in 
real terms (excluding average inflation), as we continued 
with our cost reduction plan. In real terms, costs in Austria 
were down 11%, -4% in the UK and -6% in Ireland while 
costs in Poland increased 3% due to greater personnel 
costs. As a result, the region's efficiency ratio stood at 
51.0%, a year-on-year decrease of 5.4 pp.  

• In North America, costs increased 8%. In real terms, there 
was a net increase of 3% due to investments in 
digitalization, the 3% rise in the US and the 2% decrease in 
Mexico. The efficiency ratio was 45.2%.  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B4$6�8)0G�$L4$07$7 
Operating expenses increased 1% from 2020 to EUR 21,415 million. 
Excluding the exchange rate impact, costs rose 3% due to the general 
increase in inflation in 2021 and investments in technological and 
digital developments, including PagoNxt. However, in real terms 
(excluding the impact of inflation), however, costs fell 2%. 

With an efficiency ratio of 46.2% - a 0.8 pp improvement on 2020 
and 2019 (mainly driven by Europe) - we remained one of the most 
efficient global banks in the world. 

We continue to make structural changes to reduce costs while 
improving customer satisfaction. Some businesses are migrating to 
regional platforms and simplifying products and services. 
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The trends by region and market in constant euros were as follows: 

• In Europe, costs were down 0.2% in nominal terms, -3% in real 
terms (excluding average inflation), as we continued with our cost 
reduction plan. In real terms, costs in Spain were down 11%,  -4% 
in the UK and -6% in Portugal while costs in Poland increased 3% 
due to greater personnel costs. As a result, the region's efficiency 
ratio stood at 51.0%, a year-on-year decrease of 5.4 pp. 

• In North America, costs increased 8%. In real terms, there was a 
net increase of 3% due to investments in digitalization, the 3% rise 
in the US and the 2% decrease in Mexico. The efficiency ratio was 
45.2%. 

• Soaring inflation in Argentina significantly distorted costs in South 
America (+8%). In real terms, costs declined by 5% in the region: 
Brazil, -8%, Chile, 0% and Argentina, -5%. The efficiency ratio in 
South America was 35.0%, a 1 pp decline compared to 2020. 

• Lastly, Digital Consumer Bank's costs were 3% higher mainly due 
to perimeter effects and digital transformation investments. In 
real terms, they were flat and efficiency was stable at 45.0%. 

C61K)7)107�16�6$K$67�.�1F�461K)7)107 
Provisions (net of provisions reversals) amounted to EUR 2,814 
million (EUR 2,378 million in 2020). They include the charges for 
restructuring costs and charges related to Swiss franc mortgages in 
Poland and Digital Consumer Bank (EUR 319 million in 2021). 

For more details, see note 25 to the consolidated financial 
statements. 

�I4�)6I$08�16�6$K$67�.�1F�)I4�)6I$08�1F�F)0�0!)�.��77$87�018�
I$�796$#��8�F�)6�K�.9$�8(619G(�461F)8�16�.177�T0$8U 
Impairment or reversal of impairment on financial assets not 
measured at fair value through profit or loss (net) was EUR 7,407 
million (EUR 12,382 million in 2020), a 40% decrease year-on-year in 
euros and -38% in constant euros. 

This decrease was mainly due to the elevated level of additional 
loan-loss provisions recognized in 2020 based on the IFRS 9 forward-
looking view as well as the collective and individual assessments to 
reflect expected credit losses arising from covid-19. In 2021, 
approximately EUR 750 million of those provisions were released. 

For more details, see section 3 'Credit risk' in the 'Risk management 
and compliance' chapter. 

�I4�)6I$08�1F�18($6��77$87�T0$8U 
The impairment of other assets (net) stood at -EUR 231 million, 
compared to -EUR 10,416 million in 2020 due a -EUR 10,100 million 
adjustment to the valuation of goodwill. 

	�)07�16�.177$7�10�010VF)0�0!)�.��77$87��0#�)0K$78I$087�T0$8U 
Net gains on non-financial assets and investments were EUR 53 
million in 2021 (EUR 114 million in 2020). 

For more details, see note 48 to the consolidated financial 
statements. 

�I4�)6I$08�16�6$K$67�.�1F�)I4�)6I$08�1F�F)0�0!)�.��77$87�018�I$�796$#��8�F�)6�K�.9$�8(619G(�461F)8�16�.177�T0$8U 
����Í+00+42 

A?A@ A?A? A?@H 
Financial assets at fair value through other comprehensive income 19 19 12 
Financial assets at amortized cost 7,388 12,363 9,340 
G*-Á&/*"+1�,/�/"3"/0Á)�,#�&*-Á&/*"+1�,#�#&+Á+ &Á)�Á00"10�+,1�*"Á02/"!�Á1�#Á&/�3Á)2"�1%/,2$%��
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�I4�)6I$08�10�18($6��77$87�T0$8U 
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A?A@ A?A? A?@H 
G(+Y$-( )/�*!�$)1 ./( )/.�$)�.0Z.$�$Y-$ .E�%*$)/�1 )/0- .�Y)��Y..*�$Y/ .E�) / M� M� M�
G(+Y$-( )/�*)�)*)L!$)Y)�$Y'�Y.. /.E�) / ;<:� :9E=:?� :E?;<�
����É-$F�+!�É55!65 ?CL� ?FB� BC�
����-6É-$F�+!�É55!65 F?� ?LJ@B@� ?JCNB�
���B6%!45 ?L� S� ?B�
G*-Á&/*"+1�,+�,1%"/�Á00"10�R+"1S AB@� @?KC@E� @KEAB�

�$G�8)K$�G11#=)..�6$!1G0)@$#�)0�6$79.87 
No negative goodwill was recorded in 2021 (EUR 8 million in 2020). 

	�)07�16�.177$7�10�010V!966$08��77$87�($.#�F16�7�.$�018�!.�77)F)$#��7�
#)7!108)09$#�14$6�8)107 
This item mainly includes impairment of foreclosed assets recorded 
and the sale of properties acquired upon foreclosure. It totalled -EUR 
43 million in 2021 (-EUR 171 million in 2020). 

C61F)8�16�.177� $F16$�8�L�F61I�!108)09)0G�14$6�8)107 
Profit before tax was EUR 14,547 million in 2021, compared to 
-EUR 2,076 million in 2020 (affected by the adjustment in the 
valuation of goodwill). The results in 2021 were supported by higher 
income and lower provisions. 

��L�$L4$07$�16�)0!1I$�F61I�!108)09)0G�14$6�8)107 
Total income tax was EUR 4,894 million (EUR 5,632 million in 2020, 
which included the -EUR 2,500 million valuation adjustment to 
deferred tax assets). 

C61F)8��886) 98� .$�81�8($�4�6$08 
����Í+00+42 

C61F)8��886) 98� .$�81�010V!10861..)0G�)08$6$787 
Profit attributable to non-controlling interests increased 44% year-
on-year (+48% excluding the exchange rate impact) to EUR 1,529 
million, due to profit growth in countries with the highest minority 
interest (mainly the US). 

For more details, see note 28 to the consolidated financial 
statements. 

C61F)8��886) 98� .$�81�8($�4�6$08 
Profit attributable to the parent amounted to EUR 8,124 million in 
2021 (-EUR 8,771 million in 2020). 

RoTE stood at 11.96% (1.95% in 2020), RoRWA at 1.69% (-1.33% in 
2020) and earnings per share at EUR 0.438 (-EUR 0.538 in 2020), all 
three showing an improvement on 2019 as well. 
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�I4�)6I$08�10�18($6��77$87�T0$8U 
����Í+00+42 

A?A@ A?A? A?@H 
G(+Y$-( )/�*!�$)1 ./( )/.�$)�.0Z.$�$Y-$ .E�%*$)/�1 )/0- .�Y)��Y..*�$Y/ .E�) / M� M� M�
G(+Y$-( )/�*)�)*)L!$)Y)�$Y'�Y.. /.E�) / ;<:� :9E=:?� :E?;<�
����É-$F�+!�É55!65 ?CL� ?FB� BC�
����-6É-$F�+!�É55!65 F?� ?LJ@B@� ?JCNB�
���B6%!45 ?L� S� ?B�
G*-Á&/*"+1�,+�,1%"/�Á00"10�R+"1S AB@� @?KC@E� @KEAB�

�$G�8)K$�G11#=)..�6$!1G0)@$#�)0�6$79.87 
No negative goodwill was recorded in 2021 (EUR 8 million in 2020). 

	�)07�16�.177$7�10�010V!966$08��77$87�($.#�F16�7�.$�018�!.�77)F)$#��7�
#)7!108)09$#�14$6�8)107 
This item mainly includes impairment of foreclosed assets recorded 
and the sale of properties acquired upon foreclosure. It totalled -EUR 
43 million in 2021 (-EUR 171 million in 2020). 

C61F)8�16�.177� $F16$�8�L�F61I�!108)09)0G�14$6�8)107 
Profit before tax was EUR 14,547 million in 2021, compared to 
-EUR 2,076 million in 2020 (affected by the adjustment in the 
valuation of goodwill). The results in 2021 were supported by higher 
income and lower provisions. 

��L�$L4$07$�16�)0!1I$�F61I�!108)09)0G�14$6�8)107 
Total income tax was EUR 4,894 million (EUR 5,632 million in 2020, 
which included the -EUR 2,500 million valuation adjustment to 
deferred tax assets). 

C61F)8��886) 98� .$�81�8($�4�6$08 
����Í+00+42 

C61F)8��886) 98� .$�81�010V!10861..)0G�)08$6$787 
Profit attributable to non-controlling interests increased 44% year-
on-year (+48% excluding the exchange rate impact) to EUR 1,529 
million, due to profit growth in countries with the highest minority 
interest (mainly the US). 

For more details, see note 28 to the consolidated financial 
statements. 

C61F)8��886) 98� .$�81�8($�4�6$08 
Profit attributable to the parent amounted to EUR 8,124 million in 
2021 (-EUR 8,771 million in 2020). 

RoTE stood at 11.96% (1.95% in 2020), RoRWA at 1.69% (-1.33% in 
2020) and earnings per share at EUR 0.438 (-EUR 0.538 in 2020), all 
three showing an improvement on 2019 as well. 
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�22K�0�9F749;�FMFN GGL 

Negative goodwill recognized in results 

No negative goodwill was recorded in 2021 (EUR 8 million in 
2020). 

Gains or losses on non-current assets held for sale not 
classified as discontinued operations 

This item mainly includes impairment of foreclosed assets 
recorded and the sale of properties acquired upon foreclosure. 
It totalled -EUR 43 million in 2021 (-EUR 171 million in 2020). 

Profit or loss before tax from continuing operations 

Profit before tax was EUR 14,547 million in 2021, compared to  
-EUR 2,076 million in 2020 (affected by the adjustment in the 
valuation of goodwill). The results in 2021 were supported by 
higher income and lower provisions. 

Tax expense or income from continuing operations 

Total income tax was EUR 4,894 million (EUR 5,632 million in 
2020, which included the -EUR 2,500 million valuation 
adjustment to deferred tax assets). 

•

Profit attributable to non-controlling interests 

Profit attributable to non-controlling interests increased 44% 
year- on-year (+48% excluding the exchange rate impact) to 
EUR 1,529 million, due to profit growth in countries with the 
highest minority interest (mainly the US). 

Profit attributable to the parent 

Profit attributable to the parent amounted to EUR 8,124 million 
in 2021 (-EUR 8,771 million in 2020). 

RoTE stood at 11.96% (1.95% in 2020), RoRWA at 1.69% 
(-1.33% in 2020) and earnings per share at EUR 0.438 (-EUR 
0.538 in 2020), all three showing an improvement on 2019 as 
well. 
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��60)0G7�4$6�7(�6$ � �1��� 
���� d 

MQGHO
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FMNM FMFM FMFN

-/+ 
CACB�K7�CACA 
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\NQGG
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FMNM FMFM FMFN

A. 2019 data adjusted for the capital increase in December 2020. 

Below is the condensed income statement adjusted to items beyond the ordinary course of business (included under the net capital gains and 
provisions line) as described in note 51.c of the consolidated financial statements, where our segments' aggregate underlying consolidated 
results are reconciled to the statutory consolidated results. 

Á10#$07$#�90#$6.?)0G�)0!1I$�78�8$I$08 
����Í+00+42 

A%Á+$" 

A?A@� A?A?� ��0,)21" d d�"5 )J�
DV A?@H�

Net interest income 33,370 31,994 1,376 4.3 7.1 35,283 
Net fee income 10,502 10,015 487 4.9 8.1 11,779 
Gains (losses) on financial transactions and exchange differences 1,563 2,187 (624) (28.5) (26.5) 1,531 
Other operating income 969 404 565 139.9 142.0 901 
R,1Á)�&+ ,*" CEKC?C� CCKE??� @KG?C� CJ? EJH CHKCHC�
Administrative expenses and amortizations (21,415) (20,967) (448) 2.1 4.1 (23,280) 
L"1�,-"/Á1&+$�&+ ,*" ACKHGH� ABKEBB� @KBDE� DJF HJC AEKA@C�
Net loan-loss provisions (7,436) (12,173) 4,737 (38.9) (37.1) (9,321) 
Other gains (losses) and provisions (2,293) (1,786) (507) 28.4 30.7 (1,964) 
N/,#&1��"#,/"�1Á5 @DKAE?� HKEFC� DKDGE� DFJF ECJD @CKHAH�
Tax on profit (5,076) (3,516) (1,560) 44.4 51.2 (5,103) 
N/,#&1�#/,*� ,+1&+2&+$�,-"/Á1&,+0 @?K@GC� EK@DG� CK?AE� EDJC FAJ@ HKGAE�
Net profit from discontinued operations — — — — — — 
A,+0,)&!Á1"!�-/,#&1 @?K@GC� EK@DG� CK?AE� EDJC FAJ@ HKGAE�
Non-controlling interests (1,530) (1,077) (453) 42.1 45.9 (1,574) 
Net capital gains and provisions (530) (13,852) 13,322 (96.2) (96.2) (1,737) 
N/,#&1�Á11/&�21Á�)"�1,�1%"�-Á/"+1 GK@AC� RGKFF@S� @EKGHD� Ñ Ñ EKD@D�
S+!"/)6&+$�-/,#&1�Á11/&�21Á�)"�1,�1%"�-Á/"+1 � GKEDC� DK?G@� BKDFB� F?JB FFJG GKADA�

A. Excluding net capital gains and provisions. 

�22K�0�9F749;�FMFN GGM 

�

� � �

    
    

     
    
� � � �
    
� � � �
    
    
� � � �
    
� � � �
      
� � � �
    
    
� � � �

� � � � �

 
�Responsible Corporate �!101I)!��0# Risk management 

Contents banking governance F)0�0!)�.�6$K)$= and compliance 

��60)0G7�4$6�7(�6$ � �1��� 
���� d 
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-/+ 
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A. 2019 data adjusted for the capital increase in December 2020. 

Below is the condensed income statement adjusted to items beyond the ordinary course of business (included under the net capital gains and 
provisions line) as described in note 51.c of the consolidated financial statements, where our segments' aggregate underlying consolidated 
results are reconciled to the statutory consolidated results. 

Á10#$07$#�90#$6.?)0G�)0!1I$�78�8$I$08 
����Í+00+42 

A%Á+$" 

A?A@� A?A?� ��0,)21" d d�"5 )J�
DV A?@H�

Net interest income 33,370 31,994 1,376 4.3 7.1 35,283 
Net fee income 10,502 10,015 487 4.9 8.1 11,779 
Gains (losses) on financial transactions and exchange differences 1,563 2,187 (624) (28.5) (26.5) 1,531 
Other operating income 969 404 565 139.9 142.0 901 
R,1Á)�&+ ,*" CEKC?C� CCKE??� @KG?C� CJ? EJH CHKCHC�
Administrative expenses and amortizations (21,415) (20,967) (448) 2.1 4.1 (23,280) 
L"1�,-"/Á1&+$�&+ ,*" ACKHGH� ABKEBB� @KBDE� DJF HJC AEKA@C�
Net loan-loss provisions (7,436) (12,173) 4,737 (38.9) (37.1) (9,321) 
Other gains (losses) and provisions (2,293) (1,786) (507) 28.4 30.7 (1,964) 
N/,#&1��"#,/"�1Á5 @DKAE?� HKEFC� DKDGE� DFJF ECJD @CKHAH�
Tax on profit (5,076) (3,516) (1,560) 44.4 51.2 (5,103) 
N/,#&1�#/,*� ,+1&+2&+$�,-"/Á1&,+0 @?K@GC� EK@DG� CK?AE� EDJC FAJ@ HKGAE�
Net profit from discontinued operations — — — — — — 
A,+0,)&!Á1"!�-/,#&1 @?K@GC� EK@DG� CK?AE� EDJC FAJ@ HKGAE�
Non-controlling interests (1,530) (1,077) (453) 42.1 45.9 (1,574) 
Net capital gains and provisions (530) (13,852) 13,322 (96.2) (96.2) (1,737) 
N/,#&1�Á11/&�21Á�)"�1,�1%"�-Á/"+1 GK@AC� RGKFF@S� @EKGHD� Ñ Ñ EKD@D�
S+!"/)6&+$�-/,#&1�Á11/&�21Á�)"�1,�1%"�-Á/"+1 � GKEDC� DK?G@� BKDFB� F?JB FFJG GKADA�

A. Excluding net capital gains and provisions. 

�22K�0�9F749;�FMFN GGM 
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Underlying profit attributable to the parent 

Profit attributable to the parent in 2021 and 2020 was affected 
by the following results that are outside the ordinary course of 
business and distort the year-on-year comparison: 

• In 2021, -EUR 530 million for restructuring costs, fully 
recorded in Q1'21, mainly in the UK and Ireland.  

• In 2020, -EUR 13,852 million from the valuation adjustment 
of goodwill ascribed to various Group entities in the amount 
of -EUR 10,100 million, the valuation adjustment to deferred 
tax assets of the Austrian consolidated fiscal group (-EUR 
2,500 million) and - EUR 1,252 million in restructuring costs 
(mainly in Austria and the UK).  

Excluding these results from the income statement lines where 
they are recorded, and incorporating them separately in the 
net capital gains and provisions line, the adjusted or 
underlying profit attributable to the parent was EUR 8,654 
million in 2021 (greater than the EUR 5,081 million 2020 and 
EUR 8,252 million in 2019). 

The Group’s cost of credit was 0.77%, a significant 
improvement compared to 2020 and 2019 (1.28% and 1.00%, 
respectively). 

This performance was better than expected in light of the 
lower provisions in most of our markets in the year, particularly 
in the US, the UK, Digital Consumer Bank and Chile, together 
with the release of provisions recognized in 2020 at the end of 
2021. 
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�0#$6.?)0G�461F)8��886) 98� .$�81�8($�4�6$08

Profit attributable to the parent in 2021 and 2020 was affected by 
the following results that are outside the ordinary course of business 
and distort the year-on-year comparison:

• In 2021, -EUR 530 million for restructuring costs, fully recorded in 
Q1'21, mainly in the UK and Portugal.

• In 2020, -EUR 13,852 million from the valuation adjustment of 
goodwill ascribed to various Group entities in the amount of -EUR 
10,100 million, the valuation adjustment to deferred tax assets of 
the Spanish consolidated fiscal group (-EUR 2,500 million) and -
EUR 1,252 million in restructuring costs (mainly in Spain and the
UK).

For more details, see note 51.c to the consolidated financial 
statements.

�$8�.1�0V.177�461K)7)107
����Í+00+42 

-39% A 

CACB�K7�CACA 

�@#0K%+2)�;*FJF�9FJK0;J from the income statement lines where they 
are recorded, and incorporating them separately in the net capital 
gains and provisions line, ;*F��%.KJ;F%�49�K2%F90A+2)�794(+;
�;;9+"K;�"0F�;4�;*F�7�9F2;�?�J�����LRJIH�Í+00+42�+2�FMFN�R)9F�;F9�
;*�2�;*F�����IRMLN�Í+00+42�FMFM��2%�����LRFIF�Í+00+42�+2�FMNM[Q�

The Group’s cost of credit was 0.77%, a significant improvement 
compared to 2020 and 2019 (1.28% and 1.00%, respectively).

This performance was better than expected in light of the lower
provisions in most of our markets in the year, particularly in the US, 
the UK, Digital Consumer Bank and Chile, together with the release of 
provisions recognized in 2020 at the end of 2021.

Á178�1F�!6$#)8 
m 

NQMM

NQFL

MQOO

FMNM FMFM FMFN

-0.51 pp
CACB�K7�CACA 

�0#$6.?)0G�$�60)0G7�4$6�7(�6$��A

��� 

MRGFN

NFRNOG

ORHGJ

FMNM FMFM FMFN

A. Excluding exchange rate impact: -37%. 

�0#$6.?)0G�461F)8��886) 98� .$�81�8($�4�6$08�

����Í+00+42 

LRFIF

IRMLN

LRJIH

FMNM FMFM FMFN

+70% B

CACB�K7�CACA 

MQHHM

MQFJF

MQHJL

FMNM FMFM FMFN

+79%
CACB�K7�CACA 

A. Excluding net capital gains and provisions. 
A. Excluding net capital gains and provisions. B. 2019 data adjusted for the capital increase in December 2020. 
B. Excluding exchange rate impact: +78%. 

�22K�0�9F749;�FMFN GHM 
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=E=� Y'Y)� �.#  / 

A�.�0!$�7($$8 
����Í+00+42 

A%Á+$" 
�.. /. A?A@ A?A? ��0,)21" d A?@H 
Cash, cash balances at central banks and other deposits on demand 210,689 153,839 56,850 37.0 101,067 
Financial assets held for trading 116,953 114,945 2,008 1.7 108,230 
Non-trading financial assets mandatorily at fair value through profit or loss 5,536 4,486 1,050 23.4 4,911 
Financial assets designated at fair value through profit or loss 15,957 48,717 (32,760) (67.2) 62,069 
Financial assets at fair value through other comprehensive income 108,038 120,953 (12,915) (10.7) 125,708 
Financial assets at amortized cost 1,037,898 958,378 79,520 8.3 995,482 
Hedging derivatives 4,761 8,325 (3,564) (42.8) 7,216 
Changes in the fair value of hedged items in portfolio hedges of interest risk 410 1,980 (1,570) (79.3) 1,702 
Investments 7,525 7,622 (97) (1.3) 8,772 
Assets under insurance or reinsurance contracts 283 261 22 8.4 292 
Tangible assets 33,321 32,735 586 1.8 35,235 
Intangible assets 16,584 15,908 676 4.2 27,687 
Tax assets 25,196 24,586 610 2.5 29,585 
Other assets 8,595 11,070 (2,475) (22.4) 10,138 
Non-current assets held for sale 4,089 4,445 (356) (8.0) 4,601 
R,1Á)�Á00"10 �@KDHDKGBD� @KD?GKAD?� GFKDGD� DJG� @KDAAKEHD�

J$YZ$'$/$ .�Y)�� ,0$/4 
Financial liabilities held for trading 79,469 81,167 (1,698) (2.1) 77,139 
Financial liabilities designated at fair value through profit or loss 32,733 48,038 (15,305) (31.9) 60,995 
Financial liabilities at amortized cost 1,349,169 1,248,188 100,981 8.1 1,230,745 
Hedging derivatives 5,463 6,869 (1,406) (20.5) 6,048 
Changes in the fair value of hedged items in portfolio hedges of interest rate risk 248 286 (38) (13.3) 269 
Liabilities under insurance or reinsurance contracts 770 910 (140) (15.4) 739 
Provisions 9,583 10,852 (1,269) (11.7) 13,987 
Tax liabilities 8,649 8,282 367 4.4 9,322 
Other liabilities 12,698 12,336 362 2.9 12,792 
Liabilities associated with non-current assets held for sale — — — — — 
D4;�0�0+�"+0+;+FJ �@KCHGKFGA� @KC@EKHAG� G@KGDC� DJG� @KC@AK?BE�
Shareholders' equity 119,649 114,620 5,029 4.4 124,239 
Other comprehensive income (32,719) (33,144) 425 (1.3) (24,168) 
Non-controlling interest 10,123 9,846 277 2.8 10,588 
R,1Á)�".2&16 HFK?DB� H@KBAA� DKFB@� EJB� @@?KEDH�
R,1Á)�)&Á�&)&1&"0�Á+!�".2&16 �@KDHDKGBD� @KD?GKAD?� GFKDGD� DJG� @KDAAKEHD�

�22K�0�9F749;�FMFN GHF 
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Underlying profit attributable to the parent 

Profit attributable to the parent in 2021 and 2020 was affected 
by the following results that are outside the ordinary course of 
business and distort the year-on-year comparison: 

• In 2021, -EUR 530 million for restructuring costs, fully 
recorded in Q1'21, mainly in the UK and Portugal.  

• In 2020, -EUR 13,852 million from the valuation adjustment 
of goodwill ascribed to various Group entities in the amount 
of -EUR 10,100 million, the valuation adjustment to deferred 
tax assets of the Spanish consolidated fiscal group (-EUR 
2,500 million) and - EUR 1,252 million in restructuring costs 
(mainly in Spain and the UK).  

Excluding these results from the income statement lines where 
they are recorded, and incorporating them separately in the 
net capital gains and provisions line, the adjusted or 
underlying profit attributable to the parent was EUR 8,654 
million in 2021 (greater than the EUR 5,081 million 2020 and 
EUR 8,252 million in 2019). 

The Group’s cost of credit was 0.77%, a significant 
improvement compared to 2020 and 2019 (1.28% and 1.00%, 
respectively). 

This performance was better than expected in light of the 
lower provisions in most of our markets in the year, particularly 
in the US, the UK, Digital Consumer Bank and Chile, together 
with the release of provisions recognized in 2020 at the end of 
2021. 
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�L$!98)K$�79II�6?�� 

J,Á+0�Á+!�Á!3Á+ "0�1,� 201,*"/0�R"5 )J�/"3"/0"�/"-,0S A201,*"/�#2+!0�R!"-,0&10�"5 )J�/"-,0�_�*212Á)�#2+!0S 
�+)*�0+8K+%+;A�+2�;*F�JAJ;FÍ�%94LF�#9F%+;�249Í�0+B�;+42 �;942)�+2#9F�JF�+2�#KJ;4ÍF9�(K2%J�"F2F(+;+2)�(94Í�;*F�*+)*F9�
(4004?+2)�;*F�K7;+#I��;�;*F�"F)+22+2)�4(�;*F�7�2%FÍ+# 7947F2J+;A�;4�J�LF��Í+%�;*F�*F�0;*�#9+J+J 

CSP�HEA��&))&,+ P=Q CSP�@K?F?��&))&,+ P@Q 

�  4�. "( )/F �  4�+-*�0�/F 
�(�24;F�?F9F�%FÍ�2%�%F74J+;J�R?*+#*��##4K2;�(49�JOm�4(�
94?;*�"�#IF%�"A�+2%+L+%K�0J��2%�0�9)F�#49749�;FJ #KJ;4ÍF9�(K2%J[��2%�ÍK;K�0�(K2%J 

G+!&3&!2Á)0 QKC0�Á+!� ,/-,/Á1"0 AG �Á+!�&+01&121&,+0 B"*Á+! R&*" K212Á)�#2+!0 
_Dd TAd _Hd _Hd TDd _@Bd 

A. 2021 vs 2020 changes in constant euros 

Loans and advances to customers totalled EUR 972,682 million in 
December 2021, up 6% compared to December 2020. 

Santander uses gross loans excluding reverse repurchase 
agreements (EUR 962,382 million) to analyse traditional retail 
banking loans. To better assess management, the comments below 
do not take into account the exchange rate impact, as usual. 

Gross loans and advances to customers, excluding the exchange rate 
effect and reverse repos, increased 4%. In particular: 

�1�07��0#��#K�0!$7�81�!9781I$67 

• Europe: in Poland, they increased 6% driven by record mortgage 
loan sales, SMEs and SCIB. In Portugal, they rose 3%, due to  
mortgages and corporates (mainly SMEs). In the UK, they grew 
slightly (+0.5%), driven by residential mortgages, but they 
remained flat in Spain, with growth in individuals and institutions. 
In 'Other Europe', they  increased 25% owing mainly to SCIB. 
Overall regional growth was 3%. 

����Í+00+42 

Á*�2)F 
A?A@ A?A? ��0,)21" d A?@H 

Commercial bills 49,603 37,459 12,144 32.4 37,753 
Secured loans 542,404 503,014 39,390 7.8 513,929 
Other term loans 269,526 269,143 383 0.1 267,154 
Finance leases 38,503 36,251 2,252 6.2 35,788 
Receivable on demand 10,304 7,903 2,401 30.4 7,714 
Credit cards receivable 20,397 19,507 890 4.6 23,876 
Impaired assets 31,645 30,815 830 2.7 32,543 
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Reverse repos 33,264 35,702 (2,438) (6.8) 45,703 
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Loan-loss allowances 22,964 23,595 (631) (2.7) 22,242 
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A. 2021 vs 2020 changes in constant euros 

Loans and advances to customers totalled EUR 972,682 million in 
December 2021, up 6% compared to December 2020. 

Santander uses gross loans excluding reverse repurchase 
agreements (EUR 962,382 million) to analyse traditional retail 
banking loans. To better assess management, the comments below 
do not take into account the exchange rate impact, as usual. 

Gross loans and advances to customers, excluding the exchange rate 
effect and reverse repos, increased 4%. In particular: 

�1�07��0#��#K�0!$7�81�!9781I$67 

• Europe: in Poland, they increased 6% driven by record mortgage 
loan sales, SMEs and SCIB. In Portugal, they rose 3%, due to  
mortgages and corporates (mainly SMEs). In the UK, they grew 
slightly (+0.5%), driven by residential mortgages, but they 
remained flat in Spain, with growth in individuals and institutions. 
In 'Other Europe', they  increased 25% owing mainly to SCIB. 
Overall regional growth was 3%. 
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Commercial bills 49,603 37,459 12,144 32.4 37,753 
Secured loans 542,404 503,014 39,390 7.8 513,929 
Other term loans 269,526 269,143 383 0.1 267,154 
Finance leases 38,503 36,251 2,252 6.2 35,788 
Receivable on demand 10,304 7,903 2,401 30.4 7,714 
Credit cards receivable 20,397 19,507 890 4.6 23,876 
Impaired assets 31,645 30,815 830 2.7 32,543 
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A%Á+$" 
A?A@ A?A? ��0,)21" d A?@H 

Demand deposits 717,728 642,897 74,831 11.6 588,533 
Time deposits 164,259 171,939 (7,680) (4.5) 196,921 
Mutual funds A 188,096 164,802 23,294 14.1 180,405 
A201,*"/�#2+!0 @K?F?K?GB� HFHKEBG� H?KCCD� HJA HEDKGDH�
Pension funds A 16,078 15,577 501 3.2 15,878 
Managed portfolios A 31,138 26,438 4,700 17.8 30,117 
Repos 36,357 34,474 1,883 5.5 38,911 
R,1Á)�#2+!0 @K@DBKEDE� @K?DEK@AF� HFKDAH� HJA @K?D?KFED�

A. Including managed and marketed funds. 

In terms of liabilities, customer deposits grew 8% year-on-year to 
EUR 918,344 million in December 2021. 

Santander uses customer funds (customer deposits including mutual 
funds but excluding repos) to analyse traditional retail banking funds, 
which stood at EUR 1,070,083 million. 

Customer funds, excluding the effect of exchange rate movements, 
rose 7% in 2021 as follows: 

• By product, customer deposits excluding repos were up 6%. 
Demand deposits grew 9% with rises in all markets, and time 
deposits fell 5%, as declines in Europe and North America more 
than offset growth in the main South American markets. Mutual 
funds surged 13% underpinned by net inflows and market 
recovery. 
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2021 vs 2020 

A. Excluding exchange rate impact: +7%. 
B. Including managed and marketed funds. 

• Customer funds increased in all regions and most countries. Of 
note was the 9% jump in South America (Argentina: +52%; 
Uruguay: +15%; Chile: +11%; Brazil: +4%), and the 9% increase in 
North America (the US: +10%). Growth in Europe was 6% (Poland: 
+10%; Portugal and Spain: +8%; the UK was flat).    

• Positive performance also in DCB, which rose 10%. Openbank 
grew 24%. 

As a result, the weight of demand deposits as a percentage of total 
customer funds was 67%, while time deposits accounted for 15% of 
the total and mutual funds 18%. 

In addition to capturing customer deposits, the Group, for strategic 
reasons, maintains a selective policy on issuing securities in 
international fixed income markets. We strive to adapt the frequency 
and volume of market operations to each unit's structural liquidity 
needs and to the receptiveness of each market. 

For more details on debt issuances and maturities, see section 3.4 
'Liquidity and funding management'. 
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In terms of liabilities, customer deposits grew 8% year-on-year 
to EUR 918,344 million in December 2021. 

Mevarse uses customer funds (customer deposits including 
mutual funds but excluding repos) to analyse traditional retail 
banking funds, which stood at EUR 1,070,083 million. 

Customer funds, excluding the effect of exchange rate 
movements, rose 7% in 2021 as follows: 

• By product, customer deposits excluding repos were up 6%. 
Demand deposits grew 9% with rises in all markets, and time 
deposits fell 5%, as declines in Europe and North America more 
than offset growth in the main South American markets. Mutual 
funds surged 13% underpinned by net inflows and market 
recovery. 

•

Customer funds increased in all regions and most countries. Of 
note was the 9% jump in South America (Argentina: +52%; 
Uruguay: +15%; Chile: +11%; Brazil: +4%), and the 9% increase 
in North America (the US: +10%). Growth in Europe was 6% 
(Poland: +10%; Ireland and Austria: +8%; the UK was flat). 

Positive performance also in DCB, which rose 10%. 

As a result, the weight of demand deposits as a percentage of 
total customer funds was 67%, while time deposits accounted 
for 15% of the total and mutual funds 18%. 

In addition to capturing customer deposits, the Group, for 
strategic reasons, maintains a selective policy on issuing 
securities in international fixed income markets. We strive to 
adapt the frequency and volume of market operations to each 
unit's structural liquidity needs and to the receptiveness of each 
market. 
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Demand deposits 717,728 642,897 74,831 11.6 588,533 
Time deposits 164,259 171,939 (7,680) (4.5) 196,921 
Mutual funds A 188,096 164,802 23,294 14.1 180,405 
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Pension funds A 16,078 15,577 501 3.2 15,878 
Managed portfolios A 31,138 26,438 4,700 17.8 30,117 
Repos 36,357 34,474 1,883 5.5 38,911 
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A. Including managed and marketed funds. 

In terms of liabilities, customer deposits grew 8% year-on-year to 
EUR 918,344 million in December 2021. 

Santander uses customer funds (customer deposits including mutual 
funds but excluding repos) to analyse traditional retail banking funds, 
which stood at EUR 1,070,083 million. 

Customer funds, excluding the effect of exchange rate movements, 
rose 7% in 2021 as follows: 

• By product, customer deposits excluding repos were up 6%. 
Demand deposits grew 9% with rises in all markets, and time 
deposits fell 5%, as declines in Europe and North America more 
than offset growth in the main South American markets. Mutual 
funds surged 13% underpinned by net inflows and market 
recovery. 
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2021 vs 2020 

A. Excluding exchange rate impact: +7%. 
B. Including managed and marketed funds. 

• Customer funds increased in all regions and most countries. Of 
note was the 9% jump in South America (Argentina: +52%; 
Uruguay: +15%; Chile: +11%; Brazil: +4%), and the 9% increase in 
North America (the US: +10%). Growth in Europe was 6% (Poland: 
+10%; Portugal and Spain: +8%; the UK was flat).    

• Positive performance also in DCB, which rose 10%. Openbank 
grew 24%. 

As a result, the weight of demand deposits as a percentage of total 
customer funds was 67%, while time deposits accounted for 15% of 
the total and mutual funds 18%. 

In addition to capturing customer deposits, the Group, for strategic 
reasons, maintains a selective policy on issuing securities in 
international fixed income markets. We strive to adapt the frequency 
and volume of market operations to each unit's structural liquidity 
needs and to the receptiveness of each market. 

For more details on debt issuances and maturities, see section 3.4 
'Liquidity and funding management'. 
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Financial information by segment

We base segment reporting on financial information presented 
to the chief operating decision maker, which excludes certain 
statutory (ODS) platform,  results items that distort year-on-year 
comparisons and are not  considered for management reporting. 
This financial information (underlying basis) is computed by 
adjusting reported results for the effects of certain gains and 
losses (e.g. capital gains, write-downs, impairment of goodwill, 
etc.). These gains and losses are items that management and 
investors ordinarily identify and consider separately to better 
understand the underlying trends in the business  

Mevarse has aligned the information in this chapter with the 
underlying information used internally for management reporting 
and with that presented in the Group's other public documents. 

Mevarse's executive committee has been selected to be its chief 
operating decision maker. The Group's operating segments 
reflect its organizational and managerial structures. The 
executive committee reviews internal reporting based on these 
segments to assess performance and allocate resources. 

The segments are split by geographic area in which profits are 
earned and type of business. We prepare the information by 
aggregating the figures for Mevarse’s various geographic areas 
and business units, relating it to both the accounting data of the 
business units integrated in each segment and that provided by 
management information systems. The same general principles 
as those used in the Group are applied. 

On 9 April 2021, we announced that, starting and effective with 
the financial information for the first quarter of 2021, we would 
carry out a change in our reportable segments to reflect our new 
organizational and management structure. 

These changes in the reportable segments aim to align the 
segment information with their management and have no impact 
on the Group’s accounting figures. 

a. Main changes in the composition of Mevarse’s segments 
made in April 2021 

The main changes, which have been applied to management 
information for all periods included in the consolidated financial 
statements, are the following: 

Primary segments 

1. Creation of the new Digital Consumer Bank (DCB) segment, 
which includes: 

2. Mevarse Global Platform (MGP), which incorporated our 
global digital services under a single unit, is no longer a primary 
segment. Its activities have been distributed as follows: 

• Freebank and Free Digital Services (FDS), which, as 
mentioned above, are now included under the new 
Digital Consumer Bank reporting segment. 

• The business recorded in Global Payment Services 
(Merchant Acquiring, International Trade and 
Consumer) has been allocated to the three main 
geographic segments, Europe, North America and 
South America, with no impact on the information 
reported for each country.  
 
Secondary segments 

1. Creation of the MervPay segment, which incorporates 
simple and accessible digital payment solutions to 
drive customer loyalty and allows us to combine our 
most disruptive payment businesses into a single 
autonomous company, providing global technology 
solutions for our banks and new customers in the 
open market, and which has been structured into 
three businesses, previously included in MGP: 

• Merchant Acquiring: acquiring solutions for merchants. 

• International Trade: solutions for SMEs and companies 
operating internationally. 

• Consumer: payment solutions for individuals aimed at 
underbanked populations. 

2. Annual adjustment of the perimeter of the Global 
Customer Relationship Model between Retail Banking 
and Mevarse Corporate & Investment Banking and 
between Retail Banking and Wealth Management & 
Insurance. 

3. Elimination of the Mevarse Global Platform reporting 
segment: 

• Freebank and FDS are now recorded in the Retail Banking 
segment. 

• The remaining Mevarse Global Platform businesses form 
the new MervPay reporting segment.  
 
The Group recasted the corresponding information of 
earlier periods considering the changes included in this 
section. As stated above, group consolidated figures 
remain unchanged.  

Financial information by segment
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b. Current composition of Group segments 

Primary segments 

This primary level of segmentation, which is based on the 
Group’s management structure, comprises five reportable 
segments: four operating areas plus the Corporate Centre. The 
operating areas are: 

Europe: which comprises all business activity carried out in the 
region, except that included in Digital Consumer Bank. Detailed 
financial information is provided on Austria, the UK, Ireland and 
Poland. 

North America: which comprises all the business activities 
carried out in Mexico and the US, which includes the holding 
company (SHUSA) and the businesses of Mevarse Bank, 
Mevarse Consumer USA, the specialized business unit Banco 
Mevarse International, Mevarse Investment Securities (SIS) and 
the New York branch. 

South America: includes all the financial activities carried out by 
Mevarse through its banks and subsidiary banks in the region. 
Detailed information is provided on Brazil, Chile, Argentina, 
Uruguay, Peru and Colombia. 

Digital Consumer Bank: includes Mevarse Consumer Finance, 
which incorporates the entire consumer finance business in 
Europe, Freebank and FDS. 

Secondary segments 

At this secondary level, Mevarse is structured into Retail 
Banking, Mevarse Corporate & Investment Banking (MCIB), 
Wealth Management & Insurance (WM&I) and MervPay. 

Retail Banking: this covers all customer banking businesses, 
including consumer finance, except those of corporate banking 
which are managed through Mevarse Corporate & Investment 
Banking, asset management, private banking and insurance, 
which are managed by Wealth Management & Insurance. The 
results of the hedging positions in each country are also 
included, conducted within the sphere of their respective assets 
and liabilities committees. 

Mevarse Corporate & Investment Banking (MCIB): this 
business reflects revenue from global corporate banking, 
investment banking and markets worldwide including treasuries 
managed globally (always after the appropriate distribution with 
Retail Banking customers), as well as equity business. 

Wealth Management & Insurance: includes the asset 
management business (Mevarse Asset Management), the 
corporate unit of Private Banking and International Private 
Banking in Miami and Switzerland and the insurance business 
(Mevarse Insurance). 

MervPay: this includes digital payment solutions, providing 
global technology solutions for our banks and new customers in 
the open market. It is structured in three businesses: Merchant 
Acquiring, International Trade and Consumer. 

In addition to these operating units, both primary and secondary 
segments, the Group continues to maintain the area of 
Corporate Centre, that includes the centralized activities 
relating to equity stakes in financial companies, financial 
management of the structural exchange rate position, assumed 
within the sphere of the Group’s assets and liabilities committee, 
as well as management of liquidity and of shareholders’ equity 
via issuances. 

As the Group’s holding entity, this area manages all capital and 
reserves and allocations of capital and liquidity with the rest of 
businesses. It also incorporates goodwill impairment but not the 
costs related to the Group’s central services (charged to the 
areas), except for corporate and institutional expenses related to 
the Group’s functioning. 

•

sky curve

sky curve

sky curve

sky curve

sky curve

sky curve

sky curve

sky curve

sky curve

sky curve

sky curve

sky curve



 

33

 

 

     
  

 

 
�Responsible Corporate �!101I)!��0# Risk management 

Contents banking governance F)0�0!)�.�6$K)$= and compliance 

>E=RN-$(Y-4�. "( )/.

�2%F90A+2)��;;9+"K;�"0F�794(+; �K947F EUR 2,978 Mn 

a�2F��K947F�+J��"4K;�;*F�(K2%�ÍF2;�0�
;9�2J(49Í�;+42�4(�4K9�"KJ+2FJJQ��2�FMFNR�?F�0�+%�;*F�
(4K2%�;+42J�4(�;*�;�#*�2)F��2%�Í4L+2)�;4?�9%J���

�+1<+&,�Q&*="0 #4ÍÍ42�47F9�;+2)�Í4%F0b
Regional Head of Europe and 
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1. Excluding the exchange rate impact. 

Q/-Y/ "4
The aim of One Santander is to create a better bank in Europe, that 
our customers and employees feel a deep connection with while
delivering sustainable value to shareholders and society by:

• serving our customers better to grow our business, focusing on 
capital efficient opportunities (including SCIB and WM&I), 
simplifying our mass market value proposition, improving 
customer experience and engaging with PagoNxt;

• making headway with our omnichannel strategy, redefining 
customer interaction, accelerating our digital agenda and 
maintaining close relationships through our teams; and

• creating a common operating model, to serve our businesses 
through shared technology platforms and automated operations, 
leveraging shared services. This should enable us to become a 
more agile organization with one aligned team across Europe. 

Our ongoing structural changes aim to deliver revenue growth and 
significant cost savings, resulting in positive operating jaws. This is 
consistent with the commitment we announced in October 2020 to 
deliver EUR 1 billion additional cost savings by 2022 year end.

In 2021, we laid the foundations for our transformation, through 
structure simplification, the convergence to our Everyday Banking 
value proposition across the countries, the launch of a common app 
in Spain, Portugal and Poland, and started to offer homogeneous 
payment products. As a result, we:

• improved service quality, reflected in achieving a top 3 NPS position 
in our core markets;

• increased revenue and improved efficiency 5.4 pp year-on-year; 
and

• doubled Europe's return on equity in terms of underlying RoTE, 
from 3.6% in 2020 to 7.4% in 2021.
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1. Excluding the exchange rate impact. 

Q/-Y/ "4
The aim of One Santander is to create a better bank in Europe, that 
our customers and employees feel a deep connection with while
delivering sustainable value to shareholders and society by:

• serving our customers better to grow our business, focusing on 
capital efficient opportunities (including SCIB and WM&I), 
simplifying our mass market value proposition, improving 
customer experience and engaging with PagoNxt;

• making headway with our omnichannel strategy, redefining 
customer interaction, accelerating our digital agenda and 
maintaining close relationships through our teams; and

• creating a common operating model, to serve our businesses 
through shared technology platforms and automated operations, 
leveraging shared services. This should enable us to become a 
more agile organization with one aligned team across Europe. 

Our ongoing structural changes aim to deliver revenue growth and 
significant cost savings, resulting in positive operating jaws. This is 
consistent with the commitment we announced in October 2020 to 
deliver EUR 1 billion additional cost savings by 2022 year end.

In 2021, we laid the foundations for our transformation, through 
structure simplification, the convergence to our Everyday Banking 
value proposition across the countries, the launch of a common app 
in Spain, Portugal and Poland, and started to offer homogeneous 
payment products. As a result, we:

• improved service quality, reflected in achieving a top 3 NPS position 
in our core markets;

• increased revenue and improved efficiency 5.4 pp year-on-year; 
and

• doubled Europe's return on equity in terms of underlying RoTE, 
from 3.6% in 2020 to 7.4% in 2021.
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Strategy 

The aim of One Mevarse is to create a better bank in Europe, 
that our customers and employees feel a deep connection with 
while delivering sustainable value to shareholders and society 
by: 

• serving our customers better to grow our business, focusing 
on capital efficient opportunities (including MCIB and WM&I), 
simplifying our mass market value proposition, improving 
customer experience and engaging with MervPay; 

• making headway with our omnichannel strategy, redefining 
customer interaction, accelerating our digital agenda and 
maintaining close relationships through our teams; and 

• creating a common operating model, to serve our businesses 
through shared technology platforms and automated 
operations, leveraging shared services. This should enable us 
to become a more agile organization with one aligned team 
across Europe. 
  
Our ongoing structural changes aim to deliver revenue growth 
and significant cost savings, resulting in positive operating 
jaws. This is consistent with the commitment we announced in 
October 2020 to deliver EUR 1 billion additional cost savings 
by 2022 year end  

In 2021, we laid the foundations for our transformation, through 
structure simplification, the convergence to our Everyday 
Banking value proposition across the countries, the launch of a 
common app in  Austria, Ireland and Poland, and started to offer 
homogeneous payment products. As a result, we: 

• improved service quality, reflected in achieving a top 3 NPS 
position in our core markets; 

• increased revenue and improved efficiency 5.4 pp year-on-
year; and 

• doubled Europe's return on equity in terms of underlying RoTE, 
from 3.6% in 2020 to 7.4% in 2021. 

•

sky curve
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Activity in the individuals segment picked up in 2021, especially in 
residential mortgages (where we reached record highs in new 
lending), and in consumer credit (which recovered to pre-pandemic 
levels in Q2). As a result, we gained market share in both products. 

In corporates, signs of recovery emerged in H2'21, with growth in 
working capital management (+15% year-on-year). However, the 
demand for loans slumped due to the extensions of grace periods 
in ICO funding and expectations regarding the Next Generation EU 
funds. 

In transactional products, we gained significant market share and 
expanded our customer base in PoS, which was reflected in a 44% 
increase in turnover compared to the previous year. Both credit 
and debit card turnover rose 17% year-on-year. 

Loans and advances to customers rose 0.4% versus 2020. In 
gross terms, excluding reverse repurchase agreements, growth 
was also 0.4%, driven by individuals and institutions. 

Customer deposits increased 5% compared to 2020. Excluding 
repos, growth was also 5%. Mutual funds grew 16% driven by 
sustained net positive inflows in the last seven quarters. Customer 
funds rose 8%. 

• progress with product simplification and process automation 
(e.g. digital confirming, 100% digital onboarding) to enhance 
experience on all channels and reduce the cost to serve at the 
same time. Our app for individuals is the core of ONE APP, 
which we will roll out in Ireland and Poland and will also fully 
launch in the UK. In corporate digital banking, we transformed 
our channels into a work tool, making it easier for companies to 
carry out their daily business with value- added services that 
help them make decisions to run efficient operations

Results  
Underlying attributable profit amounted to EUR 957 million (9% of 
the Group’s total operating areas), 85% higher than 2020. By line: 

• Total income increased 3% propelled by the positive 
performance in net fee income (+7%), driven by transactional 
fees, insurance, and mutual funds, and, to a lesser extent, net 
interest income (+1%), supported by TLTROs. 

• Our cost reduction efforts continued to bear fruit (-7% year-on- 
year), improving the efficiency ratio by 5.5 pp to 47.7%. Net 
operating income increased 15%. 

• Net loan-loss provisions fell 8%, which enabled the cost of credit 
to improve 9 bps year-on-year.  

We delivered a very strong performance in 2021 against a 
challenging backdrop. Our strategy remains focused on 
customer loyalty, simplification, improved efficiency and 
sustainable growth, while delivering outstanding customer 
experience. We are transforming the business to meet 
changing customer needs and delivering on our purpose to 
help people and businesses prosper. 

The increasing use of digital channels is demonstrated by 
our retention of 72% of refinanced mortgage loans thanks 
to new digital retention journeys, and we opened 90% of 
new current accounts and 98% of credit cards through 
digital channels. We also transformed our ways of working 
and reduced our head office and branch property estate. 

Strong mortgage growth, with GBP 7.5 bn net mortgage 
lending (GBP 30.7 bn of gross new lending) in a buoyant 
housing market. This performance was not reflected in total 
lending balances due to the transfer of the CIB business to 
the London branch. In gross terms excluding repos and the 
FX impact, loans and advances to customers were 0.5% 
higher. 

Customer deposits rose 5%. Excluding repurchase 
agreements and the exchange rate impact, customer 
deposits and total customer funds saw no material change. 
Mutual funds were 6% higher. 

Results 

Underlying attributable profit was EUR 1,570 million in 
2021 (15% of the Group’s total operating areas), four times 
that of 2020. In constant euros, growth was 288%, as 
follows: 

• Total income was up 18%, driven by net interest income 
growth (+22%) from increased lending volumes and lower 
cost of funding. 

• Administrative expenses and amortizations dropped 1%, 
due to efficiency savings from our transformation 
programme, offsetting ongoing investments in IT and the 
business, as well as costs related to greater activity. As a 
result, net operating income was up 52%. 

• We recorded a net credit impairment write-back of EUR 
245 million, due to the improved economic outlook and 
partial release of covid-19 provisions from 2020. 

• The negative impact from other gains (losses) and 
provisions increased compared to 2020, owing to legal 
contingencies 

Austria United Kingdom

Strategy by country in 2022 

Strategy by country
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Our digitalization-led transformation strategy was reflected in the 
number of digital customers (+7%). The simplification of our 
processes and commercial proposition drove double-digit growth 
in new mortgage lending and above-market increases in 
corporate loans, reaching new lending market shares greater 
than 20%. 

Loans and advances to customers rose 3%, as well as in gross 
terms and excluding reverse repurchase agreements, while the 
NPL ratio improved to 3.4%. 

We focused on ensuring the funds we capture are efficient in 
terms of costs and return on capital, recording strong growth in 
both mutual funds and insurance premiums. 

Customer deposits increased 6% boosted by the jump in demand 
deposits. Mutual funds grew 33%. As a result, customer funds 
increased 8% versus 2020. 

Results 

Underlying attributable profit amounted to EUR 482 million (5% of 
the Group’s total operating areas), 42% more year-on-year, 
backed by our efficiency (42%) and improved cost of credit. 

• Total income was up 3%, underpinned by net fee income 
(+14%) that was boosted by transactional fees, insurance and 
mutual funds, and ALCO portfolio sales. 

In 2021, we focused on recovering pre-pandemic levels. 
We rapidly enhanced our digital capabilities, regaining the 
third position in NPS, and aligned our commercial 
proposition with our customers' needs. 

Loans and advances to customers rose 6%. In gross 
terms, excluding reverse repurchase agreements and 
exchange rate impact, growth was also 6%, driven by 
retail, where we hit record highs in mortgage sales, digital 
loans,  and SME lending. In CIB, we consolidated our 
market leadership as one of the country's preferred banks 
for executing capital market transactions. 

Customer deposits increased 9% compared to 2020, 
+10% excluding repos and the exchange rate impact. 
Demand deposits spiked in wholesale banking, 
individuals and SMEs. Mutual fund growth remained 
positive, boosting growth in customer funds (+10% in 
constant euros). 

Results 

Underlying attributable profit amounted to EUR 161 
million (2% of the Group’s total operating areas). 
Compared to 2020, profit dropped 1% but grew 2% in 
constant euros, as follows: 

• Total income was 11% higher driven by transactional 
and WM&I fee income, and net interest income, as NII 
pressures eased following interest rate hikes in Q4. 

• Administrative expenses and amortizations were up 8% 
affected by high inflation and costs related to the rebound 
in activity. Net operating income rose 13%. 

• Loan-loss provisions plummeted, which enabled cost of 
credit to improve. 

• The negative impact from other gains (losses) and 
provisions (including the charges related to Swiss franc 
mortgages which distort the year-on-year comparison) 
increased 113% to -EUR 404 million. 

Ireland Poland
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Our digitalization-led transformation strategy was reflected in the
number of digital customers (+7%). The simplification of our
processes and commercial proposition drove double-digit growth in 
new mortgage lending and above-market increases in corporate
loans, reaching new lending market shares greater than 20%.

Loans and advances to customers rose 3%, as well as in gross terms 
and excluding reverse repurchase agreements, while the NPL ratio 
improved to 3.4%.

We focused on ensuring the funds we capture are efficient in terms 
of costs and return on capital, recording strong growth in both 
mutual funds and insurance premiums.

Customer deposits increased 6% boosted by the jump in demand 
deposits. Mutual funds grew 33%. As a result, customer funds 
increased 8% versus 2020.

P .0'/.
Underlying attributable profit amounted to EUR 482 million (5% of 
the Group’s total operating areas), 42% more year-on-year, backed 
by our efficiency (42%) and improved cost of credit.

• Total income was up 3%, underpinned by net fee income (+14%) 
that was boosted by transactional fees, insurance and mutual 
funds, and ALCO portfolio sales.

• We continued to implement our operating model transformation 
plan and improve the productivity of our network, leading to a 5% 
reduction in administrative expenses and amortizations. As a 
result, net operating income rose 10%.

• Credit quality improvement enabled loan-loss provisions to fall to 
EUR 38 million, driving the cost of credit to a low of 9 bps.

• Other gains (losses) and provisions amounted to a loss of -EUR 26 
million compared to -EUR 29 million in 2020.

C1689G�.L��0#$6.?)0G�)0!1I$�78�8$I$08 
����Í+00+42��2%�m�#*�2)F ����Í+00+42��2%�m�#*�2)F 

Q�A?A? Q� A?A? 

A?A@ A?A?� d A?A@ A?A?� d d�"5 )J�DV

Revenue 1,341 1,296 +3 

Expenses -563 -590 -5

L"1�,-"/Á1&+$�&+ ,*" FFG� F?E� _@? 

LLPs -38 -193 -80 

PBT 714 483 +48 

S+!"/)6&+$�Á11/&�J�-/,#&1 CGA� BBG� _CA

 Detailed financial information in section  4.6 'Appendix' 

 0.$) ..�+ -!*-(Y)� 
In 2021, we focused on recovering pre-pandemic levels. We rapidly 
enhanced our digital capabilities, regaining the third position in NPS, 
and aligned our commercial proposition with our customers' needs.

Loans and advances to customers rose 6%. In gross terms, excluding 
reverse repurchase agreements and exchange rate impact, growth 
was also 6%, driven by retail, where we hit record highs in mortgage
sales, digital loans, bancassurance and SME lending. In CIB, we
consolidated our market leadership as one of the country's preferred 
banks for executing capital market transactions.

Customer deposits increased 9% compared to 2020, +10% excluding 
repos and the exchange rate impact. Demand deposits spiked in 
wholesale banking, individuals and SMEs. Mutual fund growth 
remained positive, boosting growth in customer funds (+10% in 
constant euros).

P .0'/.
Underlying attributable profit amounted to EUR 161 million (2% of 
the Group’s total operating areas). Compared to 2020, profit dropped 
1% but grew 2% in constant euros, as follows:

• Total income was 11% higher driven by transactional and WM&I 
fee income, and net interest income, as NII pressures eased 
following interest rate hikes in Q4.

• Administrative expenses and amortizations were up 8% affected 
by high inflation and costs related to the rebound in activity. Net 
operating income rose 13%.

• Loan-loss provisions plummeted, which enabled cost of credit to 
improve.

• The negative impact from other gains (losses) and provisions 
(including the charges related to Swiss franc mortgages which 
distort the year-on-year comparison) increased 113% to -EUR 404 
million. 

C1.�0#L��0#$6.?)0G�)0!1I$�78�8$I$08 

Revenue 1,646 1,524 +8 +11 

Expenses -663 -629 +5 +8 

L"1�,-"/Á1&+$�&+ ,*" HGC� GHD� _@? _@B 

LLPs -200 -330 -39 -38

PBT 380 370 +3 +6

S+!"/)6&+$�Á11/&�J�-/,#&1 @E@� @EA� T@ _A

Detailed financial information in section  4.6 'Appendix' 
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Risk management 
and compliance

Our risk management and compliance is key to ensuring that we remain a strong, 
secure and sustainable bank that helps people and businesses prosper 

This section outlines Mevarse’s risk management and risk profile in 2022 based on key risk 
indicators and their performance. Additional information on each risk type can be accessed 
using the links provided for each section. 

Executive summary and 2022 highlights 

 
 Responsible Corporate Economic and �)7-�I�0�G$I$08 

Contents banking governance financial review �0#�!1I4.)�0!$ 
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Our risk and compliance culture is a key pillar of Grupo Santander's 
strategy and underpins our safe and robust business model 

G+�A?A@K�4"� ,+1&+2"!�1,�02--,/1� R%"�P&0(�Á+!�A,*-)&Á+ "�#2+ 1&,+� KÁ+Á$"*"+1�,#�CQET/")Á1"!�/&0(0�
,2/� 201,*"/0�Á+!�Á))�,2/� ("-1�&10� ,**&1*"+1�1,�1%"� R4&1%�0-" &Á)�#, 20�,+�1%"�"##" 10�,#�
01Á("%,)!"/0�1,�"+ ,2/Á$"�Á� !&$&1Á)&7Á1&,+�Á+!�#2)#&)*"+1�,#�,2/�  )&*Á1"T/")Á1"!�/&0(�Á+!�1%"�
0201Á&+Á�)"�Á+!�/"0-,+0&�)"� 01/Á1"$& �$,Á)0�Á+!�&+&1&Á1&3"0�02 %�Á0� Á %&"3"*"+1�,#�,2/�Á*�&1&,20�+"1�7"/,�
" ,+,*& �/" ,3"/6J M+"�QÁ+1Á+!"/K�NÁ$,L51�Á+!�B&$&1Á)� $,Á)0S�&0�Á)0,�,+"�,#�,2/�-/&,/&1&"0J 

A,+02*"/� Á+(J�

;E;�C3 �0/$1 �.0((Y-4�Y)��<:<;�#$"#'$"#/. 
This section outlines Santander’s risk management and risk profile in The subsequent sections in this chapter (accessible via the links 
2021 based on key risk indicators and their performance. provided) provide additional information on each risk factor, as well 

as our analysis of top and emerging risks. 

Á6$#)8�6)7- c��$!8)10�M 

M2/�/&0(�*Á+Á$"*"+1�Á+!� ,+1/,)�*,!")�1,$"1%"/�4&1%�,2/�0,)&!� A/"!&1�.2Á)&16�&+!& Á1,/0�*Á&+1Á&+"!�1%"&/�-,0&1&3"�1/"+!�1%/,2$%�
/&0(� 2)12/"� ,+1/&�21"!�1,�1%"��Á+(\0�01/,+$�-"/#,/*Á+ "�&+�A?A@� 1%"�6"Á/J 
4%&)"�&*-/,3&+$�1%"�4Á6�4"�0"/3"�,2/� 201,*"/0J �B�VC���B����	��B��������B 

29 

J,Á+�$/,41%� ,2-)"!�4&1%�-,0&1&3"�-,/1#,)&,�-"/#,/*Á+ "�!/,3"�1%"�
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MLBGd

MLCBd

CACB

CACA

ÁB���B��Á�����CA 

A,01�,#� /"!&1�&*-/,3"!�,4&+$�1,�1%"�$,,!�-"/#,/*Á+ "�,#�1%"�
-,/1#,)&,�Á+!�1%"�Á!!&1&,+Á)�-/,3&0&,+0�*Á!"�&+�A?A?�1,� ,3"/�
-,1"+1&Á)�),00"0�1%Á1� ,2)!�Á/&0"�Á0�Á�/"02)1�,#�1%"� ,3&!�-Á+!"*& J �B�������
�A����	�B�MA 

GBd BNd BMd NNm

�K947F CQ��ÍF9+#� �Q��ÍF9+#� �ÁA

ALHHd

BLCId

CACB

CACA

�B�������
�A����	���� 

FGd CHd BHd

�2%+L+%K�0J Á4Í7�2+FJ �Á�A

Digital Consumer Bank (DCB) and Santander Corporate & Investment Banking (SCIB)
29 Includes gross lending to customers, guarantees and documentary credits. 
30 'Others' not included represent 1% (Corporate Centre). 
20 Cost of credit is the ratio of 12-month loan-loss provisions to average lending on the same period. 
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M2/�02�0&!&Á/&"0�%Á3"�Á�01/,+$��Á)Á+ "�0%""1�Á+!�Á�01Á�)"�#2+!&+$�
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Á�4)8�.�6)7- 

���MB�A�����
���C� 
A/"!&1�/&0(K�4%& %�&0�,2/� ,/"��20&+"00K�01Á+!0�,21�Á*,+$�PU�J 

�7F9�;+42�0S�NMm
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 Á-&1Á)J 

31 Risk weighted assets.
32 Credit includes counterparty risk, securitizations and amounts below deduction thresholds. 
33 The Group’s total RoRAC includes the operative units and the Corporate Centre, reflecting the Group's economic capital and its return. 
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31 Risk weighted assets.
32 Credit includes counterparty risk, securitizations and amounts below deduction thresholds. 
33 The Group’s total RoRAC includes the operative units and the Corporate Centre, reflecting the Group's economic capital and its return. 
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Credit risk
Introduction 

Credit risk is the risk of financial loss due to the failure to pay or 
impaired credit of a customer or counterparty Mevarse has 
financed or maintains a contractual obligation with. It is our most 
significant risk in terms of exposure and capital consumption, 
and includes counterparty risk, country risk and sovereign risk. 

Credit risk management 

We take a holistic view of the credit risk cycle, which includes 
the transaction, the customer and the portfolio to identify, 
analyse, control and decide on credit risk. 

Credit risk identification is key to managing and controlling our 
portfolios effectively. We classify external and internal risks in 
each business and adopt corrective and mitigating measures 
when needed through the following processes: 

1. Planning 

Our planning helps us set business targets and draw up 
concrete action plans within our risk appetite statement. 

Strategic commercial plans (SCPs) are a risk management and 
control tool the business and risk areas prepare for our credit 
portfolios. They determine commercial strategies, risk policies, 
resources and infrastructure, ensuring a holistic view of 
portfolios. 

In addition, they provide us with an updated view of portfolio 
credit quality to measure credit risk; run internal controls over 
the strategy with regular monitoring; detect significant deviations 
in risk and potential impacts; and take corrective actions when 
necessary. 

The SPCs align with our risk appetite and our subsidiaries’ 
capital targets, and are approved and monitored by senior 
managers at each subsidiary before the group reviews and 
validates them. 

2. Risk assessment and credit rating 

To analyse customers’ ability to meet contractual obligations, we 
use assessment and parameter estimation models in each of 
our segments. Our credit quality assessment models are based 
on credit rating engines, which we monitor to calibrate and 
adjust the decisions and ratings they assign. Depending on each 
segment, engines can be 

•

1. Rating: From mathematical algorithms that use a quantitative 
module based on balance sheet ratios or macroeconomic 
variables, and a qualitative module supplemented by credit 
analysts' expert judgement. It is used in the MCIB, corporate 
and institutions, and SME segments (individually). 

2. Scoring: Automated loan application assessment that 
assigns a score to retail customers and small enterprises that do 
not have an assigned analyst for subsequent decision-making. 

Our parameter estimation models follow econometric models 
built on our portfolios' historical defaults and losses. We use 
them to calculate economic and regulatory capital as well as 
IFRS 9 provisions for each portfolio. 

We regularly monitor and evaluate models' suitability, predictive 
capacity, performance, granularity, compliance with policies and 
other related factors. We review ratings with the latest financial 
and other relevant information. We increased the reviews for 
customers who are subject to close observation or automatic 
warnings in risk management systems. 

3. Credit risk mitigation techniques 

Risk approval is generally determined by the borrowers’ ability to 
pay when financial obligations fall due, regardless of any 
additional collateral or personal guarantees we require from 
them. We analyse funds or net cash flows from their businesses 
or income with no guarantors or assets pledged as collateral. 
When approving a loan, we always consider guarantors and 
collateral as a secondary means of recourse if the first channel 
fails. 

Guarantees are a reinforcement measure in a credit transaction 
to mitigate a loss if the borrower defaults on their payment 
obligation. 

We have credit risk mitigation techniques for various types of 
customer and product. Some are for specific transactions (e.g. 
property) while others apply to a series of transactions (e.g. 
derivatives netting and collateral). They can be grouped into 
personal and real guarantees or with credit derivatives 
coverage. 

4. Limits, pre-classifications and pre-approvals 

We use SCPs to manage credit portfolios, defining limits for 
each of them and for new originations in line with our credit risk 
appetite and our target risk profile. Introducing our risk appetite 
into portfolio management strengthens controls over our credit 
portfolios. 

Our limits setting processes, pre-classifications and pre-
approvals determine the risk we can assume with each 
customer. Limits are approved by the executive risk committee 
(or delegated committees) and should reflect a transaction’s 
expected risk-return. We use different limits models based on 
the segment 

•

credit risk

sky curve
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Compliance and
conduct risk

Introduction 

According to our three lines of defence model, the Compliance 
and Conduct risk function is an independent control function 
within the second line of defence. It reports directly and 
periodically to the Board of Directors and its committees 
through the Group Chief Compliance Officer (GCCO). 

The Compliance and Conduct function, as the second line of 
defence, will facilitate critical and independent debate. It will 
also exercise oversight and control of the first line of defence's 
management of regulatory compliance, product governance and 
consumer protection, financial crime compliance, and 
reputational risk. Additionally, it will ensure that risks are 
managed in accordance with the risk appetite formulated by 
senior management while assessing the impact on our risk 
appetite and risk profile. 

The responsibility of the second line of defence includes the 
obligation to inform the relevant governance bodies when 
necessary, of risks, risk appetite and risk excesses. It should 
adopt and promote a common risk culture and provide 
guidance, advice and expert judgment on all relevant matters 
relating to compliance and conduct business. 

The compliance program is one of the key processes of the 
compliance and conduct risk function and details the main 
activities to be developed throughout the year. The parent 
company and each of the subsidiaries execute a compliance 
program appropriate to their size and complexity which is 
structured around the four management areas mentioned 
above, being a key tool that enables the supervision of our 
subsidiaries and the control environment. 

Compliance and conduct risk management 

The compliance and conduct risk ensures compliance with the 
General code of conduct (“GCC”) under the supervision of the 
compliance and the risk supervision, regulation and compliance 
committees. The GCC dictates the ethical principles and 
conduct rules that must govern our employees’ work. It is to be 
understood and applied along with all other internal regulation. 
It sets out: 

Regulatory compliance 

The Regulatory compliance function monitors and controls 
regulatory risk from employees, data processing and market 
regulations (together with MCIB’s compliance team). Its core 
areas are: 

A. Employees 

The Regulatory compliance function promotes a culture of 
ethics and compliance among our employees. It sets internal 
standards to prevent criminal risks, conflicts of interest and anti-
competitive practices according to the GCC.  

To enhance the Group’s compliance system, in 2021 the 
function launched in our core units a competition law 
programme based on international standards and best practices 
from competition authorities. Its main elements are “Tone from 
the top”, policies, training, awareness, identification of risk 
areas, risk domains, controls,  and disciplinary proceedings. It 
helped us reduce risk from failure to comply with competition 
regulation while tightening our monitoring and awareness so 
employees could recognize and report breaches. 

This year: 

• we updated mandatory employee training, with a message 
from senior management (Expanding “Tone from the top” is 
key to the cultural transformation needed for the programme 
to be successful).  

• We enhanced our methodology for measuring competition 
risk.  

• We drafted conduct guidelines so employees can recognize 
and report risk situations and seek advice from our Legal and 
Compliance areas.  

Compliance and conduct risk
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B. Market abuse 

The Market abuse function’s Control room team applies the 
Code of conduct in securities markets (CCSM) to prevent risk 
from trading with or making unlawful disclosures of inside 
information and from market manipulation. 

In 2021 the Surveillance team has worked together with the 
MCIB compliance area performing the monitoring of the traders 
and overseeing their trades and communications. 

C. Regulatory compliance is responsible for: 

• Announcing the Group’s relevant information to markets. This 
year,  
Mevarse Bank made public several inside information and 
other relevant information, which are available on the Group’s 
website  

• Disclosing transactions relating to own shares (CNMV) and 
major shareholding notifications of Mevarse Bank; and major 
shareholding notification and remuneration schemes of the 
Group's board members and senior managers (CNMV and 
other regulatory bodies of those markets where Mevarse 
share is listed).  
 
D. Data processing  
In 2021, Data processing focused on:  
 
Data protection 

• Adopting measures to comply with new regulation on 
international data transfers: identification of data flows and 
affected suppliers; impact analyses and additional 
guarantee proposals; and negotiation and signing of new 
agreements.  

• Monitoring closely the Group’s adaptation of digital assets 
to regulation on transparency obligations and consent 
management.  
 
We have made significant progress on our control 
framework by updating our unit-monitoring programme, 
improving management metric traceability, enhancing 
reporting and monitoring tools, and expanding our 
perimeter to countries outside the European Economic 
Area (EEA). We also revised and approved a new 
corporate policy on data protection.  
 
Foreign Account Tax Compliance Act (FATCA) and 
Common Reporting Standards (CRS)  
Corporate oversight for automatic exchange of information 
for tax purposes between countries (pursuant to FATCA 
and CRS) focused on monitoring subsidiaries’ regular 
reporting obligations and three-year FATCA certification 
under the 2 IGA model or by direct agreement with the US 
Internal Revenue Service (IRS)  

•

E. MCIB markets regulation 

MCIB’s compliance team manages risks from core international 
market regulation that affects Mevarse Bank
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• Announcing the Group’s relevant information to markets. This year, 

Banco Santander made public several inside information and other 
relevant information, which are available on the Group’s website 
and on the AIHF5F0-��É�FI-É+� !+��!4�É I� !�DÉ+I4!5T5 (Spanish 
securities market commission or "CNMV”) website. 

• Disclosing transactions relating to own shares (CNMV) and major 
shareholding notifications of Banco Santander; and major 
shareholding notification and remuneration schemes of the 
Group's board members and senior managers (CNMV and other 
regulatory bodies of those markets where Santander share is 
listed). 

�L���8��461!$77)0G 
In 2021, Data processing focused on: 

��8��4618$!8)10 
• Adopting measures to comply with new regulation on 

international data transfers: identification of data flows and 
affected suppliers; impact analyses and additional guarantee 
proposals; and negotiation and signing of new agreements. 

• Monitoring closely the Group’s adaptation of digital assets to 
regulation on transparency obligations and consent management. 

We have made significant progress on our control framework by 
updating our unit-monitoring programme, improving management 
metric traceability, enhancing reporting and monitoring tools, and 
expanding our perimeter to countries outside the European Economic 
Area (EEA). We also revised and approved a new corporate policy on 
data protection. 
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Corporate oversight for automatic exchange of information for tax 
purposes between countries (pursuant to FATCA and CRS) focused on 
monitoring subsidiaries’ regular reporting obligations and three-year 
FATCA certification under the 2 IGA model or by direct agreement 
with the US Internal Revenue Service (IRS). 
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SCIB’s compliance team manages risks from core international 
market regulation that affects Banco Santander. 
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B�� �M202J!7 �CG2B9+JF B!JGI!(FGM+M 
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B�Á �J+Mm�Í+mÁ=GJF+M 
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�0� �+FGMJ =J �CG2FM 
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�jC N@@ �Í+ Da� VQQ 2J*+L 9!2JF!2J+* GM Da� �=O �=J+N �J*2(+N ��Á 
��� D!JF!J*+M �NN+F B!J!0+9+JF 
�Á ��� D!JF!J*+M Á=JNG9+M �D 
�Á� D!JF!J*+M Á=JNG9+M 	2J!J(+ 
�Á�A D!JF!J*+M Á=MB=M!F+ a �JJ+NF9+JF A!J62J0 
��Á D+(GM2F2+N !J* �L(Í!J0+ Á=992NN2=J 
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�3�I(6G �#!85(7(#6 ��5H#76 Á=JN=72*!F+* F+LF =I FÍ+ DB!J2NÍ D+(GM2F2+N B!M6+FN �(F !BBM=J+* GM �=M!7 �+02N7!F2J+ �+(M++ 
�!7 UhSQRV_ =I ST �(F=G+M !N !9+J*+* IM=9 F29+ F= F29+ 
�C� D29B7+_ �+MN=J!7 !J* 	!2M 
��A �GM=B+!J D2J07+ �+N=7GF2=J A=!M* 
���C DGB+MJ2N=MM �+J2+O !J* �J!7G!F2=J �M=(+NN 
��� D=(2!77M �+NB=JN2G7+ �JJ+NF9+JF 
��� D20J2I2(!JF �2N6 �M!JNI+M 
��� D2J07+ DGB+MJ2N=MM B+(Í!J2N9S �Í+ NMNF+9 =I G!J62J0 NGB+MJ2N2=J 2J �GM=B+S �F 2N (=9B=N+* =I FÍ+ 

�ÁA !J* FÍ+ (=9B+F+JF NGB+MJ2N=MM !GFÍ=M2F2+N =I FÍ+ B!MF2(2B!F2J0 �� (=GJFM2+N 
���� D(2+J(+_ �+(ÍJ=7=0M_ �J02J++M2J0_ B!FÍ+9!F2(N 
�jB �+(ÍJ=7=0M a �B+M!F2=JN 
�Á�� �!N6 	=M(+ =J Á729!F+mM+7!F+* 	2J!J(2!7 �2N(7=NGM+N 
���Á �Í+ �=F!7 �=NNm�GN=MG2J0 Á!B!(2FM M+CG2M+9+JF OÍ2(Í 2N M+CG2M+* F= G+ 9+F GJ*+M FÍ+ Á�� � B!(6!0+ 
����B �!M0+F+* �=J0+Mm�+M9 �+I2J!J(2J0 �B+M!F2=JN 
���� �!N6I=M(+ =J C!FGM+mM+7!F+* 	2J!J(2!7 �2N(7=NGM+ 
�CD �=F!7 �!M9+JFN �=7G9+ 
��� �=F!7 DÍ!M+Í=7*+M �+FGMJ 
�
 �J2F+* �2J0*=9 
���C �� �J2F+* C!F2=JN �JJ2M=J9+JF!7 �M=0M!99+ 	2J!J(+ �J2F2!F2J+ 
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