
Applying IFRS

Disclosure of COVID-19 
impact on expected 
credit losses of banks
An analysis based on a sample of large UK 
and European banks at year-end 2020 

July 2021



1 July 2021 Applying IFRS: Disclosure of COVID-19 impact on expected credit losses of banks  

Contents 

1. Background ................................................................................ 4 

2. Overall expected credit losses (ECL) ............................................. 6 

What we expected ....................................................................... 6 

Disclosure of the impact of COVID-19 pandemic on the ECL of banks ........... 6 

Payment deferral schemes, guaranteed loans and other forms of customer 

support.................................................................................................... 6 

What we observed ....................................................................... 7 

Examples .................................................................................. 10 

Disclosure of the impact of COVID-19 pandemic on the ECL of banks ......... 10 

Extract 1: ABN AMRO, Annual report 2020, Impact of COVID-19 on overall 

ECL ....................................................................................................... 10 

Extract 2: Barclays PLC, Annual Report 2020 – Expected credit losses and 

impact of COVID-19 on selected sectors ................................................ 12 

Extract 3: BNP Paribas, Annual financial report 2020, Impact of COVID-19 

on selected sectors ............................................................................... 14 

Extract 4: HSBC Holdings Plc, Results presentation – Credit performance 

and Sectors affected by COVID-19 ......................................................... 15 

Extract 5: ING Group, Results presentation and Annual Report 2020 – 

Overall ECL and impact of COVID-19 on selected sectors ....................... 16 

Extract 6: NatWest Group, Annual Report and Accounts 2020 – Credit risk 

disclosures, impact of COVID-19 on ECL ................................................ 18 

Extract 7: Standard Chartered, Results presentation and Annual Report 

2020 – Impact of COVID-19 on vulnerable sectors and relief measures ... 21 

Extract 8: UBS Group AG, Annual report 2020, Impact of COVID-19 on 

overall ECL ............................................................................................ 22 

Payment holidays and customer support schemes .................................... 23 

Extract 9: Barclays PLC, Results presentation and Annual Report 2020 - 

Visualisations and narrative description of payment holidays and other 

support schemes ................................................................................... 23 

Extract 10: BNP Paribas, Universal registration document and annual 

financial report 2020 - Exposures subject to moratoria and government 

guarantee schemes ............................................................................... 26 

Extract 11: NatWest Group, Results presentation and Annual Report and 

Accounts 2020 – Customer support schemes ......................................... 28 

Extract 12: Société Générale, Annual Results 2020 – COVID-19 support 

measures .............................................................................................. 30 

Extract 13: UniCredit, Annual Results 2020 – Impact of moratoria.......... 31 

3. Economic scenarios .................................................................. 34 

What we expected ..................................................................... 34 



 July 2021 Applying IFRS: Disclosure of COVID-19 impact on expected credit losses of banks 2 

Multiple economic scenarios and economic forecasts ................................ 34 

Illustration of the key parameters ............................................................ 35 

What we observed ..................................................................... 35 

Examples .................................................................................. 37 

Extract 14: Barclays PLC, Annual Report 2020 – Description of key 

changes in the macroeconomic scenarios and disclosure of the weights of 

the scenarios and values of the key variables ......................................... 37 

Extract 15: BBVA, Annual Results 31 December 2020 - Macroeconomic 

scenarios, key inputs by country ............................................................ 40 

Extract 16: HSBC Holdings Plc, Annual Report and Accounts 2020 - 

Macroeconomic variables across the various scenarios and visualisation of 

GDP forecast as a key input to the macroeconomic scenarios, by country 42 

Extract 17: NatWest Group, Annual Report and Accounts 2020 - 

Comparison of key economic loss drivers under various scenarios YE’2020 

vs YE’2019 ........................................................................................... 44 

Extract 18: Société Générale, Consolidated Financial Statements 2020 – 

Macroeconomic scenarios: GDP forecast as a key input .......................... 47 

Extract 19: Standard Chartered, Annual Report 2020 - Visualisation of GDP 

forecast as a key input to the macroeconomic scenarios and quantitative 

information for key inputs, by country .................................................... 48 

4. Overlays and model adjustments................................................ 49 

What we expected ..................................................................... 49 

What we observed ..................................................................... 50 

Examples .................................................................................. 52 

Extract 20: Barclays PLC, Annual Report 2020 – Management adjustments 

to models for impairment ....................................................................... 52 

Extract 21: HSBC Holdings plc, Annual Report 2020, Management 

judgemental adjustments....................................................................... 53 

Extract 22: Lloyds Banking Group, Annual Results 2020 – Post-model 

adjustments .......................................................................................... 55 

Extract 23: Société Générale, Annual Results 2020, Management 

judgemental adjustments....................................................................... 57 

5. Sensitivity analysis .................................................................... 59 

What we expected ..................................................................... 59 

Multi-factor sensitivity analysis: effect of applying a 100% weighting on  a 

number of macroeconomic scenarios ...................................................... 59 

Single-factor sensitivity analysis – Effect of changing single inputs within a 

macroeconomic scenario ........................................................................ 60 

What we observed ..................................................................... 60 

Examples .................................................................................. 62 

Extract 24: ABN AMRO, Annual Results 2020 – ECL: macroeconomic 

scenarios and sensitivity analysis ........................................................... 62 



3 July 2021 Applying IFRS: Disclosure of COVID-19 impact on expected credit losses of banks 

Extract 25: Barclays PLC, Annual Report 2020 – ECL under 100% weighted 

scenarios .............................................................................................. 63 

Extract 26: NatWest Group, Annual report and accounts 2020 – 

Measurement uncertainty and ECL sensitivity analysis ........................... 65 

Extract 27: UBS Group AG, Annual report 2020, Consolidated financial 

statements, Sensitivity analysis ............................................................. 67 

6. Significant increase in credit risk (SICR) ..................................... 69 

What we expected ..................................................................... 69 

What we observed ..................................................................... 69 

Examples .................................................................................. 71 

Extract 28: ABN AMRO, Annual Report 2020 – Impact of COVID-19 on 

significant increase in credit risk and staging .......................................... 71 

Extract 29: Barclays PLC, Annual Report 2020 – Credit risk – Stage 2 

decomposition ....................................................................................... 73 

Extract 30: Lloyds Banking Group, Annual Results 2020 – Significant 

increase in credit risk............................................................................. 74 

Extract 31: NatWest Group, Annual Report and Accounts 2020 – Credit risk 

disclosures – Stage 2 decomposition ...................................................... 75 

Extract 32: UBS Group AG, Annual report 2020, Consolidated financial 

statements – Significant increase in credit risk ....................................... 76 

 

 



4 July 2021 Applying IFRS: Disclosure of COVID-19 impact on expected credit losses of banks 

1. Background 

The COVID-19 pandemic (‘COVID-19’ or ‘the pandemic’) has developed rapidly  

in 2020, with a significant impact on the world economy. Measures taken to 

contain it have affected economic activity, which, in turn, has implications for 

financial reporting. Many countries have imposed travel bans and lockdowns on 

millions of people and people in many locations remain subject to travel-related 

restrictions and quarantine measures. Businesses are dealing with lost revenue 

and disrupted supply chains. While most countries have eased the previously 

imposed lockdowns, the relaxation has been gradual and, in some cases, they 

have had to re-impose stricter measures to deal with renewed outbreaks. As  

a result of the disruption to businesses, millions of workers have lost their jobs 

and many businesses, especially those that involve close in-person contact, 

have been adversely affected. COVID-19 has also resulted in significant 

volatility in financial and commodities markets worldwide. Various governments 

have provided both financial and non-financial assistance to disrupted industry 

sectors and the affected businesses and other organisations. There remains 

significant divergence in the speed at which vaccines are being deployed 

globally. In addition, the emergence of new variants of the virus emphasise  

the on-going challenges and uncertainty surrounding economic activity, which 

continues to be significantly impacted by COVID-19. The timing and degree of 

recovery will depend on how quickly countries are able to roll out vaccines, the 

level of infections and the nature and level of continuing support to mitigate the 

impact of the pandemic particularly on vulnerable economic sectors. 

COVID-19 impacts many areas of accounting and reporting for all industries,  

as outlined in our Applying IFRS series on accounting considerations of the 

coronavirus pandemic.1 While the specific areas of judgement may not change, 

the impact of COVID‑19 resulted in the application of further judgement within 

those areas due to the evolving nature of the pandemic and the limited recent 

experience of the economic and financial impacts of such an event. Also, 

significant changes to estimates may need to be made in the measurement of 

entities’ assets and liabilities.  

In December 2020, we issued Applying IFRS: Disclosure of COVID-19 impact on 

expected credit losses for banks, which focused on our expectations regarding 

the impact of COVID-19 on the expected credit loss (ECL) disclosures provided 

by banks. This included examples of disclosures provided in the published 

interim financial statements of a sample of large UK and European banks for  

the half-year ended 30 June 2020, prepared in accordance with IAS 34 Interim 

Financial Reporting. In particular, we considered the disclosure requirements 

for credit risk included in IFRS 7 Financial Instruments: Disclosures.  

In this edition, we focus on our observations regarding the impact of COVID-19 

on the ECL disclosures provided by a sample of large UK and European banks in 

their annual financial statements prepared in accordance with IFRS for the year 

ended 31 December 2020, and how we expect these to evolve going forward. 

We have provided examples of disclosures presented in these financial 

statements and we have also included extracts from published results’ 

presentations and management commentary, when they set examples of 

 
1 ey.com/IFRS. 

This publication provides 

our observations on the 
impact of COVID-19 on the 

expected credit loss 
disclosures published by a 

sample of large UK and 
European banks in their 

IFRS financial statements 

at year-end 2020. 

https://www.ey.com/en_gl/ifrs-technical-resources/disclosure-of-covid-19-impact-on-expected-credit-losses-of-banks
https://www.ey.com/en_gl/ifrs-technical-resources/disclosure-of-covid-19-impact-on-expected-credit-losses-of-banks
https://www.ey.com/en_gl/ifrs-technical-resources
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disclosures which could be provided in the financial statements. The extracts 

are presented in each section in alphabetical order, by bank. 

The views expressed in this publication may evolve as practice develops. As  

the situation continues to evolve, new application issues will continue to arise 

and regulators in various jurisdictions may set expectations on how certain 

disclosures should be provided. The impact of COVID-19 will also depend on the 

underlying facts and circumstances specific to each entity, which means that, in 

seemingly similar situations, differences in presentation and disclosure may be 

appropriate. 

We believe that the examples in this publication provide clear and transparent 

disclosures in respect of the area they address. However, they are by no  

means an exhaustive list of all relevant disclosures provided by banks and their 

applicability depends on the facts and circumstances of each entity, including 

materiality. Our expectations are based on the requirements for credit risk 

disclosures under IFRS 7, but also consider any additional disclosures that we 

believe would provide useful information for users in the current economic 

environment. It must be stressed that even though not all of the comparative 

information presented by banks has been included in all extracts in this 

publication, as they were not necessary to illustrate the particular disclosure, 

comparatives for all material disclosures presented in the financial statements 

are required under IAS 1.38, as well as the accompanying comments regarding 

any material year-on-year changes.   

Extracts from financial statements presented in this publication are reproduced 

for illustrative purposes. They have not been subject to any review on their 

compliance with IFRS or any other requirements, such as local capital market 

rules. We also note that the extracts presented should be read in conjunction 

with the rest of the information provided in the full financial statements and 

management commentaries in order to fully understand their intended purpose. 

They are presented in isolation in this publication to illustrate items referred to 

in the text. 

This publication supplements our Applying IFRS series on accounting 

considerations of the coronavirus pandemic and should be read in conjunction 

with it. Please see ey.com/IFRS for our most recent IFRS COVID-19 

publications. 

  

https://www.ey.com/en_gl/ifrs-technical-resources
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2. Overall expected credit losses (ECL) 
What we expected 

Disclosure of the impact of COVID-19 pandemic on the ECL of banks 

For year-end December 2020, banks were especially expected to provide 

information regarding the movement in the ECL estimate compared to the last 

annual financial statements. Although many banks isolated the effects of 

COVID-19 in their interim reporting, the effect of the pandemic became more 

embedded in the estimation process throughout the year. We expected banks to 

emphasise how much the current circumstances affected the revision of 

macroeconomic assumptions, weights of the scenarios, significant increase in 

credit risk (‘SICR’) triggers and the different forms of adjustments or overlays 

added to reflect the specific effects of the crisis, including the impact of 

government support schemes and/or how specific sectors are expected to 

react. 

Banks are required under IFRS 7 to provide qualitative and quantitative 

disclosures of credit risk. It was, therefore, expected that the effect of current 

circumstances would be reflected and commented through the following 

disclosures: 

• The quantitative reconciliation (preferably in a tabular format) of the ECL 

provision during the year, including movements across stages 

• The reconciliation of the total gross carrying amount to help enable users of 

financial statements to understand the changes in the loss allowance  

• The breakdown of the overall gross carrying amount and associated ECL 

provision as of the end of the period by stage, segment of customer and 

product 

• A separate disclosure of the impact of material overlays on the ECL 

estimate (refer to Section 4 ‘Overlays and post-model adjustments’) 

• An explanation of the key judgements applied in estimating the ECL 

provision for the period  

• An explanation of how the assessment of whether there has been a 

significant increase in credit risk (SICR) has been made (e.g., based on 

additional information collected, when available, or assessed on a portfolio 

basis or via an overlay and including the effect of government support)  

• Information on large single name exposures that have moved to stage 3 or 

have been written off, if material. This could include the sector and size of 

each individual exposure 

Given the unusual features of this economic crisis and their idiosyncratic effects 

on specific sectors and categories of borrowers, increased granularity in these 

disclosures was expected, either directly in the tables or through additional 

comments provided to supplement the usual tables.    

Payment deferral schemes, guaranteed loans and other forms of customer 

support 

Banks were encouraged, recommended, or required by governments and 

regulators in many jurisdictions to provide various forms of payment deferral 

schemes and other forms of customer support (e.g., by reducing or waiving 

interest and/or fees on certain facilities) or to offer new loans to customers 

Banks have embedded the 
impact of the pandemic 

into their estimation 
processes – either by 

amending their modelled 
ECL or by applying post-

model adjustments and 
management overlays - 

and incorporated the 
relevant information in 

their disclosures regarding  

the movement in the ECL.  
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under different types of government-backed schemes. Further forms of relief 

and support programmes were offered by banks on a voluntary basis. 

Banks were expected to provide disclosures in respect of the key characteristics 

of such programmes where relevant, including (but not limited to) the following: 

• A description of the key terms of the programme, such as whether it is an 

interest payment holiday or another form of financial support, e.g., a loan 

provided with the support of a government guarantee or a low-interest (or 

interest-free) loan and other similar facilities 

• In order to show the magnitude and impact of these programmes: 

• The total gross carrying amount of the related exposures and 

corresponding ECL by stage 

• Whether it is a mandatory scheme or a voluntary initiative of the bank, 

and if the scheme is considered to be in the scope  

of regulatory guidelines on moratoria granted in response to COVID-19  

• Geographical and sectoral distribution of exposures  

• The accounting impact of such measures, including possible changes in 
accounting policies and accounting estimates. 

What we observed 

Overall, the level of disclosures provided by large banking groups in their annual 

financial statements for 2020 was in line with our expectations. Banks provided 

increased disclosures for the main areas of focus and the impact on ECL as a 

result of the pandemic, using different approaches to provide the relevant 

disclosures (e.g., graphs, tables, narrative). 

Banks have provided a significant amount of information in their quantitative 

and qualitative credit risk disclosures. They have embedded the impact of the 

pandemic into their estimation processes – either by amending their modelled 

ECL or by applying post-model adjustments and management overlays - and 

incorporated the relevant information in their disclosures regarding the 

movement in the ECL. 

We have seen an increase, or improvement, in the disclosures provided in the 

following areas: 

• ECL charge and Cost of risk2 – in particular, in relation to Stages 1 and 2 

which have become more prominent 

• Analyses by sector including those most vulnerable to the impact of  

COVID-19 

• Forward looking scenarios – description of scenarios, weights and how 

banks have incorporated the impact of support measures – refer to Section 

3 ‘Economic scenarios’ 

• Sensitivity analyses – refer to Section 5 ‘Sensitivity analysis’ 

Banks have significantly expanded the description of their estimation processes 

including risk assessment and staging, post-model adjustments and overlays 

including the governance policies put in place to monitor these changes – refer 

to Section 4 ‘Overlays and post-model adjustments’. 

Banks have also provided disclosures in respect of the key characteristics of  

the various customer relief and support programmes they operated during the 

 
2 Cost of risk refers to the ECL charge (annual or annualised) expressed as a percentage of the total 
loan book. 
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year. However, these are gradually winding down and the relevant disclosures 

are, therefore, less granular or prominent in the annual financial statements (as 

well as in presentations to investors and analysts) as compared to those 

presented in interim financial statements during 2020. We note that some 

European banks used the regulatory tables required by the European Banking 

Authority (EBA) in their financial statements to explain the impact of these 

measures on their ECL estimates. 

 

How we see it 
Going forward, we would expect banks to maintain focus on the following 

areas in their ECL disclosures: 

• Longer-term impact of the pandemic - this will manifest itself in different 

ways as some countries or banks will be affected more or less than others. 

The vulnerable sectors disclosures will continue to be useful (and how 

they may evolve over time) as well as any other changes in the banks’ 

approach to support customers (as noted above) to address the needs of 

businesses and individuals emerging after the restrictions are lifted and 

the relief schemes are phased out. 

• Provided the economic outlook remains positive, most of the customer 

support schemes are expected to wind down gradually. However, we 

would expect banks to continue to provide information in order to explain 

the development in the various portfolios primarily affected by them, as 

they are a key driver to understand the potential default suppression 

effect these measures may have had on the actual COVID-19 related 

losses. 

• Where banks have become parties to longer-term arrangements to 

provide or receive funding relating to such schemes, they should continue 

to provide the relevant disclosures in their financial statements at the 

level of detail that corresponds to their significance. 

The granularity of disclosures presented in respect of gross carrying amounts 

and the ECL allowance, as well as the reconciliations of the ECL allowance was 

generally the same as that presented in the prior year. 

Overall, comparability and consistency remain a challenge. Whilst there is 

sufficient information in the financial statements to allow a comparison of cost 

of risk and coverage3 ratios by stage across banks for their total book of loans 

to customers, this does not necessarily provide an appropriate basis for 

comparison without additional information in respect of the business models, 

markets and product mix of each bank. For example, well collateralised loans, 

like mortgages, attract less provisions by design. Furthermore, their sensitivity 

to the economic environment will vary depending, for example, on loans to 

value, local guarantee schemes and other forms of government unemployment 

support programmes. In contrast, unsecured lending, like credit cards is a 

riskier product which attracts more provisioning and it will also be more 

sensitive to the economic environment. Therefore, a bank with a significant 

credit card portfolio would generally show very different trends compared  

to a bank that mainly provides mortgages. In addition, country or market is 

another dimension that drives very different levels of cost of risk. Banks with  

a significant footprint outside their local markets, therefore, need to provide  

the relevant disclosures split on a geographical basis for their most significant 

markets to allow meaningful comparisons. 
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How we see it 
Whilst we consider the trend to provide more transparent information a 

positive step, we note a recurring theme of consistency and comparability. 

This emerges especially as a result of the fact that, while the disclosures 

have to satisfy the relevant reporting requirements, they do not need to 

conform to specific granular presentation formats. More importantly,  

there is high degree of judgement involved in the determination of  

the assumptions and segmentation that management considers most 

appropriate for each bank, which inevitably results in diversity in practice. 

Another contributing factor relates to local requirements, for example. 

banks in specific jurisdictions may have to comply with local presentation 

and disclosure requirements in addition to those in IFRS. 

One way to assess the reasonableness of judgements and estimates made 

by banks, particularly in the current environment of significant uncertainty, 

is by comparing and benchmarking key indicators against a peer group, such 

as, for example, cost of risk, coverage ratio3 and the proportion of Stage 2 

exposures in relation to the total portfolio. This is very difficult to achieve 

when the necessary information needed is constructed using different 

analyses, groupings and classifications. 

One way to promote comparability might be for banks to consider ways of 

providing the key information noted below, using a uniform product 

classification system: 

• The allocation of exposures and related ECL allowance by stage 

• The ECL charge for the period, also split by stage 

• The reconciliation of opening and closing balance, by stage, for gross 

exposures and related ECL allowance respectively  

For example, a uniform product classification system could leverage 

standardised disclosures prepared for regulatory purposes. Another 

example of a useful split could include the following (to be presented 

separately for each material market): 

• Mortgages 

• Credit cards or other forms of unsecured retail lending  

• Wholesale, with a distinction between big corporates and smaller 

businesses, like SMEs, given size is a critical factor which would allow 

more relevant comparisons. Sectors is also a key dimension, especially in 

the current circumstances  

• Finally, any other specific product, if material (such as car financing or 

highly-collateralised loans) would need to be specifically identified and 

disclosed rather than included under an “Others” category   

 
3 Coverage ratio refers to the total ECL allowance as a percentage of the total loan book.  
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Examples 

Disclosure of the impact of COVID-19 pandemic on the ECL of banks 

In its 2020 annual report, ABN AMRO provided a disclosure by product, gross 

carrying amount and ECL  allowance by stage, coverage ratios and stage ratios 

including comparatives in one table followed by explanatory commentary 

including the impact of COVID-19 on its ECL allowance. 

Extract 14: ABN AMRO, Annual report 2020, Impact of 

COVID-19 on overall ECL 
The Netherlands 

 

 

 
4 ABN AMRO Annual Report 2020, Risk, Funding and Capital, Credit Risk, pages 110-111. 
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g  
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Barclays PLC (“Barclays”) provided disclosures in its 2020 annual report, of 

its loans and advances at amortised cost by stage by product, including 

coverage ratios by stage. It also presented a reconciliation of the ECL 

movement to impairment charge/release for the period. This is followed by 

another extract of disclosures in respect of selected sectors most impacted 

by COVID-19, in which Barclays presented gross exposure and impairment 

allowance by stage, including a percentage of total wholesale exposures. 

Extract 25: Barclays PLC, Annual Report 2020 – 

Expected credit losses and impact of COVID-19 on 

selected sectors 
United Kingdom 

Overall ECL disclosures6 

 

 

Impact of COVID-19 on selected sectors 

 

 
5 Barclays PLC, Annual Report 2020, Risk Management, Credit Risk, pages 173-174 and 176. 
6 The bank presented comparatives for 2019 which have not been included in this illustrative 
extract. 
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In its 2020 annual financial report, BNP Paribas provided disclosures in 

respect of the impact of COVID-19 on selected sectors, including the 

percentage of the Group’s gross balance sheet and off-balance sheet 

commitments per sector and stage 3 provisions as at 31 December 2020. 

Extract 37: BNP Paribas, Annual financial report 2020, 

Impact of COVID-19 on selected sectors 
France 

 

  

 
7 BNP Paribas, 2020 Universal registration document and annual financial report, Risks and Capital 

adequacy – Pillar 3, Credit risk, page 360. 
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HSBC Holdings Plc (“HSBC”) provided a graphical evolution of its ECL charge 

trend by quarter and provided a comparative analysis by geography and by 

stage for personal and wholesale loans in its 2020 results presentation to 

analysts. HSBC has further provided a snapshot of sectors particularly affected 

by COVID-19 by sector, geography and internal rating band. 

Extract 48: HSBC Holdings Plc, Results presentation – 

Credit performance and Sectors affected by COVID-19 
United Kingdom 

 

 
 

  

 
8 HSBC Holdings plc, 4Q20 Results, Presentation to investors and analysts, pages 12 and 74. 
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In its 2020 full results presentation, ING Group (“ING”) presented graphics of 

the quarterly evolution of its ECL allowance by stage and a similar evolution 

analysis of its cost of risk by business line, as well as its Stage 2 and Stage 3 

ECL allowance evolution by product. 

In its annual report for 2020, ING presented additional information in respect of 

the impact of COVID-19 on the overall ECL allowance and the impact on specific 

sectors respectively. 

Extract 5: ING Group, Results presentation and Annual 

Report 2020 – Overall ECL and impact of COVID-19 on 

selected sectors 
The Netherlands 

Results presentation9 - Overall ECL 

 

 

  

 
9 ING Group, Full results 2020 presentation, pages 19 and 29. 
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Annual report10 – Overall ECL and impact of COVID-19 on selected sectors 

 

 

 

 

 

 

 

 
10 ING Group, Annual Report 2020, Risk Management, Credit Risk, pages 108-109 and 134-136.  
The bank presented comparatives for 2019 which have not been included in this illustrative extract. 
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In its 2020 annual report, NatWest Group plc (“NatWest”) provided disclosures 

of the gross loans and ECL by segment and stage including coverage, ECL 

charge and annualised loss rates (cost of risk), with explanatory notes including 

the impact of COVID-19 on the overall ECL allowance. NatWest also provided 

disclosures showing gross loans and ECL allowance by days past due, by 

segment and stage (amounts and coverage ratios) and commentary on the 

impact of COVID-19-related customer support measures. 

Disclosures are provided for key wholesale sectors that continue to be affected 

by COVID-19. For the purposes of this disclosure, exposures include FVOCI and 

off-balance sheet amounts. 

Extract 611: NatWest Group, Annual Report and 

Accounts 2020 – Credit risk disclosures, impact of 

COVID-19 on ECL 
United Kingdom 

Overall ECL disclosures12 

 

 

 

 
11 NatWest Group plc, Annual Report and Accounts 2020, Capital and risk management: Credit risk -
Banking activities, pages 181-182 and 184-185 and 190. 
12 The bank presented comparatives for 2019 which have not been included in this illustrative 
extract. 
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Impact of COVID-19 on selected sectors 
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In its 2020 results presentation, Standard Chartered presented graphics 

showing the impact of loans and advances in vulnerable sectors by stage, as 

well as the impact of relief measures, showing the evolution for the fourth 

quarter of 2020, by region. 

In its 2020 annual report, Standard Chartered provided a number of tables and 

qualitative information in respect of vulnerable sectors showing maximum on 

and off-balance sheet exposures and analysis of exposures and ECL analysis by 

sector by stage. 

Extract 7: Standard Chartered, Results presentation and 

Annual Report 2020 – Impact of COVID-19 on vulnerable 

sectors and relief measures 
United Kingdom 

Results presentation13 – Vulnerable sectors and COVID-19 relief measures 

 

Annual report14 – Vulnerable sector tables 

 

  

 
13 Standard Chartered, FY’20 and 4Q’20 Results and investor update 25 February 2021, pages 
36-37. 
14 Standard Chartered Annual Report 2020, Risk review, Risk profile, pages 220 – 221. The 
bank presented comparatives for 2019 which have not been included in this illustrative extract.  
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In its 2020 consolidated financial statements, UBS Group AG (“UBS”) 

provided granular disclosures of gross carrying amounts and ECL allowance 

by stage and by product, as well as coverage ratios for the same product 

analysis followed by explanatory comments including the impact of COVID-19 

on its coverage ratios. 

Extract 815: UBS Group AG, Annual report 2020, Impact 

of COVID-19 on overall ECL 
Switzerland 

 

 

 
15 UBS Group AG, Annual Report 2020, Consolidated financial statements, Note 9, pages 316 and 
318. The bank presented comparatives for 2019 which have not been included in this illustrative 
extract. 
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Payment holidays and customer support schemes 

In its 2020 results presentation, Barclays plc provided visualisations of the 

impact of payment holidays and other relief measures by product and segment 

as well as by type of scheme. 

In its 2020 annual report, Barclays provided disclosures in respect of the impact 

of payment holidays and other relief measures in the narrative accompanying 

the tabular disclosures for home loans and credit cards, unsecured loans and 

other retail lending principle portfolios. 

Extract 9: Barclays PLC, Results presentation and 

Annual Report 2020 - Visualisations and narrative 

description of payment holidays and other support 

schemes 

United Kingdom 

Results presentation16 – Visualisations of payment holidays across portfolios  

 

 
 

16 Barclays PLC, FY 2020 Results presentation, 18 February 2021, pages 3, 30-31. 
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 Annual report17 – Impact of payment holidays on home loans, credit cards, 
unsecured loans and other retail lending 

 

 
17 Barclays PLC, Annual Report 2020, Risk Review, Credit Risk, pages 196-197. 
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In its 2020 annual report, BNP Paribas provided disclosures in relation to 

exposures subject to moratoria and government guarantee schemes, 

including but not limited to information in respect of new loans, loans subject 

to forbearance measures, expired and outstanding numbers and exposures. 

Extract 1018: BNP Paribas, Universal registration 

document and annual financial report 2020 - Exposures 

subject to moratoria and government guarantee 

schemes 

France 

 

 

 

 
18 BNP Paribas, 2020 Universal registration document and annual financial report, Risks and Capital 
Adequacy Pillar 3, pages 397-400. Tables 51 and 52 extend over two pages in the original 
publication and have been presented in two parts for the purposes of this extract to make them 
readable.  
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In its 2020 results presentation, NatWest provided a snapshot of the impact of 

payment holidays and various other support schemes, and quarterly evolution 

of their impact by segment. 

NatWest provided granular disclosures by wholesale sector in its 2020 annual 

report in respect of payment holidays and other support schemes. 

Extract 11: NatWest Group, Results presentation and 

Annual Report and Accounts 2020 – Customer support 

schemes 
United Kingdom 

Results presentation19 – Visualisations of customer support programmes  

 
Annual report20 – Customer support schemes  

 

 
19 NatWest Group plc, Results presentation 2020, page 6. 
20 NatWest Group plc, Annual Report 2020, Risk and capital management: Credit risk, pages 177 

and 193. 
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In its 2020 annual report, Société Générale Group provided a description of 

the impact of COVID-19 support measures, including a description of the 

various schemes, outstanding exposures at year end and impact on SICR. 

Extract 1221: Société Générale, Annual Results 2020 – 

COVID-19 support measures 
France 

 

 

  

 
21 Société Générale Group, 31.12.2020 Consolidated Financial Statements, Notes to the 
Consolidated financial Statements, Note 1 Significant accounting principles, 5. COVID–19, pages 15-
16. 
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In its 2020 results presentation, UniCredit SpA (“UniCredit”) provided 

visualisations of the impact of moratoria on individuals and enterprises by 

country/geographical area, showing outstanding and expired moratoria  

volume in billions of euros as well as outstanding moratoria as a percentage  

to the total loan portfolio and the rating distribution in each case. A further 

visualisation is provided for moratoria expiration dates and volumes  

specifically for Italy and CEE and finally one for state guaranteed loans by 

country/geographical area and their overall impact on UniCredit’s total loan 

portfolio. 

In its 2020 annual report and accounts, UniCredit provided a description of the 

effects of COVID-19 related moratoria and presented a table showing the gross 

exposure, ECL allowance and net exposure by grade.   

Extract 13: UniCredit, Annual Results 2020 – Impact of 

moratoria 
Italy 

Results presentation22 – Visualisations of moratoria impact 

 

 

 
22 UniCredit SpA, 4Q20 and FY20 Results, pages 49-51. 
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Annual financial report23 - Description of the effects arising from COVID-19: 
moratoria 

 

 

 
23 UniCredit SpA, Annual Report and Accounts 2020, Consolidated Financial Statements - Part E – 

Information on risks and hedging policies, pages 278 and 298. 
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3. Economic scenarios 
What we expected 

Given the timing of the emergence of the COVID-19 pandemic, the economic 

assumptions applied and disclosed by banks as of 31 December 2019 in respect 

of forward-looking information have been adjusted significantly in their 2020 

annual financial statements, to reflect the development of the pandemic. This 

has been done by amending the existing scenarios and, in some cases, by 

increasing or reducing the number of scenarios as well as changing the weights 

assigned to each scenario.  

This section sets out expectations of the disclosures that we consider should be 

provided where relevant, to inform users of the financial statements of the key 

changes to macroeconomic assumptions and the related economic scenarios 

which affect the ECL estimate. It also provides extracts of the disclosures made 

by banks in their annual financial statements in this respect, for illustration 

purposes.  

Multiple economic scenarios and economic forecasts  

Paragraph 125 of IAS 1 Presentation of Financial Statements requires entities 

to disclose information about the assumptions made about the future, and 

other major sources of estimation uncertainty at the end of the reporting 

period, that have a significant risk of resulting in a material adjustment to  

the carrying amounts of assets and liabilities within the financial year. Given  

the significant changes in the macroeconomic situation due to COVID-19, we 

considered it particularly important that banks provide the following qualitative 

and quantitative disclosures, where relevant: 

• Any significant changes to the economic outlook and the value of the key 

macroeconomic assumptions used in the estimate of ECL since the last 

annual reporting period and the reason for these changes 

• If there has been a change in the number of scenarios and/or weights 

assigned to individual scenarios since the last annual reporting period, how 

these alternative economic scenarios have been selected and the weights 

assigned 

• Any changes in the assumptions made in relation to the forecast period 

used for scenario modelling 

Further examples of additional disclosures banks could have considered 

providing where relevant included the following: 

• An explanation of whether and why correlations and key economic drivers 

in the model are still valid and whether any adjustments to these have been 

made 

• A narrative description of the facts and circumstances that underpin the 

economic scenarios. These could include, for example: considerations 

around medical developments and the evolution of the pandemic; 

expectations around magnitude and length of restrictions imposed by 

government; the impact of any government support programmes and 

consumer and corporate responses; etc. 

• If there are material differences in the assumptions used for the multiple 

economic scenarios compared to any regulatory expectations, an 

explanation of the reasons for those differences 

For 2020, banks have 
significantly adjusted 

the economic assumptions 
applied and disclosed in 

2019 in respect of forward-

looking information.  

Going forward, we expect 
further changes to the 

number and definition of 
scenarios, as the impact 

of the pandemic becomes 
less pronounced and 

banks continue to 
reconsider and redefine 

their macroeconomic 

scenarios.  
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• How material non-linear relationships between economic factors and credit 

losses are reflected in the estimate 

• Where relevant, how the bank applies forecast scenarios differently to 

specific portfolios with idiosyncratic features and specific sectors (e.g., 

those more directly and materially affected by the coronavirus pandemic, 

such as the travel, hospitality and leisure sectors) 

• The governance in place to support the ECL estimation process 

Illustration of the key parameters  

To help users of financial statements better understand the trend of the key 

macroeconomic inputs over the forecast period and allow a visualisation in  

a concise and effective way, banks may consider using a graph to show how the 

inputs are expected to change for each of the years in the forecast period, in 

line with the recommendation issued by the Disclosures about Expected Credit 

Losses (DECL) Taskforce24 on this subject.  

Banks might have considered providing a graph for only one macroeconomic 

assumption, such as GDP, to illustrate the overall shape of the scenario. To  

the extent that other macroeconomic assumptions are expected to behave 

differently and not follow the overall shape, it might be helpful to provide 

additional graphs for material parameters. 

Banks with a diversified global presence should consider providing the 

disclosures for each significant geographical region.  

What we observed 

For the purposes of their annual financial statements for 2020, banks have 

significantly adjusted the economic assumptions applied and disclosed in 2019 

in respect of forward-looking information, to reflect the development of the 

pandemic.  

Banks generally provided the disclosures that were expected in their annual 

financial statements for 2020 and presented extensive information – both 

quantitative and qualitative – to explain the changes they made in their models, 

assumptions, forecasts and scenarios along the lines of the expectations  

noted above. In addition to the disclosures provided in their audited financial 

statements, banks provided additional analysis and information regarding the 

development of these changes and their impact on a quarterly basis in the other 

sections of their annual reports and in the presentations to investors and 

analysts. We have provided several examples for illustration purposes in this 

respect. 

We noted diversity in practise in relation to the number of scenarios used, the 

weights assigned to them and method of presentation employed by each bank. 

A number of banks used graphs as well as tabular and narrative information 

while others provided tabular and narrative disclosures of varying degrees of 

granularity. The diversity is more pronounced in the relevant sensitivity 

disclosures (refer to Section 5 below). 

 
24 Taskforce on Disclosures about Expected Credit Losses report on ‘Recommendations on a 

comprehensive set of IFRS 9 Expected Credit Loss Disclosures’, December 2019. 
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How we see it 
While banks have provided a wealth of information about their economic 

scenarios and related assumptions, the basis of presentation is not always 

immediately comparable, which can be a challenge at times. For example, 

some of the banks whose annual reports we reviewed provided averages of 

the macroeconomic inputs, such as GDP growth, on an annualised basis, 

quarterly averages, 5—year averages or the peaks and troughs values over 

the forecast period.  

In addition, it is necessary to take into account the effect of weighting of  

the scenarios, which can change the impact of the economic assumptions 

substantially. A user would need to combine the two elements (weightings 

and macroeconomic inputs) to have a full picture. For example, two banks 

may have assumed similar scenarios, but the effect of weighting might be 

such that the impact on ECL of those scenarios is substantially different and, 

equally, they could have different assumptions on the scenarios, but the 

weighting applied might be such that the ultimate effect on ECL ends up 

being almost the same. It is, therefore, important for banks to provide 

comprehensive disclosures regarding weightings as well as disclosures 

around key macroeconomic inputs, especially given the changes compared 

to prior years observed in 2020 due to the impact of COVID-19. While the 

combined information was generally available, it remains difficult to assess 

the combined impact when sensitivity analysis is not provided in relation to 

each scenario. 

Going forward, we would expect to see: 

• Further changes to the number and definition of scenarios – as the impact 

of the pandemic becomes less pronounced, banks would continue to 

reconsider and redefine their macroeconomic scenarios to reflect this, 

continuing the trend of doing so in 2020 compared to 2019. It is 

important for banks to disclose inputs and other variables for each of the 

years in the forecast period rather that providing averages for the whole 

forecast period. Analysts may need more granular information. However, 

this could be provided outside the financial statements, for example, in 

the data packs that accompany the quarterly releases. Given the inherent 

volatility in the inputs, information should be available for each period to 

provide users with a better basis for understanding the bank’s outlook. 

• Significant judgement will continue to be required given the high level of 

uncertainty involved. 

• Extensive quantitative and qualitative disclosures like those provided in 

their 2020 annual financial statements should continue to be provided to 

explain the evolution of scenarios, assumptions and impact on ECL, albeit 

that comparability is likely to remain an issue in this respect. 
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Examples 
In its 2020 annual report, Barclays PLC presented information (narrative, 

tabular and graphical) for each of its macroeconomic scenarios and the key 

input values for each of the forecast periods, by main country of operations. 

Extract 1425: Barclays PLC, Annual Report 2020 – 

Description of key changes in the macroeconomic 

scenarios and disclosure of the weights of the scenarios 

and values of the key variables 

United Kingdom 

 

 

  
25 Barclays PLC, Annual Report 2020, Risk Management, Credit Risk, pages 181-182 and 185-186. 

The bank has presented tabular disclosures for all scenarios similar to those presented for the 
baseline scenario in this extract, which can be found on pages 183-184 in its annual report, in 

respect of the average macroeconomic variables used in the calculation of ECL which have not 

been included in this illustrative extract. 
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In its 2020 annual report, BBVA provided disclosures in respect of key inputs 

to its macroeconomic scenarios – GDP, unemployment, HPI - by country for 

each scenario. 

Extract 1526: BBVA, Annual Results 31 December 2020 

- Macroeconomic scenarios, key inputs by country 
Spain 

 

 

 
26 BBVA, Annual Report 2020, Consolidated Financial Statements and Auditors’ report, Note 7.2.1 

Measurement of expected credit loss (ECL), Macroeconomic scenarios as a result of the COVID-19 

pandemic, pages 58-59. 
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In its 2020 annual report, HSBC Holdings Plc provided disclosures (narrative, 

tabular and graphical) in respect of its economic scenarios, key input values 

by forecast period and evolution compared to the prior year by main country 

of operations. 

Extract 1627: HSBC Holdings Plc, Annual Report and 

Accounts 2020 - Macroeconomic variables across the 

various scenarios and visualisation of GDP forecast as a 

key input to the macroeconomic scenarios, by country 

United Kingdom 

 

 
27 HSBC Holdings plc, Annual Report and Accounts 2020, Risk: Credit risk, pages 127 - 129. 
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In its 2020 annual report, NatWest Group provided disclosures (narrative, 

tabular and graphical) in respect of its economic scenarios, key input values 

by forecast period and evolution compared to the prior year by main country 

of operations. 

Extract 1728: NatWest Group, Annual Report and 

Accounts 2020 - Comparison of key economic loss 

drivers under various scenarios YE’2020 vs YE’2019 
United Kingdom 

 

 
28 NatWest Group plc, Annual Report and Accounts 2020, Capital and risk management: Credit risk - 

Economic loss drivers, pages 173 – 176. 
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In its 2020 consolidated financial statements, Société Générale Group 

provided a description of its macroeconomic scenarios, a graphical 

illustration of its GDP forecast for the relevant periods and the weightings 

used for the current and comparative periods. 

Extract 1829: Société Générale, Consolidated Financial 

Statements 2020 – Macroeconomic scenarios: GDP 

forecast as a key input 
France 

 

 
 

 
29 Société Générale Group, Consolidated Financial Statements 31.12.2020, Note 1 – Significant 
Accounting Principles, Section 5: COVID-19, pages 13 and 15. 
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In its 2020 annual report, Standard Chartered provided graphical 

illustrations and tabular disclosures in respect of key inputs to its 

macroeconomic scenarios – GDP, unemployment, HPI - by main country of 

operations. 

Extract 1930: Standard Chartered, Annual Report 2020 - 

Visualisation of GDP forecast as a key input to the 

macroeconomic scenarios and quantitative information 

for key inputs, by country 

United Kingdom 

 

 
 

 
30 Standard Chartered PLC, Annual Report 2020, Risk review, Risk profile, IFRS 9 methodology 
(audited) Results Presentation, 30 July 2020, pages 226-227. 
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4. Overlays and model adjustments 
What we expected 

Given the degree of uncertainty surrounding the economic impact of COVID-19 

and the lack of reliable data to model the impact on the banking book, as well  

as the operational and timing challenges in incorporating the latest available 

macroeconomic inputs into the ECL models, it was expected that banks would 

include overlays and model adjustments in their ECL provision.  

Model adjustments could be ‘in-model’ adjustments, for example the addition  

of a value check for a specific parameter within a model to reflect expert 

judgement on a maximum / minimum possible value or ‘post-model’ 

adjustments, for example adjustments to the modelled ECL to reflect the impact 

of customer support schemes that were not fully incorporated within the 

relevant models. 

To promote consistency and enable comparability of the ECL estimate in those 

instances, we would have expected banks to provide additional quantitative and 

qualitative disclosures. 

The disclosures banks should have considered presenting included the 

following, where relevant: 

• An explanation of the nature of the adjustments and how these were 

calculated for each material overlay and ‘in’ or ‘post’ model adjustment 

• The reasons for the adjustment, specifically what risks it addresses, 

including whether it was made to incorporate scenarios that could not  

be modelled without undue cost or effort (for example, to incorporate  

the impact of certain forms of government support or to include the most 

recent macroeconomic information available), to address model limitations 

(for example, the fact that the model results were based on outdated 

correlations or assumptions), adjust the expected increase in delinquency 

currently concealed by moratoria or reflect increased sectorial 

idiosyncrasies 

• Quantitative analysis, including, as a minimum, the absolute size of  

the adjustment, the overall effect on the ECL estimate resulting from  

it, especially if materially changed compared to the last year-end. 

Alternatively, the impact could be disclosed as a percentage of the  

overall ECL 

Further examples of additional disclosures banks could have considered 

providing where relevant included the following: 

• The impact of the adjustment on staging 

• What governance has been in place  

• What specific customer segment, product type and geographical region the 

adjustment covers, including a breakdown of the ECL for each asset class, 

geographical and/or operating segment 

• Whether the adjustment relates to a specific impairment stage 

• Movements in the adjustments compared to the previous financial year 

should be explained 

A number of banks have 
provided additional 

quantitative and qualitative 
disclosures in respect of 

overlays and post-model 
adjustments in their ECL 

provision. However, there 
was diversity in practise in 

relation to the granularity 
of the disclosure as well  

as the accompanying 
narrative and supporting 

analysis.  
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What we observed 

As expected, overlays and model adjustments gained in prominence in 2020 

given the unprecedented circumstances experienced. The main reasons can be 

summarised, as follows: 

• Model deficiencies: models were operating outside the boundaries of the 

data used to calibrate them, for example, a number of banks referred to 

models providing unrealistically high default rates. Consequently, banks  

had to book very significant adjustments in order to estimate the losses 

expected in this crisis. 

• The historical correlation between GDP and other key economic variables 

and future losses was built without considering the effect of government 

and similar support measures. As such, adjustments were needed for this 

effect and there was significant diversity in practice. Loans are expected  

to perform better, thanks to support measures. At the same time, support 

measures may have a delaying effect on default, which could lead to a wave 

of defaults when they are withdrawn. As a result, banks have to strike a 

difficult balance between these two effects. 

• Finally, sector idiosyncrasies were amplified by the crisis and adjustments 

were applied in order to have an appropriate differentiation in the severity 

of projected default rates for different industry sectors. 

A number of banks have provided additional quantitative and qualitative 

disclosures in respect of overlays and post-model adjustments in their ECL 

provision, which ranged from detailed information, including the impact on 

different portfolios, to narrative only. We note further diversity in relation to 

the accompanying narrative explanations and supporting analysis. 

We further observed that most banks provided disclosures in respect of ‘post-

model’ adjustments while almost no disclosures were provided for ‘in-model’ 

adjustments, which is an area for which we would expect to see more 

information provided in the future.  

Based on disclosures provided, the total of the post-model adjustments and 

management overlays, both in absolute terms and in terms of their proportion 

to the total of Stage 1 and Stage 2 ECL allowance, was significant. 

We note that some banks have not used overlays, but have, instead, adapted 

the macroeconomic parameters of their models in order to reflect the medium-

term impacts on the macroeconomic environment and thus minimise excessive 

short-term volatility. A more limited use of overlays may also reflect a higher 

level of expert judgement in the risk assessment of borrowers and other 

components of the IFRS 9 designed implementation. 

 

How we see it 
As noted above, a number of banks provided quantitative and qualitative 

information in respect of post-model adjustments and management overlays 

while others merely mentioned that total ECL included these elements 

without providing further analysis.  

Disclosures provided were rather diverse with some banks breaking down 

these elements into the segments / portfolios / products they related to, 

while others referred to them without providing a numerical analysis or 

merely providing a total.  
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As noted in Section 5 Sensitivity analysis below, banks did not use a 

consistent approach as to how these adjustments were treated in the 

sensitivity analysis disclosures provided. 

Going forward, given the significant size of the model adjustments and 

management overlays, we would still expect increased transparency  

and granularity in the relevant disclosures. Such disclosures should be 

sufficiently detailed and clear for the users of the financial statements to 

understand. 

Examples of disclosures that banks could consider providing (or maintaining) 

going forward include, but are not limited to, the following: 

• Rationale for the overlay and model adjustments, estimation approach 

(specific assumptions and judgements used), and current impact  

• Allocation by product, business segment and type of overlay (model 

adjustments due to models working outside historical observations, 

uncertainty overlays, sector related overlays, etc.), highlighting possible 

offsetting effects between different types of overlays (for example, 

between an overlay applied for potential default suppression due  

to government support schemes and an overlay applied to adjust 

probabilities of default (PDs) when models were working outside historical 

observations) 

• Movements in overlays: changes compared to prior periods, narrative to 

explain the movements and expectations on timing of withdrawal going 

forward 
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Examples 
In its 2020 annual report, Barclays PLC provided disclosures in respect of 

management adjustments made to its impairment models by portfolio, 

including explanatory narrative. 

Extract 2031: Barclays PLC, Annual Report 2020 – 

Management adjustments to models for impairment 
United Kingdom 

 

 

  

 
31 Barclays PLC, Annual Report 2020, Risk Management, Credit Risk, page 180. 
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In its 2020 annual report, HSBC Holdings plc provided disclosures in respect 

of management judgemental adjustments made to its impairment models by 

portfolio and type of adjustment, including detailed explanatory narrative for 

each type of adjustment presented. 

Extract 2132: HSBC Holdings plc, Annual Report 2020, 

Management judgemental adjustments 
United Kingdom 

 

 

 

 
32 HSBC Holdings plc Annual Report and Accounts 2020, Measurement uncertainty and sensitivity 
analysis of ECL estimates (Audited), pages 131-132. 
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In its 2020 annual report, Lloyds Banking Group PLC provided disclosures in 

respect of judgemental adjustments made by management to its modelled 

ECL by portfolio, including explanatory narrative for each type of 

adjustment. 

Extract 2233: Lloyds Banking Group, Annual Results 

2020 – Post-model adjustments 
United Kingdom 

 

 
33 Lloyds Banking Group plc, Annual Report and Accounts 2020, Notes to the consolidated financial 
statements, Note 3. Critical accounting judgements and estimates, pages 236-237. 
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In its 2020 annual report, Société Générale provided disclosures in respect of 

adjustments made by management to its modelled ECL by portfolio, including 

explanatory narrative. 

Extract 2334: Société Générale, Annual Results 2020, 

Management judgemental adjustments 
France 

 

 

 
34 Société Générale Group, Consolidated Financial Statements 31.12.2020, Note 3.- - Impairment 
and provisions, pages 81-82. 



 July 2021 Applying IFRS: Disclosure of COVID-19 impact on expected credit losses of banks 58 

 

 

 

 

  



59 July 2021 Applying IFRS: Disclosure of COVID-19 impact on expected credit losses of banks 

5. Sensitivity analysis 
What we expected 

As an example of the types of disclosure that entities should make on major 

sources of estimation uncertainty, IAS 1.129(b) includes the sensitivity of 

carrying amounts to the methods, assumptions and estimates underlying their 

calculation, including the reasons for the sensitivity. 

Banks have updated their macroeconomic scenarios to reflect a revised 

economic outlook as a result of the coronavirus pandemic. While this represents 

the entity’s best estimate of the expected credit losses based on reasonable  

and supportable information at the reporting date, alternative outcomes  

are possible, especially in the current context of increased uncertainty. There 

was significant diversity in practice in this area in the 2019 annual financial 

statements, with some entities providing detailed sensitivity analysis while 

others provided limited or no disclosures in this area. Given the heightened level 

of uncertainty at year-end December2020, we expected entities to increase the 

level of disclosure in this area, in particular, those that provided little 

information in the past, in order to allow users to understand the degree of 

estimation uncertainty at the reporting date.  

This could include a multi-factor sensitivity analysis (i.e., varying multiple inputs 

within a scenario at the same time) and a single factor sensitivity analysis 

(varying only one of the inputs in isolation), such as sensitivity to changes in  

PD or to changes in a House Price Index (HPI) for retail exposures.  

The multi-factor sensitivity analysis can be based on the same economic 

scenarios that are modelled for the purposes of estimating ECL. The disclosure 

could show the magnitude of the ECL provision when a 100% weighting is 

applied to a single scenario. Other possible multi-factor analyses could be 

additionally or alternatively presented, also considering regulatory expectations 

in this area. Further guidance is provided in the DECL recommendations.  

This section sets out expectations of the disclosures that we considered  

should have been provided by banks in their annual financial statements where 

relevant, in respect of multi-factor and single factor sensitivity analyses. We 

provide extracts of the disclosures made by banks in their annual financial 

statements for the year ended 31 December 2020 in this respect, for 

illustration purposes.  

Multi-factor sensitivity analysis: effect of applying a 100% weighting on  

a number of macroeconomic scenarios 

A multi-factor sensitivity analysis could be disclosed, based on the same 

economic scenarios that are modelled for the purposes of estimating ECL.  

The disclosure could include the following:  

• An estimate of the effect on ECL of a 100% weighting of at least three 

economic scenarios, chosen in order to better illustrate the effect of non-

linearity. For example, this could include the central scenario, an upside 

scenario and a downside scenario 

• For each of those scenarios individually, the gross carrying amount or 

percentage of assets that would, under that scenario, have been the subject 

of a lifetime ECL provision rather than a 12-month provision (or vice versa) 

Banks provided both multi-
factor and single-factor 

sensitivity analysis, as well 
as narrative disclosures  

to further explain their 
approach and assumptions.  

However, there remain 
inconsistencies in the  

basis of preparation and 
presentation of the relevant 

disclosures which limit 

comparability across banks. 
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• Narrative disclosure could be provided to explain whether and how off-

balance sheet exposures are included 

• A clear description of the articulation between the sensitivity analysis 

provided and the impact of overlays and post-model adjustments (for 

example, whether some overlays would go away under certain scenarios) 

• For banks applying a Monte Carlo simulation approach to modelling ECL, it 

is recognised that, with a high volume of scenarios, the disclosure approach 

described above may neither be possible nor practical. In these cases, 

useful information about measurement uncertainty could be provided by 

disclosing the ECL resulting from using a meaningful range of the values  

of the key parameters, such as those at the 90th percentile and the 10th 

percentile of the range used in the Monte Carlo simulation in addition to  

the central scenario, and what the values of those parameters are. Such  

a disclosure would be similar to disclosure of downside and upside scenarios 

• In providing the above disclosures, it is recommended that the bank 

explains the limitations of the multi-factor sensitivity disclosure 

Single-factor sensitivity analysis – Effect of changing single inputs within a 

macroeconomic scenario  

• Single-factor disclosures could be provided in addition to multi-factor 

sensitivity analysis, in which case, they should be accompanied by an 

explanation of their limitations 

• Single-factor sensitivities show the effect of a change of a key input to the 

economic scenarios in isolation (e.g., GDP, interest rates or unemployment 

rate). Entities may focus on disclosing the sensitivity to a specific 

parameter to which a portfolio is particularly sensitive, such as a housing 

price index for a mortgage portfolio 

Additionally, in order to highlight the sensitivity of the ECL estimate to a change 

in significant increases in credit risk (SICR) assumptions, entities could consider 

disclosing the effect of applying a lifetime ECL for all financial assets (i.e., as if 

they all Stage 1 financial assets migrated to Stage 2). 

What we observed 

Banks have provided both multi-factor and single-factor sensitivity analysis as 

well as narrative disclosures to further explain their approach and assumptions.  

However, there remain significant inconsistencies in the basis of preparation 

and presentation of the relevant disclosures which do not facilitate 

comparability across banks, for example: 

• Not all banks disclosed the effect of sensitivities on staging, with some 

entities not adjusting the stage allocation for the purpose of sensitivity 

analysis 

• Even fewer banks appear to have incorporated the effect of model 

adjustments and overlays and it was sometimes unclear whether they had 

done so 

• A few banks disclosed single-factor sensitivities (e.g., impact of shifts in 

unemployment rate and House Prices Index on retail portfolios or moving to 

full lifetime ECLs) 

• Finally, there is diversity in the presentation of the impact of the sensitivity 

analysis by portfolio, with some banks providing more granularity than 

others and most of them using different classifications and portfolios,  
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a combination of sector, market and specific business segment or specific 

entity. For example: 

► Some banks compare each scenario to the reported total ECL allowance 

while others only compare it to the base case 

► Some banks compare the reported ECL to base case scenario only for 

the total while others present the same by category or portfolio of 

assets 

► The ECL number (basis) used to test the sensitivity differs from bank to 

bank (for example some banks use total ECL, others use total ECL 

adjusted for specific portfolios while others still use Stage 1 and Stage 

2 ECL only) 

► Stage 3 assets and off-balance-sheet exposures are sometimes 

included and sometimes excluded from the analysis 

► In some cases, banks disclose two sensitivity analyses, one where they 

keep staging constant and one where they change staging for each 

scenario 

► The effect of overlays was not reflected consistently in the sensitivity 

analyses presented, as sensitivities were generally calculated on the 

modelled output only. In these cases, the sensitivity analysis does not 

show the complete effect on ECL of, for instance, a change in 

probability weights 

 

How we see it 
It is evident from the above that while banks have presented in some 
cases rather extensive sensitivity analysis disclosures in some cases, 
there remains substantial diversity in practice which hinders 
comparability across banks.  

Going forward, we would expect to see: 

• Continued focus on this significant disclosure requirement for banks, 

with increased expectations from users and market regulators, 

including in relation to comparability of the effects disclosed 

• More comprehensive narrative around how the sensitivity analysis is 

developed; and  

• An attempt at achieving more consistency / comparability across banks 

on key components of the analysis, including: 

• A more consistent breakdown of the impacts of the analysis (e.g. 
by key products or asset classes) 

• A more extensive use of the approach consisting in weighting at 
100% each scenario used in the reported probability weighted ECL 

• The impact of alternative assumptions on staging 

• The scope of instruments covered (in particular in relation to 
stage 3 and off-balance sheet exposures) 

• The impact of overlays 
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Examples 
In its 2020 annual report, ABN AMRO provided disclosure, in tabular format, 

of its macroeconomic scenario weights, value of the macroeconomic inputs 

for each year of the forecast period including a comparison with the prior 

period and a sensitivity analysis 

Extract 2435: ABN AMRO, Annual Results 2020 – ECL: 

macroeconomic scenarios and sensitivity analysis 
The Netherlands 

 
 

 

  

 
35 ABN AMRO Bank NV, Annual Report 2020, Risk, funding & capital review, page 115. The bank 
presented comparatives for 2019 which have not been included in this illustrative extract.  
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In its 2020 annual report, Barclays PLC provided ECL sensitivity disclosures 

for each scenario by portfolio and by stage, as well as a reconciliation of the 

total ECL charge. Model exposures are based on exposure at default values 

and are allocated to a stage based on the individual scenario (except for 

stage 3 exposures). 

Extract 2536: Barclays PLC, Annual Report 2020 – ECL 

under 100% weighted scenarios  
United Kingdom 

 

 

 
36 Barclays PLC, Annual Report 2020, Risk Management, Credit Risk, pages 186-189. The bank 
presented comparatives for 2019 which are not included in this illustrative extract. 
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In its 2020 annual report, NatWest provided ECL sensitivity disclosures for 

all modelled portfolios (i.e., performing exposures in stage 1 and stage 2) for 

three scenarios, reflecting the effects by segment and by stage and including 

the impact of modelled overlays. The exposures by stage vary in each 

scenario. 

Extract 2637: NatWest Group, Annual report and 

accounts 2020 – Measurement uncertainty and ECL 

sensitivity analysis 
United Kingdom 

 

 

 
37 NatWest Group plc, Annual Report and Accounts 2020, Risk and Capital Management: Credit risk, 

pages 178-180. 
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In its 2020 annual report, UBS Group AG included a single-factor sensitivity 

analysis reflecting the potential effects on stage 1 and stage 2 ECLs of 

changes in a key macroeconomic variable for the forecasting across all 

scenarios with all other factors remaining unchanged. 

Extract 2738: UBS Group AG, Annual report 2020, 

Consolidated financial statements, Sensitivity analysis 
Switzerland 

 

 

 

 
38 UBS Group AG, Annual report 2020, Consolidated financial statements, Note 20 Expected credit 
loss measurement – f) Sensitivity information, pages 346-347. 
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6. Significant increase in credit risk (SICR) 
What we expected 

The COVID-19 crisis has led various governments to provide both financial  
and non-financial assistance to disrupted industry sectors and the affected 
businesses and other organisations. Also, banks were encouraged, 
recommended or required by governments and regulators in many jurisdictions 
to provide various forms of payment deferral schemes and other forms of 
customer support (e.g., by reducing or waiving interest and/or fees on certain 
facilities) and to offer new loans to customers under different types of 
government-backed schemes. Further forms of relief and support programmes 
were offered by banks on a voluntary basis. 

In this context, the effects of the crisis were hardly observable in the customers’ 
financial performance and it was very challenging to identify a significant 
deterioration in the credit quality of individual borrowers. In particular, banks 
could not rely on the usual risk indicators, such as movements in cash balances, 
arrears and forbearance measures as much as they used to before the outbreak 
of the pandemic.  

Where banks have made amendments to their SICR criteria compared to  
their last annual financial statements, we would have expected them to disclose 
such changes (normally as changes in estimates). These would include, for 
example, enrolling in a payment deferral programme, or applying for an 
extension, which are considered indicators of an SICR. This would also include 
whether any adjustment to ratings or PD was applied to offset mechanical 
improvements triggered by increased liquidity as a result of support measures. 
For further consideration of this point, please refer to ‘Payment deferral 
schemes, guaranteed loans and other forms of customer support in Section 2 
‘Overall expected credit losses (ECL)’ above. 

We would also have expected banks to consider disclosing whether, in order to 
identify an SICR trigger, they considered the information provided in the 
request for application to a relief programme (e.g., whether the customer 
indicated to have become unemployed or to be in a furlough scheme) or 
whether they considered any other information available in respect of the 
customer, and what such specific information is comprised of (e.g., customer 
behaviour in respect of other facilities provided by the bank or by other banks). 

Where banks have applied a collective approach to measure an SICR (IFRS 9 
B5.5.4), we would also have expected them to disclose that fact. The disclosure 
would include a description of the approach applied, considering the grouping of 
instruments by shared risk characteristics in accordance with IFRS 9 B5.5.5. 
Such disclosure could be aligned with the recommended disclosures in respect 
of ‘high risk sectors’ in ‘Multiple economic scenarios and economic forecasts’ in 
Section 3 ‘Economic scenarios’ above, if the collective staging approach 
considers the sector as a significant input.  

What we observed 

A number of banks have provided specific disclosures in respect of amendments 

to their SICR criteria to ensure understandability of the impact. These banks 

provided primarily narrative disclosures to explain the impact of COVID-19 on 

the determination of SICR, and, in particular, the changes made to the SICR 

triggers normally established within their ECL process (both qualitative and 

quantitative). Such disclosures also made references to the impact of payment 

holidays and other customer support schemes in this respect.  

Based on regulators’ published guidance, large-scale moratoria were generally 

not considered to be forbearance measures and did not trigger Stage 2 

A number of banks have 
provided disclosures in 

respect of amendments to 
their SICR criteria to reflect 

the impact of COVID-19, 
including those related to 

payment holidays and 
other customer support 

schemes. 
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transfers on a standalone basis. Then, because moratoria and guaranteed loans 

improved the apparent credit quality of borrowers, movements in forward-

looking PD were the main driver for transfers as opposed to the more lagging 

backstops based on delinquency and forbearance. 

Banks also supplemented their quantitative and qualitative criteria with 

targeted analyses for vulnerable sectors and for borrowers that had weaker 

pre-crisis ratings. They also strengthened the level of client monitoring 

implemented by credit managers and refined the analysis of accounts 

movements to differentiate cash inflows stemming from support measures 

versus actual business activity. When modelled PDs did not increase, banks 

used overlays to increase the ECL, but this was not always visible at the level of 

Stage 2 exposures as the overlays were additions to the ECL allowance and 

actual exposures were not transferred. 

How we see it 
Although a number of banks have provided disclosures for temporary 

adjustments to previously defined SICR triggers to reflect the impact of 

COVID-19, they vary in granularity and are not necessarily accompanied by 

the quantitative impact of the amendments, for example, on the coverage 

ratios of the affected stages.  

Most banks highlighted a material decrease in large-scale moratoria at year-

end and an overall good performance of customers for whom the moratoria 

had expired. At the same time, they also stressed that significant 

uncertainties remained over the length and scale of support measures. 

Going forward, we would expect to see: 

• One of the main drivers of the SICR trigger amendments relates to the 

impact of customer support schemes. Given the fact that a significant 

share of loans at the end of 2020 were still subject to some form of 

support scheme, banks should consider disclosing additional information 

as to how the SICR triggers evolve. 

• Specific risk monitoring approaches developed to improve early 

identification of troubled borrowers in the current circumstances will 

remain key, as well as their impact on risk classification and the ECL 

estimate. This includes the impact of temporary triggers (including when 

these are no longer applied). 

• Recent trends on credit risk indicators, such as delinquency, forbearance 

and default, as well as recent trends on vulnerable sectors and 

expectations for the coming months in relation to planned withdrawals  

of support measures will also be a critical component of the SICR 

disclosures. 

• Finally, explanations on movements will be a clear focus for users and 

regulators, including the trends by main portfolio (e.g., new transfers in 

Stage 2, transfers back to Stage 1, defaults, impact of new production, 

etc.) and the key drivers underlying the transfers (e.g., PD movements, 

delinquency, forbearance, portfolio approaches, request for an extension 

of payment holiday, etc.) 
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Examples 

In its 2020 annual report, ABN AMRO provided a description of the impact of 

COVID-19 and support measures on its SICR triggers. It also provided narrative 

disclosures around impairment charges by portfolio and the impact of 

movements across stages as a result of significant changes to credit risk. 

Extract 2839: ABN AMRO, Annual Report 2020 – Impact 

of COVID-19 on significant increase in credit risk and 

staging 
The Netherlands 

 

 

 
39 ABN AMRO Bank NV, Annual Report 2020, Risk, funding & capital information, Impact of relief 
measures on credit risk pages 94-95 and Loan impairment charges and allowances per stage, page 
113. 
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In its 2020 annual report, Barclays PLC provided a decomposition of Stage 2 

exposures and ECL allowance by trigger. 

Extract 2940: Barclays PLC, Annual Report 2020 – 

Credit risk – Stage 2 decomposition 
France 

 

 

  

 
40 Barclays PLC, Annual Report 2020, Risk Management, Credit Risk, page 179. 
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In its 2020 annual report, Lloyds Banking Group provided a description of its 

SICR triggers including the impact of payment holidays. 

Extract 3041: Lloyds Banking Group, Annual Results 

2020 – Significant increase in credit risk 
United Kingdom 

 

 
 

  

 
41 Lloyds Banking Group plc, Annual Report and Accounts 2020, Notes to the Consolidated financial 
statements, Note 3. Critical accounting judgements and estimates, pages 231 - 232.  
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Within its credit risk disclosures in its 2020 annual report, NatWest provided 

a decomposition of Stage 2 exposures including arrears status and 

explanatory comments in respect of contributing factors. 

Extract 3142: NatWest Group, Annual Report and 

Accounts 2020 – Credit risk disclosures – Stage 2 

decomposition 
United Kingdom 

 

 
 

 

  

 
42 NatWest Group plc, Annual Report and Accounts 2020, Capital and risk management: Credit risk -
Banking activities, page 203.  The bank presented comparatives for 2019 which have not been 
included in this illustrative extract. 
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In its 2020 consolidated financial statements, UBS AG provided information 

in respect of the qualitative and quantitative factors affecting SICR 

assessment. 

Extract 3243: UBS Group AG, Annual report 2020, 

Consolidated financial statements – Significant increase 

in credit risk 
Switzerland 

 

 

 
43 UBS Group AG, Annual report 2020, Consolidated financial statements, Note 20 Expected credit 
loss measurement – page 342. 
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