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1 PRESS RELEASE
1.1 Press release of September 7,2020
Jean-François Lequoy appointed Deputy Chief Executive Officer of Groupe BPCE, Member of the
Management Board in charge of Finance and Strategy

Paris, September 7, 2020
Groupe BPCE’s Supervisory Board today approved the appointment of Jean-François Lequoy, currently Chief Executive Officer
of Natixis Assurances, as Member of the Management Board of Groupe BPCE, in charge of Finance and Strategy.

He will assume his functions on September 14 and succeed Nicolas Namias, following the latter’s appointment as Chief Executive
Officer of Natixis on August 3.

Jean-François Lequoy joined Natixis in 2014 with a remit to set up an insurance business geared to making Groupe BPCE a fullyfledged bancassurer. At Natixis Assurances, he successfully created an integrated, efficient insurance group serving the Banques
Populaires and Caisses d’Epargne banks, both in the non-life insurance and life and personal protection insurance fields, thanks
notably to numerous industrial investments and the re-definition of strategic and industrial partnerships in these fields.

For Laurent Mignon, Chairman of the Groupe BPCE Management Board: “Thanks to his perfect grasp of strategic and financial
issues, recognized leadership abilities, sense of customer service and strict project-management discipline, Jean-François Lequoy
will make a decisive contribution to the work of the General Management Committee, particularly regarding the development of
our future strategic plan”.

Biography of Jean-François Lequoy

Jean-François Lequoy began his career as an Insurance Commissioner in the department of the French Ministry of Finance in
1986.

In 1991, he was appointed Deputy Director of the Insurance department of Compagnie de Suez, then in 1994, Managing Director
of the insurance broker J&H Marsh & McLennan, before becoming in 1998 Director and General Manager of La Mondiale
Partenaire (formerly known as La Hénin Vie)..

He joined AGF (Allianz Group) in 2001 as Chief Financial Officer, then became a member of the Executive Committee in 2003
and was appointed Deputy Chief Executive Officer in 2004.

From 2008 to 2014 he held the position of General Director of Federation Française des Sociétés d’Assurances (the French
Insurers’ Federation- FFSA). In 2014, he became CEO of Natixis Assurances and a member of the Natixis Senior Management
Committee, then in 2019, Chairman of the French Bancassurers’ Federation (GFB).

Jean-François Lequoy, 59, is a graduate of École Polytechnique, ENSAE and France’s Institute of Actuaries.
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1.2 Press release of August 3, 2020
BPCE today announced it has entered into exclusive negotiations with Ripplewood Advisors LLC related to
the proposed disposal of the entire share capital of Fidor Bank AG.

Paris, August 3

This project will shortly be presented to BPCE employee representative bodies by means of an informationconsultation procedure.

Closing of the proposed transaction, which will subject to customary regulatory approvals, is currently anticipated
in the course of H1 2021.

1.3 Press release of July 17, 2020
Paris, July 17 2020
Following recent press rumours, BPCE indicates that it does not intend to file a draft tender offer on the Natixis shares, it being
reminded that BPCE regularly conducts strategic analysis on possible changes in the organization of the group.

1.4 Press release of May 19, 2020
Groupe BPCE successfully completed on May 19, 2020 the placement of its first Covered Bond issue to refinance energy-efficient
homes, for an amount of 1.25 billion euros and a maturity of ten years.
The assets selected are financing purchases of main individuals residences newly built or under construction, dating from less
than 3 years, in accordance with the environmental regulations in force RT2012 and located in France.

The placement was made with an order book of 6.4 billion euros, with close to 180 investors present in 20 countries. This success
illustrates the confidence renewed by investors in Groupe BPCE for its commitment in financing the energy transition.

After five public issues of social bonds representing a volume of more than 3.1 billion euros and now three public issues of green
bonds representing a volume of 2.1 billion euros, Groupe BPCE confirms its leading position as a player engaged in the
responsible financing of territories.

The Banque Populaire and the Caisses d'Epargne, very involved in social and environmental matters, were supported by the
expertise of BPCE SA and the Green & Sustainable Hub of the Natixis’ CIB to formalize the methodological elements regarding
this program. The dedicated methodological note is available on the Groupe BPCE institutional website
(https://groupebpce.com/en/investors/funding/green-bonds). This note has been reviewed by Vigeo Eiris, "Second Party Opinion
Provider", who provides the highest level of insurance for this methodology.
For Nicolas Namias, Head of Finance and Strategy and member of the Management Board of Groupe BPCE: « The success of
this new green issue illustrates the commitment of Groupe BPCE to promote the energy transition and more generally the
sustainable financing of our territories. In the very specific situation we are living in, the support of our clients, especially in social
and environmental aspects, is a priority for all the companies of our group. »
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2 UPDATE TO THE REPORT ON CORPORATE
GOVERNANCE
New composition of the Management Board:
At its meeting on August 3, 2020, Supervisory Board of BPCE:
acknowledged the leave of François Riahi, member of the Management Board of BPCE and Chief Executive Officer of Natixis,
with effect from August 3, 2020,
acknowledged the appointment, by the Board of Directors of Natixis on August 3, 2020, of Nicolas Namias as Chief Executive
Officer of Natixis with effect from August 3, 2020, to replace François Riahi,
acknowledged that, from August 4, 2020, Nicolas Namias will no longer be Head of Finance and Strategy at BPCE but will remain
a BPCE Management Board Member as Chief Executive Officer of Natixis, with the same scope of responsibilities as his
predecessor.

At its meeting on September 7, 2020, BPCE’s Supervisory Board:
• appointed Jean-François Lequoy as Management Board Member in charge of Group Finance and Strategy with effect from
September 14, 2020 and until the end of the Annual General Meeting called to approve the financial statements for the year
ended December 31, 2022.

As a result, the composition of the Supervisory Board of BPCE is as follows:

From August 3, 2020 to September 13, 2020:
• Laurent Mignon, Chairman of the Management Board;
• Catherine Halberstadt, Member of the Management Board – Head of Group Human Resources;
• Christine Fabresse, Member of the Management Board – Head of Retail Banking and Insurance;
• Nicolas Namias, Member of the Management Board – Chief Executive Officer of Natixis.

From September 14, 2020:
• Laurent Mignon, Chairman of the Management Board;
• Catherine Halberstadt, Member of the Management Board –Head of Group Human Resources;
• Christine Fabresse, Member of the Management Board – Head of Retail Banking and Insurance;
• Jean-François Lequoy, Member of the Management Board – Head of Group Finance and Strategy;
• Nicolas Namias, Member of the Management Board – Chief Executive Officer of Natixis.
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3 2020 ACTIVITY AND FINANCIAL INFORMATION
3.1 Foreword
The financial data for the period ended June 30, 2020 and the comparative data for the first half of 2019 were prepared under
IFRS as adopted by the European Union and applicable at that date, excluding some provisions of IAS 39 on hedge accounting.
This management report discusses the results of Groupe BPCE and BPCE SA group, built around the central institution, BPCE,
which was established on July 31, 2009 following the merger of Groupe Banque Populaire and Groupe Caisse d’Epargne.
BPCE SA group’s results are summarized because the operations and results of the two groups are closely related. The main
differences in scope relative to Groupe BPCE concern the exclusion of the contributions of the Banques Populaires and the
Caisses d’Epargne.

3.2 Significant events of 2020
3.2.1 Economic and financial environment
In the first half of 2020, the coronavirus pandemic had a major impact on the international environment and France, which imposed
a lockdown from March 17 to May 11. Most governments, especially in the euro zone, applied strict lockdown measures,
sometimes lasting at least two months. This essentially political decision, made solely for health reasons – to prevent hospitals
from being overwhelmed – created an unprecedented, stunning, and unexpected exogenous shock, with production brought to a
halt around the world due to a sudden drop in the available workforce. Lockdown measures triggered a ‘deliberate’ collapse in the
real economy on both sides of the Atlantic in the first quarter, and even more so in the second quarter, with a sharp contraction in
the services sector as people were prevented from moving around – this is another specific feature of this crisis. Meanwhile, oil
prices nosedived during the health crisis in March, initially as Saudi Arabia and Russia failed to agree on a joint reduction in oil
production, and also due to the unprecedented slump in demand. They subsequently rebounded to more than $40/barrel (Brent)
in May as OPEC agreed on an exceptional reduction in production of 10 million barrels per day from May to July.
This unforeseeable shock forced central banks and governments in most affected countries to hit back with an extremely fast,
unprecedented and no-holds-barred response, relative to the standard fiscal and monetary rules spanning economic history.
Central banks and governments stepped in as ‘lenders of last resort’. This was the case, for example, for the Federal Reserve
and the ECB, as well as governments in the United States (heading for a public deficit of nearly 17% of GDP in 2020), Germany
(expecting a deficit of over 9% of GDP), and France (around 11.4% according to the government). The European Commission
has since followed suit, proposing a €750 billion recovery plan to be two thirds financed by borrowing, in order to redistribute funds
to the most heavily indebted countries such as Italy. The primary aim was to avert a spiral of distrust among economic agents and
to prevent temporary liquidity problems from becoming solvency problems that in turn cause solid companies to fail and result in
an immediate, lasting loss in revenue for individuals as unemployment rises sharply. Long rates were inevitably affected by
monetary policies becoming even more ultra-accommodative than before, by the deflationary environment caused by the collapse
in activity and oil prices, and by investors seeking safe-haven assets (which will probably prove to be temporary). As a result, the
10-year OAT averaged -0.04% in the first half of 2020, compared with 0.13% in 2019. The stock market crashed sharply in March
(-38.6% for the CAC 40 between February 19 and March 18), before rebounding quite spectacularly (the CAC 40 stood at 4,935.99
points at June 30, versus 5,978 points at year-end 2019), due to the proactive and concurrent impact of fiscal and monetary
policies.
In France, INSEE estimated that each full month of lockdown would shave 3 points off GDP. For the second quarter, it anticipates
a contraction of 17%, after -5.3% in the first quarter. The crisis caused an impressive short-lived rise in the savings rate to nearly
40% in April. Consumer spending dropped by 30%, while households’ gross disposable income fell by just -2.7%. As a result,
financial investments by individuals also rose in the first half of the year, due to the unparalleled contraction in consumer spending
(forced savings) and efforts to preserve purchasing power through the temporary unemployment scheme. The latest available
indicators show that as lockdown restrictions have been relaxed, the shortfall in economic activity in relation to a ‘normal’ situation
has gradually narrowed. The shortfall was 29% in April, 22% in May, and is set to be 12% in June. Therefore, the economy has
picked up sharply since May 11, driven in particular by a technical rebound in consumer spending, which is expected to have
been just 3 percentage points lower than normal in June, according to INSEE.
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3.2.2 Significant events of the period
The coronavirus health emergency was a major event in the first half of 2020. Groupe BPCE entered the crisis with extremely
solid fundamentals in terms of its solvency, liquidity and risks, and it took several initiatives to address the consequences of the
crisis. The business continuity plan was implemented to protect employees’ health and safety, facilitate operations for customers
(branch opening, ATMs, communications, and the application of the new health protection measures), and maintain internal
processes (funding, accounting, compliance with regulations, etc.). Massive use of digital technology became necessary, and the
rollout of digital solutions was ramped up.
To continue supporting the economy and its customers, on March 20, 2020, Groupe BPCE announced the automatic extension
by six months of investment loans to business and professional customers the most affected by the public health crisis. This was
carried out automatically, with no intervention by customers or employees in the Banque Populaire or Caisse d’Epargne networks.
As a result, around 520,000 loans were automatically extended without fees, with around €5 billion in repayments postponed as
of July 8, 2020. An additional six month extension was set up for nearly 30,000 Banque Populaire customers in the Tourism, Hotel
& Catering sector.
The retail networks ensured that eligible business and professional customers could benefit from the state-guaranteed loan
scheme by undertaking to review all applications rapidly. Accordingly, at the Group level, around 157,000 loans totaling €24 billion
had been paid out as of the end of July 2020. Considerable support was provided to professional and business customers, in
particular to honor month-end transactions.
For individual customers, a number of services were enhanced to ensure service continuity and quality. Basic services continued,
with bank cards and check books automatically sent to customers’ homes, daily monitoring of ATM cash stocks and checks to
ensure online banking services remained accessible to all customers. Efforts to facilitate customers’ daily lives were stepped up,
for example by raising the contactless payment limit from €30 to €50, offering cash withdrawals by text message to all customers,
which is particularly useful for those without a bank card, and managing cancellations and complaints regarding direct debits
issued by the tax authorities (DGFiP). To better protect customers against phishing (theft of login details or passwords) and means
of payment fraud (transfers, card payments, checks), a communications and awareness campaign was organized for employees
and customers.
As regards sales performance, more than 20,000 new customers switched banks to the Banques Populaires in the first half of the
year. All the Banques Populaires began to offer the Cristal everyday banking service. As of mid-June, over 200,000 customers
had signed up for this offer, and usage assumptions were confirmed in terms of service levels, internal customer acquisition
(spouses as prospective users) and the upgrading of bank cards. A support package was launched for students and apprentices,
including an interest-free loan of up to €5,000, free health and property insurance coverage until the end of 2020 and a partnership
between the student support organization CNOUS, the association of university towns in France, the institution representing
French regions and the Banques Populaires to help students facing financial hardship due to the crisis find employment. On the
professional and business customers market, the omni-channel e-commerce payment solution PayPlug was rolled out across the
board and was offered free of charge to doctors during the public health crisis. A Leaseback offer developed by BPCE Lease was
launched, allowing customers to refinance investments in recently acquired equipment or assets with a long lifespan.
At the Caisses d’Epargne, the new everyday banking solution, Les Formules, recorded a very strong start to the year, with nearly
460,000 contracts signed as of June 30, and a very positive range of subscription types. The net loss of customers moving to a
different bank reversed and the net balance became positive once more. A new range of charity bank cards was launched in
support of the Fondation Abbé Pierre. A support package was set up for students and apprentices along with a large-scale funding
plan for hospitals with an exceptional budget of €1 billion. In social housing, the social and environmental impact loan was
launched, offering reduced interest rates if certain social and environmental criteria are met.
The Financial Solutions and Expertise business line recorded very strong sales in the first quarter of 2020 due to a steady increase
in growth and intra-group synergies. The rollout of products and services across the retail networks (in particular the Pramex offer,
FlashFactures) continued to drive this trend. On March 31, 2020, BPCE SA finalized the acquisition of Crédit Foncier’s stake in
Crédit Foncier Immobilier (CFI). CFI, which provides real estate services (valuations and sales) joined BPCE’s Financial Solutions
and Expertise business line to boost its business relations with the Banque Populaire and Caisse d’Epargne networks.
In Digital, Groupe BPCE considerably strengthened its online banking set-up. It was the first in France to widely offer the Sign’it
electronic signature service for state-guaranteed loans issued by the Banques Populaires and the Caisses d’Epargne. More than
64,000 such loans had been signed electronically as of June 30, 2020, with 76% of loans signed in under 24 hours.
Individual customers were encouraged to use mobile apps for all their everyday banking transactions, and to use text messages
to contact their branch or withdraw cash from ATMs without a bank card. This service was extended to vulnerable customers, in
particular for the payment of social welfare benefits. Other new self-service banking functionalities were made available, such as
the management of bank cards for third parties (the new Selfcare service allowing guardians to manage the bank card of those
under their responsibility), and the possibility of reporting anomalies and making suggestions directly in the banking apps. To help
customers use these functionalities, Banque Populaire and Caisse d’Epargne customer advisors can now remotely show
customers how to browse the bank’s mobile apps.
To enhance online access and transaction security, advisors can now register customers for Sécur’Pass (an authentication
solution allowing customers to manage a range of sensitive transactions themselves) from their workstations (at
Caisse d’Epargne, BCP et Crédit Coopératif). A new strong authentication login method involving the verification of the customer’s
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mobile phone number online and via the mobile app and strong authentication using text messages were also made available at
the Banques Populaires. Use of the Sécur’Pass solution increased sharply, with up to 5,000 registrations per day and over 1.4
million clients enrolled as of the end of June.
A growing number of professional customers opted to sign equipment loan agreements electronically. Other functionalities such
as online transfers of supporting documents (Caisses d’Epargne) and a new digital consumer loan simulator (Banques Populaires)
were developed.
One the local authorities market, Numairic, the first online digital loan solution for small local authorities won an Innovation Award
at the Grand Est public decision-makers fair, for its design, technical features and functionalities, and its user satisfaction rate of
92.7%.
The collective commitment of its teams confirmed Groupe BPCE’s leadership in digital solutions. In a survey published by DRating on April 271 on the evolution of the use of mobile banking in 16 major retail banks in France, Italy, Spain and the United
Kingdom in the early weeks of the Covid-19 crisis, Banque Populaire and Caisse d’Epargne came first among French banks in
terms of traffic, engagement and satisfaction, outstripping their French peers with stronger positions in terms of mobile banking
app usage. They joined the ranks of players that have traditionally been the most advanced in this area.
At Natixis, appropriate measures were taken in Asia from January to protect employees’ health and safety, maintain business and
ensure services were provided to clients. When the lockdown took effect in France in mid-March, Natixis successfully implemented
its business continuity plan (with 98% of employees working from home and up to 16,000 people logged on at the same time in
the first week of confinement). In the exceptional situation, Natixis’ business lines were extremely active to support their clients
and adapt their products and services, in particular by developing digital solutions.
In terms of CSR, Natixis continued to strengthen its role as a responsible business. As part of its involvement in the act4nature
International initiative, it adopted a series of real undertakings to preserve biodiversity and natural capital through its various
business activities and to place biodiversity at the heart of its CSR policy and its client relationships.
Natixis also made two new commitments in its energy transition and climate change policy: it will no longer finance projects or
companies active in shale oil and gas exploration and production and has set a timetable to withdraw fully from thermal coal
production by 2030 in EU and OECD countries and by 2040 in the rest of the world. In addition, it decided no longer to finance
companies that develop new coal-fired power plants or thermal coal mines.
In February 2020, Natixis announced the sale of 29.5% of Coface’s share capital to Arch Capital Group, a leading specialist
insurer in the United States. Completion of the transaction is subject to the usual conditions precedent, in particular regulatory
approval, which could take between six and twelve months.
In Asset & Wealth Management, Natixis Investment Managers acquired a strategic holding in Smart – a British fintech whose
cutting-edge technological platform offers automated pension savings solutions in the United Kingdom and around the world.
Natixis Investment Managers also continued to extend its ESG (environmental, social and governance) policy throughout its multiaffiliate business model. In June it issued its first ESG umbrella fund, comprising 14 funds from five of its main affiliates managed
by the Natixis Investment Solutions department. On June 28, 2020, Ostrum Asset Management signed an agreement to combine
its fixed income and insurance-related asset management activities with La Banque Postale Asset Management, creating a
European leader with over €415 billion in assets under management for large institutional clients. The merger is due to be
completed in the fourth quarter of 2020 with the creation of a joint entity, provided the necessary regulatory approval is obtained.
Natixis IM also announced the launch of several new initiatives to further its diversity and inclusion program, which is one of its
strategic priorities. These initiatives include grants for university students from under-represented minorities and a program under
which it matches employee donations in favor of social justice, designed to support the efforts of non-profit organizations.
In wealth management, Natixis Wealth Management optimized its cross-business operational structure in all its business lines
and entities in France and Luxembourg. It stepped up its ESG commitments by signing a partnership with Impak Finance.
Natixis Interépargne and ARIAL CNP ASSURANCES, the first insurance company entirely dedicated to supplementary collective
pension savings, pooled their expertise to offer companies a comprehensive range of employee and retirement savings solutions
incorporating the new company retirement savings plans (PER) established by the French PACTE Act on business growth and
transformation. Natixis Interépargne was also the first employee savings firm in France to offer savers a company savings account
aggregator.
The Corporate and Investment Banking business has remained very close to its clients during the Covid-19 crisis. Its teams’
dedication meant it was able to respond quickly to its clients’ needs. It stepped up its advisory role and made all its sector expertise
and its economic research teams available to its clients to help them understand the situation and plan for the future. To meet its
clients’ liquidity requirements, Natixis offered a range of financing solutions, some of which were made available under government
support packages, for example the state-guaranteed loan in France, for a total of €2.8 billion as of end-June.
Natixis Assurances pledged its support to help craft workers, retailers, self-employed professionals and very small enterprises
face the coronavirus crisis. It is committed to helping customers in the hotel and catering sector deal with their operating losses.
Natixis Assurances also continued to implement its business plan with the goal of becoming the sole insurance platform serving
1

https://www.d-rating.com/post/2020/04/16/evolution-of-the-use-of-mobile-banking-in-the-context-of-the-covid-19-crisis-in-spain-fra
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the Banque Populaire and Caisse d’Epargne networks. In personal protection insurance, it launched new policies for individual
customers of the Caisses d’Epargne and professional customers of the Banques Populaires and the Caisses d’Epargne. Natixis
Life continued its transformation. In non-life insurance, the flagship project #innove2020 was launched at three pilot banks: Banque
Populaire Rives de Paris, Banque Populaire du Sud and Banque Populaire Occitane. The first half of 2020 also marked the end
of the Tech Care program, the rollout of new workstations for employees and the launch of SVI Digital. Natixis Assurances obtained
labels of excellence for its Quintessa, Assur-BP Santé, Garantie Santé Côté Je, Assur BP Auto, and Assurance Auto policies.
The Payments business played an important role during the pandemic. From the start of the crisis, Natixis Payments undertook
to guarantee the Banque Populaire and Caisse d’Epargne networks and their customers the same quality of service in all areas
(issuance, acquisition, payment processing, fraud prevention). The Payments business also accompanied changes in consumer
behavior in terms of contactless payments, which are faster and more hygienic. Its experts implemented the new €50 limit on
contactless payments from May 11 and the new limit on luncheon voucher payments from June 12. Natixis Payments also
accompanied the growth in online purchases from both e-retailers and traditional stores that began to sell their products online,
in particular through the unified, omni-channel platforms provided by its fintechs – Dalenys for large retailers and PayPlug for very
small enterprises and SMEs – either directly or in synergy with the Banque Populaire and Caisse d’Epargne networks.
Groupe BPCE’s business activity therefore remained very strong throughout the health crisis, thanks to its ability to adapt and
support its clients, backed by enhanced coordination and oversight. This included daily executive crisis management meetings
for the BPCE Executive Management Committee, daily telephone briefings with the executive managers of the Banques
Populaires and the Caisses d’Epargne from mid-March, regular meetings of the BPCE Supervisory Board, regular contact with
the Joint Supervisory Team (JST), a group-wide support unit set up in liaison with the business continuity managers of the Group’s
entities, a daily conference call with chief financial officers at the start of the crisis, and cross-functional Finance and Risk
department meetings with the creation of a joint committee.
To ensure operational continuity for cash management activities, BPCE and Natixis separated the Central Treasury department
into two teams with a roster system to reduce the risk of infection. A roster was also introduced for BPCE’s back office teams and
at BPCE Financial Services, which manage the banks’ financial transactions. A procedure was approved and sent to the Banques
Populaires and the Caisses d’Epargne to allow teams from Natixis and BPCE Financial Services to securely perform transactions
on behalf of a bank facing operational difficulties. As a result, members of Central Treasury, BPCE’s back office and BPCE
Financial Services worked from home during the lockdown with no interruption in service.
As regards the Group’s liquidity, BPCE SA implemented level one (out of three) of its contingency funding plan on March 17. As
the Group had a solid liquidity position, this was a precautionary measure. Natixis did likewise, activating its own contingency
funding plan. On May 27, following a close assessment of the market situation and the Group’s funding capacity, BPCE SA
decided to deactivate the plan. Several short, medium and long-term funding operations were successfully completed, bolstering
the Group’s LCR, which remained above 120% at all times.
The public health crisis also accelerated the rollout of Office 365 licenses and collaborative working tools among Group staff, with
massive use of remote solutions. Remote working capacity increased tenfold within a few days, while quality and security were
enhanced with the rollout of a strong authentication system for professional and personal mobile devices. The new VPN (virtual
private network) increased capacity from 4,000 concurrent users to 30,000. More than 2,200 employees can now log in to their
professional workspace from their personal computer using the Remote PC solution. The Group’s internal social network,
Yammer, can also be accessed from personal mobile devices. On Teams Conferencing, which was installed for all Group entities,
the number of meetings held was multiplied by four, the number of calls by three and messages by two. The massive uptake of
Office 365 remote working tools by employees (68% active users) enabled the Group to maintain its activities during the crisis.
The number of concurrent remote users increased from 4,000 at the start of the lockdown to between 40,000 and 50,000 people
today. This expansion in capacity means that all the Group’s companies can now offer their employees the possibility of working
from home, whether they usually work at head office or in a branch.

To improve its internal operational efficiency, the Group also set up the MyCloud platform, which provides the IT teams at the
Banques Populaires, Caisses d’Epargne, and Banque Palatine with a range of hosting and development solutions stored on a
private cloud (servers, software, databases, etc.), enabling them to create applications independently using automated processes.
This platform facilitates the construction of infrastructure and the delivery of applications, which can be completed within one hour,
thereby making them available to customers faster. The MyCloud platform currently covers banking as well as non-banking
applications and businesses’ private requirements (corporate websites, HR IT systems, etc.). Additional services have yet to be
launched, in particular for online banking.
The Group also pursued its open API policy, with the opening of the Group’s PSD2 API portal at the end of February. The portal
offers account aggregation, payment initiation and account balance viewing for co-branded bank cards.
During this period, Groupe BPCE demonstrated its considerable capacity to make rapid, consistent decisions and take action to
meet its customers’ needs. New challenges were expedited by the public health crisis, especially new ways of working with the
development of working and managing from home. To take into account these new challenges, work on preparing the new
strategic plan, which began in late 2019 and was stopped because of the health emergency, will continue in 2020 and 2021. The
announcement of the new plan has been postponed to 2021.
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Groupe BPCE also announced it is in exclusive negotiations with Ripplewood Advisors LLC for the sale of all of Fidor Bank AG’s
capital. This planned disposal will be subject to an information and consultation process with employee representatives.
Completion of the transaction will only be possible after the required regulatory approval is obtained. The final sale is expected to
be completed in the first half of 2021.
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3.3 Results press release of August 3, 2020

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 11

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 12

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 13

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 14

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 15

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 16

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 17

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 18

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 19

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 20

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 21

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 22

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 23

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 24

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 25

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 26

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 27

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 28

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 29

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 30

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 31

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 32

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 33

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 34

3.4 Presentation of results
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3.5 BPCE SA group financial data
3.5.1 BPCE SA group results
BPCE SA group’s income is calculated after restating the contribution of non-consolidated entities.
In the first half of 2020, the transition from Groupe BPCE’s net income to BPCE SA group’s net income can be broken down as
follows:
in millions of euros
Groupe BPCE net income attributable to equity holders of the parent - excl. net contribution by Coface

H1-20
415

Entities not consolidated or consolidated under a different method (1)
Other items
BPCE SA group net income attributable to equity holders of the parent - excl. net contribution by Coface

(699)
(33)
(317)

(1) Including the Banques Populaires, Caisses d’Epargne and their consolidated subsidiaries.

BPCE SA group(1) recorded income before tax of -€378 million, excluding the net contribution by Coface.

in millions of euros
Net banking income
Operating expenses
Gross operating income
Cost/income ratio
Cost of risk
Share in net income of associates
Gains or losses on other assets

Retail Banking
and Insurance

Asset & Wealth
Management

H1-20 H1-19 pf
1,565
1,322
(1,003)
(851)
562
470
64.1%
64.4%
(126)
(47)

H1-20
1,478
(1,116)
362
75.5%
(10)

H1-19
1,705
(1,163)
542
68.2%
(1)

Corporate
& Investment
Corporate Center
Banking
H1-20
H1-19
H1-20 H1-19 pf
1,207 1,654
77
306
(1,034) (1,105)
(850) (1,028)
173
549
(772)
(722)
85.7%
66.8%
ns
ns
(469)
(134)
(51)
(15)

BPCE SA group
H1-20 H1-19 pf
4,327
4,987
(4,003) (4,148)
324
839
92.5%
83.2%
(656)
(197)

(13)

6

1

0

5

6

93

94

86

0

8

2

(0)

0

(15)

(134)

(25)

(132)

0.0%

0

0

0

0.0%

Income before tax
Income tax
Non-controlling interests (minority
interests)

423
(127)

437
(151)

354
(97)

541
(151)

(291)
79

405
(114)

(864)
237

(749)
100

(378)
92

634
(316)

(52)

(43)

(109)

(181)

60

(89)

70

89

(31)

(224)

245

243

148

209

(153)

(557)

(560)

(317)

94

202

0

(82)

0

(33)

Change in the value of goodwill

NET INCOME ATTRIBUTABLE TO EQUITY
HOLDERS OF THE PARENT - excl. net
contribution by Coface

0

106

(82)

Income before tax for Retail Banking and Insurance totaled €423 million, down by 3.1% on the first half of last year. In adverse
business conditions, this segment benefited from a scope effect following the consolidation of Oney Bank.
Asset & Wealth Management recorded income before tax of €354 million, a 34.6% decline on H1 2019 caused by lower fee and
commission income and a fall in seed money revenues.
Corporate & Investment Banking recorded income before tax of -€291 million in the first half of 2020. It was heavily impacted by
difficult market conditions and the public health crisis.
The Corporate Center generated income before tax of -€864 million, a decrease of €115 million compared to the first half of 2019.
This includes a loss of -€29 million to write off BPCE SA’s investment in Fidor Bank AG and a loss allowance of -€112 million
before tax.
Equity attributable to equity holders of the parent totaled €19.9 billion at June 30, 2020 compared to €20.4 billion at December 31,
2019. This -€0.8 billion decrease was primarily due to:
• the incorporation of income for the period: -€0.4 billion;

(1)

Half year 2019 segment reporting information is shown pro forma of the deconsolidation of subsidiaries Banque de Tahiti, Banque de Nouvelle Calédonie and Société Havraise de Calédonie,

with an impact on net income attributable to equity holders of the parent of -€2 million, including -€91 million on net banking income, and +€40 million on operating expenses.
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• dividends paid: -€0.4 billion;
• the impact of acquisitions and disposals on non-controlling interests: +€0.2 billion;
• changes in gains and losses recognized directly in other comprehensive income: -€0.2 billion.

3.6 Post-closing events
On July 27, 2020, the European Central Bank issued Recommendation ECB/2020/35 reiterating its position announced on March
27, 2020 recommending that credit institutions abstain from paying out dividends in cash until January 1, 2021.
At its meeting on July 31, 2020, BPCE’s Management Board decided that the conditional remuneration approved by the Annual
General Meetings of the Banques Populaires and the Local Savings Companies affiliated to the Caisses d'Epargne in respect of
the 2019 financial year would be paid on September 30, 2020 by issuing new cooperative shares.

3.7 Outlook for Groupe BPCE
As the path to economic recovery looks highly uncertain and vulnerable, especially in the event of a second wave of the epidemic,
international organizations repeatedly downgraded their global growth forecasts for 2020 and 2021 before reaching a relatively
uniform, and very pessimistic, consensus. Moreover, the low likelihood of a vaccine becoming widely available this year has led
institutions such as the OECD to take the unusual step of putting forward two equally plausible scenarios: one in which the
pandemic is kept under control, and a second based on the assumption of a second wave of infection before the end of 2020. In
mid-June, the OECD forecast a contraction in global GDP of 6% in 2020 – the biggest peacetime decline on record – or 7.6% in
case of a second wave, followed by a rebound of +5.2% in 2021, or +2.8% in the second case. Global growth will also continue
to be undermined by the trade war between the United States and China, and possibly between the United States and Europe,
not to mention the risk of Brexit going ahead without a trade deal.
For France, the Banque de France considers that the economy will lose two years, not returning to the situation at the end of 2019
until 2022. GDP is set to drop by 10.3% in 2020, before rebounding by +6.9% in 2021 and +3.9% in 2022. The unemployment
rate is expected to reach a record high of 11.8% in mid-2021 and will only fall below 10% at the end of 2022. The French
government also forecasts a record decline in GDP of 11% this year, with a surge of 8% in 2021, though the level reached by
then will still be 4% below that of 2019. These forecasts, which are “underpinned by strong domestic demand”, reflected in the
“sharp recovery in consumer spending since May 11”, are slightly more optimistic for 2021 than those announced by the IMF
(+7.3%) and the Banque de France (+7%). Against this backdrop, the Ministry for the Economy assumes that the public deficit
will shrink somewhat, to -5.5% of GDP in 2021, versus -11.4% expected this year, with public debt now likely to exceed 120% of
GDP.
In the most likely scenario, which assumes there will be no second wave of the epidemic, or that if there is a second wave, there
will be no further strict lockdowns, French GDP is expected to fall by nearly 10% in 2020, before showing a relatively sharp but
ultimately partial and gradual recovery from the second half of the year. This rebound will produce a spectacularly high growth
rate of 5%-7% in 2021, but only in appearance, as the level of activity seen at the end of 2019 will not be matched until 2023. The
combination of unlimited monetary policy easing by central banks and the prospect of huge fiscal stimulus, in a lasting environment
of extremely low interest rates (close to zero in Europe), will stimulate the recovery expected in the second half of the year. The
length of lockdown restrictions – the primary cause of financial difficulties for businesses and the collateral damage on the labor
market – together with ongoing physical distancing rules and the resulting loss of productivity will remain obstacles to a stronger
recovery, not to mention the changes that will sooner or later affect consumer behavior (consumers withdrawing into themselves,
showing precautionary behavior or delaying their spending) and investments (rising private debt and falling profits), the disruption
caused to global supply chains, and the risk of social unrest. For these reasons, over the next two years, despite the previous
process of globalization coming to a halt, multiple recovery plans and the flood of liquidity provided by central banks (by distributing
cash created from nothing by purchasing government debt – debt which governments will probably keep in their balance sheets),
deflation seems to be a greater risk than inflation, with the exception of the likely occurrence of asset and real estate bubbles.

OUTLOOK FOR THE GROUP AND ITS BUSINESS LINES
The Group will continue implementing its TEC 2020 Strategic Plan in 2020, with three priorities:
• First, seizing the opportunities presented by the digital transformation to simplify and personalize the bank’s products, services
and tools, make customers more independent, generate new revenues, and increase efficiency;
• Second, making commitments to:
− Retail Banking customers, by delivering solutions tailored to new uses and supporting customers at key moments in their lives
with different levels of service backed by a promise of accessibility, advice and excellence, in particular by upgrading the omnichannel relationship model;
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− Asset & Wealth Management clients, by providing a range of innovative, bespoke and active investment strategies and
solutions, particularly through a broadened range of expertise and an expanded presence in the Asia-Pacific region;
− Corporate & Investment Banking clients, by standing the Group apart from its peers over the long term and creating value for
clients by implementing cross-business expertise in its strongest sectors;
− Cooperative shareholders, by furthering its commitments to society and funding the French economy, in a spirit of
responsibility and green growth reflected in the development of responsible savings inflows, the funding of the energy
transition, and the reduction of the Group’s carbon footprint;
− Employees, with a strong employer promise by developing employee value, simplifying the employee experience, promoting
gender equality, and attracting and retaining the best talent;
• Finally, setting ambitious growth targets for our business lines.
The last stage of the business plan will be implemented in the exceptional environment created by the coronavirus crisis, which
is affecting all the Group’s business lines. In an adverse economic environment, notably caused by the strict confinement of the
population in France, our business momentum was resilient, and sales have returned to more normal – or even dynamic – levels
since June. We have actively supported all our customers during this period.
The economic crisis will run deep and cost of risk will remain above normal over the coming quarters. The Group is preparing for
this by striving to accompany all its customers – individuals, professionals and businesses – who will suffer the full force of the
recession. The Group will continue to draw on its solid fundamentals: its financial strength, strong brands, deep-rooted regional
presence, high performance business lines and effective Digital Inside strategy.
Some of the financial targets for 2020 set in the TEC 2020 strategic plan have been made obsolete by the deterioration in the
economic and financial outlook caused by the public health crisis and the resulting uncertainties (for example, macro-economic
scenarios that could impact credit risk assessments, market levels affecting net asset values, etc.). A new medium-term strategic
plan will be presented in June 2021.

3.8 Significant changes
The financial statements of BPCE SA group and Groupe BPCE for the first half of 2020 were approved by the Management Board
on July 31, 2020.
With the exception of the items mentioned in this Amendment to the 2019 Universal Registration Document in paragraph 3.7
Outlook in chapter 3 and paragraph 5.2 Risk Factors in chapter 5, including the impact of the public health crisis arising from the
coronavirus (Covid-19), no significant changes have occurred regarding the financial position of BPCE SA group and Groupe
BPCE.
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4 FINANCIAL REPORT
Groupe BPCE and BPCE SA group scopes of consolidation
The scope of consolidation of both groups, organized around the central institution, are presented in the diagram below.
In addition to BPCE SA group, Groupe BPCE includes the Banques Populaires, the Caisses d’Epargne and their respective
subsidiaries.
BPCE SA group comprises BPCE and its subsidiaries. The main difference in terms of consolidation perimeter stems from the
contributions of the parent companies, which do not contribute to BPCE SA group’s net income.
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4.1 IFRS Consolidated Financial Statements of Groupe BPCE as at
June 30, 2020
4.1.1 Consolidated income statement

(in millions of euros)
Interest and similar income
Interest and similar expenses
Commission income
Commission expenses
Net gains or losses on financial instruments at fair value through profit or loss
Net gains or losses on financial instruments at fair value through other comprehensive income
Net gains or losses arising from the derecognition of financial assets at amortized cost
Net income from insurance businesses
Income from other activities
Expenses from other activities
Net banking income
Operating expenses
Depreciation, amortization and impairment for property, plant and equipment
and intangible assets
Gross operating income
Cost of credit risk
Operating income
Share in net income of associates and joint ventures
Gains or losses on other assets
Change in the value of goodwill
Income before tax
Income tax
Net income
Non-controlling interests
NET INCOME ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

Notes
4.1
4.1
4.2
4.2
4.3
4.4

H1 2020
11,019
(6,666)
5,274
(861)
324
108

H1 2019
11,873
(7,680)
5,616
(1,101)
1,476
138

4.5
8.2.1
4.6
4.6

19
1,308
618
(419)
10,726
(7,800)

(17)
1,646
668
(550)
12,069
(8,231)

(583)
2,343
(1,484)
859
68
(242)

(636)
3,203
(620)
2,583
125
(29)
(85)
2,594
(1,012)
1,582
(283)
1,298

4.7

7.1.1
11.2.2
4.8

10.1
5.12

685
(385)
299
13
312
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4.1.2 Comprehensive income

in millions of euros
Net income
Items recyclable to net income
Foreign exchange rate adjustments
Revaluation of financial assets at fair value through other comprehensive income recyclable to profit or loss
Revaluation of available-for-sale financial assets of insurance businesses
Revaluation of derivatives hedging items that can be recycled to profit or loss
Share of gains and losses of associates recognized directly in other comprehensive income
Related taxes
Items not recyclable to net income
Revaluation (or actuarial gains and losses) in respect of defined-benefit plans
Revaluation of own credit risk on financial liabilities designated at fair value through profit or loss
Revaluation of equity financial assets recognized at fair value through other comprehensive income
Share of gains and losses of associates recognized directly in other comprehensive income
Other items recognized through other comprehensive income on items not recyclable to profit or loss
Related taxes
Gains and losses recognized directly in other comprehensive income
COMPREHENSIVE INCOME
Attributable to equity holders of the parent
Non-controlling interests
For information: Items not recyclable to profit or loss transferred to retained earnings

H1 2020
299
(421)
(61)
(131)
(128)
7
(213)
106
182
122
260
(115)
(1)
(84)

H1 2019
1,582
692
57
252
455
(98)
233
(207)
(278)
(170)
(190)
16
(3)
5
64

(238)

414

61
67
(6)
(1)

1,996
1,639
357
14
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4.1.3 Consolidated balance sheet
ASSETS
in millions of euros
Cash and amounts due from central banks
Financial assets at fair value through profit or loss

Notes

6/30/2020
147,133

5.1.1

201,130

Hedging derivatives

12/31/2019
80,244
218,767

11,293

9,286

5.2

52,401

44,630

Securities at amortized cost

5.3.1

28,955

28,922

Loans and receivables due from banks and similar at amortized cost

5.3.2

93,670

89,656

Loans and receivables due from customers at amortized cost

5.3.3

725,745

693,257

9,350

7,673

8.1.1

117,793

119,046

1,272

864

Financial assets at fair value through other comprehensive income

Revaluation differences on interest rate risk-hedged portfolios
Insurance business investments
Current tax assets
Deferred tax assets
Accrued income and other assets
Non-current assets held for sale
Investments in associates

3,554

3,597

5.4

22,336

24,326

5.5

2,027

578

11.2.1

4,316

4,247

Investment property

779

769

Property, plant and equipment

6,236

6,448

Intangible assets

1,024

1,089

Goodwill
TOTAL ASSETS

3.2.1

4,376

4,665

1,433,392

1,338,064
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LIABILITIES
in millions of euros
Amounts due to central banks
Financial liabilities at fair value through profit or loss
Hedging derivatives
Debt securities
Amounts due to banks and similar
Amounts due to customers
Revaluation differences on interest rate risk-hedged portfolios
Current tax liabilities
Deferred tax liabilities
Accrued expenses and other liabilities
Liabilities associated with non-current assets held for sale
Liabilities related to insurance policies
Provisions
Subordinated debt
Equity
Equity attributable to equity holders of the parent
Share capital and additional paid-in capital
Retained earnings
Gains and losses recognized directly in other comprehensive income
Income for the period
Non-controlling interests
TOTAL LIABILITIES AND EQUITY

Notes

6/30/2020

12/31/2019

5.1.2

188,208
16,728
236,648
129,148
620,916
302
762
1,231
29,601
1,624
109,168
5,745
17,381
75,929
70,001
27,073
41,739
876
312
5,928
1,433,392

201,776
15,068
239,341
76,653
559,713
238
788
1,400
30,877
528
110,697
6,156
17,487
77,341
69,909
26,740
38,972
1,168
3,030
7,431
1,338,064

5.6
5.7.1
5.7.2

5.8
5.5
8.1.2
5.9
5.10

5.11.1

5.12
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4.1.4 Statement of changes in equity
Share capital and
additional paid-in capital

Additional
Share capital paid-in capital
(Note 5.11.1) (Note 5.11.1)

in millions of euros
SHAREHOLDERS’ EQUITY AT JANUARY 1, 2019

19,679

3,834

Perpetual
deeply
subordinated
notes
683

Dividend payments
Capital increase (Note 5.11.1)

1,694

Retained
earnings
41,386
(368)
(1,118)

Interest on deeply subordinated notes

(25)

Impact of acquisitions and disposals on non-controlling interests (Note 5.12.2)
Total activity arising from relations with shareholders

(284)
1,694

(1,795)

Gains and losses recognized directly in other comprehensive income
Capital gains and losses reclassified to retained earnings

(14)

Income for the period
Comprehensive income
Other changes (1)

(14)
(17)

SHAREHOLDERS’ EQUITY AT JUNE 30, 2019

21,373

3,834

SHAREHOLDERS’ EQUITY AT DECEMBER 31, 2019

22,906

3,834

Allocation of net income for 2019

683

39,560
38,971
3,030

SHAREHOLDERS’ EQUITY AT JANUARY 1, 2020

22,906

3,834

Dividend payments

42,001
(337)

Capital increase (Note 5.11.1)

333

(129)

Interest on deeply subordinated notes
Impact of acquisitions and disposals on non-controlling interests (Note 5.12.2)
Total activity arising from relations with shareholders

208
333

(258)

Gains and losses recognized directly in other comprehensive income
Capital gains and losses reclassified to retained earnings

1

Income for the period
Comprehensive income

1

Other changes (1)
SHAREHOLDERS’ EQUITY AT JUNE 30, 2020
(1)

(5)
23,239

3,834

41,739

Other changes also include interest on perpetual deeply subordinated notes for the portion subscribed for by non-controlling interests.
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Gains and losses recognized directly in other comprehensive income
Recyclable

Non-recyclable

Foreign
exchange
rate
adjustments

Debt financial
assets
recognized at
fair value
through other
comprehensive
income

Availablefor-sale
financial
assets of
insurance
businesses

Change in fair
value of
hedging
derivatives

Equity financial
assets
recognized at
fair value
through other
comprehensive
income

196

90

745

(262)

(30)

Revaluation of
own credit risk
on financial
liabilities
Net income
designated at Revaluation attributable
fair value differences
to equity
through profit on employee
holders of
or loss
benefits the parent
47

(175)

Total equity
attributable
to equity
NonTotal
holders of controlling Consolidated
the parent interests
equity
66,194
(368)
576

7,212
(1,019)

(25)

38

178

73,406
(1,387)
576
(25)

20

(31)

(295)

151

(144)

20

(31)

(112)

(868)

(980)

411

(54)

341

74

415

(16)

(100)

(115)

14
1,298

1,298

283

1,582

38

178

411

(54)

(2)

(100)

(115)

1,298

1,639
(17)

357
13

1,996
(4)

234

268

1,176

(347)

(32)

(53)

(290)

1,298

67,704

6,716

74,420

296

261

1,150

(219)

105

(76)

(350)

3,030

69,909

7,431

77,341

69,909

7,431

77,341

(337)

(156)

(493)

204

4

208

(3,030)
296

261

1,150

(219)

105

(76)

(350)

2

(55)

8

163

(1,342)

(1,179)

2

(55)

8

30

(1,494)

(1,464)

139

84

(245)

7

(238)

(117)

(77)

(177)

1

(98)
(1)

312

312

(13)

299

(117)

(77)

(177)

1

(99)

139

84

312

67

(6)

61

(5)

(3)

(8)

181

184

918

(218)

7

62

(258)

312

70,001

5,928

75,929
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4.1.5 Cash flow statement
in millions of euros
Income before tax
Net depreciation and amortization of property, plant and equipment, and intangible assets
Goodwill impairment
Net charge to provisions and provisions for impairment (including insurance companies’ technical reserves)
Share in net income of associates
Net cash flows generated by investing activities
Income/expense from financing activities
Other changes
Total non-monetary items included in net income before tax
Net increase (decrease) arising from transactions with banks
Net increase (decrease) arising from transactions with customers
Net increase (decrease) arising from transactions involving financial assets and liabilities
Net increase (decrease) arising from transactions involving non-financial assets and liabilities (1)
Income taxes paid
Net increase (decrease) in assets and liabilities resulting from operating activities
Net cash flows generated by operating activities (A)
Net cash flows generated by operating activities (A) - Discontinued operations
Net increase (decrease) related to financial assets and equity investments
Net increase (decrease) related to investment property
Net increase (decrease) related to property, plant and equipment, and intangible assets
Net cash flows generated by investing activities (B) - Ongoing operations
Net cash flows generated by investing activities (B) - Discontinued operations
Net increase (decrease) arising from transactions with shareholders (2)
Other increases (decreases) generated by financing activities (3)
Net cash flows generated by financing activities (C) - Ongoing operations
Net cash flows generated by financing activities (C) - Discontinued operations
Impact of changes in exchange rates (D) - Ongoing operations
Impact of changes in exchange rates (D) - Discontinued operations
Cash flow on assets and liabilities held for sale (E)
TOTAL NET CASH FLOWS (A+B+C+D+E)
Cash and net balance of accounts with central banks
Cash and net balance of accounts with central banks (assets)
Balance of accounts with central banks (liabilities)
Net balance of demand transactions with banks
Current accounts with overdrafts (4)
Demand accounts and loans
Demand accounts in credit
Demand repurchase agreements
Opening cash and cash equivalents
Cash and net balance of accounts with central banks
Cash and net balance of accounts with central banks (assets)
Balance of accounts with central banks (liabilities)
Net balance of demand transactions with banks
Current accounts with overdrafts (4)
Demand accounts and loans
Demand accounts in credit
Demand repurchase agreements
Closing cash and cash equivalents
NET CHANGE IN CASH AND CASH EQUIVALENTS

H1 2020
855
651
(0)
1,650
(139)
(310)
3,057
4,909
48,829
27,123
(8,175)
(4,353)
(864)
62,561
68,325
143
(44)
(501)
(402)
0
(289)
(163)
(453)
(60)

H1 2019
2,594
717
85
5,642
(10)
(1,222)
45
(1,385)
3,872
(2,996)
(616)
14,588
(1,765)
(776)
8,435
14,889
858
(79)
(491)
344
(836)
(546)
(1,366)
88

(1,131)
66,280
80,246

(63)
13,893
76,459

(5,079)
6,706
50
(9,389)
(2,446)
75,167
147,018

(1,506)
7,941
105
(7,364)
(2,188)
74,944
92,720

(5,571)
5,643
18
(8,879)
(2,352)
141,447
66,280

(3,883)
7,150
58
(9,240)
(1,851)
88,837
13,893

(1) Cash flows from or to the shareholders mainly include:
• net changes in share capital and additional paid-in capital of the Banques Populaires and Caisses d’Epargne amounting to +€204 million (+€576 million in the first
half of 2019);
• dividend payouts amounting to -€493 million (-€1,387 million in the first half of 2019).
(2) Cash flows from financing activities mainly include the impact of redemptions of subordinated notes and loans for -€170 million (-€546 million in the first half of 2019).
(3) Current accounts with overdrafts do not include Livret A, LDD and LEP savings accounts centralized with the Caisse des Dépôts et Consignations.
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Note 1
1.1

General framework

GROUPE BPCE

Groupe BPCE comprises the Banque Populaire network, the Caisse d’Epargne network, the BPCE central institution and
its subsidiaries.

Two banking networks: the Banques Populaires and the Caisses d’Epargne
Groupe BPCE is a cooperative group whose shareholders own the two retail banking networks: the 14 Banques Populaires
and the 15 Caisses d’Epargne. Each of the two networks owns an equal share in BPCE, the Group’s central institution.
The Banque Populaire network consists of the Banques Populaires and the Mutual Guarantee Companies which grant
them the exclusive benefit of their guarantees.
The Caisse d’Epargne network consists of the Caisses d’Epargne and the Local Savings Companies (LSCs).
The Banques Populaires are wholly-owned by their cooperative shareholders.
The capital of the Caisses d’Epargne is wholly-owned by the LSCs. Local savings companies are cooperative structures
with open-ended share capital owned by cooperative shareholders. The LSCs are tasked with coordinating the cooperative
shareholder base, in line with the general objectives defined by the individual Caisse d’Epargne with which they are
affiliated, and cannot perform banking transactions.

BPCE
BPCE, a central institution as defined by the French Banking Law and a credit institution licensed to operate as a bank,
was created pursuant to law No. 2009-715 of June 18, 2009. BPCE was incorporated as a French limited liability company
(société anonyme) governed by a Management Board and a Supervisory Board, whose share capital is owned jointly and
equally by the 14 Banques Populaires and the 15 Caisses d’Epargne.
BPCE’s corporate mission embodies the continuity of the cooperative principles underlying the Banques Populaires and
the Caisses d’Epargne.
Specifically, BPCE represents the interests of its various affiliates in dealings with the supervisory authorities, defines the
range of products and services offered by them, organizes depositor protection, approves key appointments of company
directors and oversees the smooth operation of the Group’s institutions.
As a holding company, BPCE is the head entity of the Group and holds the joint ventures between the two networks in
Retail Banking and Insurance, corporate banking and financial services, and their production units. It defines the Group’s
corporate strategy and development policy.
The network and BPCE’s main subsidiaries, including Natixis, a 70.6807%-owned listed company, are organized around
three core business lines:
• Retail Banking and Insurance, which includes the Banque Populaire network, the Caisse d’Epargne network, the
Financial Solutions & Expertise business line (including Factoring, Consumer Finance, Leasing, Sureties & Financial
Guarantees, and Retail Securities Services), Natixis’ Payments and Insurance business lines and Other Networks
(primarily Banque Palatine);
• Asset & Wealth Management;
• Corporate & Investment Banking.
In respect of the Group’s financial functions, BPCE is responsible, in particular, for the centralized management of surplus
funds, for the execution of any financial transactions required to develop and fund the Group, and for choosing the most
appropriate counterparty for these transactions in the broader interests of the Group. BPCE also provides banking services
to the other Group entities.
1.2

GUARANTEE MECHANISM

Pursuant to Articles L. 511-31 and L. 512-107-6 of the French Monetary and Financial Code, the guarantee and solidarity
mechanism was set up to ensure the liquidity and capital adequacy of the Group and its associates, and to organize
financial support within the Group.
BPCE is tasked with taking all measures necessary to guarantee the capital adequacy of the Group and each of the
networks, including implementing the appropriate internal financing mechanisms within the Group and establishing a
Mutual Guarantee Fund common to both networks, for which it determines the operating rules, the conditions for the
provision of financial support to the existing funds of the two networks, as well as the contributions of associates to the
fund’s initial capital endowment and reconstitution.
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BPCE manages the Banque Populaire Network Fund and the Caisse d’Epargne Network Fund and has established the
Mutual Guarantee Fund.
The Banque Populaire Network Fund was formed by a deposit made by the Banques Populaires of €450 million that was
booked by BPCE in the form of a 10-year term account which is indefinitely renewable.
The deposit made to the Caisse d’Epargne Network Fund by the Caisses d’Epargne of €450 million was booked by BPCE
in the form of a 10-year term account which is indefinitely renewable.
The Mutual Guarantee Fund was formed by deposits made by the Banques Populaires and the Caisses d’Epargne. These
deposits were booked by BPCE in the form of 10-year term accounts which are indefinitely renewable. The amount of the
deposits by network was €179 million at June 30, 2020.
The total amount of deposits made to BPCE in respect of the Banque Populaire Network Fund, the Caisse d’Epargne
Network Fund and the Mutual Guarantee Fund may not be less than 0.15% and may not exceed 0.3% of the Group’s total
risk-weighted assets.
The booking of deposits in the institutions’ individual accounts under the guarantee and solidarity system results in the
recording of an item of an equivalent amount under a dedicated capital heading.
The Mutual Guarantee Companies (sociétés de caution mutuelle), whose sole corporate purpose is to guarantee loans
issued by Banques Populaires, are covered by the liquidity and capital adequacy guarantee of the Banques Populaires
with which they are jointly licensed in accordance with Article R. 515-1 of the French Monetary and Financial Code.
The liquidity and capital adequacy of the Local Savings Companies are secured, firstly, at the level of each individual local
savings company by the Caisse d’Epargne of which the local savings company in question is a shareholder.
BPCE’s Management Board holds all the requisite powers to mobilize the resources of the various contributors without
delay and in accordance with the agreed order, on the basis of prior authorizations given to BPCE by the contributors.
1.3

SIGNIFICANT EVENTS

Covid-19
The Covid-19 health emergency was a major event in the first half of 2020. The rapid spread of the virus, which the World
Health Organization qualified as a pandemic on March 11, 2020, caused a slump in the global economy, affecting many
business sectors and having major repercussions on economic activity in many countries. Restrictions on mobility in the
affected regions and the disruption to supply chains caused by the closure of industrial and commercial companies in the
first half of 2020 had considerable effects on economic value chains in the regions and business sectors that were impacted
(tourist revenue, air transport, local sales, etc.).
To support their economies during the public health crisis, national governments announced measures to provide financial
and non-financial assistance to affected sectors.
The Covid-19 crisis also spread to the world of finance, with extremely high levels of volatility and erratic fluctuations on
the financial markets. Against a backdrop of high uncertainty, Groupe BPCE took into account the effects of the crisis – as
they could be understood at the reporting date – when measuring its financial assets and liabilities and the impairment and
provisions recorded in its accounts at June 30, 2020.
The impact of the crisis on the financial statements at June 30, 2020 is described in Note 1.5.

End of control of Coface group
On February 25, 2020, Natixis announced it had signed an agreement with Arch Capital Group (a listed insurer and
reinsurer in the United States) for the sale of 29.5% of the capital and voting rights in Coface, for a price of €10.70 per
share. Completion of the transaction is contingent on regulatory approval.
The signing of this agreement led the Group to review the nature of its control of Coface. Although the current governance
structure has been maintained (in particular Natixis’ membership and chairmanship of the Board of Directors) and although
the Group will retain 42% of the share capital until the deal is closed, its control over Coface is now subject to the
agreements signed and the Group is no longer exposed to variable returns on the majority of its holding in Coface. As the
criteria for exclusive control under IFRS 10 are no longer met, the Group decided that it no longer holds exclusive control
over Coface and should therefore no longer apply the full consolidation method in its consolidated financial statements at
June 30, 2020.
However, it does continue to exercise significant influence. Accordingly, the residual 12.7% holding in Coface was
consolidated under the equity method from January 1, 2020, to simplify calculations and better reflect the impact of this
transaction in the consolidated financial statements.
The transaction comprised two parts: first, the full disposal of shares in the subsidiary, and second, a new investment
corresponding to the interest retained by the Group.
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At June 30, 2020, this loss of exclusive control led the Group to recognize the following in its financial statements:
• income from the disposal recorded on the date control was lost (January 1, 2020), amounting to -€112 million, recognized
under “Gains or losses on other assets” in the consolidated income statement;
• the 29.5% interest sold, measured at the sale price less disposal costs directly related to the sale, recorded in a separate
line on the balance sheet under “Non-current assets held for sale”, for €480 million;
• the residual 12.7% interest, which is not covered by the sale agreement, which continues to be consolidated under the
equity method and is shown in the balance sheet under “Investments in associates”, in the amount of €170 million at
June 30, 2020.
Although the full economic impact of the Covid-19 pandemic is difficult to anticipate, this crisis and the sharp drop in the
Coface share price were deemed to be indicators triggering an impairment test, which was performed on June 30, 2020.
The value of Coface was measured using a multi-criteria method following past practice in terms of impairment tests. The
test resulted in the recognition of an impairment charge of €36 million at June 30, 2020, recorded in the income statement
under “Share in income of associates”.

Disposal of Fidor group
In the first half of 2020, Groupe BPCE performed an in-depth strategic review of its holding in Fidor group. The review
considered several scenarios including pursuing the activity, selling it to an external investor, or winding up the company.
As of June 30, 2020, insofar as pursuing Fidor’s activity no longer seemed feasible within Groupe BPCE, it was deemed
that the conditions required to apply IFRS 5 were met. All the assets and liabilities of the entities Fidor Bank AG and Fidor
Solutions were therefore respectively reclassified under “Non-current assets held for sale” and “Liabilities associated with
non-current assets held for sale”.
Pursuant to IFRS 5, the non-current assets held for sale were recognized at the lowest of their carrying value and their fair
value net of disposal costs. Losses on disposal, estimated at €141 million based on a non-binding offer received on July
9, 2020, were allocated to the assets concerned on their reclassification. These losses are recognized in the consolidated
income statement under “Net gains or losses on other assets”, with an impact of -€88 million on net income attributable to
equity holders of the parent.
On July 31, 2020, the offer used as the basis for preparing the interim financial statements was confirmed when a binding
offer was received.

1.4

POST-BALANCE SHEET EVENTS

On July 27, 2020, the European Central Bank issued Recommendation ECB/2020/35 reiterating its position announced
on March 27, 2020 recommending that credit institutions abstain from paying out dividends in cash until January 1, 2021.
In order to comply with this new recommendation while enabling cooperative shareholders to receive compensation for
their cooperative shares in the Banques Populaires and the Local Savings Companies affiliated to the Caisses d’Epargne
in respect of the 2019 financial year, BPCE, in its capacity as central institution, decided to exercise its public service
prerogative. At its meeting on July 31, 2020, BPCE’s Management Board decided that the conditional remuneration
approved by the Annual General Meetings of the Banques Populaires and the Local Savings Companies affiliated to the
Caisses d’Epargne in respect of the 2019 financial year would be paid by issuing new cooperative shares.
Compensation for 2019 will be made under the conditions set initially, on September 30, 2020, but through an award of
new cooperative shares instead of the dividend to be paid fully in cash.

1.5

IMPACT OF THE PUBLIC HEALTH CRISIS ON THE FINANCIAL STATEMENTS

The impact of the public health crisis on Groupe BPCE’s consolidated financial statements is described in the following
paragraphs.

1.5.1

Economic support measures

On March 15, 2020, before the announcement of the lockdown in France, the French Banking Federation (FBF), confirmed
that French banks were fully committed to supporting customers – in particular retailers, self-employed professionals, and
SMEs – facing difficulties due to the spread of the Covid-19 epidemic, which could impact their business.
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Accordingly, Groupe BPCE helped its professional and business customers who were facing cash flow problems by actively
implementing the economic support measures set up by the government:
− granting moratoria on loan repayments for businesses, without penalties or additional fees,
− issuing state-guaranteed loans.
The economic support measures applied in the first half of 2020 are described below.
1.5.1.1

State-guaranteed loans

The state-guaranteed loan is a support scheme set up under Article 6 of the amended French finance act for 2020 (law
no. 2020-289 of March 23, 2020) and the ministerial order issued by the Minister of the Economy and Finance on March
23, 2020 establishing a state guarantee for credit institutions and financing companies from March 16, 2020, to meet the
cash flow requirements of companies impacted by the Covid-19 health crisis. The state-guaranteed loan is subject to
common eligibility criteria applicable by all institutions issuing the loan, as set out by law.
It is a one year loan with repayments deferred for one year. At the end of the first year, companies that take out such a
loan can decide to repay it over a period of between one or five years.
For eligible companies, the amount of the loan is generally capped at 25% of revenues (except for innovative and recentlyestablished companies). The government provides a guarantee covering between 70% and 90% of the loan, depending
on the size of the company. The issuing bank incurs the residual risk. The state guarantee covers a portion of the total
amount due on the loan (principal, interest and incidental expenses) until it becomes due. The state guarantee may be
enforced before the loan is due if a credit event should occur.
The prepayment penalty is set in the contract, at a reasonable level (2% of the principal amount outstanding during the
initial loan period, then 3%-6% of the principal amount outstanding during the repayment period). The terms and conditions
for extending the loan are not set in advance but are established two to three months before the extension option expires,
in line with market conditions.
A state-guaranteed loan may not be covered by another collateral security or guarantee besides the state guarantee, with
the exception of those granted pursuant to a ministerial order by the Minister of the Economy and Finance. The selfemployed professional or business leader may request or be offered loan repayment insurance, but such insurance is not
mandatory.
In view of these features, the state-guaranteed loan meets the criteria of a basic lending arrangement (see Note 2.5.1).
These loans are therefore recognized at amortized cost, because they are managed in a hold to collect business model
(see Note 2.5.1). On subsequent balance sheet dates, they will be measured at amortized cost using the effective interest
method.
The state guarantee is considered to be an integral part of the terms of the loan and is taken into account when calculating
impairment for expected credit losses. The guarantee fee paid to the government by Groupe BPCE on granting the loan is
recorded in income over the initial term of the loan, using the effective interest method. The impact is recognized in net
interest income.
A state-guaranteed loan granted to a borrower considered to be non-performing on inception (Stage 3) is classified as a
POCI (purchased or originated credit-impaired) asset.
At June 30, 2020, Groupe BPCE had issued 156,004 state-guaranteed loans totaling €25.7 billion (143,131 of which had
been disbursed as of June 30, for €21.3 billion).

1.5.1.2

Loan repayment moratoria and other loan restructuring solutions

Due to the Covid-19 crisis, Groupe BPCE offered to grant a range of concessions to its retailer, professional, SME and
large corporate clients (including temporarily suspending repayments, revising repayment schedules or renegotiating loan
terms), to help them address temporary cash flow problems caused by the crisis.
General measures
When the lockdown was announced in France, the Banque Populaire and Caisse d’Epargne networks offered all their
professional and SME customers in certain business sectors the possibility of postponing their loan repayments (principal
and interest) for six months. Other general measures were subsequently applied in specific sectors, for example, a 12month moratorium on loan repayments for SMEs in the tourism, hotel and catering sectors.
The terms of these moratoria observed the general moratorium provisions described in Article 10 of the EBA guidelines
(EBA/GL/2020/02) published on April 2, 2020.
In accordance with these guidelines, the widespread granting of moratoria to counterparties not experiencing financial
difficulties before the Covid-19 crisis, without applying any specific conditions, is not in itself an indicator of a material
increase in credit risk. As such, the implementation of a general moratorium to address temporary liquidity problems arising
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from the Covid-19 crisis does not automatically lead to loans previously classified Stage 1 being downgraded to Stage 2
(or Stage 3).
Individual measures
Groupe BPCE also individually support its customers by granting various types of concessions (moratoria, restructuring or
other amendments to loan terms), with the terms and conditions established according to each customer’s individual
situation. When granting such a concession, a specific analysis is performed to verify whether the borrower shows evidence
of financial difficulties on that date. If such difficulties are observed, the loan is classified in Stage 2, which leads to a
change in its provisioning level.
Moratoria granted by the Group’s banks are generally charged at the loan’s initial interest rate, implying that interest
continues to accrue during the moratorium. At the end of the moratorium, this interest is added to the loan principal and
repaid over the remaining term of the loan (which is extended due to the moratorium). Accordingly, the moratorium does
not imply any loss of cash flow for the bank and no impact needs to be recognized in the financial statements. In practice,
the granting of a moratorium does not lead to the loan’s derecognition insofar as it does not significantly affect the net
economic value of the loan.
As of June 30, 2020, Groupe BPCE had granted six-month moratoria for 520,000 loans representing €17,416 million
(including €12,576 million granted to small and medium-sized enterprises). The moratorium may be extended to twelve
months for businesses in the tourism, hotel and catering sectors.

1.5.2
1.5.2.1

Impact on the use of estimates
Credit risk impairment

Cost of credit risk amounted to €1,484 million for Groupe BPCE, up sharply on the first half of 2019, mostly due to the
increase in expected credit losses caused by the Covid-19 crisis.
The health crisis has spread to the real economy, with considerable repercussions on many business sectors in affected
countries. Supply chains were also disrupted due to the closure of industrial and commercial companies in the first half of
2020. Owing to the exceptional circumstances and uncertainties prevailing at the end of the second quarter of 2020,
Groupe BPCE used various communications from ESMA, the EBA, the ECB and the IASB as guidance when calculating
expected credit losses in the context of the Covid-19 crisis.
To estimate the increase in credit risk and measure the resulting expected credit losses, and in order to take into
consideration economic support measures, Groupe BPCE changed its methodology for taking into account forward looking
information. This methodology includes:
• a core scenario updated with the latest macro-economic assumptions and consistent with the ECB’s forecasts, used to
calculate expected credit losses for the Group’s main subsidiaries;
• provisions by sector, based on varying degrees of projected ratings downgrades as set out in the stressed core scenario
for the Banque Populaire and Caisse d’Epargne networks.
Core scenario: the assumptions in the core scenario are as follows:
• For GDP and unemployment, the scenario is based on:
− the length and terms of lockdown measures imposed in the countries under consideration;
− in 2020, a partial and gradual recovery in euro zone countries, with output returning to 75%-80% of normal levels in
the third quarter of 2020 and 95%-100% in the fourth quarter. An adverse impact on employment and businesses’
financial positions from the end of 2020 was also factored in;
− in 2021, GDP is expected to reach a “normalized” quarterly growth rate of around 0.3%.
This represents a drop in GDP of -8.7% in 2020 and a rebound of +6% in 2021, with the unemployment rate at 9.3% in
2020 and 10.3% in 2021.
• Regarding financial variables, the core scenario is based on the following four pillars:
− Official interest rates are unchanged in Europe and the United States, with only a marginal rise in the risk-free rate
through to 2024;
− A V-shaped trajectory for equity indexes with a decline through the end of 2020 followed by a rally in 2021. The
increases expected between 2022 and 2024 are close to 1.5%;
− The 3M Euribor – 10Y swap remains low, stabilizing at around 60 basis points;
− Risk premiums on the bond market remain relatively high until the end of 2024, reflecting the rise in government
issuance requirements and the decline in issuers’ credit quality overall. The 10Y OAT-Bund premium is expected to
gradually rise towards 65 basis points by the end of 2024.
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The 10Y OAT premium is forecast to be at 20 basis points in 2020 and 35 basis points in 2021.
Sector based stress tests: for the Banque Populaire and Caisse d’Epargne networks, the core scenario was adjusted by
sector for the calculation of expected credit losses for the second quarter of 2020.
Expected credit loss projections are based on the core scenario (prepared during the ECB’s Covid-19 stress test, which
was performed in late May 2020), with the calculation of recovery scenarios for each sector, based on expert opinion, in
order to project ratings downgrades.
This calculation covered the Group’s entire loan book, representing 121 business sectors. The sectors the most affected
by the crisis include transport, automotive, retail, hotels, and tourism.
This methodology produced Stage 1 and Stage 2 expected credit losses of €553 million, after taking into account additional
provisions on the sectors deemed the most at risk in certain regions, as applicable.
For the Corporate & Investment Banking portfolio, a cost of risk sensitivity test was performed using the scenario of a
severe macro-economic crisis. This scenario notably included a decline in French GDP (by around 10% in 2020, followed
by a rebound of 5% in 2021) and harsh assumptions regarding the business line’s sectors of expertise: a slight rise in oil
prices back to their levels of early April 2020 and significant haircuts on real asset prices (of around 45% on airplanes and
around 15% on real estate, for example). In this scenario, the cost of risk in basis points for the Corporate & Investment
Banking business line over 2020 as a whole could match or slightly outstrip that recorded in the first quarter of 2020.

1.5.2.2

Fair value of financial assets impacted by the public health crisis

In view of the impact of the Covid-19 health emergency on the financial markets, the value of some products was affected
by illiquid markets in the first half of 2020.
Natixis’ Corporate & Investment Banking activities were exposed to significant adjustments on certain valuation inputs, for
example the “dividend” component:
• The suspension of dividend payments by many companies practically wiped out most short term dividends and was also
reflected in the consensus values used to revalue this component;
• As the stressed market environment generated wide fluctuations, the “volatility” input was also revalued for all
transactions concerned.
Natixis’ revenues in the first half of 2020 were directly impacted by this situation (loss of -€273 million).
Equity interests in unlisted private equity funds are valued according to the International Private Equity and Venture Capital
Valuation (IPEV) Guidelines, which are also recommended by Invest Europe. The value of Groupe BPCE’s holdings in
unlisted funds (around €3.3 billion) was subject to an in-depth review at June 30, 2020. Where no recent net asset value
(NAV) was provided by the asset management company, a haircut was applied to the latest NAV, using a sector-based
approach.
The value of investments in real estate funds was also reviewed in the first half of the year and, where applicable, a haircut
was applied to reflect the impact of the crisis on the value of the underlying assets.
These reviews of the value of private equity fund and real estate fund investments produced a loss in value estimated at
€140 million, recorded under “Net gains or losses on financial instruments at fair value through profit or loss”.

1.5.2.3

Goodwill

Although the Covid-19 health emergency represents a major event in an entity’s business environment, it does not in itself
constitute objective evidence of impairment. However, given how the health crisis is spreading to the real economy and
the financial markets, impairment tests were performed on the cash-generating units at June 30, 2020. These tests are
presented in Note 3.2. They led to the recognition of impairment of €10 million, recorded in “Share in income of associates”
in the consolidated income statement.
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1.5.2.4

Table summarizing the main impacts of the Covid-19 crisis

H1 2020

in millions of euros
Net banking income

-647

Revaluation of dividends on equity products
Value of unlisted assets
Other impacts on NBI (including CVA)
Cost of risk

-273
-140
-234
-780

Expected credit losses
Other impacts

-553
-227
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Note 2
2.1

Applicable accounting standards and comparability

REGULATORY FRAMEWORK

The consolidated financial statements of Groupe BPCE were prepared under International Financial Reporting Standards
(IFRS) as adopted by the European Union and applicable at the reporting date, excluding certain provisions of lAS 39
relating to hedge accounting.
This condensed half-year consolidated financial information at June 30, 2020, was prepared in line with IAS 34, “Interim
Financial Reporting”. The notes provided relate to the most significant events of the first half of the year and should
therefore be read in conjunction with the Group’s consolidated financial statements at December 31, 2019.
2.2

ACCOUNTING STANDARDS

The standards and interpretations used and detailed in the annual financial statements as at December 31, 2019 were
complemented by standards, amendments and interpretations whose application is mandatory for reporting periods
starting from January 1, 2020.
IFRS 9 replaced IAS 39 on January 1, 2018. It defines the new rules for classifying and measuring financial assets and
liabilities, the new impairment methodology for the credit risk of financial assets, and hedge accounting, except for macrohedging, which the International Accounting Standards Board (IASB) is currently studying in a separate draft standard.
Groupe BPCE used the option available in IFRS 9 not to apply the provisions of the standard relative to hedge accounting,
and to continue to apply IAS 39 as adopted by the European Union for the recognition of these transactions, i.e. excluding
certain provisions relating to macro-hedging. In view of the limited volume of asset reclassifications, most transactions
recognized using hedge accounting under IAS 39 continue to be disclosed in the same way from January 1, 2018.
However, IFRS 7 amended by IFRS 9 requires additional information on hedge accounting to be provided in the Notes.
On November 3, 2017, the European Commission adopted the amendment to IFRS 4 applying IFRS 9 “Financial
Instruments” with IFRS 4 “Insurance Contracts” with specific provisions for financial conglomerates, applicable since
January 1, 2018. European regulations therefore allow European financial conglomerates to opt to defer application of
IFRS 9 for their insurance activities until January 1, 2021 (effective date of new IFRS 17, Insurance Contracts), provided
they:
• do not transfer financial instruments between the insurance sector and other sectors of the conglomerate (with the
exception of financial instruments designated at fair value through profit or loss for the two sectors affected by the
transfer);
• indicate the insurance entities that apply IAS 39;
• disclose specific additional information in the notes to the financial statements.
At its meeting on March 17, 2020, the IASB decided to defer application of the standard by two years, as clarifications still
need to be given regarding key aspects of it. It also decided to defer the expiry of insurance companies’ temporary
exemption from IFRS 9 to January 1, 2023, to align it with the application of IFRS 17. An amendment was published on
June 25, 2020, providing improvements for the application of IFRS 17.
As Groupe BPCE is a financial conglomerate, it elected to apply this provision to its insurance businesses, which continue
to be covered by IAS 39. The main entities affected by this measure are CEGC, the insurance subsidiaries of COFACE,
Natixis Assurances, BPCE Vie and its consolidated funds, Natixis Life, BPCE Prévoyance, BPCE Assurances, BPCE
IARD, Muracef, Surassur, Prépar Vie and Prépar IARD.
In accordance with the Implementing Regulation of November 3, 2017, the Group took the necessary steps to prohibit any
transfer of financial instruments between its insurance sector and the rest of the Group that would lead to derecognition
for the transferring entity; this restriction is not, however, required for transfers of financial instruments measured at fair
value through profit or loss by the two sectors involved.
Regulation (EU) 2017/2395 dated December 12, 2017 relating to transitional arrangements for mitigating the impact of the
introduction of IFRS 9 on capital and for the large exposures treatment of certain public-sector exposures was published
in the Official Journal on December 27, 2017. Groupe BPCE has decided not to opt to neutralize IFRS 9 transitional impacts
at the prudential level due to the limited impact when applying the standard.

IFRS 16
IFRS 16 “Leases” replaced IAS 17 “Leases” and the interpretations related to the accounting of such contracts, applicable
from January 1, 2019.
At its meeting of November 26, 2019, the IFRS Interpretation Committee (IFRS IC) issued clarifications on the application
of IFRS 16 pertaining to the methods used to assess lease terms. The impacts of these methods are currently being
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analyzed. They may lead the Group to review its deployment of accounting principles as applied at June 30, 2020,
particularly for the determination of the terms of leases represented by commercial leases under French law.

Amendments to IAS 39 and IFRS 9: interest rate benchmark reform (phase 1)
In September 2019, the IASB published amendments to IFRS 9 and IAS 39 to provide relief for instruments eligible for
hedge accounting in the lead up to the interest rate benchmark reform (phase 1). These amendments were adopted by
the European Commission on January 16, 2020 and apply from January 1, 2020, with early adoption possible. Groupe
BPCE chose to apply the amendment early as of December 31, 2019.
The amendments allow for the following:
• transactions designated as cash flow hedges are considered “highly probable”, as it is assumed that the cash flows will
not change as a result of the reform;
• prospective assessments of fair value hedges and cash flow hedges are not affected by the reform, and in particular
hedge accounting can continue if retrospective assessment results are outside the 80%-125% range during the transition
period, while the ineffective portion of hedging relationships shall continue to be recognized in the income statement;
• hedged risk components determined using a benchmark rate are considered to be separately identifiable.
These amendments apply until the uncertainty arising from the reform is resolved or the hedging relationship is
discontinued.
Groupe BPCE considers that all its hedging agreements with a BOR or EONIA component are concerned by the reform
and therefore qualify for the amendments for as long as there is uncertainty as to the contractual changes required by
regulations or regarding the replacement benchmark to be used or the application period of temporary rates. Groupe
BPCE’s exposure primarily lies with its derivatives contracts and lending and borrowing contracts that use the EURIBOR,
EONIA or US LIBOR interest rates. Hedging transactions are described in Note 5.3 of the 2019 Universal Registration
Document.
Uncertainty arising from the benchmark rate reform and the organization set up at Groupe BPCE to address this matter
are described in Note 2.3. The degree of uncertainty regarding derivatives or hedged items indexed to the EURIBOR or
EONIA rates, which account for most of Groupe BPCE’s hedging activities, is less pronounced than the uncertainty
surrounding those indexed to the LIBOR.
The other standards, amendments and interpretations adopted by the European Union did not have a material impact on
the Group’s financial statements.

New standards published and not yet applicable
IFRS 17
IFRS 17 “Insurance Contracts” was published by the IASB on May 18, 2017 and will replace IFRS 4 “Insurance Contracts”.
Initially applicable on January 1, 2021, with a comparison at January 1, 2020, this standard was expected to come into
force from January 1, 2023. At its meeting on March 17, 2020, the IASB decided to defer its application by two years, as
clarifications still need to be given regarding key aspects of the standard. It also decided to defer the expiry of insurance
companies’ temporary exemption from IFRS 9 to January 1, 2023, to align it with the application of IFRS 17. An amendment
was published on June 25, 2020, providing improvements for the application of IFRS 17.
IFRS 17 establishes the principles of recognition, measurement, presentation and disclosure for the insurance contracts
and investment contracts with discretionary profit sharing provisions that fall within its scope.
Currently measured at historic cost, contract obligations shall be recognized at present value under IFRS 17. To that end,
insurance contracts will be measured based on their future cash flows, including a risk margin in order to factor in the
uncertainty relating to these cash flows. IFRS 17 also introduces the concept of contractual service margin. This represents
the insurer’s unearned profit and will be released over time as the services are rendered to the policyholder. The standard
demands a more detailed level of granularity in calculations as it requires estimates by group of contracts.
These accounting changes could modify the profile of insurance income (in particular for life insurance) and also introduce
greater volatility in income.
Groupe BPCE’s insurance entities have set up project teams to address the changes brought about by the standard and
are continuing their preparatory work. This work includes making decisions and documenting the choices made pertaining
to the standard, modeling, adapting systems and organizations, producing financial statements and the switchover
strategy, financial disclosures and change management.

Amendments to IAS 39 and IFRS 9: interest rate benchmark reform (phase 2)
On April 9, 2020, the IASB published a draft document addressing the replacement of benchmark interest rates with
alternative benchmarks (phase 2). The Exposure Draft seeks to amend provisions of IFRS 9, IAS 39? IFRS 7, IFRS 4 and
IFRS 16 regarding modifications of financial assets and financial liabilities (including lease liabilities), whether or not related
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to the enforcement of existing contractual clauses (i.e. fallback clauses), hedge accounting, and disclosures. The final
amendments, applicable from January 1, 2021, with early application possible, are expected to be published by the fourth
quarter of 2020. Groupe BPCE intends to adopt these amendments early, from December 31, 2020.
The Exposure Draft notably provides for the following:
• a practical expedient for modifications required by the benchmark reform, provided the new basis for determining the
contractual cash flows is economically equivalent to the previous basis. Such modifications would be accounted for by
applying a new effective interest rate (EIR) pursuant to IFRS 9 applicable to variable interest rates, with no immediate
impact on the income statement;
• relief measures intended to maintain hedging relationships when the benchmark rate of the hedged item or the hedge is
modified; for entities that continue to apply IAS 39, the draft provides for specific provisions covering the retrospective
assessment of hedge effectiveness;
• the possibility of designating as a hedged risk an exposure that is not separately identifiable at the amendment date but
which the company expects to meet the separately identifiable requirement within 24 months;
• disclosures in the notes to the financial statements, identifying:
− the nature and extent of risks arising from interest rate benchmark reform to which the entity is exposed
− progress in completing the transition to alternative benchmark rates, and how the transition is being managed.
2.3

USE OF ESTIMATES AND JUDGMENTS

Preparation of the financial statements requires Management to make estimates and assumptions in certain areas with
regard to uncertain future events.
These estimates are based on the judgment of the individuals preparing these financial statements and the information
available at the balance sheet date.
Actual future results may differ from these estimates.
With respect to the financial statements for the period ended June 30, 2020 in particular, accounting estimates requiring
assumptions were mainly used for the following measurements:
• the fair value of financial instruments determined on the basis of valuation models (Note 9);
• the amount of expected credit losses on financial instruments as well as on loan and guarantee commitments (Note 7.1);
• provisions recorded under liabilities in the balance sheet and more specifically the provision for regulated home savings
products and provisions for insurance policies (Note 8);
• calculations related to the cost of pensions and future employee benefits;
• deferred tax assets and liabilities (Note 10);
• goodwill impairment testing (Note 3.2).
Judgment must also be exercised to assess the business model and whether a financial instrument can be categorized as
SPPI. The procedures are described in the relevant paragraphs (Note 2.5.1).
The adoption of IFRS 16 led Groupe BPCE to extend its use of judgment to estimate the term of leases in order to recognize
the right of use of lease assets and to record lease liabilities.
Uncertainties arising from the Covid-19 crisis are described in Note 1.5.

Uncertainties over tax treatment for income tax
The Group reflects uncertainties regarding its tax treatment for income tax in its financial statements when it deems it
probable that the tax authority will not accept its treatment. To ascertain whether a tax position is uncertain and to assess
its effect on the amount of tax, the Group assumes that the tax authority will examine all amounts reported and have full
knowledge of all related information. It bases its judgment on administrative policy, case law and on the existence of any
corrections made by the administration relating to similar tax uncertainties. The Group revises the estimate of the amount
it expects to pay or recover from the tax authority due to tax uncertainties in the event of changes in the associated facts
and circumstances, as these changes may result from (including, but not limited to) changes in tax law, the expiry of a
statutory limitation period, or the outcome of audits and measures conducted by the tax authorities.
Brexit: withdrawal agreement effective as at January 31, 2020 and beginning of transition period
On June 23, 2016, the UK decided to leave the European Union (Brexit) following a referendum. After the triggering of
Article 50 of the treaty on European Union on March 29, 2017, the United Kingdom and the 27 other member countries of
the European Union gave themselves two years to prepare for the country’s effective withdrawal. The Brexit date was
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postponed three times and finally set at January 31, 2020. The UK Parliament approved the Brexit deal negotiated with
Brussels, which was ratified by the European Parliament on January 29, 2020. The transition period will run through
December 31, 2020, during which future trade agreements for goods and services will be negotiated while current
European rules continue to apply.
The political and economic consequences of Brexit are now dependent on the agreements that will be concluded in 2020,
bearing in mind that the European MPs already consider the timeline excessively tight.
Against this backdrop, Groupe BPCE has prepared for the various possible Brexit scenarios, and will keep a close eye on
the outcome of the negotiations, in order to incorporate them, where necessary, in the assumptions and estimates used in
preparing the consolidated financial statements. The risk of European regulations not recognizing UK clearing houses is
no longer a short term risk.

Uncertainties related to the application of certain provisions of the BMR
European Regulation (EU) 2016/1011 of June 8, 2016 on the indexes used as benchmarks (“the Benchmarks Regulation”
or “BMR”) introduces a common framework aimed at guaranteeing the accuracy and integrity of the indexes used as
benchmarks for financial instruments and contracts, or to measure the performance of investment funds within the
European Union.
The purpose of the Benchmarks Regulation is to regulate the provision of benchmarks, the provision of data underlying
benchmarks, and the use of benchmarks, within the European Union. It provides for a transition period for administrators,
who have until January 1, 2022 to be approved or registered. After this date, the use by entities supervised by the EU of
benchmarks whose administrators are not approved or registered (or, if they are not located in the EU, are not subject to
equivalent or otherwise recognized or approved regulations) will be prohibited.
Under the BMR, the interest rate benchmarks EURIBOR, LIBOR and EONIA have been declared critical.
Uncertainties relating to the definition of new benchmark rates in the euro zone were partially resolved in the first half of
2019. Work to propose new indexes has been completed for the EONIA, which will become an €STR tracker from October
1, 2019 to December 31, 2021. The €STR will replace the “recalibrated” EONIA beginning on January 1, 2022. A new
calculation approach aimed at transitioning to a hybrid methodology for the EURIBOR, which has been recognized by the
Belgian regulator as being consistent with the requirements laid down by the Benchmark regulation, was finalized in
November 2019. The valuation of Euribor-indexed contracts may also be affected by changes in the remuneration of
collateralization agreements (usually indexed to the EONIA).
In contrast, for the LIBOR, at this point alternative risk-free rates have been defined for the GBP, UK, CHF and Yen LIBOR.
However, work is still underway to propose structures which will be based on these alternative rates. Greater uncertainties
remain as regards transactions using the LIBOR Index.
In the first half of 2018, Groupe BPCE established a project team tasked with anticipating the impacts of the benchmark
reform, from a legal, commercial, financial and accounting viewpoint.
In 2019, work focused on the Euribor reform and the transition from Eonia to the €STR. In 2020, a more operational phase
began, focused on the transition and reducing exposures to the benchmark rates that are likely to disappear. This includes
the use of new indexes, addressing existing exposures and more active communications for the Bank’s clients.
From an accounting standpoint, amendments to IFRS 9, IAS 39 and IFRS 7 were published by the IASB in
September 2019 on hedge accounting. The amendments to IAS 39 and IFRS 9 have provided for exceptions applicable
temporarily to the requirements set out in these standards in terms of hedge accounting, while the amendments to IFRS 7
require, for hedging relationships to which these exceptions are applied, disclosures on the reporting entity’s exposure to
the IBOR reform, on how it manages the transition to alternative benchmark rates and on the major assumptions or
judgments that it used to apply these amendments. The IASB’s objective is to make it possible for entities to avoid
discontinuing hedging relationships as a result of the uncertainties associated with the IBOR reform.
On April 9, 2020, the IASB published a draft document addressing the replacement of benchmark interest rates with
alternative benchmarks. The Exposure Draft seeks to amend provisions of IFRS 9, IAS 39, IFRS 7, IFRS 4, and IFRS 16
regarding modifications of financial assets and financial liabilities (including lease liabilities), whether or not related to the
enforcement of existing contractual clauses (i.e. fallback clauses), hedge accounting, and disclosures.
2.4

PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS AND INTERIM REPORTING DATE

As no specific format is required under IFRS, the presentation used by the Group for summarized statements follows
Recommendation No. 2017-02 issued by the Autorité des Normes Comptables (ANC – French national accounting
standards authority) on June 2, 2017.
The consolidated financial statements are based on the financial statements at December 31, 2019. The Group’s
consolidated financial statements for the period ended June 30, 2020 were approved by the Management Board on July 31,
2020.
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The amounts presented in the financial statements and in the notes are shown in millions of euros, unless otherwise
indicated. Rounding may lead to differences between the amounts shown in the financial statements and those referred to
in the notes.
2.5

GENERAL ACCOUNTING PRINCIPLES AND MEASUREMENT METHODS

The general accounting principles set out below apply to the main items of the financial statements. Specific accounting
principles are presented in the Notes to which they refer.

2.5.1

Classification and measurement of financial assets

IFRS 9 is applicable to Groupe BPCE excluding the insurance subsidiaries, which continue to apply IAS 39.
On initial recognition, financial assets are classified at amortized cost, at fair value through other comprehensive income,
or at fair value through profit or loss, according to the type of instrument (debt or equity), the characteristics of their
contractual cash flows and how the entity manages its financial instruments (its business model).

Business model
The entity’s business model represents the way in which it manages its financial assets to produce cash flow. Judgment
is exercised to ascertain the business model.
The choice of business model must take into account all information regarding the manner in which cash flows were
generated in the past, along with all other relevant information.

For example:
• the way in which the performance of financial assets is assessed and presented to the main company directors;
• risks having an impact on the business model’s performance, in particular the way in which these risks are managed;
• the way in which directors are paid (for example, if pay is based on the fair value of assets under management or on the
contractual cash flows received);
• the frequency of, volume of and reason for sales.
Moreover, the choice of business model must be made at a level which reflects the way in which groups of financial assets
are managed collectively with a view to achieving a given economic objective. The business model is therefore not decided
on an instrument by instrument basis, but rather at a higher level of aggregation, by portfolio.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 95

The standard provides for three business models:
• a business model whose objective is to hold financial assets in order to receive contractual cash flows (“hold to collect
model”). This model, under which the concept of “holding” is relatively similar to holding to maturity, remains valid if
disposals occur under the following conditions:
− the disposals are due to an increase in credit risk,
− the disposals occur just before maturity and at a price that reflects the contractual cash flows that are still owed,
− other disposals may also be compatible with the hold to collect model’s objectives if they are infrequent (even if their
value is significant) or if their value is insignificant when considered both individually and overall (even if they are
frequent).
For Groupe BPCE, the hold to collect model applies to financing activities (excluding the loan syndication activity) carried
out by Retail Banking, Corporate & Investment Banking and Specialized Financial Services;
• a mixed business model under which assets are managed with the objective of both receiving contractual cash flows and
disposing of financial assets (“hold to collect and sell model”).
Groupe BPCE applies the hold to collect and sell model primarily to the portion of portfolio management activities for
securities in the liquidity reserve that is not managed solely under a hold to collect model.
• a model intended for other financial assets, especially those held for trading, for which the collection of contractual cash
flows is incidental. This business model applies to the loan syndication activity (for the portion of outstandings to be sold
that was identified at the outset) and to the capital market activities carried out primarily by Corporate & Investment
Banking.

Types of contractual cash flows: the SPPI (Solely Payments of Principal and Interest) test
A financial asset is classified as generating solely payments of principal and interest if, on specific dates, it gives rise to
cash flows that are solely payments of principal and interest on the outstanding amount due. The SPPI test should be
performed for each financial asset on initial recognition.
The principal amount is defined as the financial asset’s fair value at its acquisition date. Interest is the consideration for the
time value of money and the credit risk incurred on the principal amount, as well as other risks such as liquidity risk,
administrative costs and the profit margin.
The instrument’s contractual terms must be taken into account to assess whether contractual cash flows are solely
payments of principal and interest. All elements that may cast doubt as to whether only the time value of money and credit
risk are represented must therefore be analyzed. For example:
• events that would change the amount and date of the cash flows;
• any contractual option that creates risk exposure or cash flow volatility that is not consistent with a basic lending
arrangement, such as exposure to fluctuations in the price of stocks or of a market index, or the introduction of leverage,
would make it impossible to categorize contractual cash flows as SPPI;
• the applicable interest rate features (for example, consistency between the rate refixing period and the interest calculation
period;
• if a clear determination cannot be made through qualitative analysis, a quantitative analysis (a benchmark test) is carried
out. This test involves comparing the contractual cash flows for the asset in question with the contractual cash flows of a
benchmark asset;
• early redemption and extension conditions.
For the borrower or lender, a contractual option permitting prepayment of financial instruments does not violate the SPPI
test for contractual cash flows if the prepayment amount mainly represents the unpaid amounts of principal and interest
and, if applicable, a reasonable additional compensation for the early termination of the contract.
If a clear determination cannot be made through qualitative analysis, a quantitative analysis (a benchmark test) is carried
out. This test involves comparing the contractual cash flows for the asset in question with the contractual cash flows of a
benchmark asset.
Furthermore, although they do not strictly meet the criteria for compensation of the time value of money, certain assets
with a regulated interest rate are classified SPPI if this regulated rate provides consideration that corresponds substantially
to the passage of time and presents no exposure to a risk that would be inconsistent with a basic lending arrangement.
This is the case in particular for financial assets representing the portion of Livret A passbook savings account inflows that
is centralized with Caisse des Dépôts et Consignations.
Financial assets that generate SPPI are debt instruments such as fixed rate loans, floating rate loans without an interest
rate tenor mismatch or that are not linked to a security or to a market index, and fixed rate or floating rate debt securities.
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Non-SPPI financial assets include UCITS units, convertible bonds and mandatory convertible bonds with a fixed conversion
ratio and structured loans to local authorities.
To qualify as SPPI assets, the securities held in a securitization vehicle must meet specific conditions. The contractual
terms of the tranche must meet the SPPI criterion. The pool of underlying assets must meet the SPPI conditions. The risk
inherent in the tranche must be lower than or equal to the exposure to the vehicle’s underlying assets.
A non-recourse loan (e.g. infrastructure financing-type project financing) is a loan secured only by physical collateral. If
there is no possible recourse to the borrower, the structure of other possible recourses or protection mechanisms for the
lender in the event of default must be examined in order to categorize these loans as SPPI assets: acquisition of the
underlying asset, collateral provided (security deposits, margin call, etc.), enhancements provided.

Accounting categories
Debt instruments (loans, receivables or debt securities) may be measured at amortized cost, at fair value through other
comprehensive income recyclable to profit or loss or at fair value through profit and loss.
A debt instrument is valued at amortized cost if it meets the following two conditions:
• the asset is held under a hold to collect business model; and
• the contractual terms of the financial asset define it as generating SPPI within the meaning of the standard.
A debt instrument is valued at fair value through other comprehensive income if it meets the following two conditions:
• the asset is held under a hold to collect and sell business model; and
• the contractual terms of the financial asset define it as generating SPPI within the meaning of the standard.
Equity instruments are, by default, recorded at fair value through profit or loss unless they qualify for an irrevocable option
for valuation at fair value through other comprehensive income not recyclable to profit or loss (provided they are not held
for trading purposes and accordingly classified as financial assets at fair value through profit or loss), without subsequently
being reclassified through profit or loss. If opting for the latter category, dividends continue to be recognized in income.
All other financial assets are recorded at fair value through profit or loss. These financial assets include financial assets
held for trading, financial assets designated at fair value through profit or loss and non-SPPI assets. Financial assets may
only be designated at fair value through profit or loss in order to eliminate or significantly reduce an accounting mismatch.
This option enables the elimination of accounting mismatches stemming from the application of different valuation rules to
instruments managed under a single strategy.
Embedded derivatives are no longer recognized separately to their host contract when these are financial assets, such
that the entire hybrid instrument must now be recognized at fair value through profit or loss when it does not meet the SPPI
criterion.
For financial liabilities, the classification and measurement rules set out in IAS 39 are carried forward to IFRS 9 unchanged,
with the exception of those applicable to financial liabilities that the entity chooses to record at fair value through profit or
loss (fair value option), for which revaluation adjustments related to changes in own credit risk are recorded under gains
and losses recognized directly in other comprehensive income, without being subsequently reclassified through profit or
loss.
The provisions of IAS 39 on the derecognition of financial assets and liabilities remain unchanged in IFRS 9. The
amendment to IFRS 9 of October 12, 2017 clarified the treatment under IFRS 9 of modifications of liabilities recognized at
amortized cost if the modification does not result in derecognition: the profit or loss resulting from the difference between
the original cash flows and the modified cash flows discounted at the original effective interest rate shall be recognized in
profit or loss.

2.5.2

Transactions in foreign currencies

The method used to account for assets and liabilities relating to foreign currency transactions entered into by the Group
depends upon whether the asset or liability in question is classified as a monetary or a non-monetary item.
Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency of the Group
entity on whose balance sheet they are recognized, at the exchange rate prevailing at the balance sheet date. All resulting
foreign exchange gains and losses are recognized in income, except in two cases:
• only the portion of the foreign exchange gains and losses calculated based on the amortized cost of financial assets at
fair value through other comprehensive income is recognized in income, with any additional gains and losses being
recognized in “Gains and losses recognized directly in other comprehensive income”;
• foreign exchange gains and losses arising on monetary items designated as cash flow hedges or as part of a net
investment in a foreign operation are recognized in “Gains and losses recognized directly in other comprehensive
income”.
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Non-monetary assets carried at historic cost are translated using the exchange rate prevailing at the transaction date. Nonmonetary assets carried at fair value are translated using the exchange rate in effect at the date on which the fair value
was determined. Foreign exchange gains and losses on non-monetary items are recognized in profit or loss if gains and
losses relating to the items are recorded in profit or loss, and in “Gains and losses recognized directly in other
comprehensive income” if gains and losses relating to the items are recorded in “Gains and losses recognized directly in
other comprehensive income”.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 98

Note 3
3.1

Consolidation

CHANGES IN SCOPE OF CONSOLIDATION DURING THE FIRST HALF OF 2020

The main changes in the scope of consolidation during the first half of 2020 are presented below:

CHANGES IN THE OWNERSHIP INTEREST IN SUBSIDIARIES (WITH NO IMPACT ON CONTROL)
Change in the Group’s ownership interest in Natixis
Following a number of transactions in its own shares, the Group’s stake in Natixis stood at 70.6807% at June 30, 2020
(versus 70.6831% at December 31, 2019). The impact of this change on equity attributable to equity holders of the parent
was not material.

LOSS OF CONTROL
Change in the method of consolidation of Coface by Natixis
Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).

OTHER CHANGES IN SCOPE
Newly consolidated entities
Creation of the entity Loomis Sayles Operating Services LLC by Natixis in the second quarter of 2020. This entity provides
operational support for asset management activities (services, IT infrastructure).
Deconsolidated entities
• Liquidation of LuxEquip Bail SA, a lease finance subsidiary consolidated by Banque Populaire Alsace Lorraine
Champagne.
• Liquidation of SOCAMI du Sud-ouest, a mutual guarantee company consolidated by Banque Populaire Aquitaine Centre
Atlantique.
• Dissolution of Sopassure pending the creation of a new bancassurance entity incorporating CNP Assurances and
Banque Postale, at the end of 2019, BPCE and La Banque Postale signed a new agreement in their capacity as
shareholders of CNP Assurances (with stakes of 16.11% and 62.13% respectively). The new agreement, which expires
in 2030, led to the winding up in January 2020 of their joint holding company, Sopassure, without this having any impact
on Groupe BPCE’s percentage holding in CNP Assurances or its significant influence over this group.
Restructuring
NIM simplified the organizational structure of its asset management holding companies in the United States.
On January 1, 2020, Natixis U.S. Holdings, Inc. absorbed Natixis Investment Managers LLC, a holding company with a
non-material interest (1%) in Natixis Investment Managers L.P., a company whose remaining capital (99%) was wholly
owned by Natixis U.S. Holdings Inc.
As part of this transaction, Natixis U.S. Holdings Inc. was transformed into a limited liability company (LLC) and renamed
Natixis Investment Managers U.S. Holdings LLC.
On January 1, 2020, Natixis Investment Managers L.P. absorbed Natixis Investment Managers Holdings LLC, a holding
company with a non-material indirect interest (1% to 2%) in various US affiliates (including Loomis, Harris, AEW Capital
Management, Vaughan Nelson). The remaining capital in these affiliates was wholly owned by Natixis Investment
Managers L.P.
As part of this transaction, Natixis Investment Managers L.P. was transformed into a limited liability company (LLC) and
renamed Natixis Investment Managers LLC.
In the first quarter of 2020, Natixis ASG Holdings Inc. absorbed Alternative Strategies Group LLC, a wholly owned
subsidiary. Alternative Strategies Group LLC was previously the holding company of AlphaSimplex Group LLC, of which it
held all the capital.
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3.2

GOODWILL

3.2.1

Value of goodwill

in millions of euros

Opening net value
Acquisitions
Disposals (1)
Impairment

12/31/2019

4,665

4,489
233
(2)
(88)

(282)

Other changes
Foreign exchange rate adjustments

(7)

CLOSING NET VALUE
(1)

6/30/2020

4,376

(1)
34
4,665

The Disposals line includes the goodwill booked following the loss of control of Coface (see Note 1.3).

At June 30, 2020, gross goodwill stood at €4,844 million and total impairment came to -€468 million.
Certain goodwill items recognized in the United States give rise to tax amortization over 15 years, leading to a difference
between the carrying amount of the goodwill and its tax base. This difference in treatment generated a deferred tax liability
of €348 million at June 30, 2020, compared with €347 million at December 31, 2019.

Breakdown of goodwill
Carrying amount
6/30/2020
633
42
8
683
170
170
20
39

in millions of euros

Regional Banks (1)
Banque BCP France
Other
Retail Banking
Oney Bank
Other Networks
Financial Solutions and Expertise
Insurance
Equity interests (Coface) (2)
Payments
Retail Banking and Insurance
Asset & Wealth Management
Corporate & Investment Banking
TOTAL GOODWILL

137
1,048
3,187
141
4,376

12/31/2019
633
42
8
683
170
170
20
39
282
137
1,331
3,190
144
4,665

(1)

Regional banks: Banque de Savoie, goodwill carried by Banque Populaire du Sud (transfer of Banque Dupuy, de Parseval’s and Banque de Marze’s goodwill, postmerger), goodwill carried by Banque Populaire Aquitaine Centre Atlantique (transfer of CCSO – Pelletier’s goodwill, post-merger) and goodwill carried by Banque
Populaire Méditerranée (transfer of Banque Chaix’s goodwill, post-merger).
(2)

Including -€282 million corresponding to the cancellation of goodwill following the loss of control of Coface (see Note 1.3).

3.2.2

Goodwill impairment tests

Goodwill must be tested for impairment whenever there is evidence of impairment and at least once a year. The Covid-19
health emergency in the first half of 2020 does not in itself constitute evidence of impairment.
However, its negative consequences in terms of the Group’s results and budget forecasts justified the performance of
testing on all cash-generating units (CGUs) for the preparation of the interim financial statements at June 30, 2020.
Impairment tests consist in assessing each CGU’s recoverable value and comparing it with its carrying amount. A loss in
value is recorded in the income statement if the carrying amount of a CGU, including goodwill assigned to it, is higher than
its recoverable value.
Impairment tests were performed on all goodwill items due to the public health crisis. The calculation of values in use was
primarily based on discounting each CGU’s estimated future cash flows as identified in the business lines’ latest results
forecasts prepared in light of the crisis in the first half of 2020.
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Key assumptions used to calculate the recoverable value of the Retail Banking, Other Networks and
Financial Solutions and Expertise cash-generating units
The dividend discount method (DDM) (dividends distributable by the entity) was used for the Oney Bank and the Regional
Banks CGUs. The DCF (discounted cash flow) method was used for the Financial Solutions and Expertise (SEF) CGU.
The DDM model allows for the construction of a hypothetical sum of total distributable future cash flows while factoring in
regulatory constraints.
The following assumptions were used:
• Long-term growth rate of 2% for all banks and subsidiaries;
• Discount rate of 9.5% for Oney Bank and the SEF business line and 7.5% for the Regional Banks.
The discount rates were determined by factoring in the following:
• For the Oney Bank CGU, a weekly average of the 10-year OAT rate of return over a depth of 8 years, plus a risk premium
based on a sample of listed full-service banks;
• For the SEF CGU, a weekly average of the 10-year OAT rate of return over a depth of 8 years, plus a risk premium based
on a sample of listed full-service banks;
• For the Regional Banks CGU, a risk-free rate (10-year OAT) over a depth of eight years, plus a risk premium calculated
based on a sample of listed European banks with a similar banking business, while factoring in the specific characteristics
of these institutions.
No impairment was recorded at June 30, 2020 as a result of these tests.

Key assumptions used to calculate the recoverable value of the other CGUs
Value in use was calculated based on the present value of each CGU’s future cash flows (i.e. the discounted cash flow
method). The following assumptions were used:
• Estimated future cash flows: projections based on the business lines’ latest multi-annual results forecasts;
• Perpetual growth rate: the perpetual growth rate was lowered to 2.0% (from 2.5% previously) owing to the uncertainties
affecting all valuations;
• Discount rate: a different rate was applied to each CGU: 8.9% for Asset & Wealth Management (versus 9.1% at
December 31, 2019), 11.2% for Corporate & Investment Banking (versus 11.4% at December 31, 2019), 10.4% for
Insurance (versus 10.6% at December 31, 2019) and 6.9% for Payments (versus 6.9% at December 31, 2019).
The discount rates were determined by factoring in the following:
• For the Insurance and Payments CGUs, the 10-year OAT risk-free rate of return averaged over a depth of 10 years;
• For the Asset & Wealth Management and Corporate & Investment Banking CGUs, the average of the 10-year OAT and
the US 10-year, averaged over a depth of 10 years. A risk premium calculated from a sample of companies representative
of the CGU was then added to these rates.
For Corporate & Investment Banking, in an extremely uncertain environment (impact of the crisis on market and credit
activities, regulatory changes, etc.), in which a DCF valuation was deemed insufficient for this CGU at June 30, 2020, the
impairment test was rounded out by an earnings multiple valuation for the scope of the M&A activity (which bears all
goodwill at June 30, 2020), as this approach is more meaningful.
No impairment was recorded at June 30, 2020 as a result of these tests.
A 30 bp increase in discount rates (assumption based on the historical annual variability observed over one year using
2012-2019 historical data) combined with a 50 bp reduction in perpetual growth rates would reduce the value in use of
CGUs by:
• -9% for the Asset & Wealth Management CGU;
• -14% for the Corporate & Investment Banking CGU;
• -7% for the Insurance CGU;
• -10% for the Payments CGU.
This has no impact on the conclusions of the impairment test.
Similarly, the sensitivity of these CGUs’ future cash flows, as forecast in the business plan, to changes in the main
assumptions would not significantly affect their recoverable value:
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• For Asset & Wealth Management, a 10% decline in the equity markets (a uniform decline across all years) would have a
-5% negative impact on the CGU’s recoverable value and would not lead to the recognition of impairment; As regards
sensitivity, a stressed scenario in terms of business plans, for example affecting the contribution of affiliates, would not
lead to any impairment;
• For Corporate & Investment Banking, sensitivity to the dollar or to higher liquidity costs would have a limited impact on
net banking income and would not result in the recognition of impairment;
• For the Insurance CGU:
− The main vector of sensitivity for life insurance is interest rates and the financial markets but various steps are being
taken to reduce their impact (diversification of investments, reserves, hedging of equity positions, etc.). Accordingly,
the impact on the income statement is limited and would not significantly affect the CGU’s value;
− For non-life insurance, the main vector of sensitivity is the loss ratio, which is notably measured via the combined ratio.
Natixis’ strategic plan, New Dimension, sets this ratio at below 94%. A one-point deterioration in this ratio over all years
would lead to a limited decline of 3% in the value of the CGU, with no impact on impairment;
• For Payments, in terms of business activity, the division’s business model is diversified, with i) a historic payments
business line for the Groupe BPCE networks, posting a highly recurring business volume over the years (and strong
momentum in electronic payments) and ii) a portfolio of fintechs offering multiple products to Group and external
customers (book entry securities, merchant solutions, e-commerce, solutions for Works Councils, etc.). This business
model generates lower volatility in earnings trends.
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Note 4

Notes to the income statement

Key points
Net banking income (NBI) includes:
• interest income and expenses;
• fees and commissions;
• net gains or losses on financial instruments at fair value through profit or loss;
• net gains or losses on financial instruments at fair value through other comprehensive income;
• net gains or losses resulting from the derecognition of financial assets at amortized cost;
• net income from insurance businesses;
• income and expenses from other activities.
4.1

INTEREST AND SIMILAR INCOME AND EXPENSES

Accounting principles
Interest income and expenses are recognized in the income statement for all financial instruments measured at amortized
cost using the effective interest method, which include interbank and customer items, the portfolio of securities at amortized
cost, debt securities, subordinated debt and lease liabilities. This item also includes interest receivable on fixed income
securities classified as financial assets at fair value through other comprehensive income and hedging derivatives, it being
specified that accrued interest on cash flow hedging derivatives is taken to income in the same manner and period as the
accrued interest on the hedged item.
Interest income also consists of interest on non-SPPI debt instruments not held under a trading model as well as interest
on the related economic hedges (classified by default as instruments at fair value through profit or loss).
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument to obtain the net carrying amount of the financial asset or financial liability.
The effective interest rate calculation takes account of all transaction fees paid or received as well as premiums and
discounts. Transaction fees paid or received that are an integral part of the effective interest rate of the contract, such as
loan set-up fees and commissions paid to financial partners, are treated as additional interest.
The Group has chosen the following option to account for negative interest:
• when income from a financial asset debt instrument is negative, it is deducted from interest income in the income
statement;
• when income on a financial liability debt instrument is positive, it is deducted from interest expenses in the income
statement.
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H1 2020
Interest
income

in millions of euros

Loans to/borrowings from banks (1)
Loans to/borrowings from customers
Bonds and other debt securities held/issued

Interest
expenses

Net

Interest
income

Interest
expenses

Net

367

(146)

221

527

(378)

149

7,364

(1,917)

5,447

7,941

(2,325)

5,616

379

(1,873)

(1,494)

496

(2,216)

(1,720)

(319)

(319)

(332)

(332)

(9)

(9)

(13)

(13)

(4,264)

3,846

8,964

(5,264)

3,700

Subordinated debt
Lease liabilities
Total financial assets and liabilities at amortized cost
(excluding finance leases)
Finance leases

H1 2019

8,110
223

223

232

232

Debt securities

166

166

328

328

Financial assets at fair value through other comprehensive
income

166

166

328

328

TOTAL FINANCIAL ASSETS AND LIABILITIES AT AMORTIZED
COST AND AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME (2)

8,499

4,235

9,524

64

61

Non-standard financial assets not held for trading

(4,264)

64

Hedging derivatives
Economic hedging derivatives
TOTAL INTEREST INCOME AND EXPENSES

(5,264)

4,260
61

2,341

(2,381)

(40)

2,036

(2,259)

(223)

115

(21)

94

252

(157)

95

11,019

(6,666)

4,353

11,873

(7,680)

4,193

(1)

Interest income from loans and receivables with banks consists of €306 million in income (€366 million in the first half of 2019) collected on the Livret A, LDD and LEP
passbook savings accounts, which are deposited with Caisse des Dépôts et Consignations.
(2) Interest income related to financial assets carrying credit risk (S3) came to €221 million in the first half of 2020 (versus €227 million in the first half of 2019), of which
€220 million from financial assets at amortized cost (versus €223 million in the first half of 2019).

4.2

FEE AND COMMISSION INCOME AND EXPENSES

Accounting principles
Under IFRS 15 “Revenue from Contracts with Customers”, recognition of revenue from ordinary activities reflects the
transfer of control of goods and services promised to customers in an amount corresponding to the consideration that the
entity expects to receive in exchange for these goods and services. The recognition of this revenue calls for a five-step
approach:
• identification of contracts with customers;
• identification of specific performance obligations (or items) to be recognized separately from one another;
• determination of the overall transaction price;
• allocation of the transaction price to the various specific performance obligations;
• recognition of revenue when performance obligations are met.
This approach applies to contracts entered into by an entity with its customers, with the exception of leases (covered by
IFRS 16), insurance contracts (covered by IFRS 4) and financial instruments (covered by IFRS 9). If specific stipulations
relating to revenue or contract costs are given under a different standard, these will first be applied.
With regard to the Group’s activities, this method principally concerns the following:
• fee and commission income, notably that relating to banking services when this income is not included in the effective
interest rate, or that relating to asset management or financial engineering services;
• income from other activities (see Note 4.6), in particular for services included in leases.
As a result, fees and commissions are recorded based on the type of service rendered and on the method of accounting
for the financial instruments to which the service relates.
This line includes mainly fees and commissions receivable or payable on recurring services (payment processing, custody
fees, etc.) and occasional services (fund transfers, late payment penalties, etc.), fees and commissions receivable or
payable on execution of significant transactions, and fees and commissions receivable or payable on trust assets held or
managed on behalf of the Group’s customers.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 104

However, fees and commissions that form an integral part of the effective yield on a contract are recorded under “Net
interest income”.
Commissions on services

Commissions on services are analyzed to separately identify their different items (or performance obligations) and to assign
the appropriate share of revenues to each item. Each item is then recorded in the income statement by type of service
provided, and according to the method used to recognize the associated financial instrument:
• commissions payable or receivable on recurring services are deferred over the period in which the service is provided
(payment processing, custody fees, etc.);
• commissions payable or receivable on occasional services are recognized in full in income when the service is provided
(fund transfers, payment penalties, etc.);
• commissions payable or receivable on execution of a significant transaction are recognized in full in income on completion
of the transaction.
When there is some uncertainty about the amount of a commission (incentive fees in asset management, variable financial
engineering commissions, etc.), only the amount that the Group is already certain to receive, given the information available
at the closing date, is recognized.
Fees and commissions that form an integral part of the effective yield on an instrument, such as fees on loan commitments
given or loan set-up fees, are recognized and amortized as an adjustment to the effective interest rate over the estimated
term of the applicable loan. These fees and commissions are recognized as “Interest income” rather than “Fee and
commission income”.
Fiduciary and similar activities fees and commissions are those that result in assets being held or invested on behalf of
individual customers, pension schemes or other institutions. Trust management services mainly cover asset management
business and custody services on behalf of third parties.

H1 2020
in millions of euros

Cash and interbank transactions
Customer transactions
Financial services
Sales of life insurance products
Payment services
Securities transactions
Trust management services (1)
Financial instruments and off-balance sheet
transactions
Other fee and commission income/(expense)
TOTAL FEE AND COMMISSION INCOME AND
EXPENSES (2)

H1 2019

Income

Expenses

Net

Income

Expenses

Net

14
1,312
245
674
819
153
1,685

(19)
(17)
(95)
///
(258)
(118)
(5)

(5)
1,296
149
674
561
35
1,680

14
1,459
233
661
848
119
1,907

(21)
(18)
(297)
///
(304)
(67)
(3)

(7)
1,441
(64)
661
544
52
1,903

240

(227)

13

216

(104)

112

132

(122)

11

160

(286)

(127)

5,274

(861)

4,414

5,616

(1,101)

4,515

(1)

Of which performance fees in the amount of €71 million (€63 million for Europe and €8 million for North America) in the first half of 2020, compared with €170 million
(€158 million for Europe and €12 million for North America) in the first half of 2019.
(2) In the first half of 2019, Coface contributed net fees and commissions of -€65 million (+€30 million in income and -€95 million in expenses, primarily recorded under
Other).
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4.3

NET GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Accounting principles
This item includes gains and losses (including the related interest) from financial assets and liabilities classified as held for
trading or designated at fair value through profit or loss.
“Gains and losses on hedging transactions” include gains and losses arising from the revaluation of derivatives used as
fair value hedges, as well as gains and losses from the revaluation of the hedged item in the same manner, the revaluation
at fair value of the macro-hedged portfolio and the ineffective portion of cash flow hedges.

in millions of euros

Gains and losses on financial instruments mandatorily recognized at fair value through profit or loss (1)
Gains and losses on financial instruments designated at fair value through profit or loss
Gains and losses on financial assets designated at fair value through profit or loss
Gains and losses on financial liabilities designated at fair value through profit or loss
Gains and losses on hedging transactions
Ineffective portion of cash flow hedges (CFH)
Ineffective portion of fair value hedges (FVH)
Changes in fair value of fair value hedges
Changes in fair value of hedged items
Gains and losses on foreign exchange transactions
TOTAL NET GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

H1 2020

H1 2019

(892)
1,081
(38)
1,119
(10)
1
(11)
280
(291)
145

3,985
(2,613)
4
(2,617)
(42)
(9)
(33)
(1,074)
1,041
147

324

1,476

(1) In

the first half of 2020, “Gains and losses on financial instruments mandatorily recognized at fair value through profit or loss” included:
· Impairments taken against the fair value of CDS entered into with monoline insurers: an increase of €16 million was recorded for the first half of 2020 versus a decrease
of €4 million (income) for the first half of 2019 (excluding foreign exchange effects), bringing cumulative imp airment to €41 million at June 30, 2020 compared to €19
million at June 30, 2019;
· Changes in the fair value of derivatives, in the amount of -€113 million, arising from the increase in impairment for counterparty risk (Credit Valuation Adjustment – CVA),
in the amount of +€18 million due to the consideration of non-performance risk in the valuation of derivative financial liabilities (Debit Valuation Adjustment – DVA), and
in the amount of -€21 million due to the inclusion of an adjustment for funding costs (Funding Valuation Adjustment – FVA);
· Impairment on certain unlisted assets (see Note 1.5), representing €140 million.
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4.4

NET GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

Accounting principles
Financial assets at fair value through other comprehensive income include:
• SPPI debt instruments managed under a hold to collect and sell business model at fair value through other
comprehensive income recyclable to profit or loss. If they are sold, changes in fair value are taken to income;
• equity instruments at fair value through other comprehensive income not recyclable to profit or loss. In the event of
disposal, changes in fair value are not transferred to profit or loss but are taken directly to retained earnings. Only
dividends affect income when they correspond to a return on investment.
Changes in the value of SPPI debt instruments managed under a hold to collect and sell business model recognized at
fair value through other comprehensive income recyclable to profit or loss include:
• income and expenses recognized in net interest income;
• net gains or losses on derecognized debt financial assets at fair value through other comprehensive income;
• impairment/reversals recognized in “Cost of credit risk”;
• gains and losses recognized directly in other comprehensive income.

H1 2020
46
62

in millions of euros

Net gains or losses on debt instruments
Net gains or losses on equity instruments (dividends)
TOTAL GAINS OR LOSSES ON FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

4.5

H1 2019
19
119

108

138

NET GAINS OR LOSSES ARISING FROM THE DERECOGNITION OF FINANCIAL ASSETS AT AMORTIZED
COST

Accounting principles
This item includes net gains or losses on financial instruments at amortized cost arising from the derecognition of financial
assets at amortized cost (loans and receivables, debt securities) and financial liabilities at amortized cost.

Gains
6

in millions of euros

Loans or receivables due from banks
Loans or receivables due from customers

(3)

Debt securities
Gains and losses on financial assets at amortized cost

H1 2020
Losses

Net
6

9

6

(4)

(4)

Gains
63

H1 2019
Losses
(54)

Net
9

(3)

(3)

3

5

8

63

(57)

6

Amounts due to banks
Debt securities
Gains and losses on financial liabilities at amortized cost

(8)
18
11

50

20
20

(8)
(2)
(10)

50

(71)
(1)
(73)

(22)
(1)
(23)

TOTAL GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT AMORTIZED
COST

23

(5)

19

113

(130)

(17)
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4.6

INCOME AND EXPENSES FROM OTHER ACTIVITIES

Accounting principles
Income and expenses from other activities mainly include:
• income and expenses on investment property (rental income and expenses, gains and losses on disposals, depreciation,
amortization and impairment);
• income and expenses on operating leases;
• income and expenses on real estate development activities (revenues, purchases used).

Income

in millions of euros

H1 2020
Expenses

Net

Income

H1 2019
Expenses

Net

Income and expenses from real estate activities

4

(1)

3

3

(1)

Income and expenses from leasing transactions

89

(78)

11

76

(72)

2
4

Income and expenses from investment property

42

(37)

5

53

(30)

23

Other income and expenses

483

(303)

180

536

(447)

89

TOTAL INCOME AND EXPENSES FROM OTHER ACTIVITIES

618

(419)

199

668

(550)

118

Income and expenses from insurance businesses are presented in Note 8.

4.7

OPERATING EXPENSES

Accounting principles
Operating expenses include mainly payroll costs (wages and salaries net of rebilled amounts), social security charges, and
employee benefit expenses such as pension costs. Operating expenses also include the full amount of administrative
expenses and external service costs.

in millions of euros

Payroll costs
Taxes other than on income (1)
External services and other operating expenses
Other administrative costs
TOTAL OPERATING EXPENSES (2) (3)

H1 2020

H1 2019

(4,864)
(764)
(2,173)
(2,936)
(7,800)

(5,207)
(699)
(2,325)
(3,024)
(8,231)

(1)

Taxes other than on income include, in particular, the contribution to the SRF (Single Resolution Fund) for an amount of €39 9 million in the first half of 2020 (versus
€376 million in the first half of 2019) and the systemic risk tax for an amount of €20 million in the first half of 2020 (versus €19 million in the first half of 2019).
(2) In the first half of 2020, operating expenses included €133 million in transformation and restructuring costs.
(3) In the first half of 2019, Coface contributed -€234 million in operating expenses.

Contributions to bank resolution mechanisms

The terms and conditions governing the establishment of the deposit and resolution guarantee fund were amended by the
Ministerial Order of October 27, 2015. For the Deposit Guarantee Fund, the cumulative amount of contributions made to
the fund by the Group for deposit, collateral and securities guarantee mechanisms stands at €982 million. Contributions
(which are non-refundable in the event of a voluntary withdrawal of approval to operate) amount to €239 million.
Contributions paid in the form of partner or association certificates and cash security deposits, recognized as assets on
the balance sheet, total €743 million.
European directive 2014/59/EU (the Bank Recovery and Resolution Directive) which sets out a framework for the recovery
and resolution of banks and investment firms, and European Regulation 806/2014 (the Single Resolution Mechanism
(SRM) Regulation) set up a resolution fund from 2015. In 2016, this fund became a Single Resolution Fund (SRF) between
the Member States participating in the Single Supervisory Mechanism (SSM). The SRF is a resolution financing mechanism
available to the resolution authority (Single Resolution Board), which may use this fund when implementing resolution
procedures.
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The Single Resolution Board set the level of contributions for 2019 in accordance with Delegated Regulation 2015/63 and
Implementing Regulation 2015/81 supplementing the BRRD on ex-ante contributions to bank resolution financing
mechanisms. The amount of contributions paid by the Group totaled €470 million, of which €399 million recognized as an
expense and €70 million in cash security deposits recognized as assets on the balance sheet (15% of funds in cash security
deposits). The cumulative amount of contributions recognized as assets on the balance sheet totaled €330 million at June
30, 2020.

4.8

GAINS OR LOSSES ON OTHER ASSETS

Accounting principles
This item includes gains and losses on disposals of property, plant and equipment and intangible assets, as well as gains
and losses on disposals of consolidated investments in associates.

in millions of euros

Gains or losses on disposals of property, plant and equipment and intangible assets used in
operations
Gains or losses on disposals of consolidated investments
TOTAL GAINS OR LOSSES ON OTHER ASSETS

H1 2020

H1 2019

3

10

(245)
(242)

(38)
(29)

In the first half of 2020, gains or losses on disposals of consolidated investments included income from the disposal of
Coface (-€112 million) and provisions recorded for expected losses on the disposal of shares in Fidor (-€141 million).
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Note 5

5.1

Notes to the balance sheet

FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

Accounting principles
Financial assets and liabilities at fair value through profit or loss comprise instruments held for trading, including derivatives;
certain assets and liabilities that the Group chose to recognize at fair value at their date of acquisition or issue using the
fair value option available under IFRS 9; and non-SPPI assets.
Date of recognition

Securities are recorded in the balance sheet on the settlement-delivery date.
Temporary sales of securities are also recorded on the settlement/delivery date.
When such transactions are recorded under “Assets and liabilities at fair value through profit or loss”, the commitment is
recorded as an interest rate derivative.
The first-in, first-out (FIFO) method is applied to any partial disposals of securities, except in special cases.

5.1.1

Financial assets at fair value through profit or loss

Accounting principles
Financial assets at fair value through profit or loss are:
• financial assets held for trading, i.e. securities acquired or issued principally for the purpose of selling them in the near
term;
• financial assets that the Group has chosen to recognize at fair value through profit or loss at inception using the fair value
option available under IFRS 9. The qualifying criteria used when applying this option are described above;
• non-SPPI debt instruments;
• equity instruments measured by default at fair value through profit or loss (which are not held for trading purposes).
These assets are measured at fair value at the date of initial recognition and at each balance sheet date. Changes in fair
value over the period, interest, dividends, and gains or losses on disposals on these instruments are recognized in “Net
gains or losses on financial instruments at fair value through profit or loss”, with the exception of non-SPPI debt financial
assets whose interest is recorded in “Interest income”.
Financial assets in the trading book mainly include proprietary securities transactions, repurchase agreements and
derivative instruments contracted by the Group to manage its risk exposure.
Assets designated at fair value through profit or loss

IFRS 9 allows entities to designate financial assets at fair value through profit or loss on initial recognition. However, an
entity’s decision to do so may not be reversed.
Compliance with the criteria stipulated by the standard must be verified prior to any recognition of an instrument using the
fair value option.
This option may only be applied to eliminate or significantly reduce an accounting mismatch. Applying the option eliminates
accounting mismatches stemming from the application of different valuation rules to instruments managed under a single
strategy.
Financial assets in the trading book mainly include proprietary securities transactions, repurchase agreements and
derivative instruments contracted by the Group to manage its risk exposure.
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6/30/2020

12/31/2019

Financial assets
mandatorily recognized at
fair value through profit or
loss

in millions of euros

Treasury bills and equivalent
Bonds and other debt securities
Debt securities
Loans to banks excluding repurchase agreements
Customer loans excluding repurchase
agreements
Repurchase agreements (4)
Loans
Equity instruments
Trading derivatives (4)
Security deposits paid
TOTAL FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Financial
assets
considered
part of a
trading
activity

Financial
assets
designated
at fair value
Other
through
financial
profit or
assets (2) (3)
loss (1)

14,202

Financial assets
mandatorily recognized at
fair value through profit or
loss

Financial
assets
designated
at fair value
Other
through
financial
profit or
assets (2) (3)
loss (1)

Total

Financial
assets
considered
part of a
trading
activity

14,202

7,170

2

Total
7,172

10,533

6,854

5

17,392

10,804

6,647

43

17,495

24,735

6,854

5

31,594

17,975

6,649

43

24,667

20

2

22

13

69

2

84

3,163

3,139

3,315

61,370

6,454

4,599

61,370

80,921

7,762
80,921

64,509

3,335

2

67,846

85,533

3,232

2

88,767

29,210

1,960

///

31,170

40,928

2,063

///

42,991

52,619

///

///

52,619

47,552

///

///

47,552

17,900

///

///

17,900

14,790

///

///

14,790

188,973

12,149

7

201,129

206,777

11,945

45

218,767

(1) Only

in case of an accounting mismatch.
Consisting of non-SPPI assets that fall outside the scope of a trading activity including units of UCITS and private equity investment funds presented in b onds and other
debt securities (€5,759 million at June 30, 2020 versus €5,481 million at December 31, 2019). Loans to customers include, among others, certain structured loans to local
authorities. This category also includes equity instruments the Group decided not to recognize through other comprehensive in come for a total of €1,960 million at June
30, 2020 versus €2,063 million at December 31, 2019.
(3) The criteria used by Groupe BPCE to categorize financial assets at fair value through profit or loss if they do not meet the SPPI criterion are provided in Note 2.5.1.
(4) This information is presented in consideration of netting effects, in accordance with IAS 32 (see Note 5.13.1).
(2)

5.1.2

Financial liabilities at fair value through profit or loss

Accounting principles
These are financial liabilities held for trading or classified in this category on a voluntary basis at initial recognition using
the fair value option available under IFRS 9. The trading book includes liabilities arising from short-selling transactions,
repurchase agreements and derivative instruments. The qualifying criteria used when applying this option are described
above.
These liabilities are measured at fair value at the date of initial recognition and at each balance sheet date.
Fair-value variations over the period, interest, and gains or losses related to these instruments are booked as “Net gains
or losses on financial instruments at fair value through profit or loss”, except for fair value fluctuations attributable to the
change in own credit risk for financial liabilities at fair value through profit or loss, which have been booked, since January 1,
2016, in “Revaluation of own credit risk on financial liabilities designated at fair value through profit or loss” within “Gains
and losses recognized directly in other comprehensive income”. If the liability is derecognized before its maturity (early
redemption, for example), fair value gains or losses attributable to own credit risk are directly transferred to retained
earnings.
Financial liabilities designated at fair value through profit or loss

IFRS 9 allows entities to designate financial liabilities at fair value through profit or loss on initial recognition. However, an
entity’s decision to do so may not be reversed.
Compliance with the criteria stipulated by the standard must be verified prior to any recognition of an instrument using the
fair value option.
In practice, this option may be applied only under the specific circumstances described below:
Elimination of or significant reduction in an accounting mismatch

Applying the option eliminates accounting mismatches stemming from the application of different valuation rules to
instruments managed under a single strategy.
Harmonization of accounting treatment for management and performance measurement
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The option applies for liabilities managed and measured at fair value, provided that such management is based on a
formally documented risk management policy or investment strategy, and that internal monitoring also relies on a fair value
measurement.
Hybrid financial instruments containing one or more embedded derivatives

An embedded derivative is a component of a financial or non-financial hybrid (combined) instrument that qualifies as a
derivative. It must be separated from the host contract and accounted for as a derivative if the hybrid instrument is not
measured at fair value through profit or loss, and if the economic characteristics and risks associated with the derivative
are not closely related to those of the host contract.
The fair value option may be applied to a financial liability when the embedded derivative substantially modifies the cash
flows of the host contract and when the separate recognition of the embedded derivative is not specifically prohibited by
IFRS 9 (e.g. an early redemption option embedded in a debt instrument). The option allows the entire instrument to be
measured at fair value, and therefore avoids the need to extract, recognize or separately measure the embedded
derivative.
This accounting treatment applies in particular to some structured debt issues containing material embedded derivatives.
Financial liabilities in the trading book include liabilities arising from short-selling transactions, repurchase agreements and
derivative instruments.

Financial
liabilities
issued for
trading
in millions of euros

Short sales
Trading derivatives (1)
Interbank term accounts and loans
Customer term accounts and loans
Non-subordinated debt securities
Subordinated debt
Repurchase agreements (1)
Guarantee deposits received
Other
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE THROUGH
PROFIT OR LOSS

(1)

17,906
52,065

296
///
80,739
11,001
///
162,007

6/30/2020
Financial
liabilities
designated at
fair value
through
profit or loss
///
///
128
129
22,634
98
///
///
3,212
26,201

Total
17,906
52,065
128
129
22,930
98
80,739
11,001
3,212
188,208

12/31/2019
Financial
liabilities
Financial designated
liabilities at fair value
issued for
through
trading profit or loss
19,984
///
46,546
///
103
140
297
26,254
///
100
95,536
///
9,090
///
///
3,727
171,452

30,324

Total
19,984
46,546
103
140
26,550
100
95,536
9,090
3,727
201,776

This information is presented in consideration of netting effects, in accordance with IAS 32 (see Note 5.13.2).

These liabilities are measured at fair value on the reporting date with changes in value, including coupon, recorded in the
“Net gains or losses on financial instruments at fair value through profit or loss” line on the income statement, with the
exception of changes in fair value attributable to own credit risk associated with financial liabilities designated at fair value
through profit or loss, which are recognized in “Revaluation of own credit risk on financial liabilities recognized at fair value
through profit or loss” in accordance with IFRS 9.
Total revaluations attributable to own credit risk came to -€124 million at June 30, 2020, versus -€136 million at December
31, 2019. These revaluations relate mainly to debt securities.
Liabilities measured at fair value through profit or loss are mostly comprised of issues originated and structured by Natixis
for customers whose risks and hedges are managed together. These issues include embedded derivatives whose changes
in value are neutralized, except for those affected by own credit risk, by those of the derivative instruments with which they
are economically hedged.
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5.2

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Accounting principles
Financial assets at fair value through other comprehensive income are initially recognized at fair value, plus any transaction
costs.
Debt instruments measured at fair value through other comprehensive income that may subsequently be reclassified to profit
or loss

On the balance sheet date, these instruments are carried at their fair value and changes in fair value (excluding accrued
interest) are recorded under ”Gains and losses recognized directly in other comprehensive income recyclable to profit or
loss” (as the foreign currency assets are monetary assets, changes in the fair value of the foreign currency component
affect income). The principles used to determine fair value are described in Note 9.
These instruments are subject to IFRS 9 impairment requirements. Information about credit risk is provided in Note 7.1. If
they are sold, these changes in fair value are taken to income.
Interest income accrued or received on debt instruments is recorded under “Interest and similar income” using the effective
interest method. This method is described in Note 5.3 – Assets at amortized cost.
Equity instruments measured at fair value through other comprehensive income not recyclable to profit or loss

On the balance sheet date, these instruments are carried at their fair value and changes in fair value are recorded under
“Gains and losses recognized directly in other comprehensive income not recyclable to profit or loss” (as the foreign
currency assets are not monetary assets, changes in the fair value of the foreign currency component do not affect income).
The principles used to determine fair value are described in Note 9.
The designation at fair value through other comprehensive income not recyclable to profit or loss is an irrevocable option
that is applied on an instrument-by-instrument basis only to equity instruments not held for trading purposes. Realized and
unrealized losses continue to be recorded in other comprehensive income with no impact on income. These financial
assets are not impaired.
In the event of disposal, changes in fair value are not transferred to profit or loss but are taken directly to retained earnings.
Only dividends affect income when they correspond to a return on investment. They are recorded in “Net gains or losses
on financial instruments at fair value through other comprehensive income” (Note 4.4).

6/30/2020

in millions of euros

Loans and receivables
Debt securities

12/31/2019

16

45

49,356

41,497

Shares and other equity securities (1)

3,029

3,089

52,401

44,630

o/w impairment for expected credit losses (2)

(82)

(81)

o/w gains and losses recognized directly in other comprehensive income (before tax) (3)

247

495

– Debt instruments

219

350

– Equity instruments

28

145

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

(1)

Equities and other equity securities include strategic equity interests and certain long-term private equity securities. As these securities are not held for sale, their
classification as equity instruments designated at fair value through other comprehensive income is appropriate.
(2) Details are provided in Note 7.1.1.
(3) Including the portion attributable to non-controlling interests (-€8 million at June 30, 2020, compared with +€6 million at December 31, 2019).

Equity instruments designated at fair value through other comprehensive income

Accounting principles
Equity instruments designated at fair value through other comprehensive income can include:
• investments in associates;
• shares and other equity securities.
On initial recognition, equity instruments designated at fair value through other comprehensive income are carried at fair
value plus any transaction costs.
On following accounting dates, changes in the fair value of the instrument are recognized in other comprehensive income
(OCI).
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These changes in fair value that accrue to other comprehensive income will not be reclassified to profit or loss in
subsequent years (other comprehensive income not recyclable to profit or loss).
Only dividends are recorded in income when they fulfill the required conditions.

6/30/2020
Dividends
recognized over
Derecognition over
the period
the period

12/31/2019
Dividends
recognized over
Derecognition over
the period
the period

in millions of euros

Equity Fair value
instruments
at the Total profit or
Fair held at the end disposal
loss at the
value
of the period
date disposal date

Equity Fair value
instruments
at the Total profit or
Fair held at the end disposal
loss at the
value
of the period
date disposal date

Investments in associates
Shares and other equity securities

2,604
425

57
5

3

1

2,631
458

153
17

232
175

124
(14)

TOTAL

3,029

62

3

1

3,089

170

407

110

5.3

ASSETS AT AMORTIZED COST

Accounting principles
Assets at amortized cost are SPPI financial assets managed under a hold to collect business model. Most loans originated
by the Group are classified in this category. Information about credit risk is provided in Note 7.1.
Financial assets at amortized cost include loans and receivables due from banks and customers as well as securities at
amortized cost such as treasury bills and bonds.
Loans and receivables are initially recorded at fair value plus any costs and less any income directly related to the
arrangement of the loan or to the issue.
When loans are extended under conditions that are less favorable than market conditions, a discount corresponding to the
difference between the nominal value of the loan and the sum of future cash flows discounted at the market interest rate
is deducted from the nominal value of the loan. The market interest rate is the rate applied by the vast majority of local
financial institutions at a given time for instruments and counterparties with similar characteristics.
On subsequent balance sheet dates, these financial assets are measured at amortized cost using the effective interest
method.
The effective interest rate is the rate that exactly discounts estimated future cash flows (payments or receipts) to the
carrying amount of the loan at inception. This rate includes any discounts recorded in respect of loans granted at belowmarket rates, as well as any external transaction income or costs directly related to the implementation of the loans, which
are treated as an adjustment to the effective yield on the loan. No internal cost is included in the calculation of amortized
cost.
Loan renegotiations and restructuring

When contracts are modified, IFRS 9 requires the identification of financial assets that are renegotiated, restructured or
otherwise modified (whether or not as a result of financial hardship), but not subsequently derecognized. Any profit or loss
arising from the modification of a contract is recognized in income. The gross carrying amount of the financial asset must
be recalculated so it is equal to the present value of the renegotiated or amended contractual cash flows at the initial
effective interest rate. The materiality of the modifications is, however, analyzed on a case by case basis.
The treatment of loans restructured due to financial hardship is similar under IFRS 9 as under IAS 39: a discount is applied
to loans restructured following a credit loss event (impaired, Stage 3) to reflect the difference between the present value
of the contractual cash flows expected at inception and the present value of expected principal and interest repayments
after restructuring. The discount rate used is the original effective interest rate. This discount is expensed to “Cost of credit
risk” in the income statement and offset against the corresponding item on the balance sheet. It is written back to net
interest income in the income statement over the life of the loan using an actuarial method. If the discount is immaterial,
the effective interest rate on the restructured loan is adjusted and no discount is recognized.
The restructured loan is reclassified as performing (not impaired, Stage 1 or Stage 2) when no uncertainty remains as to
the borrower’s capacity to honor the commitment.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 114

For substantially restructured loans (for example, the conversion of all or part of a loan into an equity instrument), the new
instruments are booked at fair value. The difference between the carrying amount of the derecognized loan (or portion of
the loan) and the fair value of the assets received in exchange is taken to income under “Cost of credit risk”. Any impairment
previously recorded on the loan is adjusted and fully reversed if the loan is fully converted into a new asset.
The moratoria granted to business customers in response to temporary cash flow difficulties arising from the Covid-19
crisis modified these loans’ repayment schedules without substantially modifying their features. These loans were therefore
amended without being derecognized. In addition, the granting of the moratorium is not in itself an indication of financial
distress for the companies in question (see Note 1.5).
Fees and commissions

Costs directly attributable to the arrangement of loans are external costs which consist primarily of commissions paid to
third parties such as business provider fees.
Income directly attributable to the issuance of new loans principally comprises set-up fees charged to customers, rebilled
costs and commitment fees (if it is more probable than improbable that the loan will be drawn down). Commitment fees
received that will not result in any drawdowns are apportioned on a straight-line basis over the life of the commitment.
Expenses and income arising on loans with a term of less than one year at inception are deferred on a pro rata basis with
no recalculation of the effective interest rate. For floating or adjustable rate loans, the effective interest rate is adjusted at
each rate refixing date.
Date of recognition

Securities are recorded in the balance sheet on the settlement-delivery date.
Temporary sales of securities are also recorded on the settlement/delivery date.
The first-in, first-out (FIFO) method is applied to any partial disposals of securities, except in special cases.
For repurchase transactions, a loan commitment given is recorded between the transaction date and the settlementdelivery date.

5.3.1

Securities at amortized cost
6/30/2020

12/31/2019

Treasury bills and equivalent

16,327

15,734

Bonds and other debt securities

12,805

13,373

in millions of euros

Impairment for expected credit losses
TOTAL SECURITIES AT AMORTIZED COST

(177)

(185)

28,955

28,922

The fair value of securities at amortized cost is presented in Note 9.2.
The classification of outstanding loans and impairment for credit losses by impairment Stage is detailed in Note 7.1.

5.3.2

Loans and receivables due from banks and similar at amortized cost
6/30/2020

12/31/2019

Current accounts with overdrafts

5,647

6,713

Repurchase agreements

4,317

5,032

77,355

72,725

58

50

6,344

5,197

in millions of euros

Accounts and loans (1)
Other loans or receivables due from banks and similar
Security deposits paid
Impairment for expected credit losses
TOTAL LOANS AND RECEIVABLES DUE FROM BANKS

(51)

(61)

93,670

89,656

(1)

Livret A, LDD and LEP savings accounts centralized with Caisse des Dépôts et Consignations and recorded under “Accounts and loans” amounted to €73, 507 million at
June 30, 2020 versus €68,187 million at December 31, 2019.

The fair value of loans and receivables due from banks and similar is presented in Note 9.2.
The classification of outstanding loans and impairment for credit losses by impairment Stage is detailed in Note 7.1.
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5.3.3

Loans and receivables due from customers at amortized cost
6/30/2020

in millions of euros

Current accounts with overdrafts
Other facilities granted to customers
Loans to financial sector customers

12/31/2019

11,078

13,077

723,156

683,623

11,223

10,464

Short-term credit facilities (1)

109,723

83,877

Equipment loans

174,887

169,619

Home loans

372,368

365,788

Export loans

2,933

3,773

Repurchase agreements

8,484

6,566

19,198

18,309

560

536

23,779

24,690

4,669

8,635

Finance leases
Subordinated loans
Other loans
Other loans or receivables due from customers
Security deposits paid

408

732

Gross loans and receivables due from customers

739,311

706,067

Impairment for expected credit losses

(13,566)

(12,810)

TOTAL LOANS AND RECEIVABLES DUE FROM CUSTOMERS

725,745

693,257

(1)

State-guaranteed loans are included in short-term credit facilities and totaled €21.3 billion at June 30, 2020 (see Note 1.5).

The fair value of loans and receivables due from customers is presented in Note 9.2.
The classification of outstanding loans and impairment for credit losses by impairment Stage is detailed in Note 7.1.
5.4

ACCRUED INCOME AND OTHER ASSETS

in millions of euros

Collection accounts
Prepaid expenses

6/30/2020

12/31/2019

1,315

1,705

614

474

Accrued income

1,069

1,013

Other accruals

3,440

3,624

Accrued income and prepaid expenses

6,438

6,816

Settlement accounts in debit on securities transactions

163

186

Other obligors

15,735

17,324

Other assets

15,898

17,510

TOTAL ACCRUED INCOME AND OTHER ASSETS

22,336

24,326

5.5

NON-CURRENT ASSETS HELD FOR SALE AND ASSOCIATED LIABILITIES

Accounting principles
Where a decision is made to sell non-current assets and it is highly probable that the sale will occur within 12 months,
these assets are shown separately on the balance sheet on the “Non-current assets held for sale” line. Any liabilities
associated with these assets are also shown separately on the balance sheet on the “Liabilities associated with non-current
assets held for sale” line.
Once classified in this category, non-current assets are no longer depreciated/amortized and are measured at the lowest
of their carrying amount or fair value less sales costs. Financial instruments continue to be measured in accordance with
IFRS 9.
A non-current asset (or group of assets) is held for sale when its carrying amount is recovered by its sale. The asset (or
group of assets) must be immediately available for sale and it must be highly likely that the sale will be completed within
the next twelve months.
At December 31, 2019, “Non-current assets held for sale” and “Liabilities associated with non-current assets held for sale”
included the assets and liabilities of Banque Tuniso-Koweitienne, which are in the process of being sold.
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At June 30, 2020, the assets and liabilities of Banque Tuniso-Koweitienne were maintained in the lines “Non-current assets
held for sale” and “Liabilities associated with non-current assets held for sale”.
Fidor group’s assets and liabilities are also classified under IFRS 5 further to the disposal described in paragraph 1.3.
Lastly, under the agreement announced on February 25, 2020 regarding the disposal by Natixis of 29.5% of Coface’s
share capital (described in paragraph 1.3), this share of Coface’s capital, under sale to Arch Capital Group, is recorded in
“Non-current assets held for sale”.
Figures relating to the entities held for sale are shown below:
in millions of euros

Cash and amounts due from central banks
Financial assets at fair value through other comprehensive income
Loans and receivables due from banks and similar at amortized cost
Loans and receivables due from customers at amortized cost

6/30/2020

12/31/2019

1,029

15

58

47

58

72

308

403

Current tax assets

1

1

Deferred tax assets

11

10

32

10

Accrued income and other assets
Investments in associates

480

Investment property
Property, plant and equipment
Intangible assets
NON-CURRENT ASSETS HELD FOR SALE
Debt securities

17

12

6

6

26

2

2,027

578

74

29

Amounts due to banks and similar
Amounts due to customers
Deferred tax liabilities
Accrued expenses and other liabilities
Provisions
Subordinated debt

79
1,315
15
64
69
8

161
282
12
28
12
4

LIABILITIES ASSOCIATED WITH NON-CURRENT ASSETS HELD FOR SALE

1,624

528
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5.6

DEBT SECURITIES

Accounting principles
Issues of debt securities not classified as financial liabilities at fair value through profit or loss or through other
comprehensive income are initially recognized at fair value less any transaction costs. They are subsequently measured
at amortized cost at each balance sheet date using the effective interest method.
These instruments are recognized on the balance sheet under “Amounts due to banks”, “Amounts due to customers” or
“Debt securities”.
Debt securities are classified based on the nature of the underlying, with the exception of subordinated notes presented
under “Subordinated debt”.
Securities are recorded in the balance sheet on the settlement-delivery date.
The first-in, first-out (FIFO) method is applied to any partial disposals of securities, except in special cases.
Liabilities eligible for the numerator in the TLAC (Total Loss Absorbing Capacity) calculation are described in French law
and are commonly referred to as “senior non-preferred debt”. These liabilities rank between own funds and other senior
preferred debt.

in millions of euros
Bonds
Interbank market instruments and negotiable debt securities
Other debt securities that are neither preferred nor subordinated
Senior non-preferred debt
Total
Accrued interest
TOTAL DEBT SECURITIES

6/30/2020
132,684
81,584

12/31/2019
125,036
92,180

1,161

2,266

19,850
235,279
1,369
236,648

18,297
237,779
1,562
239,341

The fair value of debt securities is presented in Note 9.2.
5.7

AMOUNTS DUE TO BANKS AND SIMILAR, AND CUSTOMERS

Accounting principles
These liabilities, which are not classified as financial liabilities at fair value through profit or loss, are carried at amortized
cost under “Amounts due to banks” or “Amounts due to customers”.
Issues of debt securities (which are not classified as financial liabilities at fair value through profit or loss or through other
comprehensive income) are initially recognized at fair value less any transaction costs. They are subsequently measured
at amortized cost at each balance sheet date using the effective interest method.
These instruments are recognized on the balance sheet under “Amounts due to banks”, “Amounts due to customers” or
“Debt securities” (see Note 5.7).
Temporary sales of securities are recorded on the settlement/delivery date.
For repurchase transactions, a loan commitment received is recorded between the transaction date and the settlementdelivery date when such transactions are recorded as “Liabilities”.
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5.7.1

Amounts due to banks and similar

in millions of euros
Demand deposits
Repurchase agreements
Accrued interest
Amounts due to banks and similar – repayable on demand
Term deposits and loans
Repurchase agreements
Accrued interest
Amounts due to banks and similar – repayable at agreed maturity dates
Guarantee deposits received
TOTAL AMOUNTS DUE TO BANKS AND SIMILAR

6/30/2020
8,879
2,352
6
11,237
108,449
7,754
60
116,263
1,648
129,148

12/31/2019
9,389
2,446
5
11,840
59,631
3,968
(122)
63,476
1,336
76,653

The fair value of amounts due to banks and similar is presented in Note 9.2.

5.7.2

Amounts due to customers

in millions of euros
Current accounts
Livret A savings accounts
Regulated home savings products
Other regulated savings accounts
Accrued interest
Regulated savings accounts
Demand deposits and loans
Term accounts and loans
Accrued interest
Other customer accounts
Repurchase agreements
Other amounts due to customers
Guarantee deposits received
TOTAL AMOUNTS DUE TO CUSTOMERS

6/30/2020
257,016
100,377
80,504
95,869
1,397
278,147
15,586
60,300
1,430
77,316
6,560
1,861
16
620,916

12/31/2019
210,815
93,963
79,985
91,078
3
265,029
12,741
63,174
1,601
77,516
5,148
1,180
25
559,713

The fair value of amounts due to customers is presented in Note 9.2.

5.8

ACCRUED EXPENSES AND OTHER LIABILITIES
6/30/2020

12/31/2019

Collection accounts

3,345

2,534

Prepaid income

1,513

1,556

Accounts payable

2,855

2,663

Other accruals

5,579

5,878

13,292

12,631

in millions of euros

Accrued expenses and other liabilities
Settlement accounts in credit on securities transactions
Other accounts payable

618

601

14,048

15,797

Lease liabilities

1,643

1,848

Other liabilities

16,309

18,246

TOTAL ACCRUED EXPENSES AND OTHER LIABILITIES

29,601

30,877
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5.9

PROVISIONS

Accounting principles
Provisions other than those relating to employee benefit commitments and similar, regulated home savings products, offbalance sheet commitments, and insurance policies mainly consist of provisions for restructuring, claims and litigation,
fines and penalties, and tax risks (excluding income tax).
Provisions are liabilities for which the timing or amount is uncertain, but can be reliably estimated. They correspond to
current obligations (legal or implicit), resulting from a past event, and for which an outflow of funds will probably be
necessary to settle them.
The amount recognized in provisions is the best estimate of the expense required to extinguish the present commitment
at the balance sheet date.
Provisions are discounted when the impact of discounting is material.
Changes in provisions are recognized in the income statement on the lines corresponding to the nature of the future
expenditure.
Provisions on regulated home savings products

Regulated home savings accounts (Comptes d’Epargne Logement – CEL) and regulated home savings plans (Plans
d’Epargne Logement – PEL) are retail products marketed in France governed by the 1965 law on home savings plans and
accounts, and subsequent implementing decrees.
Regulated home savings products generate two types of commitments for the Group:
• a commitment to provide a loan to the customer in the future at a rate set on inception of the contract (for PEL products)
or at a rate contingent upon the savings phase (for CEL products);
• a commitment to pay interest on the savings in the future at a rate set on inception of the contract for an indefinite period
(for PEL products) or at a rate set on a half-yearly basis according to an indexing formula regulated by law (for CEL
products).
Commitments with potentially unfavorable consequences for the Group are measured for each generation of regulated
home savings plans and for all regulated home savings accounts.
A provision is recognized for the associated risks by discounting future potential earnings from at-risk outstandings:
• at-risk saving deposit outstandings correspond to the uncertain future level of savings for plans in existence at the date
the provision is calculated. This is estimated on a statistical basis for each future period taking account of historical
investor behavior patterns, and corresponds to the difference between the probable outstandings and the minimum
expected outstandings;
• at-risk loans correspond to the loan outstandings granted but not yet due at the calculation date plus statistically probable
loan outstandings based on historical customer behavior patterns as well as earned and future rights relating to regulated
home savings accounts and plans.
The commitments are estimated using the Monte Carlo method in order to reflect the uncertainty of future interest rate
trends and their impact on customer behavior models and at-risk outstandings. On this basis, a provision is recorded for a
given generation of contracts in the event of a situation liable to be detrimental for the Group, with no netting between
generations.
The provision is recognized under liabilities in the balance sheet and changes are recorded in net interest income and
expenses.
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in millions of euros

Provisions for employee benefit commitments

(2)

Provisions for restructuring costs

12/31/2019
2,184

Increase
65

Use
(76)

Reversals
unused
(45)

Other changes (1)
(190)

6/30/2020
1,937

261

4

(69)

(8)

(11)

177

1,302

43

(11)

(46)

(6)

1,281

Loan and guarantee commitments (4)

710

286

(3)

(232)

(24)

737

Provisions for regulated home savings products

579

30

Other operating provisions

1,120

196

(8)

(113)

(189)

1,005

TOTAL PROVISIONS

6,156

623

(168)

(447)

(420)

5,745

Legal and tax risks (3)

(1)

607

(1)

Other changes include revaluation differences for post-employment defined-benefit plans (€115 million before tax), a change in consolidation scope (€67 million) and
foreign exchange rate adjustments (€2 million).
(2) Including €1,780 million for post-employment defined-benefit plans and other long-term employee benefits.
(3) Provisions for legal and tax risks include €549 million for the net exposure to the Madoff fraud.
(4) Provisions for credit losses on loan and guarantee commitments given are detailed in Note 7.1.3.

5.10

SUBORDINATED DEBT

Accounting principles
Subordinated debt differs from other debt and bonds in that it will be repaid only after all the senior and unsecured creditors,
but before the repayment of participating loans and securities and deeply subordinated notes.
Subordinated debt which the issuer is obliged to repay is classified as debt and initially recognized at fair value less any
transaction costs. It is subsequently measured at amortized cost at each balance sheet date using the effective interest
method.

in millions of euros

Subordinated debt designated at fair value through profit or loss
SUBORDINATED DEBT AT FAIR VALUE THROUGH PROFIT OR LOSS

6/30/2020
100

12/31/2019
100

100

100

15,252

15,859

Perpetual subordinated debt

303

303

Mutual guarantee deposits

123

130

15,678

16,292

421

396

Term subordinated debt

Subordinated debt and similar
Accrued interest
Revaluation of the hedged component
SUBORDINATED DEBT AT AMORTIZED COST
TOTAL SUBORDINATED DEBT (1)

1,282

799

17,381
17,481

17,487
17,587

(1)

Including €289 million for the insurance entities at June 30, 2020, versus €672 million at December 31, 2019. Coface contributed -€389 million at December 31, 2019 (see
Note 1.3).

The fair value of subordinated debt is presented in Note 9.2.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 121

Changes in subordinated debt and similar during the year

in millions of euros

Subordinated debt designated at fair value
through profit or loss
SUBORDINATED DEBT AT FAIR VALUE
THROUGH PROFIT OR LOSS
Term subordinated debt
Perpetual subordinated debt
Mutual guarantee deposits

12/31/2019 Issuance (1)

Redemption (2)

Change in
consolidation
scope (5)

Other changes
(3)

100

100

100
15,859

6/30/2020

100
(170)

(393)

(44)

303

15,252
303

(7)

123

SUBORDINATED DEBT AT AMORTIZED COST (4)

16,292

130
(170)

(393)

(51)

15,678

SUBORDINATED DEBT AND SIMILAR

16,392

(170)

(393)

(51)

15,778

(1)

No redeemable subordinated notes were issued in the first half of 2020.
of subordinated loans and notes were due to the maturing of such borrowings.
Other changes mainly included the revaluation of debts subject to hedging, foreign exchange fluctuations and variations in intra-group securities held by Natixis
Funding for the purposes of market-making on Natixis’ debt on the secondary market.
(4) Excluding accrued interest and revaluation of the hedged component.
(5) Concerns Fidor group, Banque Tuniso-Koweitienne under IFRS 5 and Coface group, which is now accounted for by the equity method (see Note 5.5).
(2) Redemptions
(3)

Deeply subordinated notes qualifying as equity instruments are presented in Note 5.11.2.

5.11

ORDINARY SHARES AND EQUITY INSTRUMENTS ISSUED

Accounting principles
Financial instruments issued by the Group qualify as debt or equity instruments depending on whether or not the issuer
has a contractual obligation to deliver cash or another financial asset to the holder of the instrument, or to exchange the
instrument under conditions that are potentially unfavorable to the Group. This obligation must arise from specific
contractual terms and conditions, not merely economic constraints.
In addition, when an instrument qualifies as equity:
• its remuneration impacts equity. However, in accordance with the amendment to IAS 12 of December 2017, which
applies from January 1, 2019, the tax consequences of dividend payments can be recognized in retained earnings, gains
and losses recognized directly in other comprehensive income, or in income, depending on the source of the amounts
paid. Accordingly, when the payment corresponds to the notion of a dividend within the meaning of IFRS 9, the tax
consequence is taken to income. This rule applies to interest on perpetual deeply subordinated notes, which is treated
as a dividend for accounting purposes;
• it cannot be an underlying instrument eligible for hedge accounting;
• if the issue is in a foreign currency, the instrument is fixed at its historical value resulting from its conversion to euros at
its initial date of transfer to equity.
Finally, when these instruments are issued by a subsidiary, they are included in “Non-controlling interests”. When their
remuneration is of a cumulative nature, it is charged to “Income attributable to equity holders of the parent” and increases
the income of “Non-controlling interests”. However, when their remuneration is not of a cumulative nature, it is drawn from
retained earnings attributable to equity holders of the parent.
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5.11.1 Cooperative shares

Accounting principles
IFRIC 2 “Members’ Shares in Cooperative Entities and Similar Instruments” clarifies the provisions of IAS 32. In particular,
it stipulates that the contractual right of the holder of cooperative shares in cooperative entities to request redemption does
not, in itself, automatically give rise to an obligation for the issuer. Rather, the entity must consider all of the terms and
conditions of the financial instrument in determining its classification as a debt or equity.
Based on this interpretation, cooperative shares are classified as equity if the entity has an unconditional right to refuse
redemption of the cooperative shares or if local laws, regulations or the entity’s articles of association unconditionally
prohibit or curtail the redemption of cooperative shares.
Based on the existing provisions of the Group’s articles of association relating to minimum capital requirements,
cooperative shares issued by the Group are classified as equity.
As the local savings companies (LSCs) are considered to be fully consolidated structured entities, their consolidation
impacts retained earnings.

At June 30, 2020, share capital is broken down as follows:
• €10,835 million in cooperative shares fully subscribed for by the cooperative shareholders of the Banques Populaires
(compared to €10,502 million at January 1, 2020);
• €12,404 million in cooperative shares fully subscribed for by the cooperative shareholders of the Caisses d’Epargne
(compared to €12,404 million at January 1, 2020).
Since January 1, 2020, the Banques Populaires and the Caisses d’Epargne have carried out capital increases of
€333 million (€3,227 million in 2019), resulting in an increase in “Share capital” and “Additional paid-in capital.” The
shareholders’ equity of the local savings companies is also included in “Retained earnings” after the elimination of the
Caisses d’Epargne cooperative shares held. The redemption of cooperative shares by the local savings companies since
January 1, 2020 resulted in a decrease in retained earnings of -€130 million.

At June 30, 2020, additional paid-in capital is broken down as follows:
• €949 million linked to cooperative shares subscribed for by the cooperative shareholders of the Banques Populaires;
• €2,885 million linked to cooperative shares subscribed for by the cooperative shareholders of the Caisses d’Epargne.

5.11.2 Perpetual deeply subordinated notes classified as equity

At June 30, 2020, Groupe BPCE had no more deeply subordinated notes classified in equity.

5.12

NON-CONTROLLING INTERESTS

5.12.1 Material non-controlling interests
At June 30, 2020, material non-controlling interests with regard to the Group’s shareholders’ equity mainly comprise the
share of non-controlling interests in Natixis group, non-controlling interests within Natixis group (including H20) and the
share of non-controlling interests in Oney Bank.
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5.12.2 Transactions modifying the share of non-controlling interests in retained earnings
H1 2020
H1 2019
Attributable to Attributable to Attributable to Attributable to
equity holders non-controlling equity holders non-controlling
of the parent
interests of the parent
interests

in millions of euros
Put options on non-controlling interests
Acquisitions
Revaluations and others
Change in ownership interests with no change of control
(1) (2)

27

11

(9)
(11)

(4)
(5)

174

(165)

(19)

(50)

Loss of control of Coface
Disposal of Natixis’ former SFS business line entities to BPCE SA

(53)

Other

15

TOTAL IMPACT OF ACQUISITIONS AND DISPOSALS ON NON-CONTROLLING
INTERESTS

(1,196)
(248)

163

8
(1,342)

(8)
(295)

241
(31)
151

(1) Non-controlling

interests principally include the impact of the loss of control of Coface, for -€1,174 million.
Equity includes the impact of the recycling to income of unrealized reserves on available-for-sale assets (-€55 million attributable to equity holders of the parent
and -€23 million attributable to non-controlling interests) and foreign exchange rate adjustments (+€2 million attributable to equity holders of the parent and +€1 million
attributable to non-controlling interests) due to the loss of control of Coface (see Note 1.3).
(2)

5.13

OFFSETTING OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Accounting principles
Financial assets and liabilities were offset on the balance sheet in accordance with IAS 32. Under this standard, a financial
asset and financial liability are offset and a net balance is recorded in the balance sheet if and only if:
• the Group has the legally enforceable right to offset the recorded amounts; and
• it has the intention either to settle the net amount or to simultaneously realize the asset and settle the liability.
Within Groupe BPCE, most offset amounts are the result of repurchase agreements and derivatives transactions largely
carried out by Natixis with clearing houses, which meet the requirements of IAS 32:
• for OTC derivatives, this involves the effects of the currency offset between asset valuations and liability valuations of
the derivatives;
• for asset switch transactions that have similar nominal amounts and identical maturities and currencies, the Group
presents them as a single financial asset or liability;
• for listed derivatives, the positions recorded under the respective asset and liability items for:
− index options and futures options are offset by maturity and by currency,
− equity options are offset by ISIN code and maturity date;
• for repurchase agreements, the amount recorded in the balance sheet corresponds to the net value of repurchase and
reverse repurchase agreements that:
− are entered into with the same clearing house,
− have the same maturity date,
− have the same depositary (unless the depositary uses the T2S platform),
− are denominated in the same currency,
− represent asset switch transactions that have similar nominal amounts and identical maturities and currencies, the
Group presents these as a single financial asset or liability.
At June 30, 2020, over-the-counter derivatives traded by Natixis with the clearing houses LCH Clearnet Ltd, Eurex Clearing
AG and CME Clearing are not subject to netting within the meaning of IAS 32, but are settled daily (application of the Settle
to Market principle as provided for by these three clearing houses, which treats margin calls as daily settlement for
derivatives instead of collateral).
Financial assets and liabilities under netting agreements may only be offset if they meet the restrictive netting criteria set
by IAS 32.
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Offsetting may not be performed for derivatives or OTC repurchase agreements subject to master agreements that do not
meet the net settlement criteria or where the realization of a simultaneous settlement of the asset and liability cannot be
demonstrated or for which the offsetting right can only be exercised in the event of default, insolvency or bankruptcy by
one of the parties to the agreement. However, the impact of such agreements in terms of reducing the exposure is
presented in the second table.
For these instruments, the “Related financial assets and financial instruments received as collateral” and “Related financial
liabilities and financial instruments pledged as collateral” columns include in particular:
• for repurchase agreements:
− loans or borrowings resulting from reverse repurchase agreements with the same counterparty, and securities
pledged or received as collateral (for the fair value of said securities),
− margin calls in the form of securities (for the fair value of said securities);
• for derivatives, the fair values of reverse transactions with the same counterparty, as well as margin calls in the form of
securities.
Margin calls received or paid in cash are shown in “Margin calls received (cash collateral)” and “Margin calls paid (cash
collateral)”.

5.13.1 Financial assets
Impact of offsetting on financial assets under netting agreements in the balance sheet

Gross
amount of
financial
assets (1)
69,505
78,877
148,382

in millions of euros

Derivatives (trading and hedging)
Repurchase agreements
Financial assets at fair value
Repurchase agreements
(portfolio of loans and receivables)
TOTAL
(1)

6/30/2020
Gross
amount of Net amount
financial
of financial
liabilities
assets
offset in the recognized in
balance the balance
sheet
sheet
5,593
63,912
17,507
61,370
23,100
125,282

17,805
166,187

5,004
28,103

12,801
138,083

12/31/2019
Gross
amount of
financial
Gross
liabilities
amount of offset in the
financial
balance
assets
sheet
88,653
31,815
101,531
20,610
190,184
52,425
12,698
202,882

Net amount
of financial
assets
recognized in
the balance
sheet
56,838
80,921
137,759

1,100
53,525

11,598
149,357

Includes the gross amount of financial assets offset or covered by a master netting or similar arrangement and financial assets not subject to any agreement.

Impact of netting agreements on financial assets not recognized in the financial statements

in millions of euros

Derivatives (trading and
hedging)
Repurchase agreements
TOTAL
(1)

6/30/2020
Net amount
Related
of financial
financial
assets liabilities and
recognized
financial Margin calls
in the instruments
received
balance
received as
(cash
sheet collateral (1)
collateral)
63,912
74,171
138,083

40,662
72,409
113,071

8,016
155
8,171

12/31/2019
Net amount
Related
of financial
financial
assets liabilities and
recognized
financial Margin calls
in the instruments
received
Net
balance
received as
(cash
exposure
sheet
collateral
collateral)
15,234
1,607
16,841

56,838
92,519
149,357

39,195
88,309
127,504

5,757
90
5,847

Net
exposure
11,886
4,120
16,006

Including collateral received in the form of securities.

The net exposure does not reflect the accounting position, because it takes into account the reduced exposure arising from
agreements that do not meet the restrictive netting criteria set by IAS 32.
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5.13.2 Financial liabilities
Impact of offsetting on financial liabilities under netting agreements in the balance sheet

Gross
amount of
financial
liabilities (1)
74,383
98,245
172,628

in millions of euros

Derivatives (trading and hedging)
Repurchase agreements
Financial liabilities at fair value
Repurchase agreements
(liabilities portfolio)
TOTAL
(1)

6/30/2020
Gross
amount of Net amount
financial
of financial
assets offset
liabilities
in the recognized in
balance the balance
sheet
sheet
5,589
68,794
17,507
80,738
23,096
149,532

21,674
194,302

5,004
28,100

16,670
166,202

Gross
amount of
financial
liabilities
93,429
116,146
209,575
12,662
222,237

12/31/2019
Gross
amount of Net amount
financial
of financial
assets offset
liabilities
in the recognized in
balance the balance
sheet
sheet
31,815
61,614
20,610
95,536
52,425
157,150
1,100
53,525

11,562
168,712

Includes the gross amount of financial assets offset or covered by a master netting or similar arrangement and financial assets not subject to any agreement.

Impact of netting agreements on financial liabilities not recognized in the financial statements

in millions of euros

Derivatives (trading and
hedging)
Repurchase agreements
TOTAL
(1)

Net amount
of financial
liabilities
recognized
in the
balance
sheet

6/30/2020
Related
financial
assets and
financial
Margin
instruments
calls paid
pledged as
(cash
collateral (1)
collateral)

68,794
97,408
166,202

42,372
91,295
133,667

18,621
18,621

Net amount
of financial
liabilities
recognized
in the
Net
balance
exposure
sheet
7,801
6,113
13,914

61,614
107,098
168,712

12/31/2019
Related
financial
assets and
financial
Margin
instruments
calls paid
pledged as
(cash
collateral collateral)
39,705
101,652
141,357

11,847
74
11,921

Net
exposure
10,062
5,372
15,434

Including collateral received in the form of securities.

The net exposure does not reflect the accounting position, because it takes into account the reduced exposure arising from
agreements that do not meet the restrictive netting criteria set by IAS 32.
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Note 6

Commitments

Accounting principles
Commitments are materialized by the existence of a contractual obligation and are binding.
It must not be possible for commitments included in this item to be deemed financial instruments falling within the scope
of IFRS 9 for classification and measurement purposes. However, loan commitments and guarantees given are covered
by IFRS 9 provisioning rules, as set out in Note 7.
The effects of the rights and obligations covered by such commitments must be subject to the occurrence of conditions or
subsequent transactions. Commitments are broken down into:
• loan commitments (confirmed credit facilities or refinancing agreements);
• guarantee commitments (off-balance sheet commitments or assets received as collateral).
The amounts shown correspond to the nominal value of commitments given.
6.1

LOAN COMMITMENTS
6/30/2020

in millions of euros

12/31/2019

Loan commitments given to:
- banks
- customers
Credit facilities granted
Other commitments
TOTAL LOAN COMMITMENTS GIVEN

1,033

1,328

141,889

135,184

132,409

125,649

9,481

9,535

142,922

136,512

32,045

56,020

Loan commitments received from:
- banks
- customers
TOTAL LOAN COMMITMENTS RECEIVED

6.2

1,195

1,989

33,240

58,009

6/30/2020

12/31/2019

GUARANTEE COMMITMENTS

in millions of euros

Guarantee commitments given to:
- banks
- customers

(1)

TOTAL GUARANTEE COMMITMENTS GIVEN

7,811

6,724

32,899

35,607

40,710

42,331

Guarantee commitments received from:
- banks

22,905

23,538

- customers

166,204

147,038

TOTAL GUARANTEE COMMITMENTS RECEIVED

189,109

170,576

(1)

Guarantees given by CEGC in connection with its activity are treated as insurance policies for accounting purposes, in accordance with IFRS 4 “Insurance contracts”. They
are recorded on the liabilities side of the balance sheet and are not included in guarantees given to customers shown in the table above.

Guarantee commitments are off-balance sheet commitments.

GUARANTEES ISSUED TO UCITS BY NATIXIS
Natixis guarantees the capital and/or returns on units in certain UCITS. The guarantees are only enforced if, on the maturity
date, the net asset value of each unit is below the guaranteed net asset value. Special research was conducted, resulting
in the accounting recognition of these guarantees as derivatives subject to measurement at fair value in accordance with
the provisions of IFRS 13 from the 2019 financial year.
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Note 7

Exposure to risks

The risk exposures reported below include credit risk, market risk, overall interest rate risk, foreign exchange risk and
liquidity risk.
Information relating to capital management and regulatory ratios is presented in the Risk Management section.
Information on financial assets with past due payments and remodeling due to financial difficulties is provided in the section
on “Credit Risk” in Chapter 6 “Risk Management”.
Information on liquidity risk (analysis of financial assets and liabilities and commitments by contractual maturity date) is
provided in the section on “Liquidity, Interest Rate and Exchange Rate Risks” in Chapter 6 “Risk Management”.
7.1

CREDIT RISK AND COUNTERPARTY RISK

Key points
Credit risk is the risk that one party to a financial transaction fails to fulfill his obligations, causing the other party to incur a
financial loss.

Certain disclosures relating to risk management required by IFRS 7 are also provided in the risk management report. They
include:
• the breakdown of gross exposure by category and approach (separation of credit and counterparty risk);
• the breakdown of gross exposure by geographic region;
• concentration of credit risk by borrower;
• the breakdown of exposure by credit rating.
This information forms an integral part of the financial statements certified by the Statutory Auditors.

7.1.1

Cost of credit risk

Accounting principles
Cost of risk applies to debt instruments classified as financial assets at amortized cost or at fair value through other
comprehensive income recyclable to profit or loss, as well as to loan commitments and financial guarantees given that are
not recognized at fair value through profit or loss. It also applies to receivables relating to leasing contracts, business loans
and contract assets.
This item therefore covers net impairment and provision charges for credit risk.
Credit losses related to other types of instruments (derivatives or securities designated at fair value through profit or loss)
recorded as a result of counterparty default are also included under this item.
Irrecoverable loans not covered by provisions for impairment are loans that are permanently lost before being provisioned
in Stage 3.

Cost of credit risk for the period
in millions of euros

Net charge to provisions and provisions for impairment
Recoveries of bad debts written off
Irrecoverable loans not covered by provisions for impairment
TOTAL COST OF CREDIT RISK

H1 2020

H1 2019

(1,459)

(577)

32

31

(57)

(74)

(1,484)

(620)
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Cost of credit risk for the period by type of asset
in millions of euros

H1 2020

H1 2019

Interbank transactions

(30)

(9)

Customer transactions

(1,443)

(581)

Other financial assets
TOTAL COST OF CREDIT RISK

(11)

(30)

(1,484)

(620)

This item also includes impairment charges recognized when there is a known risk of counterparty default on financial
instruments traded over-the-counter and recorded as financial assets at fair value through profit or loss, for €22 million in
the first half of 2020.

7.1.2

Change in gross carrying amounts and expected credit losses on financial assets
and commitments

Accounting principles
General principles

Expected credit losses are represented by impairments of assets classified at amortized cost and at fair value through
other comprehensive income, and by provisions for loan and guarantee commitments.
The financial instruments concerned (see Note 7.1.1) are impaired or covered by a provision for expected credit losses
(ECL) as of the date of initial recognition.
When the financial instruments do not individually show objective evidence of loss, impairment or provisions for expected
credit losses are measured based on past losses and reasonable and justifiable discounted future cash flow forecasts.
Financial instruments are divided into three categories (Stages) depending on the increase in credit risk observed since
initial recognition. A specific credit risk measurement method applies to each category of instrument:
Stage 1 (S1)
• these are performing loans for which credit risk has not increased materially since the initial recognition of the financial
instrument;
• the impairment or the provision for credit risk corresponds to 12-month expected credit losses;
• interest income is recognized in income using the effective interest method applied to the gross carrying amount of the
instrument before impairment.
Stage 2 (S2)
• performing loans for which credit risk has increased materially since the initial recognition of the financial instrument are
transferred to this category;
• the impairment or the provision for credit risk is determined on the basis of the financial instrument’s lifetime expected
credit losses;
• interest income is recognized in income, as for Stage 1 assets, using the effective interest method applied to the gross
carrying amount of the instrument before impairment.
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Stage 3 (S3)
• these are loans for which there is objective evidence of impairment loss due to an event which represents a known credit
risk occurring after the initial recognition of the instrument in question. As was the case under IAS 39, this category covers
receivables for which a default event has been identified as defined in Article 178 of the EU Regulation of June 26, 2013
on prudential requirements for banks;
• the impairment or the provision for credit risk is calculated based on the financial instrument’s lifetime expected credit
losses on the basis of the recoverable amount of the receivable, i.e. the present value of estimated recoverable future
cash flows;
• interest income is recognized through profit or loss using the effective interest method applied to the net carrying amount
of the instrument after impairment;
• Stage 3 also includes financial assets purchased or originated and impaired for credit risk on their initial recognition
because the entity does not expect to recover all the contractual cash flows (purchased or originated credit-impaired
(POCI) financial instruments). These assets may be transferred to Stage 2 if their credit risk improves.
For operating or finance lease receivables (which fall within the scope of IFRS 16) the Group has elected not to make use
of the option of applying the simplified approach as set out in IFRS 9 §5.5.15.
Method for measuring the increase in credit risk and expected credit losses

The principles for measuring the increase in credit risk and expected credit losses applicable to most of the Group’s
exposures are described below. Only a few portfolios held by Group entities – representing a limited volume of
exposures – cannot be treated according to the methods described below and are subject to appropriate valuation
techniques.
A significant increase in credit risk is measured on an individual basis for each instrument by taking into account all
reasonable and justifiable information and by comparing the default risk on the financial instrument at the reporting date
with the default risk on the financial instrument at the date of initial recognition. A counterparty-based approach (applying
the contagion principle to all outstanding loans to the counterparty in question) is also possible, in particular with regard to
the watch list criterion. A recently-originated exposure to a counterparty on the watch list will not be subject to the contagion
principle and will remain classified as a Stage 1 exposure.
Assessment of increases in credit risk involves comparing the probability of default or ratings on the initial recognition date
with those applicable at the reporting date. The same principles as those used to classify an exposure in Stage 2 are
applied in case of a decline in the material deterioration in credit risk. If the deterioration is caused by restructuring due to
financial hardship (forbearance), the assessment of the material increase involves applying a probationary period of twelve
months.
The standard also includes a rebuttable presumption that credit risk has significantly increased since initial recognition if
contractual payments are more than 30 days past due.
In particular, the moratoria granted as a general measure to support businesses facing cash flow problems, and the
granting of state-guaranteed loans, do not in themselves constitute evidence of financial hardship calling into question the
counterparty’s capacity to honor its contractual agreements on maturity. As a result, the principles described above apply
in full depending on each counterparty’s specific situation.
In most cases, a measurement showing an increase in risk leads to the asset’s transfer to Stage 2 before it is individually
impaired (Stage 3).
Material increase in credit risk
Assessment of a material increase in credit risk is made at the level of each instrument, based on indicators and thresholds
that vary according to the type of exposure and counterparty.
More specifically, the change in credit risk is measured on the basis of the following criteria:
• for loans to Individual Customers, Professional Customers, SMEs, Public Sector entities and Social Housing entities,
measurement of the increase in credit risk relies on a combination of quantitative and qualitative criteria. The quantitative
criterion is based on the change in the probability of default over one year (mid-cycle average) from initial recognition.
Additional qualitative criteria are used to classify as Stage 2 all contracts with payments more than 30 days past due (the
presumption that amounts are past-due after 30 days is therefore not rebutted), rated at-risk or undergoing adjustments
due to financial hardship;
• for loans to Large Corporates, Banks and Sovereigns, the quantitative criterion is based on changes in the credit rating
since initial recognition. The same qualitative criteria apply as for Individual Customers, Professional Customers and
SMEs, as well as contracts placed on the watch list, along with additional criteria based on the level of country risk;
• for Specialized Financing, the criteria applied vary according to the characteristics of the exposures and the related
ratings system: exposures rated by the tool dedicated to large exposures are treated in the same way as Large
Corporates; other exposures are treated in the same way as SMEs.
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For all these loan books, the ratings used to measure the increase in risk correspond to the ratings produced by internal
systems when they are available, as well as external ratings, particularly when an internal rating is not available.
The standard provides that the credit risk of a financial instrument has not increased materially since its initial recognition
if this risk is considered to be low at the end of the fiscal year. This provision is applied to certain investment-grade debt
securities that are managed as part of the liquidity reserve, as required by Basel III regulations. Investment grade ratings
are those equal to or above BBB- or its equivalent by Standard and Poor’s, Moody’s or Fitch.
In accordance with IFRS 9, the recognition of guarantees and collateral does not influence the assessment of a material
increase in credit risk, which depends on changes in credit risk relating to the debtor without taking into account such
guarantees.
Measurement of expected credit losses
Expected credit losses are defined as being an estimate of credit losses (i.e. the present value of cash flow shortfalls)
weighted by the probability of occurrence of these losses over the expected lifetime of the financial instrument in question.
They are calculated individually for each exposure.
In practice, for Stage 1 and Stage 2 financial instruments, expected credit losses are calculated as the product of a number
of inputs:
• cash flows expected over the lifetime of the financial instrument, discounted at the valuation date – these flows are
determined according to the characteristics of the contract, its effective interest rate and, for home loans, the level of
prepayment expected on the contract;
• loss given default (LGD);
• the probability of default (PD) over the coming year for Stage 1 financial instruments and to maturity for Stage 2 financial
instruments.
The Group’s methodology draws on existing concepts and mechanisms to define these inputs, and in particular on internal
models developed to calculate regulatory capital requirements (Basel framework) and projection models used in the stress
test system. Certain adjustments are made to comply with the specifics of IFRS 9:
• IFRS 9 inputs aim to provide an accurate estimate of expected credit losses for accounting provision purposes, whereas
prudential inputs are more cautious for regulatory framework purposes. Several of the safety buffers applied to prudential
inputs are therefore restated;
• IFRS 9 inputs must allow expected credit losses to be estimated until the contract’s maturity, whereas prudential inputs
are defined to estimate 12-month expected losses. 12-month inputs are thus projected over long periods;
• IFRS 9 parameters must be forward-looking and take into account the expected economic environment over the
projection period, whereas prudential parameters correspond to mid-cycle estimates (for PD) or bottom-of-the-cycle
estimates (for LGD and the cash flows expected over the lifetime of the financial instrument). Prudential PD and LGD
inputs are therefore also adjusted to reflect forecasts of future economic conditions.
Expected credit loss calculations take into account assets pledged as collateral and other credit enhancements that form
an integral part of the instrument’s contractual conditions and that the entity does not recognize separately. The estimate
of expected cash flow shortfalls on a financial instrument reflects the amount and schedule for enforcing collateral.
Recognition of forward-looking data
Groupe BPCE uses forward-looking data to estimate any material increase in credit risk and to measure expected credit
losses.
The amount of expected credit losses is calculated using an average ECL by scenario, weighted by probability of
occurrence, taking into consideration past events, current circumstances and reasonable and justifiable forecasts of the
economic environment.
To determine a material increase in credit risk, as well as applying rules based on the comparison of risk parameters
between the initial recognition date and the reporting date, the calculation is supplemented by forward-looking information
such as sector or geographical macro-economic scenarios, which may increase the amount of expected credit losses on
certain exposures. Group entities therefore assess the exposures in question in terms of the local and sector characteristics
of their portfolio. The few portfolios not covered by the methodologies described above (which are not material at the Group
level) may also be subject to assessments made on the basis of forward-looking information.
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Reminder of the method for calculating expected credit losses
To measure expected credit losses, inputs are adjusted to economic conditions by defining three economic scenarios over
a three-year period:
• the core scenario, aligned with the scenario used for the budget process;
• a pessimistic scenario, corresponding to a deterioration in macro-economic variables in relation to the core scenario;
• an optimistic scenario, corresponding to an improvement in macro-economic variables in relation to the core scenario;
The variables defined in each of these scenarios allow for the distortion of the PD and LGD inputs and the calculation of
an expected credit loss for each economic scenario. Inputs for periods longer than three years are projected using the
mean reversion principle. The models used to distort the PD and LGD inputs are based on those developed for the stress
test system for consistency reasons. The economic scenarios are associated with probabilities of occurrence, making it
possible to calculate the average probable loss, which is used as the amount of the IFRS 9 expected credit loss.
Each scenario is weighted according to how close it is to the consensus forecast on the main variables in each scope
(BPCE is more focused on the economic environment in France while Natixis is relatively more affected by international
conditions). The projections are deployed, for each of the Group’s significant markets, using the main macro-economic
variables such as GDP, unemployment rate and 10-year yields on French sovereign debt.
These scenarios and their review are defined using the same organization and governance as those used for the budget
process, requiring an annual review based on proposals from the Economic Research department and approval by the
Executive Management Committee. The probability of occurrence of each scenario is reviewed on a quarterly basis by the
Group Watchlist and Provisions Committee. The inputs thus defined allow expected credit losses for all exposures to be
measured, regardless of whether they belong to a scope approved using an internal method or are processed using the
standardized method for the calculation of risk-weighted assets.
The IFRS 9 model validation process is fully aligned with the Group’s existing model validation process. Models are
reviewed by an independent unit responsible for internal validation and the unit’s conclusions are then examined by the
Group Models Committee. Subsequent recommendations are monitored up by the validation unit.
Adjustments to the calculation methodology in the exceptional economic situation in the second quarter of 2020

Following the Covid-19 outbreak, Groupe BPCE was obliged to take exceptional temporary measures to estimate expected
credit losses as accurately as possible in the second quarter of 2020. Owing to the exceptional circumstances and
uncertainties prevailing at the end of the second quarter of 2020, Groupe BPCE used various communications from ESMA,
the EBA, the ECB and the IASB as guidance when calculating expected credit losses in the context of the Covid-19 crisis.
For the Banque Populaire and Caisse d’Epargne banking networks
Adjustments were made to the methodology used to calculate expected credit losses in the second quarter of 2020.
Expected credit losses were calculated based on projected cost of risk for S1, S2 and S3 assets in 2020 and 2021. The
projection was based on varying degrees of ratings downgrades depending on the expected behavior of each business
sector, as set out in the stressed core scenario for 2020-2021.
For other Groupe BPCE institutions and subsidiaries
The macro-economic assumptions set out in the core scenario were amended to factor in the economic stimulus measures
applied in France and to take into account changes in the situation over the long term.
Method for measuring assets classified as Stage 3

Loans and receivables are considered as impaired and are classified as Stage 3 if the following two conditions are met:
• there is objective evidence of impairment on an individual or portfolio basis: there are “triggering events” or “loss events”
identifying counterparty risk occurring after the initial recognition of the loans in question. Objective evidence of
impairment includes any payments that are past due by at least three months, or regardless of whether any payment has
been missed, the observation of financial hardship experienced by the counterparty leading to the expectation that some
or all of the amounts owed may not be recovered or to the initiation of legal proceedings;
• these events are liable to lead to the recognition of incurred credit losses, that is, expected credit losses for which the
probability of occurrence has become certain.
Debt instruments such as bonds or securitized transactions (ABS, CMBS, RMBS, cash CDOs) are considered impaired
and are classified as Stage 3 when there is a known counterparty risk.
The Group uses the same impairment indicators for Stage 3 debt securities as those used for individually assessing the
impairment risk on loans and receivables, irrespective of the portfolio to which the debt securities are ultimately designated.
For perpetual deeply subordinated notes that meet the definition of financial liabilities within the meaning of IAS 32,
particular attention is also paid if, under certain conditions, the issuer may be unable to pay the coupon or extend the issue
beyond the scheduled redemption date.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 132

Impairment for expected credit losses on Stage 3 financial assets is determined as the difference between the amortized
cost and the recoverable amount of the receivable, i.e. the present value of estimated recoverable future cash flows,
whether these cash flows come from the counterparty’s activity or from the potential activation of guarantees. For shortterm assets (maturity of less than one year), there is no discounting of future cash flows. Impairment is determined globally,
without distinguishing between interest and principal. Expected credit losses arising from Stage 3 off-balance sheet
commitments are taken into account through provisions recognized on the liability side of the balance sheet. Specific
impairment is calculated for each receivable on the basis of the maturity schedules determined based on historic recoveries
for each category of receivable.
For the purposes of measuring expected credit losses, pledged assets and other credit enhancements that form an integral
part of the contractual conditions of the instrument and that the entity does not recognize separately are taken into account
in the estimate of expected cash flow shortfalls.
Recognition of impairment of assets classified at amortized cost and at fair value through other comprehensive income,
and of provisions for loan and guarantee commitments
For debt instruments recognized on the balance sheet in the financial assets at amortized cost category, impairment is
recorded against the line on which the asset was initially shown for its net amount (regardless of whether the asset is
classified S1, S2, or S3). Impairment charges and reversals are recognized in the income statement under “Cost of credit
risk”.
For debt instruments recognized as financial assets at fair value through other comprehensive income on the balance
sheet, impairment is carried on the liabilities side of the balance sheet at the level of other comprehensive income
recyclable to profit or loss, with a corresponding entry on the income statement under “Cost of credit risk” (regardless of
whether the asset is classified S1, S2, or S3).
For loan and financial guarantee commitments given, provisions are recorded on the liabilities side of the balance sheet
under “Provisions” (irrespective of whether the commitment given is classified S1, S2, or S3). Additions to/reversals from
provisions are recognized in the income statement under “Cost of credit risk”.

7.1.3

Change in expected credit losses on financial assets and commitments

In the tables presented in this Note, the line “Other changes” includes amortization, consolidations and changes relating
to the implementation of IFRS 5 (see Note 1.3).

7.1.3.1

Change in credit losses on financial assets through other comprehensive income
Stage 1

in millions of euros

Gross
carrying
amount

Balance at 12/31/2019

41,420

Origination and acquisitions

11,279

Derecognition (redemptions, disposals and debt
forgiveness)

(4,949)

Transfers of financial assets

Stage 2

Impairment for
expected credit
losses

Gross
carrying
amount

(4)

Stage 3

Impairment for
expected credit
losses

115

(1)

Gross
carrying
amount

TOTAL

Impairment for
expected credit
losses

Gross
carrying
amount

88

(76)

41,623

///

///

11,279

(10)

(4,959)

97

(98)

(2)

Transfers to S1

110

(111)

(1)

Transfers to S2

(13)

13

Impairment for
expected credit
losses

(81)

Transfers to S3
Other changes (1)
Balance at 6/30/2020
(1)

1,496

2

14

49,343

(3)

20

1

2

(3)

1,513

90

(79)

49,454

(82)

Including loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.

7.1.3.2

Change in credit losses on debt securities at amortized cost

Stage 1

in millions of euros

Gross
carrying
amount

Stage 2

Impairment for
expected credit
losses

Gross Impairment for
carrying expected credit
amount
losses

Stage 3

Gross Impairment for
carrying expected credit
amount
losses

Purchased or originated
credit-impaired
(POCI) assets

Gross Impairment for
carrying expected credit
amount
losses

TOTAL

Gross Impairment for
carrying expected credit
amount
losses
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Balance at 12/31/2019

26,795

(7)

2,111

29,107

(185)

Origination and acquisitions

1,701

(2)

328

///

///

2,028

(2)

Derecognition (redemptions,
disposals and debt
forgiveness)

(1,955)

(138)

(4)

1

(2,097)

1

(9)

8

(9)

8

Impairment (write-off)
Transfers of financial assets

///

///

(7)

///

139

///

(117)

63

(54)

145

(145)

1

Transfers to S1

314

(314)

2

1

2

Transfers to S2

(169)

169

(1)

(1)

(1)

Other changes (1)

1,114

1

(1,022)

27,800

(8)

1,134

Balance at 6/30/2020
(1)

1

1
(5)

128

(3)

101

(1)

71

(57)

29,132

(177)

Change in credit losses on loans and receivables due from banks at amortized cost
Stage 1

Stage 2

in millions of euros

Gross Impairment for
carrying expected credit
amount
losses

Balance at 12/31/2019

88,811

(3)

853

Origination and acquisitions

3,800

(2)

Derecognition (redemptions, disposals and debt
forgiveness)

(2,057)

(61)

30

///

///

3,830

(2)

1

(8)

(1)

(2,066)

2

///

///

(11)

10

(25)

Transfers to S1

64

(66)

Transfers to S2

(42)

42

Balance at 6/30/2020

Gross Impairment for
carrying expected credit
amount
losses

89,717

17

Transfers to S3

Gross Impairment for
carrying expected credit
amount
losses

(53)

Transfers of financial assets

(5)

TOTAL

53

///

Other changes (1) (2)

Stage 3

Gross Impairment for
carrying expected credit
amount
losses

Impairment (write-off)

(2)

(108)

8

Including loan repayments, changes in credit risk parameters (including partial repayments), and exchange rate fluctuations.

7.1.3.3

(1)

1

///

(11)

10

4

(4)
(2)

(5)

4

2,754

1

(501)

93,324

(3)

349

(5)

(1)

2

(1)

2,256

48

(43)

93,721

Other changes include loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.
Including +€5 billion in net inflows in respect of the centralization of Livret A passbook savings accounts with Caisse des Dépôts.
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(51)

7.1.3.4

Change in credit losses on loans and receivables due from customers at amortized cost

Stage 1

in millions of euros
Balance at 12/31/2019

Stage 2

Gross Impairment for
carrying expected credit
amount
losses

Gross Impairment for
carrying expected credit
amount
losses

Gross Impairment for
carrying expected credit
amount
losses

20,926

618,123

(1,058)

66,306

(1,913)

Origination and acquisitions

71,646

(244)

2,565

(31)

///

Derecognition (redemptions,
disposals and debt
forgiveness)

(28,918)

33

(2,732)

28

Impairment (write-off)
Transfers of financial assets
Transfers to S1

(1)

///

Purchased or originated
credit-impaired
(POCI) assets

Stage 3

///

///

///
(286)

(1,085)

294

(1,633)

Gross Impairment for
carrying expected credit
amount
losses

711

(357)

706,067

(12,810)

///

45

(22)

74,256

(298)

(1,300)

67

(26)

(32,977)

128

(546)

496

(40)

40

(585)

536

(416)

65

(16)

(1)

(425)

2,651

17,522

(113)

(17,359)

275

(307)

19

(16,938)

306

17,826

(771)

(806)

79

(30)

14

Transfers to S3

(1,669)

101

(2,099)

209

3,765

(514)

96

(31)

Other changes (2) (3)

(5,579)

(392)

(2,877)

94

998

(364)

9

(36)

22,730

(9,700)

764

(392)

654,187

(1,366)

61,630

(2,108)

Gross Impairment for
carrying expected credit
amount
losses

(9,482)

Transfers to S2

Balance at 6/30/2020

TOTAL

(144)

181

52

(371)

92

(235)

(7,449)
739,311

(698)
(13,566)

(1)

Including the reclassification of one exposure representing €3 billion from Stage 2 to Stage 1 by Natixis group, due to the decision no longer to reclassify an asset in Stage 2 when a
business sector rating is downgraded.
(2) Other changes include loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.
(3) Including the disposal of Coface for €2 billion.

The increase in outstanding loans and receivables due from customers reflects state-guaranteed loans totaling €21.3 billion
at June 30, 2020 (see Note 1.5.1.1).
Impairment for expected credit losses relating to the public health crisis, calculated using the forward looking method (see
Note 1.5.2.1), amounted to €553 million at June 30, 2020.

7.1.3.5

Change in credit losses on loan commitments given

Stage 1

in millions of euros
Balance at 12/31/2019

Stage 2

Gross Impairment for
carrying expected credit
amount
losses

Purchased or originated
credit-impaired
(POCI) assets

Stage 3

Gross Impairment for
carrying expected credit
amount
losses

Gross Impairment for
carrying expected credit
amount
losses

126,676

(127)

9,483

(134)

29,573

(50)

1,489

(8)

///

Derecognition
(redemptions, disposals
and debt forgiveness)

(16,325)

2

1

(72)

///

(3)

(21)

49

106

Impairment (write-off)
Transfers of financial assets

///
(1,469)

///

///

10

1,526

(119)

9

///

5

Gross Impairment for
carrying expected credit
amount
losses

Origination and
acquisitions

(536)

344

Gross Impairment for
carrying expected credit
amount
losses

TOTAL

(2)

(4)

136,512

(380)

31,067

(61)

(16,937)

4

(3)
(11)

Transfers to S1

2,258

(6)

(2,122)

9

(11)

125

3

Transfers to S2

(3,655)

16

3,670

(31)

(13)

3

(15)

28

(2,099)

(136)

9,863

Transfers to S3
Other changes
Balance at 6/30/2020
(1)

(72)
(5,753)
132,703

(22)

73
7
(155)

(22)

32

17

(5)

350

(102)

5

(7,824)
(2)

142,922

Including loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.
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52
(396)

7.1.3.6

Change in credit losses on guarantee commitments given

Stage 1

Stage 2

Purchased or originated
credit-impaired
(POCI) assets

Stage 3

in millions of euros

Gross Impairment for
carrying expected credit
amount
losses

Balance at 12/31/2019

32,441

(42)

4,793

(59)

514

(9)

40

(3)

///

///

1

(257)

3

(76)

6

Origination and
acquisitions
Derecognition
(redemptions, disposals
and debt forgiveness)

(3,905)

Impairment (write-off)
Transfers of financial
assets

///
170

Gross Impairment for
carrying expected credit
amount
losses

///
11

Gross Impairment for
carrying expected credit
amount
losses

982

TOTAL

Gross Impairment for
carrying expected credit
amount
losses

(229)

3

Gross Impairment for
carrying expected credit
amount
losses

38,220

(331)

554

(12)

(4,239)

///

///

3

(210)

(22)

35

(1)

(5)

9

3
(12)

Transfers to S1

1,311

(3)

(1,304)

15

(14)

0

(6)

13

Transfers to S2

(1,114)

13

1,128

(37)

(15)

1

(1)

(23)

Transfers to S3

(28)

0

(34)

1

64

(2)

Other changes (1)

(211)

(9)

38

27

135

(18)

(47)

4,404

1,075

(241)

Balance at 6/30/2020
(1)

29,010

(53)

(1)
(39)
3

34,491

Including loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.

7.1.4

Measurement and management of credit risk

Credit risk arises whenever a counterparty is unable to meet its payment obligations and may result from a reduction in
credit quality or default by the counterparty.
Commitments exposed to credit risk consist of existing or potential receivables and particularly loans, debt securities,
equities, performance swaps, performance bonds, or confirmed or undrawn facilities.
Credit risk management procedures and assessment methods, risk concentration, the quality of performing financial
assets, and the analysis and breakdown of outstandings are described in the risk management report.

7.1.5

Guarantees received on IFRS 9 impaired instruments

The statement below shows the credit and counterparty risk exposure for all Groupe BPCE’s financial assets. This
exposure to credit risk (determined without taking into account the impact of any unrecognized netting or collateral
agreements) and to counterparty risk is based on the carrying amount of the financial assets.

Maximum credit
risk exposure
198

in millions of euros

Debt securities at amortized cost
Loans and receivables due from banks at amortized cost
Loans and receivables due from customers at amortized cost
Debt securities – Fair value through OCI recyclable to profit or loss
Loan commitments
Guarantee commitments
TOTAL IMPAIRED FINANCIAL INSTRUMENTS (S3)

7.1.6

Impairment
(165)

Maximum
exposure net of
impairment
34

48

(43)

5

22,486

(10,091)

12,396

90

(79)

12

355

(104)

251

1,075

(241)

834

24,254

(10,722)

13,532

Guarantees

11,553

11,553

Credit risk mitigation mechanisms: assets obtained by taking possession of collateral

The policy followed by Groupe BPCE entities is to sell assets obtained by taking possession of collateral as soon as
possible. The amount of these assets was non-material at June 30, 2020.
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1
(341)

7.2

MARKET RISK

Market risk refers to the possibility of financial loss due to market parameters movements, such as:
• interest rates: interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due
to changes in market rates of interest;
• exchange rates;
• prices: market price risk is the risk of a potential loss resulting from changes in market prices, whether they are caused
by factors specific to the instrument or its issuer, or by factors affecting all market traded instruments. Variable-income
securities, equity derivatives and commodity derivatives are exposed to this type of risk; and
• more generally, any market parameter involved in the valuation of portfolios.
Systems for the measurement and monitoring of market risks are presented in the risk management report.
The information provided in the risk management report required under IFRS 7 and relating to the management of market
risk comprises:
• VaR for the Groupe BPCE scope;
• the conclusions of the global stress tests.

7.3

INTEREST RATE RISK AND EXCHANGE RATE RISK

Interest rate risk is the risk that unfavorable changes in interest rates will adversely impact the Group’s annual results and
net worth. Exchange rate risk is the risk of losses resulting from changes in exchange rates.
The Group’s approach to the management of overall interest rate risk and foreign exchange risk is discussed in Chapter 6
“Risk Management – Liquidity, Interest Rate and Exchange Rate risks”.
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7.4

LIQUIDITY RISK

Liquidity risk is the risk that the Group will be unable to honor its payment commitments as they fall due and replace funds
when they are withdrawn.
The funding procedures and liquidity risk management arrangements are disclosed in the risk management report.
Disclosures relating to the management of liquidity risk required by IFRS 7 are provided in Chapter 6 “Risk management
report – Liquidity, interest rate and foreign exchange risk”.
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Note 8

Insurance businesses

Key points
Insurance businesses cover life insurance and non-life insurance activities. In Groupe BPCE these activities are performed
by dedicated subsidiaries subject to the specific regulations applicable to the insurance sector.
On November 3, 2017, the European Commission adopted the amendment to IFRS 4 applying IFRS 9 “Financial
Instruments” with IFRS 4 “Insurance Contracts” with specific provisions for financial conglomerates, applicable as of
January 1, 2018.
European regulations therefore allow European financial conglomerates to opt to defer application of IFRS 9 for their
insurance activities until January 1, 2021 (effective date of the new IFRS 17, Insurance Contracts). At its meeting on March
17, 2020, the IASB decided to defer its application by two years, as clarifications still need to be given regarding key
aspects of the standard. It also decided to defer the expiry of insurance companies’ temporary exemption from IFRS 9 to
January 1, 2023, to align it with the application of IFRS 17. An amendment was published on June 25, 2020, providing
improvements for the application of IFRS 17.
As Groupe BPCE is a financial conglomerate, it elected to apply this provision to its insurance businesses, which continue
to be covered by IAS 39. The entities concerned are listed in Note 14.4 on the scope of consolidation in the 2019 Universal
Registration Document.
Financial assets and liabilities of insurance businesses are therefore recognized in accordance with the provisions of
IAS 39. They are classified into categories defined by this standard, which calls for specific approaches to measurement
and accounting treatment.
Pending amendments to IFRS 4, insurance liabilities continue to be measured broadly in line with French GAAP.
In accordance with Phase I of IFRS 4, insurance contracts are classified into three categories:
• policies that expose the insurer to a significant insurance risk within the meaning of IFRS 4: this category comprises
policies covering provident insurance, pensions, property and casualty and unit-linked savings carrying a minimum
guarantee. These policies continue to be measured under the rules provided under local GAAP for measuring technical
reserves;
• financial contracts such as savings contracts that do not expose the insurer to a significant insurance risk are recognized
in accordance with IFRS 4 if they contain a discretionary profit-sharing feature, and continue to be measured in
accordance with the rules for measuring technical reserves provided under local GAAP;
• financial contracts without a discretionary profit sharing feature, such as unit-linked policies without a non-unit-linked
component and without a minimum guarantee, are accounted for in accordance with IAS 39.
• Most financial contracts issued by Group entities contain discretionary profit sharing features.
The discretionary profit sharing feature grants life insurance policyholders the right to receive a share of the financial
income generated, in addition to guaranteed benefits. For these contracts, in accordance with shadow accounting
principles defined by IFRS 4, the provision for deferred profit sharing is adjusted to include the policyholders’ share in the
unrealized capital gains or losses on financial instruments measured at fair value in application of IAS 39. The share of the
gains or losses attributable to policyholders is determined on the basis of the characteristics of contracts likely to generate
such gains or losses.
Any change in deferred profit sharing is taken to other comprehensive income where it results from changes in the value
of available-for-sale financial assets and to profit or loss where it arises from changes in the value of financial assets at fair
value through profit or loss.
At each balance sheet date, the Group tests the adequacy of its recognized insurance liabilities based on the estimated
present value of future cash flows from its insurance policies and investment contracts containing a discretionary profit
sharing feature. The liability adequacy test shows the economic value of the liabilities corresponding to the average derived
from stochastic analyses. If the sum of the surrender value and deferred profit sharing is lower than the fair value of the
technical reserves, the shortfall is recognized in income.
Groupe BPCE has decided to apply the option available under ANC recommendation No. 2017-02 of presenting the
insurance businesses separately on the balance sheet and income statement.

8.1

NOTES TO THE BALANCE SHEET

Accounting principles
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The “Insurance business investments” line on the assets side of the balance sheet includes insurance business assets
representative of:
• financial investments (i.e. in financial instruments) including advances to policyholders;
• financial investments in unit-linked products;
• derivatives;
• revaluation differences on interest rate risk-hedged portfolios.
Other balances related to the insurance business are aggregated with the balances related to the other balance sheet
items by type.
On the liabilities side of the balance sheet, the “Liabilities related to insurance policies” line consists of:
• the technical reserves of insurance companies (as defined in Appendix A to IFRS 4);
• insurance and reinsurance liabilities, including amounts due to policyholders;
• insurance-related derivatives;
• shares of the revaluation of interest rate risk-hedged portfolios;
• the deferred profit sharing liability.

8.1.1

Insurance business investments

Accounting principles
Loans and receivables due from banks and customers and certain securities not listed in an active market are recorded in
“Insurance business investments”.
Loans and receivables are initially recorded at fair value plus any costs directly related to their issuance, less any proceeds
directly attributable to issuance. On subsequent balance sheet dates, they are measured at amortized cost using the
effective interest method.
The effective interest rate is the rate that exactly discounts estimated future cash flows (payments or receipts) to the value
of the loan at inception. This rate includes any discounts recorded in respect of loans granted at below-market rates, as
well as any external transaction income or costs directly related to the issue of the loans, which are treated as an adjustment
to the effective yield on the loan. No internal cost is included in the calculation of amortized cost.
When loans are extended under conditions that are less favorable than market conditions, a discount corresponding to the
difference between the nominal value of the loan and the sum of future cash flows discounted at the market interest rate
is deducted from the nominal value of the loan. The market interest rate is the rate applied by the vast majority of local
financial institutions at a given time for instruments and counterparties with similar characteristics.
A discount is applied to loans restructured following a loss event as defined by IAS 39, to reflect the difference between
the present value of the contractual cash flows at inception and the present value of expected principal and interest
repayments after restructuring. The discount rate used is the original effective interest rate. This discount is expensed to
“Cost of credit risk” (for the insurer’s net share) in the income statement and offset against the corresponding outstanding
on the balance sheet. It is written back to net interest income in the income statement over the life of the loan using an
actuarial method. The restructured loan is reclassified as performing based on expert opinion when no uncertainty remains
as to the borrower’s capacity to honor the commitment.
External costs consist primarily of commissions paid to third parties in connection with the arrangement of loans. They
essentially comprise commissions paid to business providers.
Income directly attributable to the issuance of new loans principally comprises set-up fees charged to customers, rebilled
costs and commitment fees (if it is more probable than improbable that the loan will be drawn down). Commitment fees
received that will not result in any drawdowns are apportioned on a straight-line basis over the life of the commitment.
Expenses and income arising on loans with a term of less than one year at inception are deferred on a pro rata basis with
no recalculation of the effective interest rate. For floating or adjustable rate loans, the effective interest rate is adjusted at
each rate refixing date.
Securities recorded as assets are classified into four categories as defined by IAS 39:
• financial assets at fair value through profit or loss;
• held-to-maturity financial assets;
• loans and receivables;
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• available-for-sale financial assets.
Impairment of securities

An impairment loss is recognized on an individual basis against securities, with the exception of securities classified as
financial assets at fair value through profit or loss, when there is objective evidence of impairment resulting from one or
more loss events having occurred since the initial recognition of the asset and where the impact of these events on
estimated future cash flows can be reliably measured.
Different rules are used for the impairment of equity instruments and debt instruments.
For equity instruments, a lasting decline or a significant decrease in value are objective indicators of impairment.
A decline of over 50% or lasting for over 36 months in the value of a security by comparison with its historic cost is an
objective indicator of permanent impairment, leading to the recognition of an impairment loss in income.
In addition, these impairment criteria are also supplemented by a line-by-line review of the assets that have recorded a
decline of over 30% or for more than six months in their value by comparison with their historic cost or if events occur that
are liable to represent a material or prolonged decline. An impairment charge is recorded in the income statement if the
Group determines that the value of the asset will not be recovered in its entirety.
For unlisted equity instruments, a qualitative analysis of their situation is carried out.
Impairment losses recognized on equity instruments may not be reversed and nor may they be written back to income.
Losses are recorded under “Net income from insurance businesses”. A subsequent increase in value is taken to “Gains
and losses recognized directly in other comprehensive income” until disposal of the securities.
Impairment losses are recognized on debt instruments such as bonds or securitized transactions (ABS, CMBS, RMBS,
cash CDOs) when there is a known counterparty risk.
The Group uses the same impairment indicators for debt securities as those used for individually assessing the impairment
risk on loans and receivables, irrespective of the portfolio to which the debt securities are ultimately designated. For
perpetual deeply subordinated notes, particular attention is also paid if, under certain conditions, the issuer may be unable
to pay the coupon or extend the issue beyond the scheduled redemption date.
In the event of an improvement in the issuer’s financial position, impairment losses taken on debt instruments must be
written back to the income statement. Impairment losses and write-backs are recorded in “Cost of credit risk” (for the
insurer’s net share).
Impairment of loans and receivables

IAS 39 defines the methods for calculating and recognizing the impairment of loans.
A loan or receivable is deemed to be impaired if the following two conditions are met:
• there is objective evidence of impairment on an individual or portfolio basis: there are “triggering events” or “loss events”
identifying counterparty risk occurring after the initial recognition of the loans in question. On an individual level, the
criteria for deciding whether or not a credit risk has been incurred include the existence of past due payments;
• these events are liable to lead to the recognition of incurred losses.
Impairment is determined as the difference between the amortized cost and the recoverable amount of the receivable, i.e.
the present value of estimated recoverable future cash flows taking into account the impact of any collateral.

in millions of euros

Investment property
Financial assets at fair value through profit or loss
Available-for-sale financial assets
Loans and receivables due from banks
Loans and receivables due from customers
Held-to-maturity financial assets
Share held by cedents and retrocessionaires in liabilities relating to insurance policies and financial
contracts
Receivables arising from insurance and assumed reinsurance activities
Receivables arising from ceded reinsurance activities
Deferred acquisition costs
TOTAL INSURANCE BUSINESS INVESTMENTS (1)
(1)

6/30/2020
1,897
27,455
56,091
555
12,655
1,404

12/31/2019
1,887
25,217
58,546
747
13,017
1,622

15,463

15,269

1,859
48
366
117,793

2,243
93
405
119,046

At December 31, 2019, Coface contributed €3,987 million to Insurance business investments.
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8.1.1.1

Financial assets at fair value through profit or loss

Accounting principles
This asset category includes:
• financial assets held for trading, i.e. securities acquired or issued principally for the purpose of selling them in the near
term; and
• financial assets that the Group has chosen to recognize at fair value through profit or loss at inception using the fair value
option available under IAS 39.
These assets are measured at fair value at the date of initial recognition and at each balance sheet date. Changes in fair
value over the period, interest, dividends, gains or losses on disposals on these instruments are recognized in “Net income
from insurance businesses”.
Financial assets and liabilities designated at fair value through profit or loss

The amendment to IAS 39 adopted by the European Union on November 15, 2005 allows entities to designate financial
assets and liabilities at fair value through profit or loss on initial recognition. However, an entity’s decision to designate a
financial asset or liability at fair value through profit or loss may not be reversed.
Compliance with the criteria stipulated by the standard must be verified prior to any recognition of an instrument using the
fair value option.
In practice, this option may be applied only under the specific circumstances described below:
Elimination of or significant reduction in an accounting mismatch
Applying the option eliminates accounting mismatches stemming from the application of different valuation rules to
instruments managed under a single strategy. This treatment applies in particular to unit-linked policy assets and liabilities.
Harmonization of accounting treatment for management and performance measurement
The option applies for a group of assets and/or liabilities managed and measured at fair value, provided that it is based on
a formally documented risk management or investment strategy, and information is also reported internally on a fair value
basis.
Hybrid financial instruments containing one or more embedded derivatives
An embedded derivative is a component of a financial or non-financial hybrid (combined) instrument that qualifies as a
derivative. It must be separated from the host contract and accounted for as a derivative if the hybrid instrument is not
measured at fair value through profit or loss, and if the economic characteristics and risks associated with the derivative
are not closely related to those of the host contract.
The fair value option may be applied when the embedded derivative(s) substantially modify the cash flows of the host
contract and when the separate recognition of the embedded derivative(s) is not specifically prohibited by IAS 39 (e.g. an
early redemption option at cost embedded in a debt instrument). The option allows the entire instrument to be measured
at fair value, and therefore avoids the need to extract, recognize or separately measure the embedded derivative.
This treatment applies in particular to certain financial instruments containing material embedded derivatives (convertible
bonds, indexed bonds and structured securities).

in millions of euros

UCITS
Financial assets held for trading
Trading derivatives
Hedging derivatives
Bonds
Equities
UCITS
Investments backed by unit-linked policies
Financial assets designated at fair value
TOTAL FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

8.1.1.2

6/30/2020
5,066
5,066
71
4
1,835
1,316
81
19,082
22,314
27,455

12/31/2019
2,285
2,285
19
2,054
1,092
277
19,490
22,913
25,217

Available-for-sale financial assets

Accounting principles
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Available-for-sale financial assets are all securities not classified in the previous three categories.
Available-for-sale financial assets are initially recognized at fair value, plus any transaction costs.
On the balance sheet date, they are carried at their fair value and changes in fair value are recorded under “Gains and
losses recognized directly in other comprehensive income” (except for foreign currency monetary assets, for which
changes in the fair value of the foreign currency component affect income).
If they are sold, these changes in fair value are taken to income.
Interest income accrued or received on fixed income securities is recorded under “Net income from insurance businesses”.
Income from variable-income securities is recorded under “Net income from insurance businesses”.

in millions of euros

Bonds
Equities
UCITS
Available-for-sale financial assets, gross
Impairment of debt instruments
Impairment of equity instruments (1)
TOTAL AVAILABLE-FOR-SALE FINANCIAL ASSETS (2)

6/30/2020
46,332
4,059
5,999
56,391
(55)
(245)
56,091

12/31/2019
47,735
4,588
6,480
58,803
(50)
(208)
58,546

(1)

In the first half of 2020, the permanent impairment of equity instruments came to -€137 million versus -€36 million in the first half of 2019. This expense was 89% offset
by the profit sharing mechanism. The expense for the first half of 2020 can be broken down into an additional impairment loss on previously impaired securities
for -€106 million (-€9 million for the first half of 2019) and an allowance for newly impaired securities for -€31 million (-€27 million for the first half of 2019).
(2) Coface contributed €2,911 million to Available-for-sale financial assets at December 31, 2019.
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8.1.1.3

Loans and receivables

Accounting principles
The portfolio of loans and receivables included in “Insurance business investments” comprises non-derivative financial
assets with fixed or determinable payments and which are not quoted in an active market. In addition, these assets must
not be exposed to a risk of material losses unrelated to a deterioration in their credit quality.
Some securities not quoted in an active market may be classified in this portfolio. These are initially recognized at fair
value, plus any transaction costs and less any transaction income. Securities classified in this category comply with the
rules for recognition, measurement and impairment applicable to loans and receivables.
When a financial asset recorded under loans and receivables is sold before its maturity, the income from the disposal is
recorded under “Net income from insurance businesses”.

Loans and receivables
in millions of euros

Loans and receivables due from banks (1)
Investments of loans and receivables due from customers (2)
TOTAL LOANS AND RECEIVABLES

6/30/2020
555
12,655
13,210

12/31/2019
747
13,017
13,764

(1)

Coface contributed €17 million to Loans and receivables due from banks at December 31, 2019.
Including €11,365 million for guarantee deposits made for the acceptance of reinsurance treaties, versus €11,602 million at December 31, 2019; Coface contributed
€59 million to Loans and receivables due from customers at December 31, 2019.
(2)

8.1.1.4

Held-to-maturity financial assets

Accounting principles
Held-to-maturity (HTM) financial assets are securities with fixed or determinable payments and fixed maturity dates that
the Group has the intention and ability to hold until maturity.
IAS 39 does not permit the sale or transfer of these securities before maturity except in certain specific circumstances. In
the event that the securities are sold before maturity, all held-to-maturity assets must be reclassified and the held-tomaturity category cannot be used during the current year or the following two years. Exceptions to the rule apply in the
following cases:
• a material deterioration in the issuer’s credit quality;
• a change in tax regulations canceling or significantly reducing the tax exemption on interest earned on investments heldto-maturity;
• a major business combination or significant withdrawal of activity (sale of a sector, for example) requiring the sale or
transfer of held-to-maturity investments in order to maintain the entity’s existing situation in terms of interest rate risk or
its credit risk policy;
• a change in legal or regulatory provisions significantly modifying either the definition of an eligible investment or the
maximum amount of certain types of investment, requiring that the entity dispose of a held-to-maturity asset;
• a significant increase in capital requirements forcing the entity to restructure by selling held-to-maturity assets;
• a significant increase in the risk weighting of held-to-maturity assets in terms of prudential capital regulations.
In the exceptional cases described above, the income from the disposal is recorded under “Net income from insurance
businesses”.
The hedging of these securities against interest rate risk is not permitted. However, hedges against exchange rate risk or
the inflation component of certain held-to-maturity financial assets are allowed.
Held-to-maturity financial assets are recognized at fair value at inception, plus any transaction costs directly attributable to
their acquisition. They are subsequently measured at amortized cost using the effective interest method, including any
premiums, discounts and acquisition fees, where material.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 144

12/31/2020
629
776
1,405
(1)
1,404

in millions of euros

Treasury bills and equivalent
Bonds and other fixed-income securities
Gross amount of held-to-maturity investments
Impairment
TOTAL HELD-TO-MATURITY FINANCIAL ASSETS

8.1.1.5

12/31/2019
636
987
1,623
(1)
1,622

Fair value hierarchy of financial assets at fair value

The principles used to assess fair value are described in Note 9.

6/30/2020
in millions of euros

Level 1

Level 2

12/31/2019
Level 3

Total

Level 1

Level 2

Level 3

Total

ASSETS
Assets held for trading (equities and UCITS)

5,066

5,066

2,202

84

2,286

Financial assets held for trading

5,066

5,066

2,202

84

2,286

7

5

4

9

15

63

8

Currency derivatives
Equity derivatives
Derivatives excl. hedging derivatives (positive fair value)
Securities designated at fair value through profit or loss

6

2

48

8

54

2

15

71

14

5

816

714

1,702

3,232

695

1,442

1,286

3,422

1,286

2,053

19

Bonds

126

8

1,701

1,835

125

642

Equities and UCITS

691

706

1

1,398

569

800

Investments backed by unit-linked policies

15,458

3,590

33

19,082

16,198

3,292

Financial assets designated at fair value through profit or loss

16,275

4,304

1,735

22,314

16,893

4,734

1,286

22,913

19,109

4,822

1,286

25,217

Interest rate derivatives

4

4

Hedging derivatives

4

4

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

21,395

4,311

Investments in associates
Other available-for-sale securities
Bonds
Equities and UCITS
AVAILABLE-FOR-SALE FINANCIAL ASSETS

1,750

27,455

113

113

1,370
19,490

263

263

45,265

6,850

3,863

55,978

49,054

5,835

3,194

58,083

38,881

3,915

3,482

46,278

41,525

3,136

2,824

47,485

6,383

2,935

382

9,700

7,529

2,699

370

10,598

45,265

6,850

3,977

56,091

49,054

5,835

3,457

58,345
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Breakdown of financial assets at fair value classified in Level 3 of the fair value hierarchy
Gains and losses recognized during
the period

Transactions carried out
during the period

Transfers during
the period

In the income statement

in millions of euros

On
transactions
in progress at
the reporting
12/31/2019
date

On
transactions
removed
from the
balance
sheet at the
In other
reporting comprehensive Purchases /
Sales /
date
income
Issues Redemptions

To another
reporting
category

From and
to another Deconsolidated
level
entities

Other
changes

6/30/2020

ASSETS
Derivatives excl. hedging
derivatives (positive fair value)
Securities designated at fair
value through profit or loss
Bonds

15

15

1,286

(37)

(1)

54

(113)

543

(30)

1,702

1,286

(37)

(1)

53

(113)

543

(30)

1,701

Equities and UCITS

1

1

Investments backed by unitlinked policies

33

Financial assets designated at
fair value through profit or loss

1,286

(37)

(1)

FINANCIAL ASSETS AT FAIR
VALUE THROUGH PROFIT OR
LOSS

1,286

(37)

(1)

Investments in associates
Other available-for-sale
securities
Bonds
Equities and UCITS
AVAILABLE-FOR-SALE FINANCIAL
ASSETS

263

54

(113)

576

68

(113)

576

(5)

(1)

1

(3)

(55)

314

(130)

562

2,824

1

(3)

(49)

260

(113)

562

(5)

54

(17)

(60)

314

(131)

3,457

1

(3)

(30)

1,735

(31)

1,750

(142)

3,194

370

33

113

(2)

(19)

3,863

(2)

(19)

382

(144)

(19)

3,977

3,482

562

Breakdown of fair value hierarchy transfers
H1 2020

in millions of euros

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

ASSETS
Securities designated at fair value through profit or loss
Bonds
Financial assets designated at fair value through profit or loss
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Other available-for-sale securities
Bonds
Equities and UCITS
AVAILABLE-FOR-SALE FINANCIAL ASSETS

2
2

543
543
576
576
605
605

42
42

2

605

42

H1 2019

in millions of euros

ASSETS
Securities designated at fair value through profit or loss
Bonds
Equities and UCITS
Investments backed by unit-linked policies
Financial assets designated at fair value through profit or loss
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Other available-for-sale securities
Bonds
Equities and UCITS
AVAILABLE-FOR-SALE FINANCIAL ASSETS

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

122

169
169

12

633
633

122
6
6
6
34
33
1
34

15
15
15

122
122
410
384
26
410

169
169
889
885
4
889

12
12

633

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 146

8.1.1.6

Fair value of financial assets carried in the balance sheet at amortized cost

The principles used to assess fair value are described in Note 9.

in millions of euros

6/30/2020

12/31/2019

Fair value

Fair value

555

747

12,655

13,017

1,810

2,050

15,020

15,814

Investments of loans and receivables due
from banks
Investments of loans and receivables due
from customers
Held-to-maturity investments
INSURANCE BUSINESS INVESTMENTS
AT AMORTIZED COST

8.1.2

Liabilities related to insurance policies

6/30/2020
56,922
13,427
70,348

12/31/2019
57,241
13,172
70,413

Technical reserves relating to financial contracts with a discretionary profit sharing feature

19,819

20,161

Technical reserves relating to unit-linked financial contracts
Technical reserves relating to financial contracts
Deferred profit sharing liabilities (1)
Liabilities arising from insurance and assumed reinsurance activities, and liabilities arising from
ceded reinsurance activities
Trading derivatives

4,975
24,793
3,834

5,094
25,255
4,499

10,111

10,438

29

81

in millions of euros

Technical reserves relating to insurance policies
Technical reserves relating to unit-linked policies
Technical reserves relating to insurance policies

Hedging derivatives

52

Other liabilities

11

TOTAL LIABILITIES RELATED TO INSURANCE POLICIES

(2)

109,168

110,697

(1)

O/w €3,853 million in deferred profit sharing recognized in other comprehensive income including the share attributable to non-controlling interests (€4,396 million at
December 31, 2019).
(2) At December 31, 2019, Coface contributed €2,022 million to liabilities related to insurance policies.

The information required by IFRS 7 is presented for:
• Financial liabilities at fair value through profit or loss in Note 5.1.2;
• Debt securities in Note 5.6;
• Amounts due to banks and customers in Note 5.7;
• Subordinated debt in Note 5.10.
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8.2

8.2.1

NOTES TO THE INCOME STATEMENT

Net income from insurance businesses

Accounting principles
Net income from insurance businesses includes:
• revenues from the insurance businesses, which consist of premiums written and the change in unearned premium
reserves for insurance policies and investment contracts containing a discretionary profit sharing feature within the
meaning of IFRS 4;
• investment income net of expenses:
− investment income including income from investment property,
− investment expenses and other financial expenses excluding financing expenses,
− gains and losses on the sale of investments including on investment property,
− depreciation, amortization and impairment reversals on investments (including investment properties) and other
assets (including assets provided under operating leases), recognized at amortized cost,
− the change in fair value of investments (including investment property) recognized at fair value through profit or loss;
• amortization of acquisition costs;
• the external costs of benefits and claims paid on policies which include paid benefits and claims on insurance policies
and on investment contracts containing a discretionary profit-sharing feature (paid benefits and claims, changes in
technical reserves), including policyholder compensation (deferred profit-sharing), as well as changes in the value of
investment contracts, particularly for unit-linked policies;
• income from reinsurance cessions, defined as the sum of ceded premiums, net of ceded claims and benefits paid and
commissions;
• where applicable:
− net gains or losses resulting from the derecognition of financial assets at amortized cost,
− net gains or losses resulting from the reclassification of financial assets at fair value through other comprehensive
income to financial assets at fair value through profit or loss.

in millions of euros

Premiums written
Change in unearned premiums
Earned premiums
Revenues and other income from insurance businesses
Income from investments
Expenses on investments
Gains or losses on disposals of investments less reversals of impairment and amortization
Change in fair value of investments recognized at fair value through profit or loss
Change in impairment for investments
Income from investments net of expenses
Amortization of acquisition costs
Claims and benefits expenses
Income from reinsurance cessions
Expenses on reinsurance cessions
Net income or expenses on reinsurance cessions
NET INCOME FROM INSURANCE BUSINESSES (1)

(1)

H1 2020

H1 2019

5,866
(161)
5,705
11
975
(184)
85
(1,072)
(143)
(338)
(3)
(4,117)
1,570
(1,521)
49
1,308

8,082
(189)
7,893
95
1,123
(221)
84
1,251
(39)
2,198
39
(8,521)
1,880
(1,938)
(58)
1,646

In the first half of 2019, Coface contributed €419 million to net income from insurance businesses.
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8.2.2

Transition between the presentation applicable to insurance companies and to banks

The statement shown below provides a transition between the financial statements of insurance companies included in the
scope of consolidation and their translation into the financial statements of Groupe BPCE in accordance with the
presentation applicable to banks.

Banking format H1 2020
Net banking income
Other items
of net
banking
Net
income
income
(excluding
from
net income
insurance
from
Gross
businesses
insurance Operating operating
(1)
businesses) expenses income
5,678
2
5,680
7
(7)
5
5
(338)
10
(8)
(336)
5,347
5
(3)
5,349
(4,105)
(97)
(49)
(4,251)
63
63
49
29
78
(2)
(312)
(77)
(391)
(278)
(75)
(353)
(40)
(87)
(127)

in millions of euros

Earned premiums
Revenues or income from other activities
Other operating income
Net financial income before financing costs
TOTAL REVENUE FROM ORDINARY ACTIVITIES
Claims and benefits expenses
Expenses from other activities
Net income from reinsurance cessions
Policy acquisition costs
Administrative expenses
Other recurring operating income and expenses
TOTAL OTHER RECURRING INCOME AND EXPENSES
OPERATING INCOME

(1)

(4,058)
1,289

(635)
(630)

(288)
(291)

(4,981)
368

Insurance Insurance
Other format H1 format H1
items
2020
2019
4
5,684
7,840
(5)
(5)
131
6
11
33
11
(325)
2,184
16
5,365
10,188
(7)
(4,258)
(8,543)
63
(8)
1
79
(55)
(1)
(392)
(532)
(353)
(451)
(127)
(174)
(7)
9

(4,988)
377

(9,763)
425

Net income from insurance businesses does not include income from the Prêt Viager Hypothécaire, a reverse mortgage for seniors offered by Crédit Foncier.

8.3

INFORMATION TO BE PROVIDED ON THE TEMPORARY EXEMPTION OF INSURANCE BUSINESSES
FROM IFRS 9
6/30/2020

in millions of euros

SPPI financial assets
Other financial assets
TOTAL INSURANCE BUSINESS INVESTMENTS (1)

12/31/2019

Fair value
47,352
5,529

Change in fair value
over the period
6
(355)

Fair value
49,129
5,689

Change in fair value
over the period
2,408
166

52,882

(348)

54,818

2,574

(1) Excluding

UCITS classified as available for sale assets for €5,618 million at June 30, 2020, compared with €5,994 million at December 31, 2019; Coface contributed
€2,447 million to the fair value total at December 31, 2019.

This table does not include financial assets recognized at fair value through profit of loss or reinsurance activities.
Credit risk associated with insurance businesses is presented in Chapter 6, Risk Management – Insurance Risks – Asset
Management and Financial Conglomerate.
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Note 9

Fair value of financial assets and liabilities

Key points
This section sets out the principles for measuring the fair value of financial instruments as defined in IFRS 13 “Fair Value
Measurement” and the methods used by Groupe BPCE entities to measure the value of their financial instruments.
Financial assets and liabilities are recorded in the balance sheet either at fair value or at amortized cost. An indication of
the fair value of items measured at amortized cost is provided in the notes.
For instruments traded on an active market with a quoted price, the fair value is equal to the quoted price, corresponding
to Level 1 in the fair value hierarchy.
The fair value of other financial instruments not traded on an active market, including in particular loans, borrowings and
derivatives traded over the counter, is calculated using valuation techniques that rely on widely used models and
observable data, corresponding to Level 2 in the fair value hierarchy. When internal data or proprietary models are used
(Level 3 in the fair value hierarchy), independent controls are used to validate the value obtained.

Determination of fair value
General principles
The fair value of an instrument is the price that would be received to sell an asset or paid to transfer a liability in a standard
arm’s length transaction between market participants at the measurement date.
Fair value is therefore determined using the exit price.
On first recognition, fair value is usually the transaction price and is thus the price paid to purchase the asset or the price
received to assume the liability.
In subsequent measurements, the estimated fair value of assets and liabilities must be based primarily on observable
market data, while ensuring that all inputs used in the fair value calculation are consistent with the price that market
participants would use in a transaction.
In this case, fair value consists of a mid-market price and additional valuation adjustments determined according to the
instruments in question and the associated risks.
The mid-market price is obtained based on:
• the instrument’s quoted price, if the instrument is quoted on an active market. A financial instrument is regarded as
quoted on an active market if quoted prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service or regulatory agency, and these prices represent actual and regularly occurring transactions on
the principal market or, failing that, on the most favorable market, on an arm’s length basis;
• if the market for a financial instrument is not active, fair value is established using valuation techniques. The techniques
used must maximize the use of relevant observable entry data and minimize the use of non-observable entry data. They
may refer to observable data from recent transactions, the fair value of similar instruments, discounted cash flow analysis
and option pricing models, proprietary models in the case of hybrid instruments or non-observable data when no pricing
or market data are available.
Additional valuation adjustments include factors related to valuation uncertainties, such as market and credit risk premiums,
in order to recognize the costs incurred by a divestment transaction on the primary market. Likewise, an adjustment
(Funding Valuation Adjustment – FVA) is also recognized to take into account the use of assumptions to measure costs
related to the funding of future cash flows on uncollateralized or partially collateralized derivatives.
The main additional adjustments are as follows:

Bid/ask adjustment – Liquidity risk
This adjustment is the difference between the bid price and the ask price corresponding to the selling costs. It reflects the
cost requested by a market player in respect of the risk of acquiring a position or of selling at a price proposed by another
market player.

Model uncertainty adjustment
This adjustment takes into account imperfections in the valuation techniques used, and in particular risk factors not
considered even though observable market inputs are available. This is the case when the risks inherent in the instruments
differ from those incurred by the observable market data used to determine their valuation.
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Input uncertainty adjustment
Observing certain prices or inputs used in valuation techniques may be difficult, or the price or input may be too regularly
unavailable to determine the selling price. Under these circumstances, an adjustment may be necessary to reflect the
probability of different values being used by market participants for the same inputs when measuring the fair value of the
financial instrument in question.

Credit valuation adjustment (CVA)
This adjustment applies to valuations that do not account for the counterparty’s credit quality. It corresponds to the risk of
loss linked to the risk of default by a counterparty and aims to take into account the fact that the Group may not recover
the full market value of the transactions.
The method for determining the CVA is primarily based on the use of market inputs in connection with professional market
practices, for all segments of counterparties subject to this calculation. In the absence of liquid market inputs, proxies by
type of counterparty, rating and geographic area are used.

Debit Valuation Adjustment (DVA)
The DVA is symmetrical to the CVA and represents the risk of loss, from the counterparty’s perspective, on liability
valuations of derivatives. It reflects the impact of the Group’s credit quality on the valuation of these instruments. The DVA
is assessed by observing the Group’s “credit” market input. At Natixis, the main contributor for the Group, this involves
observing the credit spreads of a sample of comparable banking institutions, taking into account the liquidity of the spread
on Natixis’ CDS during the period. The DVA adjustment is established after taking into account the funding valuation
adjustment (FVA).
Determination of an active market
The following criteria are used to determine whether or not a market is active:
• the level of activity and trend of the market (including the level of activity on the primary market);
• the length of historical data on prices observed in similar market transactions;
• scarcity of prices reported by a service provider;
• sharp bid-ask price spread;
• steep price volatility over time or between different market participants.

Natixis’ control system (Natixis is the main contributor to the Group’s balance sheet items measured
at fair value)
The calculation of fair value is subject to control procedures aimed at verifying that fair values are determined or validated
by an independent function.
Fair values determined by reference to external quoted prices or market inputs are validated by an independent unit (the
Market Data Control department). Level 2 controls are carried out by the Risk division.
On less liquid markets, other market information, primarily observable data, is used to validate the fair value of instruments.
The factors taken into account include the following:
• the origin of the external source (stock market pages, content contribution services, etc.);
• the consistency of the various sources;
• the frequency of data feeds;
• the representative nature of inputs based on recent market transactions.
For fair values determined using valuation models, the control system consists of the independent validation of model
construction and of the inputs included in these models.
This is carried out under the responsibility of the Risk division.
It involves verifying that the model is consistent with and relevant to its intended function (price setting, valuation, coverage,
measurement and control of risk) and the product to which it applies, based on:
• a theoretical approach: the financial and mathematical foundations of the model;
• the application of the model: the pricing models used to generate risk and earnings data;
• the stability of the model under parametric stress;
• an assessment of the stability and consistency of the numerical methods used;
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• the independent re-implementation of the model as part of algorithm validation;
• the comparative analysis of the calibration of model inputs;
• an assessment of the modeling risk, particularly the comparative analysis of the model with other valuation models, in
order to ensure the adequacy of the model and the payoff (the formula of positive or negative flows attached to the
product at maturity);
• the implementation of an adjustment in respect of modeling risk to account for potential deficiencies in the model or its
calibration;
• the incorporation of the model into information systems.
The methods for determining fair value are monitored by a number of bodies including the Inputs and Observability
Committee, the Valuation Committee, the Impairment Committee and the Model Validation Committee, which comprise
representatives of the Risk department, the Finance department and the Market Data Monitoring and Valuation department.
The methodological principles in respect of fair value applied by Natixis were examined in the second quarter of 2019,
leading to the further refining of the criteria for observability and a reexamination of the classification of financial assets
and liabilities by fair value hierarchy (see below).

Fair value hierarchy
For financial reporting purposes, IFRS 13 requires fair value measurements applied to financial and non-financial
instruments to be allocated to one of three fair value levels:

Level 1: Valuation using prices quoted on a liquid market
Level 1 comprises instruments whose fair value is determined based on directly usable prices quoted on active markets.
This mainly includes securities listed on a stock exchange or traded continuously on other active markets, derivatives
traded on organized markets (futures, options, etc.) whose liquidity can be demonstrated, and units of UCITS that calculate
and report their net asset value on a daily basis.

Level 2: Valuation using observable market inputs
Level 2 fair value comprises instruments other than those mentioned in Level 1 fair value and instruments measured using
a valuation technique incorporating inputs that are either directly observable (prices) or indirectly observable (derived from
prices) through to maturity. This mainly includes:

Simple instruments
Most over-the-counter derivatives, swaps, credit derivatives, forward rate agreements, caps, floors and plain vanilla options
are traded in active markets, i.e. liquid markets in which trades occur regularly.
These instruments are valued using generally accepted models (discounted cash flow method, Black & Scholes model,
interpolation techniques), and on the basis of directly observable inputs.
For these instruments, the extent to which models are used and the observability of inputs has been documented.
Instruments measured using Level 2 inputs also include:
• securities that are less liquid than those classified as Level 1, whose fair value is determined based on external prices
put forward by a reasonable number of active market makers and which are regularly observable without necessarily
being directly executable (prices mainly taken from contribution and consensus databases); where these criteria are not
met, the securities are classified as Level 3 fair value;
• securities not quoted on an active market whose fair value is determined based on observable market data (for example,
using market data for listed peers or the earnings multiple method based on techniques widely used in the market);
• Greek sovereign securities, whose fair value is recorded under Level 2;
• shares of UCITS that do not calculate and report their net asset value on a daily basis but which are subject to regular
reporting or which offer observable data from recent transactions;
• issued debt instruments designated at fair value are classified as Level 2 when the underlying derivatives are classified
as Level 2;
• issuer credit risk is also considered to be observable. It is measured using the discounted cash flow method, with inputs
such as the yield curve and revaluation spreads. For each issue, this valuation represents the sum of the notional amount
outstanding and its sensitivity, taking into account the existence of calls and the difference between the revaluation
spread (based on the BPCE cash reoffer curve at June 30, 2020 as for previous closing dates) and the average issue
“spread”. Changes in own credit risk are generally not material for issues with an initial maturity of less than one year.
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Complex instruments
Certain hybrid and/or long-maturity financial instruments are measured using a recognized model on the basis of market
inputs derived from observable data such as yield curves, implied volatility layers of options, market consensus data or
active over-the-counter markets.
The main models for determining the fair value of these instruments are described below by type of product:
• equity products: complex products are valued using:
− market data,
− a payoff, i.e. the formula of positive or negative flows attached to the product at maturity,
− a model of trends in the underlying asset.
These products can have single or multiple underlyings or be hybrids (fixed income/equity for example).
The main models used for equity products are local volatility models, local volatility combined with a Hull & White 1 factor
(H&W1F) model, and Local Stochastic Volatility (LSV).
The local volatility model treats volatility as a function of time and the price of the underlying. Its main property is that it
considers the implied volatility of the option (derived from market data) relative to its exercise price.
The local volatility hybrid model, paired with the H&W1F model, consists of pairing the local volatility model described
above with a Hull & White 1 factor type fixed income model, described below (see Fixed income products).
The LSV model is based on the joint diffusion of the underlying asset and its volatility (two factors in total), with a local
volatility function (known as a decorator), to ensure consistency with all vanilla options.
• Fixed income products: fixed income products generally have specific characteristics which determine the choice of
model. Underlying risk factors associated with the payoff are taken into account.
The main models used to value and manage fixed income products are Hull & White models (one-factor (HW1F) and twofactor (HW2F) models or a one-factor Hull & White stochastic volatility model (HW1FVS)).
The HW1F model is used to model the yield curve with a single Gaussian factor, calibrated on vanilla interest rate options.
The HW2F model is used to model the yield curve with two factors, calibrated on vanilla interest rate options and spreadoption type instruments.
The HW1VS model is used to model both the Gaussian factor representing the yield curve and its volatility (like the LSV
model for equities).
• Foreign exchange products: foreign exchange products generally have specific characteristics which determine the
choice of model.
The main models used to value and manage foreign exchange products are local and stochastic volatility models (like the
LSV model for equities), as well as hybrid models, which combine modeling of the underlying foreign exchange transaction
with two Hull & White 1 factor models of the yield curves of domestic and foreign economies.
Inputs relating to all such Level 2 instruments were demonstrated to be observable and documented. From a methodology
perspective, observability is based on four inseparable criteria:
• inputs are derived from external sources (for example a recognized contributor);
• they are updated periodically;
• they are representative of recent transactions;
• their characteristics are identical to the characteristics of the transaction. If necessary, a proxy may be used, provided
that the relevance of such an arrangement is demonstrated and documented.
The fair value of instruments obtained using valuation models is adjusted to take account of liquidity risk (bid-ask),
counterparty risk, the risk relating to the cost of financing uncollateralized or partially collateralized derivatives, own credit
risk (measurement of liability derivative positions), and modeling and input risk.
The margin generated when these instruments begin trading is immediately taken to profit or loss.

Level 3: Valuation using unobservable market inputs
Level 3 comprises instruments measured using unrecognized models and/or models based on unobservable market data,
where they are liable to materially impact the valuation. This mainly includes:
• unlisted shares whose fair value could not be determined using observable inputs;
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• private equity securities not listed on an active market, measured at fair value with models commonly used by market
participants, in accordance with International Private Equity Valuation (IPEV) standards, but which are sensitive to market
fluctuations and whose fair value determination necessarily involves a judgment call;
• structured securities or securities representative of private placements, held by the Insurance business line;
• hybrid interest rate and currency derivatives and credit derivatives that are not classified in Level 2;
• loans in the syndication process for which there is no secondary market price;
• loans in the securitization process for which fair value is determined based on an expert appraisal;
• investment property whose fair value is calculated using a multi-criteria approach, by capitalizing rent at market rates
and through comparisons with market transactions;
• instruments with a deferred day one margin;
• units of UCITS for which the fund has not published a recent NAV at the valuation date, or for which there is a lock-up
period or any other constraint calling for a significant adjustment to available market prices (NAV, etc.) in respect of the
low liquidity observed for such shares;
• issued debt instruments designated at fair value are classified as Level 3 when the underlying derivatives are classified
as Level 3; The associated “issuer credit risk” is regarded as observable and it is therefore classified as Level 2;
• CDS contracted with credit enhancers (monoline insurers), for which the valuation model used to measure write-downs
is similar to the Credit Valuation Adjustment (CVA) used for counterparty risk. The model also takes into account the
expected amortization of exposures and the counterparty spread implicit in market data.
Plain vanilla derivatives are also classified as Level 3 fair value when exposure is beyond the liquidity horizon determined
by underlying currencies or by volatility surface (e.g. certain foreign currency options and volatility caps/floors).
In accordance with the Ministerial Order of February 20, 2007, as amended by the Order of November 23, 2011 on capital
requirements for credit institutions and investment companies and pursuant to the European Regulation of June 26, 2013
(CRR) on the Basel III requirements, for each of the models used, a description of crisis simulations applied is provided in
Chapter 3 “Risk Management”.
Under IFRS 9, day one profit should be recognized only if it is generated by a change in the factors that market participants
would consider in setting a price, i.e. only if the model and parameters input into the valuation are observable.
If the selected valuation model is not recognized by current market practices, or if one of the inputs significantly affecting
the instrument’s valuation is not observable, the trading profit on the trade date cannot be recognized immediately in the
income statement. It is taken to income on a straight-line basis over the life of the transaction or until the date the inputs
become observable. Any losses incurred at the trade date are immediately recognized in income.
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At June 30, 2020, instruments for which the recognition of day one profit/loss has been deferred mainly included:
• multi-underlying structured equity and index products;
• mono-underlying structured products indexed to sponsored indexes;
• synthetic loans;
• options on funds (multi-assets and mutual funds);
• structured fixed income products;
• securitization swaps.
These instruments are almost all located at Natixis.
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The table below provides the main unobservable inputs and the value ranges for these instruments at June 30, 2020:

Instrument class

Main types of products

Valuation techniques used

Main unobservable data

Unobservable data ranges
min - max

Interest rate
derivatives

Sticky CMS/Volatility Bonds

Interest rate options valuation models

Interest rate
derivatives

Callable Spread Options and
Corridor Callable Spread Options

Model representing several yield curve
Mean reversion spread
factors

Interest rate
derivatives

Bermuda Accreting

Adjusted Hull & White one-factor
model

Accreting Factor

[72.5%; 94%]

Interest rate
derivatives

Volatility caps/floors

Interest rate options valuation models

Interest rate vol

[1.5%; 73.88%]

Mean reversion inputs

[0.392%; 117.23879%]

Equity

Simple and complex equity, equity
basket or fund derivatives

Different valuation models for equity,
equity basket or fund options Equity
vol

[1.75%; 5%]

[0%; 30%] EUR = 30%, USD 25%

[12%; 477%]

Fund vol

[3.35%; 40.27%]

Stock/stock correlation

[19.19%; 98.70%]

Repo of general baskets

[-0.81%; 0.84%]

Forex

Exchange rate derivatives

Exchange rate option valuation models Currency vol

Forex

Long-term PRDC/PRDKO/TARN

Hybrid currency/interest rate options
valuation model

Correlation between foreign
exchange rates and interest
rates as well as long-term
volatility levels

Exchange rate and interest rate
correl: [11.5%; 39.8%]
Long-term volatility: [7.245%;
13.026%]

Credit

CDO

The default rates are based on the
market prices of the underlying PFI
bonds and the recovery rates are
based on historical ratings agency data

Correlation between the
assets, base spread between
the cash asset and derivative
asset, recovery rate

0.80%

Credit

Securitization swaps

Discounted expected cash flows based
on early redemption assumptions on
the underlying portfolio

Prepayment rate

Hybrids

Hybrid equity/fixed income/forex
(FX) derivatives

Hybrid models coupled with equity,
forex and interest rate diffusion

Black & Scholes model

3.3% to 35%

Equity-FX correlations

[-53.5%; 77.65%]

Equity/FI correlations

[-44%; 44%]

FI-FX correlations
Helvetix: Strip of long-term
options, Strip of quanto options,
Strip of digital options

[2.12%; 13.11%]

EURCHF/EURUSD correlations

[-35%; 32.4%]

[17.31%: 37.04%]

Forex
Helvetix: Options spread and digital
Gaussian copula
options spread

Long-term USD/CHF
& EUR/CHF volatility

USDCHF vol: [8.6582%; 11.2792%]
EURCHF vol: [7.4551%; 9.0559%]
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Policy concerning fair value hierarchy transfers
Transfers between fair value levels are reviewed and validated by ad hoc committees at Natixis comprising representatives
of various functions, particularly Finance, Risk and the Business Lines. The committees consider various indicators of
market activity and liquidity as described in the General Principles.
A review is undertaken for any instrument that ceases to meet these criteria or once again complies with the criteria.
Transfers to and from Level 3 must be approved in advance.
In fiscal year 2019, the main reclassifications involved accreting Bermudan swaptions (in euros and in Australian dollars),
specific complex derivatives with single or multiple underlyings structured on indexes and the associated liabilities
designated at fair value. These instruments were reclassified from Level 2 to Level 3 of the fair value hierarchy due to an
examination of observability during the period which demonstrated an absence of observable prices for the corresponding
inputs and products, leading to their reclassification to Level 3 of the fair value hierarchy.

Instruments affected by the financial crisis
Instruments affected by the financial crisis and carried at fair value on the balance sheet are essentially held by Natixis,
which calculates their fair value using the models described below:

CDS contracted with credit enhancers (monoline insurers and CDPCs)
Since December 31, 2015, the valuation model used to measure write-downs on CDS contracted with monoline insurers
has been similar to the Credit Valuation Adjustment (CVA) used for counterparty risk. The model also takes into account
the expected amortization of exposures and the counterparty spread implicit in market data.

Trust Preferred Securities (TruPS) CDOs
In 2018, TruPS CDOs were measured using a valuation model based on projected future cash flows and default rates
determined according to a statistical approach that deduces the default probability of banks according to their financial
ratios. For other sectors, default rates were estimated considering the current ratings of assets.
As the number of contributions was sufficient, TruPS CDOs were marked-to-market at December 31, 2019.

Instruments not carried at fair value on the balance sheet
IFRS 13 requires disclosure in the notes to the financial statements of the fair value, and the associated fair value levels,
of all financial instruments carried at amortized cost, including loans. The valuation methods used to determine the fair
value disclosed in the notes to the financial statements are described below.

Assets and liabilities of Natixis business lines, the cash management pool, BPCE, and the Caisses
d’Epargne financial portfolios
Credit and loans recognized at amortized cost and amounts payable under finance leases
The fair value of these instruments is determined by discounting future cash flows. The discount rate applied for a given
loan is the rate at which the Group would grant a loan with similar characteristics to a similar counterparty at the reporting
date. The interest rate and counterparty risk components are reassessed.
The fair value of repurchase agreements is calculated by discounting expected cash flows at the market rate on the closing
date and adding a liquidity spread.
If there is a quoted price that meets the criteria of IFRS 13, the quoted price is used.
The fair value of loans with an initial term of less than one year is considered to be their carrying amount. This is generally
the case for financial assets with a term of one year or less and current accounts. The corresponding receivables are
classified in Level 2 of the fair value hierarchy. Loans and receivables granted to affiliates are also classified in Level 2.

Borrowings and savings
At Natixis, the assessment of the fair value of securities borrowings and debts is based on the method of discounting future
cash flows using inputs on the reporting date such as the interest rate curve of the underlyings and the spread at which
Natixis lends or borrows.
The fair value of debts maturing in less than one year is considered to be the carrying amount. These liabilities are classified
in Level 2 of the fair value hierarchy, as are debts payable to affiliates.
The fair value of other amounts due to banks and customers with a term of over one year is deemed to be equal to the
present value of future cash flows discounted at the interest rate observed at the balance sheet date, plus the own credit
risk of Groupe BPCE.
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Investment property recognized at cost
The fair value of investment property (excluding investment property held by insurance companies) is determined using
the rent capitalization method, which is widely used by real estate professionals. The capitalization rate applied to the
property depends on a number of factors such as location, the quality and type of building, its use, type of ownership,
quality of lessee and characteristics of the lease, the interest rate and competition in the real estate market.

Financial instruments of the retail banking business lines
For financial instruments not measured at fair value on the balance sheet, fair value calculations are provided for
information purposes and must only be interpreted as estimates.
In most cases, the values indicated are not liable to be realized and generally may not be realized in practice.
These fair values are thus only calculated for information purposes in the notes to the financial statements. They are not
indicators used in the interest of overseeing retail banking activities, for which the business model is mainly based on the
collection of contractual cash flows.
Consequently, the following simplified assumptions were used:
The carrying amount of the assets and liabilities is deemed to be their fair value in certain cases.
These notably include:
• short-term financial assets and liabilities (whose initial term is one year or less) provided that sensitivity to interest-rate
risk and credit risk is not material during the period;
• demand liabilities;
• floating rate loans and borrowings;
• transactions in a regulated market (particularly regulated savings products), whose prices are set by the public
authorities.

Fair value of loans to retail customers
The fair value of loans is measured using internal valuation models that discount future payments of recoverable capital
and interest over the remaining loan term. Except in special cases, only the interest rate component is remeasured, as the
credit margin is established at the outset and not subsequently remeasured. Prepayment options are factored into the
model via an adjustment to loan repayment schedules.

Fair value of loans to large corporates, local authorities and banks
The fair value of loans is measured using internal valuation models that discount future payments of recoverable capital
and interest over the remaining loan term. The interest rate component is remeasured, as is the credit risk component
(where it is an observable piece of data used by customer relationship managers). Failing that, the credit risk component
is established at the outset and not subsequently remeasured, as with loans to retail customers. Prepayment options are
factored into the model via an adjustment to loan repayment schedules.

Fair value of debt
The fair value of fixed rate debt owed to banks and customers with a term of over one year is deemed to be equal to the
present value of future cash flows discounted at the interest rate observed at the balance sheet date. Own credit risk is not
generally taken into account.
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9.1

9.1.1

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Fair value hierarchy of financial assets and liabilities

The following statement provides a breakdown of financial instruments by type of price and valuation model:
6/30/2020
in millions of euros

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Credit derivatives
Other derivatives
Financial assets at fair value through profit or loss – Held for trading
(1)

Level 2

Level 3

TOTAL

19,401

85,940
80,726
5,214
480
480
47,637
31,688
3,560
10,997
555
838

1,804
1,684
120

107,145
82,410
24,735
29,210
29,210
51,651
32,329
5,323
11,998
752
1,250

134,058
926
785
141

4,050
42
42

188,006
968
827
141

926
2
2

42
5

968
7
2
5
7
10,189
3,335
6,854
10,189
1,960
1,960

19,401
28,730
28,730
1,768
1,356

412
49,899

Derivatives
Interest rate derivatives
Currency derivatives
Financial assets at fair value through profit or loss – Economic
hedges
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets designated at fair value through profit or loss
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets at fair value through profit or loss – Non-standard
Equity instruments
Shares and other equity securities
Financial assets at fair value through profit or loss – Excluding assets
held for trading
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Financial assets at fair value through other comprehensive income
Interest rate derivatives
Currency derivatives
Hedging derivatives
TOTAL FINANCIAL ASSETS AT FAIR VALUE
(1)

Level 1

2,986
2,986
2,986
241
241
241
44,166
44,166
284
284
44,450

97,575

2
1,278
951
327
1,278
55
55
55
4,544
1
4,543
498
498
5,042
9,816
1,477
11,293
152,654

2,246
640
407
1,001
197

5
5
5,925
2,384
3,541
5,925
1,665
1,665
1,665
662
15
647
2,248
2,248
2,909

14,595

1,960
49,372
16
49,356
3,029
3,029
52,401
9,816
1,477
11,293
264,825

Excluding economic hedging.
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Level 1

in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Other financial liabilities
Financial liabilities at fair value through profit or loss – Held for trading (1)
Derivatives
Interest rate derivatives
Currency derivatives
Financial liabilities at fair value through profit or loss – Economic hedges
Debt securities
Other financial liabilities
Financial liabilities designated at fair value through profit or loss
Interest rate derivatives
Currency derivatives
Hedging derivatives
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE
(1)

17,855
720
337

383
18,575

3,183
3,183

21,758

6/30/2020
Level 2
Level 3
80,502
47,674
28,015
5,031
12,974
968
686
11,001
139,177
1,059
830
229
1,059
15,062
27
15,089
14,278
2,450
16,728
172,053

583
2,166
383
674
779
326
5
2,750
446
441
446
7,927
2
7,929

11,125

TOTAL
98,940
50,560
28,399
6,042
13,753
1,293
1,073
11,001
160,502
1,505
1,271
229
1,505
22,989
3,212
26,201
14,278
2,450
16,728
204,936

Excluding economic hedging.
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Level 1

in millions of euros

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Credit derivatives
Other derivatives

13,419
13,419
40,683
40,683
1,080
2
834

243

Financial assets at fair value through profit or loss – Held for trading
Derivatives
Interest rate derivatives
Currency derivatives

(1)

55,181

Financial assets at fair value through profit or loss – Economic hedges
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets designated at fair value through profit or loss
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets at fair value through profit or loss – Non-standard
Equity instruments
Shares and other equity securities
Financial assets at fair value through profit or loss – Excluding assets held for
trading
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities

2,662
2,662
2,662
259
259
259
38,895
38,895
347
347

12/31/2019
Level 2
Level 3

TOTAL

101,173
97,500
3,673
185
185
43,479
29,434
2,452
10,968
374
252

3,706
2,823
883
60
60
2,066
860
265
712
229

118,297
100,323
17,975
40,928
40,928
46,624
30,296
3,551
11,680
603
495

144,837
916
702
214

5,831
12
12

205,849
928
714
214

916
45
2
43

12

928
45
2
43

45
1,015
687
327
1,015
52
52

6,205
2,545
3,660
6,205
1,752
1,752

45
9,881
3,232
6,649
9,881
2,063
2,063

52
2,123
5
2,117
522
522

1,752
524
39
484
2,220
2,220

2,063
41,541
45
41,497
3,089
3,089

Financial assets at fair value through other comprehensive income
Interest rate derivatives
Currency derivatives
Hedging derivatives

39,242

2,645
7,913
1,370
9,283

2,743

44,630
7,913
1,370
9,283

TOTAL FINANCIAL ASSETS AT FAIR VALUE

97,345

158,793

16,544

272,681

(1)

Excluding economic hedging.
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Level 1

in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Other financial liabilities

19,963
736
498

238

Financial liabilities at fair value through profit or loss – Held for trading (1)
Derivatives
Interest rate derivatives
Currency derivatives
Financial liabilities at fair value through profit or loss – Economic hedges
Debt securities
Other financial liabilities
Financial liabilities designated at fair value through profit or loss
Interest rate derivatives
Currency derivatives
Hedging derivatives
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE
(1)

20,699

3,696
3,696

24,395

12/31/2019
Level 2
Level 3

TOTAL

95,045
42,810
27,036
4,108
10,796
508
361
9,090

809
1,685
593
315
460
316
1

115,817
45,232
27,629
4,922
11,256
824
600
9,090

146,945
881
721
160

2,494
433
434

170,138
1,314
1,154
160

881
17,231
29
17,260
12,505
2,563
15,068

433
9,366
2
9,368

1,314
26,597
3,727
30,324
12,505
2,563
15,068

180,153

12,296

216,844

Excluding economic hedging.
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9.1.2

Breakdown of financial assets and liabilities classified in Level 3 of the fair value hierarchy

Gains and losses recognized in the income
statement during the period
In the income statement

in millions of euros

On
transactions
in progress at
the reporting
date

12/31/2019

Transactions carried out
during the period

Transfers during the period

(1)

On
transactions
removed
from the
balance sheet
at the
In other
reporting comprehensive Purchases /
Sales /
date
income
Issues Redemptions

To another
reporting
category

From and
to another
level (2)

Other
changes (3)

6/30/2020

FINANCIAL ASSETS
Debt instruments

3,706

(62)

398

3,654

(5,790)

(98)

(5)

1,804

Loans due from banks and customers

2,823

68

5

2,433

(3,528)

(115)

(2)

1,684

883

(129)

393

1,221

(2,262)

17

(3)

120

Debt securities
Equity instruments
Shares and other equity securities
Derivatives

60

(60)

60

(60)

2,066

(418)

188

682

(311)

72

(33)

2,246

Interest rate derivatives

860

(93)

(15)

26

(97)

(38)

(3)

640

Equity derivatives

265

(437)

206

602

(156)

(69)

(3)

407

Currency derivatives

712

136

52

(53)

169

(15)

1,001

Credit derivatives

229

(23)

(3)

2

(5)

10

(13)

197

586

4,337

(6,100)

(26)

(98)

4,050

Financial assets at fair value through profit or
loss – Held for trading (4)

5,831

(480)

Derivatives

12

27

(3)

(1)

7

42

Interest rate derivatives

12

27

(3)

(1)

7

42

(3)

(1)

7

Currency derivatives
Financial assets at fair value through profit or
loss – Economic hedges

12

27

42

Debt instruments

(2)

2

5

5

Debt securities

(2)

2

5

5

Financial assets designated at fair value through
profit or loss

(2)

Debt instruments

6,205

Loans due from banks and customers

2,545

18

Debt securities

3,660

(61)

Financial assets at fair value through profit or
loss – Non-standard

6,205

Equity instruments

1,752

Shares and other equity securities
Financial assets at fair value through profit or
loss – Excluding assets held for trading
Debt instruments
Loans due from banks and customers
Debt securities

(44)

2
4

351

(421)

(1)

5

5

(115)

(54)

5,925

199

(286)

(40)

(52)

2,384

4

152

(136)

(1)

(75)

(2)

3,541

(44)

4

351

(421)

(1)

(115)

(54)

5,925

(88)

10

81

(151)

(4)

3

61

1,665

1,752

(88)

10

81

(151)

(4)

3

61

1,665

1,752

(88)

10

81

(151)

(4)

524

23

(2)

43

(59)

1

(26)

(8)

39

3

61

1,665

172

(31)

662

172

(31)

647

15

484

23

(2)

(8)

42

(34)

Equity instruments

2,220

164

8

(57)

62

(164)

(3)

10

7

2,248

Shares and other equity securities

2,220

164

8

(57)

62

(164)

(3)

10

7

2,248

Financial assets at fair value through other
comprehensive income

2,743

187

7

(64)

105

(224)

(3)

182

(25)

2,909
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Gains and losses recognized
during the period
In the income statement

in millions of euros

12/31/2019

Transactions carried out
during the period

Transfers during the period

(1)

On
transactions
On
removed
transactions
from the
in progress balance sheet
at the
at the
reporting
reporting
date
date

Purchases /
Sales /
Issues Redemptions

To another
reporting
category

From and
to another
level (2)

Other
changes (3)

6/30/2020

FINANCIAL LIABILITIES
Debt securities

809

19

(27)

517

(734)

1,685

425

(114)

167

(149)

196

(43)

2,166

- Interest rate derivatives

593

(213)

(43)

66

(16)

(2)

(2)

383

- Equity derivatives

315

482

(80)

85

(139)

8

3

674

- Currency derivatives

460

137

9

14

9

179

(29)

779

- Credit derivatives

316

26

2

(4)

1

(15)

326

- Other derivatives

1

(8)

Derivatives

Financial liabilities at fair value through profit or
loss – Held for trading (4)

583

10

5

2,494

444

(141)

684

(884)

196

Derivatives

433

30

(12)

3

(31)

22

446

Interest rate derivatives

433

14

(12)

3

(21)

22

441

Equity derivatives
Financial liabilities at fair value through profit or
loss – Economic hedges
Debt securities
Other financial liabilities
Financial liabilities designated at fair value through
profit or loss

14

(44)

(9)

5

433

30

(12)

3

(31)

22

9,366

(1,102)

404

2,631

(3,255)

(55)

446
(63)

2
9,368

2,750

7,927
2

(1,102)

404

2,631

(3,255)

(55)

(63)

7,929

(1)

The main impacts recognized in the income statement are mentioned in Note 4.3.
The main transfers to and from Level 3 are described in Note 9.1.3.
(3) Other changes mainly include the impact of changes in the consolidation scope and foreign exchange gains and losses.
(4) Excluding economic hedging.
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx
(2)
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Gains and losses recognized in the income
statement during the period

in millions of euros

In the income statement (1)
On
transactions
removed
On
from the
transactions balance sheet
in progress at
at the
In other
the reporting
reporting comprehensive
12/31/2018
date
date
income

Transactions carried out
during the period

Purchases /
Sales /
Issues Redemptions

Transfers during
the period

To another
reporting
category

From and
to another
level (2)

Other
changes (3) 12/31/2019

FINANCIAL ASSETS
Debt instruments

3,630

66

149

9,099

(8,824)

(130)

(97)

(188)

3,706

Loans due from banks and customers

2,936

92

169

7,225

(7,386)

(122)

(116)

25

2,823

(26)

(20)

1,874

(1,438)

(8)

19

(213)

883
60

Debt securities

694

Equity instruments

9

60

(8)

Shares and other equity securities

9

60

(8)

Derivatives

1,729

951

Interest rate derivatives

236

330

(5)

10

(80)

Equity derivatives

406

643

(251)

155

(768)

Currency derivatives

943

(66)

(86)

214

(54)

(315)

Credit derivatives

144

44

8

22

5,368

1,017

Financial assets at fair value through profit or
loss – Held for trading (4)

(334)

401

1
(9,727)

(128)

140

60

81

2,066

368

1

860

85

(5)

265

76

712

9

229

1

(115)

5,831

80

(1)

(17)

(23)

(26)

12

Interest rate derivatives

71

(1)

(17)

(23)

(17)

12

Financial assets at fair value through profit or
loss – Economic hedges

9,559

1

Derivatives
Currency derivatives

(185)

(903)

43

9
80

Debt instruments

(9)
(1)

(17)

(23)

(4)

4

(4)

3

(26)

12

Loans due from banks and customers
Debt securities
Financial assets designated at fair value
through profit or loss

(4)

4

Debt instruments

5,485

341

49

473

(819)

(29)

(111)

756

6,205

Loans due from banks and customers

2,604

82

3

30

(206)

(85)

(57)

174

2,545

Debt securities

2,881

260

46

443

(613)

114

(54)

582

3,660

Financial assets at fair value through profit or
loss – Non-standard

(111)

5,485

341

49

473

(819)

(29)

756

6,205

Equity instruments

751

6

83

356

(199)

146

608

1,752

Shares and other equity securities

751

6

83

356

(199)

146

608

1,752

Financial assets at fair value through profit or
loss – Excluding assets held for trading

751

6

83

356

(199)

146

Debt instruments

189

(2)

253

(209)

2

21

1

28

(12)

2

169

(2)

(2)

224

(197)

Loans due from banks and customers
Debt securities

(2)

608

1,752

86

206

524

86

207

484

39

Equity instruments

1,992

181

34

80

651

(579)

(12)

(188)

61

2,220

Shares and other equity securities

1,992

181

34

80

651

(579)

(12)

(188)

61

2,220

Financial assets at fair value through other
comprehensive income

2,181

179

34

78

904

(789)

(10)

(102)

268

2,743
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Gains and losses recognized
in the income statement
during the period

in millions of euros

In the income statement (1)
On
transactions
removed
On
from the
transactions
balance
in progress at sheet at the
the reporting
reporting
12/31/2018
date
date

Transactions carried out
during the period

Purchases /
Sales /
Issues Redemptions

Transfers during the period

To another
reporting
category

From and
to another
level (2)

Other
changes (3)

12/31/2019

FINANCIAL LIABILITIES
Debt securities

1,176

37

(37)

1,161

(1,526)

Derivatives

1,757

(75)

(219)

185

(290)

(2)
72

809

192

65

1,685

- Interest rate derivatives

262

64

(20)

45

(41)

281

2

593

- Equity derivatives

569

(249)

(218)

114

(188)

277

9

315

- Currency derivatives

686

73

10

24

(9)

(368)

44

460

- Credit derivatives

239

36

8

2

(52)

11

316

- Other derivatives
Financial liabilities at fair value through profit or
loss – Held for trading (4)

72

1

1

1

2,932

(38)

(256)

65

2,494

Derivatives

576

120

(27)

(214)

(22)

433

Interest rate derivatives

553

(28)

(27)

(43)

(22)

433

23

148

Financial liabilities at fair value through profit or
loss – Economic hedges

576

120

(27)

Debt securities (5)

188

473

(2)

3

(1)

191

473

Equity derivatives

Other financial liabilities
Financial liabilities designated at fair value through
profit or loss

1,346

(1,816)

72

190

(171)
(214)
3,339

(1,905)

2

4,975

(22)

433

2,296

9,366
2

(2)

3,339

(1,905)

2

4,975

2,296

9,368

(1)

The main impacts recognized in the income statement are mentioned in Note 4.3.
The main transfers to and from Level 3 are described in Note 9.1.3.
(3) Other changes mainly include the impact of changes in the consolidation scope and foreign exchange gains and losses.
(4) Excluding economic hedging.
(5) Issues of debt securities were symmetrically reclassified to Level 3 of the fair value hierarchy of underlying derivatives both for instruments declared unobservable
during the period and for issues relating to instruments already classified as Level 3 at December 31, 2018 (recorded in the Other changes column).
(2)
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9.1.3

Breakdown of fair value hierarchy transfers

The amounts of transfers indicated in this statement are those of the last valuation preceding the transfer.

H1 2020
in millions of euros

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

598

114

60

598
190
190
146

114

60

59

338

81

44

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Credit derivatives
Other derivatives
Financial assets at fair value through profit or loss – Held
for trading (1)
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets at fair value through profit or
loss – Non-standard
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Financial assets at fair value through other
comprehensive income
(1)

158
115
44

267
39
69
158
1

327
11
65

15

933
1

173

1

398
29

425
144
40
104

29

1
273

811

29
172

273
2
2

811

172
10
10

276

811

182

144

Excluding economic hedging.

H1 2020
in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Financial liabilities at fair value through profit or
loss – Held for trading (1)
Derivatives
Interest rate derivatives
Financial liabilities at fair value through profit or
loss – Economic hedges
Debt securities
Financial liabilities designated at fair value through
profit or loss
(1)

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

33
106

1
34

20

34

85
139

35

361
1
30
318
1
11

165
3
22
139

361
1
1

165

1

1
233

288

233

288

Excluding economic hedging.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 167

Fiscal year 2019
in millions of euros

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Credit derivatives
Other derivatives
Financial assets at fair value through profit or
loss – Held for trading (1)
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets at fair value through profit or
loss – Non-standard
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Financial assets at fair value through other
comprehensive income

290
54
236
2
2
16

146

19

146

19

111

16

109

486
381
90
13
1

116
116

346
13
5
328

2
308

256
17

0
67

17

505
98
60
38

67

462
142
117
25

354

122

17
966

98
15

67
10

142
41

354

122

966

15
(20)
(20)

10

41
168
168

354

122

966

(5)

10

209

Fiscal year 2019
in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Financial liabilities at fair value through
profit or loss – Held for trading (1)
Derivatives
Interest rate derivatives
Financial liabilities at fair value through
profit or loss – Economic hedges
Debt securities
Financial liabilities designated at fair value
through profit or loss
(1)

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

12

83
116

12

115

598
302
287
8
1

2
406
20
10
376

1
12

199

598
(1)
(1)

408

(1)
4,975
4,975

Excluding economic hedging.

9.1.4

Sensitivity of Level 3 assets and liabilities to changes in the principal assumptions

At June 30, 2020, Natixis calculated the sensitivity of the fair value of its financial instruments measured using unobservable
inputs. With the aid of probable assumptions, this sensitivity was used to estimate the impacts of market fluctuations in an
uncertain economic environment. This estimate was made using assumptions of additional valuation adjustments for fixed
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income, currency and equity instruments, representing a potential impact of €35 million on the income statement, including
€9 million in equity instruments and derivatives.
9.2

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES AT AMORTIZED COST

For financial instruments not measured at fair value on the balance sheet, fair value calculations are provided for
information purposes and must only be interpreted as estimates.
In most cases, the values indicated are not liable to be realized and generally may not be realized in practice.
These fair values are thus only calculated for information purposes in the notes to the financial statements. They are not
indicators used in the interest of overseeing retail banking activities, for which the management model is based on the
collection of expected cash flows.
The simplified assumptions used to measure the fair value of instruments at amortized costs are presented in Note 9.1.

in millions of euros

FINANCIAL ASSETS AT AMORTIZED COST
Loans and receivables due from banks
Loans and receivables due from customers
Debt securities
FINANCIAL LIABILITIES AT AMORTIZED COST
Amounts due to banks
Amounts due to customers
Debt securities
Subordinated debt

6/30/2020

12/31/2019

Fair value

Fair value

93,865
742,185
28,571

90,504
708,873
28,246

128,800
622,777
237,444
18,406

77,900
560,680
239,983
18,597
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Note 10 Income taxes
10.1

INCOME TAX

Accounting principles
Income tax includes all domestic and foreign taxes payable on the basis of taxable profits. Income tax also includes taxes,
such as withholding taxes, which are payable by a subsidiary, an associate or a joint arrangement on distributions of
dividends to the entity that draws up financial statements. The CVAE (Business Added Value Tax) is not considered as
income tax.
Income tax includes:
• current taxes, which are the amount of income taxes payable on taxable profit or recoverable on a tax loss over a given
period. They are calculated on the taxable income for the period for each fiscal entity in the tax consolidation scope by
applying the applicable tax rates and rules set by the tax authorities and on the basis of which tax shall be paid (received).
• deferred taxes.
Where it is probable that one of the Group’s tax positions will not be accepted by the tax authorities, this situation is
reflected in the financial statements when calculating current tax (due or recoverable) and deferred tax (asset or liability).
IAS 12 “Income taxes” gave no particular details on how to account for uncertainties in income taxes, and was clarified by
IFRIC 23 “Uncertainty over Income Tax Treatments”, which was adopted by the European Commission on October 23,
2018 with effect from January 1, 2019.
The Interpretation clarifies how to apply the deferred income tax recognition and measurement requirements when there
is uncertainty over income tax treatments. If there is doubt as to the acceptability of the income tax treatment by the tax
authority under tax law, then this tax treatment is an uncertain tax treatment. Assuming it is likely that the tax authority will
not accept the income tax treatment used, IFRIC 23 states that the amount of the uncertainty to be reflected in the financial
statements shall be estimated using the method that will better predict the resolution of the uncertainty. To determine this
amount, two approaches may be used: the most likely amount or the expected value of the tax treatment (that is, the
weighted average of the different scenarios possible). Furthermore, IFRIC 23 requires the measurement of tax
uncertainties to be reassessed if facts and circumstances change or new information arises.
Tax uncertainties are reported as assets or liabilities and according to whether they relate to a current or deferred tax under
the balance sheet headings “Deferred tax assets”, “Current tax assets”, “Deferred tax liabilities” and “Current tax liabilities”.

in millions of euros

Current income tax expense
Deferred tax assets and liabilities
INCOME TAX

H1 2020

H1 2019

(491)

(785)

106

(227)

(385)

(1,012)
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Reconciliation between the tax charge in the financial statements and the theoretical tax charge

H1 2020
in millions of
euros
Net income attributable to equity holders of the parent

H1 2019
Tax rate

in millions of
euros

312

1,298

Non-controlling interests

(13)

283

Share in net income of associates

(68)

(125)

Income taxes

385

1,012

INCOME BEFORE TAX AND CHANGES IN THE VALUE OF GOODWILL (A)
Standard income tax rate in France (B)

617

2,554

Change in the value of goodwill

Tax rate

85

32.02%

34.43%

Theoretical income tax expense (income) at the tax rate applicable in
France (AxB)

(198)

Impact of the change in unrecognized deferred tax assets and liabilities

(15)

2.4%

(93)

(196)

31.8%

(237)

9.3%

(33)

5.3%

28

(1.1%)

(2)

0.3%

99

(3.9%)

25
34
(385)

(4.1%)
(5.5%)

39
31
(1,012)

(1.5%)
(1.2%)

Effects of permanent differences (1)
Reduced rate of tax and tax-exempt activities
Difference in tax rates on income taxed outside France
Tax on prior periods, tax credits and other tax (2)
Other items (3)
INCOME TAX EXPENSE (INCOME) RECOGNIZED
EFFECTIVE TAX RATE (INCOME TAX EXPENSE DIVIDED BY TAXABLE INCOME)

(879)

62.4%

3.6%

39.6%

(1)

Permanent differences primarily consist of the impact of the contribution to the SRF (Single Resolution Fund), which is a non-deductible expense (see Note 4.7), the
share of costs and expenses on dividends received and the impact of the loss of control of Coface, which generated a non-deductible loss.
(2) Tax on prior periods, tax credits and other tax mainly includes tax credits and the impact of tax audits and the resolution of ongoing disputes.
(3) Other items mainly include the impacts of the tax consolidations by Groupe BPCE and Natixis and the impact of the decrease in tax rates under the recent Finance Acts
(revaluation of existing items at December 31, 2018).
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Note 11 Other information
11.1

SEGMENT REPORTING

Segment reporting has been modified as of the first quarter of 2019, consistent with the strategic plan.
The Group has three core businesses:
Retail Banking and Insurance, which is central to the transformation, includes:
• the Banque Populaire network, comprising the fourteen Banques Populaires and their subsidiaries, Crédit Maritime
Mutuel, and the Mutual Guarantee Companies;
• the Caisse d’Epargne network, consisting of the fifteen Caisses d’Epargne;
• Financial Solutions and Expertise, a sub-division encompassing the specialized financing activities: Factoring, Leasing,
Consumer Finance, Sureties & Financial Guarantees, and Retail Securities Services (formerly housed in the Specialized
Financial Services (SFS) sub-division), in addition to Socfim, CFI and Pramex (formerly in Other Networks);
• Insurance, a Natixis business line serving the Groupe BPCE networks and their customers;
• Payments, which offers a full range of payment and prepaid solutions to local businesses, online and via mobile devices
(formerly housed within SFS). The Payments activity is now a business line in its own right;
• Other Networks, which include Banque Palatine and Oney Bank.
Asset & Wealth Management, a Natixis business line consisting of:
• Asset Management, which operates on several international markets, combining expertise in investment management
and distribution;
• Wealth Management, with Natixis Wealth Management, which offers wealth management and financing solutions for
large private-sector investors;
• employee savings, “Natixis Interépargne” is a top-tier player in employee savings plan management in France (previously
housed in SFS).
Corporate & Investment Banking, a division of Natixis:
• Corporate & Investment Banking advises and supports corporates, institutional investors, insurance companies, banks
and public sector entities. Film and Audiovisual Financing is being reassigned to Corporate & Investment Banking
(formerly housed within SFS).
The Corporate Center, which primarily includes:
• the Group’s central institution and holding companies;
• Natixis’ equity interests in Coface, Natixis Algérie and Natixis Private Equity;
• the run-off activities of Crédit Foncier and BPCE International;
• cross-business activities;
• items related to goodwill impairment and the amortization of valuation differences, as these items form part of the Group’s
acquisition and investment strategy;
• the contribution to the Single Resolution Fund.
Segment reporting for Groupe BPCE has been restated for previous reporting periods and also takes account of the
transfer of the subsidiaries Banque de Tahiti, Banque de Nouvelle Calédonie, Société Havraise de Calédonie from Groupe
BPCE International to the Caisse d’Epargne network.
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11.1.1 Segment analysis of the consolidated income statement
Results by division2
Retail Banking and
Insurance
in millions of euros

H1-20

Asset & Wealth
Management

H1-19 pf

H1-20

Corporate &
Investment Banking

H1-19

H1-20

Corporate Center

H1-19

H1-20

Groupe BPCE

H1-19 pf

H1-20

H1-19 pf

Net banking income

8,214

8,169

1,478

1,705

1,207

1,654

(173)

185

10,726

11,713

Operating expenses

(5,388)

(5,385)

(1,116)

(1,163)

(1,034)

(1,105)

(844)

(961)

(8,383)

(8,614)

Gross operating income

2,826

2,784

362

542

173

549

(1,017)

(776)

2,343

3,099

Cost/income ratio

65.6%

65.9%

75.5%

68.2%

85.7%

66.8%

ns

ns

78.2%

73.5%

Cost of risk

(953)

(469)

(10)

(1)

(469)

(134)

(52)

(15)

(1,484)

(619)

Share in net income of associates

2

28

1

0

5

6

94

91

101

125

Gains or losses on other assets

2

9

2

(0)

(15)

(134)

(25)

(130)

(31)

Change in the value of goodwill

(0)

(88)

(88)

Income before tax

1,877

2,353

354

541

(291)

405

(1,111)

(814)

829

2,485

Income tax

(604)

(799)

(97)

(151)

79

(114)

236

82

(385)

(982)

(52)

(48)

(109)

(181)

60

(89)

71

89

(30)

(229)

1,221

1,506

148

209

(153)

202

(802)

(643)

415

1,274

(102)

24

(102)

24

312

1,298

Non-controlling interests (minority interests)
NET INCOME ATTRIBUTABLE TO EQUITY
HOLDERS OF THE PARENT - excl. net
contribution by Coface

net contribution by Coface
Transition from pro forma to reportable net
income attributable to equity holders of the
parent (1)

16

REPORTABLE NET INCOME ATTRIBUTABLE TO
EQUITY HOLDERS OF THE PARENT

1,221

1,521

(16)

148

209

(153)

202

(905)

(635)

Results of the Retail Banking and Insurance sub-divisions
Banques
Populaires
in millions of euros

H1-20

Net banking income

3,115

Operating expenses (2,110)
Gross operating
income
1,005
Cost/income ratio
Cost of risk
Share in net income
of associates
Gains or losses on
other assets
Income before tax

Caisses d’Epargne
H1-19

Financial Solutions
and Expertise
H1-20

H1-19

Insurance
H1-20

Payments

H1-19

H1-20

Retail Banking and
Insurance

Other Networks

H1-19

H1-20

H1-19

H1-20

H1-19

H1-20

H1-19 pf

3,244

3,509

3,578

553

551

449

425

198

208

389

163

8,214

8,169

(2,185) (2,269)

(2,348)

(302)

(307)

(250)

(241)

(190)

(181)

(267)

(122)

(5,388)

(5,385)

1,060

1,240

1,230

251

244

199

184

8

27

123

40

2,826

2,784

67.7%

67.3%

64.7%

65.6%

54.7%

55.7%

55.7%

56.7%

95.8%

87.2%

68.5%

75.1%

65.6%

65.9%

(406)

(179)

(397)

(218)

(50)

(47)

2

(1)

(102)

(24)

(953)

(469)

14

23

2

28

3

3

616

906

(13)

5

186

189

(2)
842

1,010

201

197

10

26

21

7

2

9

24

1,877

2,353

2

Segment information for the first half of 2019 has been restated for the contribution of Coface, with an impact on net income attributable to equity holders
of the parent of -€24 million.
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11.2

PARTNERSHIPS AND ASSOCIATES

11.2.1 Investments in associates
11.2.1.1

Partnerships and other associates

The Group’s main investments in joint ventures and associates are as follows:
in millions of euros

6/30/2020 12/31/2019

CNP Assurances (group) (1)
EDF Investments Group (EIG)
Coface
Banque Calédonienne d’Investissement
Socram Banque
Other
Financial sector companies
Other
Non-financial companies
TOTAL INVESTMENTS IN ASSOCIATES
(1)
(2)

2,651
525
170
163
41
617
4,165
151
151
4,316

2,731
520
///
163
49
639
4,102
145
145
4,247

Application of IFRS 9 (IFRS 4 amendment) postponed to January 1, 2022 (see Note 8 on Insurance activities).
Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).

11.2.1.2

Financial data for the main joint arrangements and associates

Summarized financial data for material joint ventures and/or companies under notable influence are as follows (based on
the last available data published by the entities in question):

Associates
Banque
CNP Assurances
Calédonienne
(group) d’Investissement

in millions of euros

Coface (2)

DIVIDENDS RECEIVED

SOCRAM
Banque
4

MAIN AGGREGATES
Total assets

429,178

3,276

7,314

1,665

Total liabilities

410,280

2,949

5,398

1,438

Income statement
Operating income or net banking income

1,182

45

44

16

Income tax

(412)

(9)

(20)

(0)

Net income

770

7

24

1

CARRYING VALUE OF INVESTMENTS IN ASSOCIATES
Equity of associates (1)

18,898

326

1,916

227

Percentage of ownership

16.11%

49.90%

12.70%

33.42%

2,651

163

170

41

113

///

VALUE OF INVESTMENTS IN ASSOCIATES
O/w goodwill
MARKET VALUE OF INVESTMENTS IN ASSOCIATES
(1)
(2)

2
1,134

///

The equity used by Groupe BPCE to consolidate CNP Assurances (group) via the equity method is subject to restatement (deeply subordinated notes).
Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).

Groupe BPCE has no interest in any joint venture that has a material impact on the consolidated financial statements.
Summarized financial data for non-material joint ventures and companies under significant influence at June 30, 2020 is
as follows:
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H1 2020

H1 2019

4,316

4,219

Net income

68

125

Gains and losses recognized directly in other comprehensive income

(1)

(1)

COMPREHENSIVE INCOME

67

124

in millions of euros

Value of investments in associates
Total amount of share in:

11.2.1.3

Nature and scope of major restrictions

Groupe BPCE has not encountered any major restrictions relating to interests held in associates and joint ventures.

11.2.2 Share in net income of associates

in millions of euros

H1 2020

H1 2019

101

111

5

11

CNP Assurances (group)
EDF Investment Group
(1) (2)

(33)

///

Socram Banque (3)

(10)

(25)

Coface

Banque Calédonienne d’Investissement

4

7

Other (4)

(1)

17

Financial sector companies

67

121

1

4

1
68

4
125

Other
Non-financial companies
SHARE IN NET INCOME OF ASSOCIATES
(1)

Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).
income shown for Coface includes the impairment of -€36 million representing the Group’s percentage holding.
(3) Net income shown for Socram Banque includes the impairment of -€10 million representing the Group’s percentage holding.
(4) Net income from other entities includes an impairment of -€14 million on Adir.
(2) Net

11.2.3 Impairment tests on associates
At June 30, 2020, Socram Banque was consolidated using the equity method based on the Group’s 33.4% holding.
In the context of the public health crisis, an impairment test was performed at June 30, 2020. The value in use was primarily
calculated by discounting the hypothetical sum of total distributable future cash flows while factoring in regulatory
constraints (using the Dividend Discount Model (DDM)) as arising from the latest forecasts produced in light of the crisis
in the first half of 2020.
The following assumptions were used: a discount rate of 9% and a long-term growth rate of 2%.
Following this test, an impairment charge of €10 million was recorded in the Group’s financial statements at June 30, 2020.
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Note 12 Details of the scope of consolidation
12.1

SECURITIZATION TRANSACTIONS

Accounting principles
Securitization is a financial engineering technique that aims to enhance balance sheet liquidity. From a technical
perspective, assets to be securitized are grouped according to the quality of the associated collateral or guarantees, and
sold to special purpose entities that finance their acquisition by issuing securities underwritten by investors.
Entities created specifically for this purpose are consolidated if the Group exercises control over them. Control is assessed
according to the criteria provided in IFRS 10.
The following statement lists the securitization transactions carried out by the Retail Banking and Insurance entities without
full or partial derecognition:

in millions of euros

Elide 2011
Elide 2012
Elide 2014
Elide 2017-1
Elide 2017-2
Elide 2018
Elide sub-total
BPCE Master Home Loans/BPCE
Master Home Demut
BPCE Consumer Loans
BPCE Home Loans FCT 2017_5
BPCE Home Loans 2018
BPCE Home Loans 2019
Other sub-total
TOTAL

Type of assets
Residential home loans
Residential home loans
Residential home loans
Residential home loans
Residential home loans

Inception
date
04/06/2011
06/26/2012
11/18/2014
02/02/2017
04/27/2017

Expected
maturity
January 2036
April 2037
October 2039
December 2037
October 2041

Nominal at
inception
1,089
1,190
915
1,842
1,051

6/30/2020
135
187
267
835
565

Residential home loans

05/29/2018

September 2046

1,390
7,477

1,028
3,017

Residential home loans
Personal loans
Residential home loans

05/26/2014
05/27/2016
05/29/2017

April 2032
May 2032
May 2054

44,068
5,000
10,500

39,638
4,779
6,735

Residential home loans
Residential home loans

10/29/2018
10/29/2019

October 2053 (call
2023)
October 2054

1,125
1,100
61,793
69,270

689
908
52,749
55,766

SECURITIZATION TRANSACTIONS WITHIN GROUPE BPCE
Groupe BPCE had completed no new internal securitization transactions as of June 30, 2020.
SECURITIZATION TRANSACTIONS CARRIED OUT WITH FULL OR PARTIAL DERECOGNITION
Note: Crédit Foncier has entered into two public securitizations backed by home loans (Crédit Foncier Home Loans No. 1
in May 2014 and Crédit Foncier Home Loans No. 2 in August 2015).
As receivables manager, Crédit Foncier does not have the ability to use its power to influence the variability of returns.
Therefore, it does not control the securitization funds within the meaning of IFRS 10, and the funds are not consolidated.
However, given its ongoing ties with CFHL-2, the criteria needed to establish full derecognition of assets under IFRS 9 are
not entirely met. As a result, the transaction is eligible for derecognition under IFRS 10, and partially eligible under IFRS 9.
The transferred assets are recognized in proportion to Crédit Foncier’s continued involvement. As a result, the Group
continues to recognize the maximum loss associated with each of its residual ties to the fund (swaps, clean-up calls,
management fees) in balance sheet assets.
These adjustments led to the recognition of total assets of €58 million and total liabilities of €8 million at June 30, 2020.
The fair value of these residual ties is remeasured at each reporting date.
At June 30, 2020, the net impact of the CFHL-2 transactions was +€5 million.
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4.2 Statutory Auditors’ Review Report on the Half-yearly Financial
Information of Groupe BPCE
For the period from January 1 to June 30, 2020

To the Shareholders

In compliance with the assignment entrusted to us by your Annual General Meetings and in accordance with the
requirements of article L. 451-1-2-III of the French Monetary and Financial Code ("Code monétaire et financier"), we hereby
report to you on:
− the review of the accompanying condensed half-yearly consolidated financial statements of Groupe BPCE, for the
period from January 1 to June 30, 2020,
− the verification of the information presented in the half-yearly management report.
These condensed half-yearly consolidated financial statements are the responsibility of the Management Board on July
31st, 2020 on the basis of the information available at that date in the evolving context of the crisis related to Covid-19 and
of difficulties in assessing its impact and future prospects. Our role is to express a conclusion on these financial statements
based on our review.

I. Conclusion on the financial statements
We conducted our review in accordance with professional standards applicable in France. A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with
professional standards applicable in France and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.
Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed halfyearly consolidated financial statements are not prepared, in all material respects, in accordance with IAS 34 - standard of
the IFRSs as adopted by the European Union applicable to interim financial information.

II. Specific verification
We have also verified the information presented in the half-yearly management report on the condensed half-yearly
consolidated financial statements subject to our review prepared on July 31st, 2020.
We have no matters to report as to its fair presentation and consistency with the condensed half-yearly consolidated
financial statements.
Paris-La Défense and Neuilly-sur-Seine, August 6th, 2020
French original signed by
The Statutory Auditors

Deloitte & Associés

PricewaterhouseCoopers Audit

Mazars

Nicolas Montillot
Marjorie Blanc Lourme

Emmanuel Benoist

Charles de Boisriou
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4.3 IFRS Consolidated Financial Statements of BPCE SA group as
at June 30, 2020
4.3.1 Consolidated income statement
in millions of euros
Interest and similar income
Interest and similar expenses
Commission income
Commission expenses
Net gains or losses on financial instruments at fair value through profit or loss
Net gains or losses on financial instruments at fair value through other comprehensive
income
Net gains or losses arising from the derecognition of financial assets at amortized cost
Net income from insurance businesses
Income from other activities
Expenses from other activities
Net banking income
Operating expenses
Depreciation, amortization and impairment for property, plant and equipment
and intangible assets
Gross operating income
Cost of credit risk
Operating income
Share in net income of associates and joint ventures
Gains or losses on other assets
Change in the value of goodwill
Income before tax
Income tax
Net income
Non-controlling interests
NET INCOME ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

Notes
4.1
4.1
4.2
4.2
4.3

H1 2020
5,132
(4,367)
2,723
(1,034)
368

H1 2019
5,643
(5,080)
2,962
(1,207)
1,255

4.4
4.5
8.2.1
4.6
4.6

35
13
1,204
523
(270)
4,327
(3,714)

75
(18)
1,557
659
(411)
5,435
(4,086)

(289)
324
(656)
(332)
53
(244)

(354)
995
(210)
785
106
(37)
(85)
768
(370)
398
(278)
120

4.7

7.1.1
11.2.2
4.8

10.1
5.12

(522)
92
(431)
11
(419)
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4.3.2

Comprehensive income

in millions of euros
Net income
Items recyclable to net income
Foreign exchange rate adjustments
Revaluation of financial assets at fair value through other comprehensive income recyclable to profit or
loss
Revaluation of available-for-sale financial assets of insurance businesses
Revaluation of derivatives hedging items that can be recycled to profit or loss
Share of gains and losses of associates recognized directly in other comprehensive income
Related taxes
Items not recyclable to net income
Revaluation (or actuarial gains and losses) in respect of defined-benefit plans
Revaluation of own credit risk on financial liabilities designated at fair value through profit or loss
Revaluation of equity financial assets recognized at fair value through other comprehensive income
Other items recognized through other comprehensive income on items not recyclable to profit or loss
Related taxes
Gains and losses recognized directly in other comprehensive income
COMPREHENSIVE INCOME
Attributable to equity holders of the parent
Non-controlling interests
For information: Items not recyclable to profit or loss transferred to retained earnings

H1 2020
(431)
(344)
(57)
(24)
(126)
2

H1 2019
398
502
57
40
451
(130)

(208)
70
199
44
260

229
(145)
(222)
(73)
(190)

(24)

(25)
4
62
280
678
324
354
9

(81)
(144)
(575)
(571)
(4)
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4.3.3 Consolidated balance sheet
ASSETS
in millions of euros
Cash and amounts due from central banks

Notes

Financial assets at fair value through profit or loss

6/30/2020

5.1.1

Hedging derivatives

12/31/2019

142,158

72,602

197,347

212,847

9,439

7,873

5.2

20,171

17,116

Securities at amortized cost

5.3.1

14,378

15,045

Loans and receivables due from banks and similar at amortized cost

5.3.2

153,821

129,373

Loans and receivables due from customers at amortized cost

5.3.3

175,752

177,277

Financial assets at fair value through other comprehensive income

Revaluation differences on interest rate risk-hedged portfolios
Insurance business investments

8.1.1

7,121

6,020

110,729

111,787

Current tax assets

1,291

761

Deferred tax assets

1,844

1,971
16,876

Accrued income and other assets

5.4

16,479

Non-current assets held for sale

5.5

2,027

578

11.2.1

3,833

3,769

74

73

2,166

2,294

Investments in associates
Investment property
Property, plant and equipment
Intangible assets
Goodwill
TOTAL ASSETS

3.2.1

897

958

3,800
863,326

4,088
781,308
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LIABILITIES
in millions of euros
Amounts due to central banks
Financial liabilities at fair value through profit or loss
Hedging derivatives
Debt securities
Amounts due to banks and similar
Amounts due to customers
Revaluation differences on interest rate risk-hedged portfolios
Current tax liabilities
Deferred tax liabilities
Accrued expenses and other liabilities
Liabilities associated with non-current assets held for sale
Liabilities related to insurance policies
Provisions
Subordinated debt
Equity
Equity attributable to equity holders of the parent
Share capital and additional paid-in capital
Retained earnings
Gains and losses recognized directly in other comprehensive income
Income for the period
Non-controlling interests
TOTAL LIABILITIES AND EQUITY

Notes

6/30/2020

5.1.2

196,628
11,008
223,144
206,943
54,840
252
741
1,149
20,303
1,624
101,625
2,414
17,247
25,409
19,637
14,185
5,196
676
(419)
5,772
863,326

5.6
5.7.1
5.7.2

5.8
5.5
8.1.2
5.9
5.10

5.12

12/31/2019
208,379
10,113
224,611
113,073
50,156
184
904
1,339
21,343
528
102,982
2,659
17,346
27,692
20,420
14,185
4,731
873
631
7,272
781,308
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4.3.4 Statement of changes in equity
Share capital and
additional paid-in capital

Additional
Share capital paid-in capital

in millions of euros
SHAREHOLDERS’ EQUITY AT JANUARY 1, 2019

158

12,625

12

1,390

Perpetual
deeply
subordinated
notes

Retained
earnings

1,383

4,999

Dividend payments

(204)

Capital increase
Interest on deeply subordinated notes

(43)

Impact of acquisitions and disposals on non-controlling interests (Note 5.12.2)
Total activity arising from relations with shareholders

(294)
12

1,390

(541)

Gains and losses recognized directly in other comprehensive income
Capital gains and losses reclassified to retained earnings

(9)

Income for the period
Comprehensive income

(9)

Other changes (1)

(17)

SHAREHOLDERS’ EQUITY AT JUNE 30, 2019

170

14,015

1,383

4,432

SHAREHOLDERS’ EQUITY AT DECEMBER 31, 2019

170

14,015

700

4,030

Allocation of net income for 2019

631

SHAREHOLDERS’ EQUITY AT JANUARY 1, 2020

170

14,015

700

Dividend payments

4,661
(336)

Interest on deeply subordinated notes

(19)

Impact of acquisitions and disposals on non-controlling interests (Note 5.12.2)

208

Total activity arising from relations with shareholders

(147)

Gains and losses recognized directly in other comprehensive income
Income for the period
Comprehensive income
Other changes (1)
SHAREHOLDERS’ EQUITY AT JUNE 30, 2020
(1)

(19)
170

14,015

700

4,496

Other changes include interest on perpetual deeply subordinated notes for the portion subscribed for by non-controlling interests.
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Gains and losses recognized directly in other comprehensive income
Recyclable

Debt financial
assets recognized Available-forat fair value sale financial Change in fair
Foreign
through other
assets of
value of
exchange rate
comprehensive
insurance
hedging
adjustments
income
businesses
derivatives
198

39

(3)

26

716

(266)

Non-recyclable
Revaluation of
own credit
Equity financial
risk on
assets
financial
recognized at
liabilities
Net income
fair value designated at Revaluation attributable
through other
fair value differences
to equity
comprehensive through profit on employee
holders of
income
or loss
benefits
the parent
(155)

46

(97)

Total equity
attributable
to equity
NonTotal
holders of controlling Consolidated
the parent interests
equity
19,604

7,048

26,652

(204)

(1,012)

(1,216)

1,402

1,402

(43)

(43)

20

(31)

(305)

161

(144)

20

(31)

850

(851)

(1)

403

(90)

204

76

280

120

278

398

(32)

(99)

(43)

9
120
39

26

403

(90)

(23)

(99)

(43)

120

324

354

678

(17)

9

(8)

237

23

1,139

(387)

(178)

(53)

(140)

120

20,761

6,560

27,321

299

20

1,141

(251)

(91)

(76)

(169)

631

20,419

7,272

27,692

299

20

1,141

(251)

(91)

(76)

(169)

20,419

7,272

27,692

(336)

(150)

(486)

(631)

(19)

(19)

2

(55)

8

163

(1,342)

(1,179)

2

(55)

8

(192)

(1,492)

(1,685)
(144)

(113)

(8)

(173)

(1)

(23)

140

27

(151)

7

(419)

(419)

(11)

(431)

(4)

(575)

(113)

(8)

(173)

(1)

(23)

140

27

(419)

(570)
(19)

(3)

(23)

188

12

913

(252)

(114)

64

(134)

(419)

19,637

5,772

25,409
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4.3.5 Cash flow statement
in millions of euros
Income before tax
Net depreciation and amortization of property, plant and equipment, and intangible assets
Goodwill impairment
Net charge to provisions and provisions for impairment (including insurance companies’ technical reserves)
Share in net income of associates
Net cash flows generated by investing activities
Income/expense from financing activities
Other changes
Total non-monetary items included in net income before tax
Net increase (decrease) arising from transactions with banks
Net increase (decrease) arising from transactions with customers
Net increase (decrease) arising from transactions involving financial assets and liabilities
Net increase (decrease) arising from transactions involving non-financial assets and liabilities (1)
Income taxes paid
Net increase (decrease) in assets and liabilities resulting from operating activities
Net cash flows generated by operating activities (A) - Ongoing operations
Net cash flows generated by operating activities (A) - Discontinued operations
Net increase (decrease) related to financial assets and equity investments
Net increase (decrease) related to investment property
Net increase (decrease) related to property, plant and equipment, and intangible assets
Net cash flows generated by investing activities (B) - Ongoing operations
Net cash flows generated by investing activities (B) - Discontinued operations
Net increase (decrease) arising from transactions with shareholders (2)
Other increases (decreases) generated by financing activities (3)
Net cash flows generated by financing activities (C) - Ongoing operations
Net cash flows generated by financing activities (C) - Discontinued operations
Impact of changes in exchange rates (D) - Ongoing operations
Impact of changes in exchange rates (D) - Discontinued operations
Cash flow on assets and liabilities held for sale (E)
TOTAL NET CASH FLOWS (A+B+C+D+E)
Cash and net balance of accounts with central banks
Cash and net balance of accounts with central banks (assets)
Balance of accounts with central banks (liabilities)
Net balance of demand transactions with banks
Current accounts with overdrafts (4)
Demand accounts and loans
Demand accounts in credit
Demand repurchase agreements
Opening cash and cash equivalents
Cash and net balance of accounts with central banks
Cash and net balance of accounts with central banks (assets)
Balance of accounts with central banks (liabilities)
Net balance of demand transactions with banks
Current accounts with overdrafts (4)
Demand accounts and loans
Demand accounts in credit
Demand repurchase agreements
Closing cash and cash equivalents
NET CHANGE IN CASH AND CASH EQUIVALENTS

H1 2020
(464)
334
(0)
1,543
(131)
(136)
393
2,003
51,584
5,627
(2,391)
(3,868)
(619)
50,333
51,872

H1 2019
768
404
86
5,440
3
(960)
45
(681)
4,337
(4,369)
(4,131)
18,386
(1,715)
(707)
7,464
12,557

807
(23)
(296)
488
0
(505)
(163)
(668)
(0)
(213)

1,263
(78)
(226)
1,015

(994)
50,484
72,602

(62)
13,210
66,647
66,656
(9)
(17,390)
7,278
170
(22,650)
(2,188)
49,257
83,329
83,329
(0)
(20,862)
6,155
113
(25,279)
(1,851)
62,467
13,210

(26,392)
6,185
56
(30,187)
(2,446)
46,211
142,158

(45,462)
4,873
60
(48,043)
(2,352)
96,695
50,484

143
(546)
(387)
87

(1)

Cash flows from or to the shareholders mainly include:
• interest on subordinated notes recorded in equity for -€19 million (-€43 million in the first half of 2019);
• dividend payouts amounting to -€486 million (-€1,216 million in the first half of 2019).
(2) Cash flows from financing activities mainly include the impact of redemptions of subordinated notes and loans for -€170 million (-€546 million in the first half of 2019).
(3) Current accounts with overdrafts do not include Livret A, LDD and LEP savings accounts centralized with the Caisse des Dépôts et Consignations.
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Note 1
1.1

General framework

GROUPE BPCE

Groupe BPCE comprises the Banque Populaire network, the Caisse d’Epargne network, the BPCE central institution and
its subsidiaries.

Two banking networks: the Banques Populaires and the Caisses d’Epargne
Groupe BPCE is a cooperative group whose shareholders own the two retail banking networks: the 14 Banques Populaires
and the 15 Caisses d’Epargne. Each of the two networks owns an equal share in BPCE, the Group’s central institution.
The Banque Populaire network consists of the Banques Populaires and the Mutual Guarantee Companies which grant
them the exclusive benefit of their guarantees.
The Caisse d’Epargne network consists of the Caisses d’Epargne and the Local Savings Companies (LSCs).
The Banques Populaires are wholly-owned by their cooperative shareholders.
The capital of the Caisses d’Epargne is wholly-owned by the LSCs. Local savings companies are cooperative structures
with open-ended share capital owned by cooperative shareholders. The LSCs are tasked with coordinating the cooperative
shareholder base, in line with the general objectives defined by the individual Caisse d’Epargne with which they are
affiliated, and cannot perform banking transactions.

BPCE
BPCE, a central institution as defined by the French Banking Law and a credit institution licensed to operate as a bank,
was created pursuant to law No. 2009-715 of June 18, 2009. BPCE was incorporated as a French limited liability company
(société anonyme) governed by a Management Board and a Supervisory Board, whose share capital is owned jointly and
equally by the 14 Banques Populaires and the 15 Caisses d’Epargne.
BPCE’s corporate mission embodies the continuity of the cooperative principles underlying the Banques Populaires and
the Caisses d’Epargne.
Specifically, BPCE represents the interests of its various affiliates in dealings with the supervisory authorities, defines the
range of products and services offered by them, organizes depositor protection, approves key appointments of company
directors and oversees the smooth operation of the Group’s institutions.
As a holding company, BPCE is the head entity of the Group and holds the joint ventures between the two networks in
Retail Banking and Insurance, corporate banking and financial services, and their production units. It defines the Group’s
corporate strategy and development policy.
The network and BPCE’s main subsidiaries, including Natixis, a 70.6807%-owned listed company, are organized around
three core business lines:
• Retail Banking and Insurance, which includes the Banque Populaire network, the Caisse d’Epargne network, the
Financial Solutions & Expertise business line (including Factoring, Consumer Finance, Leasing, Sureties & Financial
Guarantees, and Retail Securities Services), Natixis’ Payments and Insurance business lines and Other Networks
(primarily Banque Palatine);
• Asset & Wealth Management;
• Corporate & Investment Banking.
In respect of the Group’s financial functions, BPCE is responsible, in particular, for the centralized management of surplus
funds, for the execution of any financial transactions required to develop and fund the Group, and for choosing the most
appropriate counterparty for these transactions in the broader interests of the Group. BPCE also provides banking services
to the other Group entities.
1.2

GUARANTEE MECHANISM

Pursuant to Articles L. 511-31 and L. 512-107-6 of the French Monetary and Financial Code, the guarantee and solidarity
mechanism was set up to ensure the liquidity and capital adequacy of the Group and its associates, and to organize
financial support within the Group.
BPCE is tasked with taking all measures necessary to guarantee the capital adequacy of the Group and each of the
networks, including implementing the appropriate internal financing mechanisms within the Group and establishing a
Mutual Guarantee Fund common to both networks, for which it determines the operating rules, the conditions for the
provision of financial support to the existing funds of the two networks, as well as the contributions of associates to the
fund’s initial capital endowment and reconstitution.
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BPCE manages the Banque Populaire Network Fund and the Caisse d’Epargne Network Fund and has established the
Mutual Guarantee Fund.
The Banque Populaire Network Fund was formed by a deposit made by the Banques Populaires of €450 million that
was booked by BPCE in the form of a 10-year term account which is indefinitely renewable.
The deposit made to the Caisse d’Epargne Network Fund by the Caisses d’Epargne of €450 million was booked by
BPCE in the form of a 10-year term account which is indefinitely renewable.
The Mutual Guarantee Fund was formed by deposits made by the Banques Populaires and the Caisses d’Epargne. These
deposits were booked by BPCE in the form of 10-year term accounts which are indefinitely renewable. The amount of the
deposits by network was €179 million at June 30, 2020.
The total amount of deposits made to BPCE in respect of the Banque Populaire Network Fund, the Caisse d’Epargne
Network Fund and the Mutual Guarantee Fund may not be less than 0.15% and may not exceed 0.3% of the Group’s total
risk-weighted assets.
The booking of deposits in the institutions’ individual accounts under the guarantee and solidarity system results in the
recording of an item of an equivalent amount under a dedicated capital heading.
The Mutual Guarantee Companies (sociétés de caution mutuelle), whose sole corporate purpose is to guarantee loans
issued by Banques Populaires, are covered by the liquidity and capital adequacy guarantee of the Banques Populaires
with which they are jointly licensed in accordance with Article R. 515-1 of the French Monetary and Financial Code.
The liquidity and capital adequacy of the Local Savings Companies are secured, firstly, at the level of each individual local
savings company by the Caisse d’Epargne of which the local savings company in question is a shareholder.
BPCE’s Management Board holds all the requisite powers to mobilize the resources of the various contributors without
delay and in accordance with the agreed order, on the basis of prior authorizations given to BPCE by the contributors.
1.3

SIGNIFICANT EVENTS

Covid-19
The Covid-19 health emergency was a major event in the first half of 2020. The rapid spread of the virus, which the World
Health Organization qualified as a pandemic on March 11, 2020, caused a slump in the global economy, affecting many
business sectors and having major repercussions on economic activity in many countries. Restrictions on mobility in the
affected regions and the disruption to supply chains caused by the closure of industrial and commercial companies in the
first half of 2020 had considerable effects on economic value chains in the regions and business sectors that were impacted
(tourist revenue, air transport, local sales, etc.).
To support their economies during the public health crisis, national governments announced measures to provide financial
and non-financial assistance to affected sectors.
The Covid-19 crisis also spread to the world of finance, with extremely high levels of volatility and erratic fluctuations on
the financial markets. Against a backdrop of high uncertainty, Groupe BPCE took into account the effects of the crisis – as
they could be understood at the reporting date – when measuring its financial assets and liabilities and the impairment and
provisions recorded in its accounts at June 30, 2020.
The impact of the crisis on the financial statements at June 30, 2020 is described in Note 1.5.

End of control of Coface group
On February 25, 2020, Natixis announced it had signed an agreement with Arch Capital Group (a listed insurer and
reinsurer in the United States) for the sale of 29.5% of the capital and voting rights in Coface, for a price of €10.70 per
share. Completion of the transaction is contingent on regulatory approval.
The signing of this agreement led the Group to review the nature of its control of Coface. Although the current governance
structure has been maintained (in particular Natixis’ membership and chairmanship of the Board of Directors) and although
the Group will retain 42% of the share capital until the deal is closed, its control over Coface is now subject to the
agreements signed and the Group is no longer exposed to variable returns on the majority of its holding in Coface. As the
criteria for exclusive control under IFRS 10 are no longer met, the Group decided that it no longer holds exclusive control
over Coface and should therefore no longer apply the full consolidation method in its consolidated financial statements at
June 30, 2020.
However, it does continue to exercise significant influence. Accordingly, the residual 12.7% holding in Coface was
consolidated under the equity method from January 1, 2020, to simplify calculations and better reflect the impact of this
transaction in the consolidated financial statements.
The transaction comprised two parts: first, the full disposal of shares in the subsidiary, and second, a new investment
corresponding to the interest retained by the Group.
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At June 30, 2020, this loss of exclusive control led the Group to recognize the following in its financial statements:
• income from the disposal recorded on the date control was lost (January 1, 2020), amounting to -€112 million, recognized
under “Gains or losses on other assets” in the consolidated income statement;
• the 29.5% interest sold, measured at the sale price less disposal costs directly related to the sale, recorded in a separate
line on the balance sheet under “Non-current assets held for sale”, for €480 million;
• the residual 12.7% interest, which is not covered by the sale agreement, which continues to be consolidated under the
equity method and is shown in the balance sheet under “Investments in associates”, in the amount of €170 million at
June 30, 2020.
Although the full economic impact of the Covid-19 pandemic is difficult to anticipate, this crisis and the sharp drop in the
Coface share price were deemed to be indicators triggering an impairment test, which was performed on June 30, 2020.
The value of Coface was measured using a multi-criteria method following past practice in terms of impairment tests. The
test resulted in the recognition of an impairment charge of €36 million at June 30, 2020, recorded in the income statement
under “Share in income of associates”.

Disposal of Fidor group
In the first half of 2020, Groupe BPCE performed an in-depth strategic review of its holding in Fidor group. The review
considered several scenarios including pursuing the activity, selling it to an external investor, or winding up the company.
As of June 30, 2020, insofar as pursuing Fidor’s activity no longer seemed feasible within Groupe BPCE, it was deemed
that the conditions required to apply IFRS 5 were met. All the assets and liabilities of the entities Fidor Bank AG and Fidor
Solutions were therefore respectively reclassified under “Non-current assets held for sale” and “Liabilities associated with
non-current assets held for sale”.
Pursuant to IFRS 5, the non-current assets held for sale were recognized at the lowest of their carrying value and their fair
value net of disposal costs. Losses on disposal, estimated at €141 million based on a non-binding offer received on July
9, 2020, were allocated to the assets concerned on their reclassification. These losses are recognized in the consolidated
income statement under “Net gains or losses on other assets”, with an impact of -€88 million on net income attributable to
equity holders of the parent.
On July 31, 2020, the offer used as the basis for preparing the interim financial statements was confirmed when a binding
offer was received.

1.4

POST-BALANCE SHEET EVENTS

There were no post-balance sheet events likely to have a significant impact on BPCE SA group’s
consolidated financial statements at June 30, 2020.

1.5

IMPACT OF THE PUBLIC HEALTH CRISIS ON THE FINANCIAL STATEMENTS

The impact of the public health crisis on BPCE SA group’s consolidated financial statements is described in the following
paragraphs.

1.5.1

Economic support measures

The rapid spread of the Covid-19 pandemic caused a slump in the global economy, affecting many business sectors.
On March 15, 2020, before the announcement of the lockdown in France, the French Banking Federation (FBF), confirmed
that French banks were fully committed to supporting customers – in particular retailers, self-employed professionals, and
SMEs – facing difficulties due to the spread of the Covid-19 epidemic, which could impact their business.
Accordingly, Groupe BPCE helped its professional and business customers who were facing cash flow problems by actively
implementing the economic support measures set up by the government:
− granting moratoria on loan repayments for businesses, without penalties or additional fees,
− issuing state-guaranteed loans.
The economic support measures applied in the first half of 2020 are described below.
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1.5.1.1

State-guaranteed loans

The state-guaranteed loan is a support scheme set up under Article 6 of the amended French finance act for 2020 (law
no. 2020-289 of March 23, 2020) and the ministerial order issued by the Minister of the Economy and Finance on March
23, 2020 establishing a state guarantee for credit institutions and financing companies from March 16, 2020, to meet the
cash flow requirements of companies impacted by the Covid-19 health crisis. The state-guaranteed loan is subject to
common eligibility criteria applicable by all institutions issuing the loan, as set out by law.
It is a one year loan with repayments deferred for one year. At the end of the first year, companies that take out such a
loan can decide to repay it over a period of between one or five years.
For eligible companies, the amount of the loan is generally capped at 25% of revenues (except for innovative and recentlyestablished companies). The government provides a guarantee covering between 70% and 90% of the loan, depending
on the size of the company. The issuing bank incurs the residual risk. The state guarantee covers a portion of the total
amount due on the loan (principal, interest and incidental expenses) until it becomes due. The state guarantee may be
enforced before the loan is due if a credit event should occur.
The prepayment penalty is set in the contract, at a reasonable level (2% of the principal amount outstanding during the
initial loan period, then 3%-6% of the principal amount outstanding during the repayment period). The terms and conditions
for extending the loan are not set in advance but are established two to three months before the extension option expires,
in line with market conditions.
A state-guaranteed loan may not be covered by another collateral security or guarantee besides the state guarantee, with
the exception of those granted pursuant to a ministerial order by the Minister of the Economy and Finance. The selfemployed professional or business leader may request or be offered loan repayment insurance, but such insurance is not
mandatory.
In view of these features, the state-guaranteed loan meets the criteria of a basic lending arrangement (see Note 2.5.1).
These loans are therefore recognized at amortized cost, because they are managed in a hold to collect business model
(see Note 2.5.1). On subsequent balance sheet dates, they will be measured at amortized cost using the effective interest
method.
The state guarantee is considered to be an integral part of the terms of the loan and is taken into account when calculating
impairment for expected credit losses. The guarantee fee paid to the government by Groupe BPCE on granting the loan is
recorded in income over the initial term of the loan, using the effective interest method. The impact is recognized in net
interest income.
A state-guaranteed loan granted to a borrower considered to be non-performing on inception (Stage 3) is classified as a
POCI (purchased or originated credit-impaired) asset.
At June 30, 2020, BPCE SA group had issued 1,409 state-guaranteed loans totaling €4 billion (1,147 of which had been
disbursed as of June 30, for €2 billion).

1.5.1.2

Loan repayment moratoria and other loan restructuring solutions

Due to the Covid-19 crisis, Groupe BPCE offered to grant a range of concessions to its retailer, professional, SME and
large corporate clients (including temporarily suspending repayments, revising repayment schedules or renegotiating loan
terms), to help them address temporary cash flow problems caused by the crisis.
General measures
When the lockdown was announced in France, the Group’s entities offered all their professional and SME customers in
certain business sectors the possibility of postponing their loan repayments (principal and interest), for six months. Other
general measures were subsequently applied in specific sectors, for example, a 12-month moratorium on loan repayments
for SMEs in the tourism, hotel and catering sectors.
The terms of these moratoria observed the general moratorium provisions described in Article 10 of the EBA guidelines
(EBA/GL/2020/02) published on April 2, 2020.
In accordance with these guidelines, the widespread granting of moratoria to counterparties not experiencing financial
difficulties before the Covid-19 crisis, without applying any specific conditions, is not in itself an indicator of a material
increase in credit risk for the counterparty. As such, the implementation of a general moratorium to address temporary
liquidity problems arising from the Covid-19 crisis does not automatically lead to loans previously classified Stage 1 being
downgraded to Stage 2 (or Stage 3).
Individual measures
BPCE SA group also individually support its customers by granting various types of concessions (moratoria, restructuring
or other amendments to loan terms), with the terms and conditions established according to each customer’s individual
situation. When granting such a concession, a specific analysis is performed to verify whether the borrower shows evidence
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of financial difficulties on that date. If such difficulties are observed, the loan is classified in Stage 2, which leads to a
change in its provisioning level.
Moratoria granted by the Group’s banks are generally charged at the loan’s initial interest rate, implying that interest
continues to accrue during the moratorium. At the end of the moratorium, this interest is added to the loan principal and
repaid over the remaining term of the loan (which is extended due to the moratorium). Accordingly, the moratorium does
not imply any loss of cash flow for the bank and no impact needs to be recognized in the financial statements. In practice,
the granting of a moratorium does not lead to the loan’s derecognition insofar as it does not significantly affect the net
economic value of the loan.
At June 30, 2020, the amount of loans granted by BPCE SA group that were subject to a six-month moratorium was not
material. The moratorium may be extended to twelve months for businesses in the tourism, hotel and catering sectors.

1.5.2
1.5.2.1

Impact on the use of estimates
Credit risk impairment

In the first half of 2020, cost of credit risk amounted to €656 million for BPCE SA group, up sharply on the first half of 2019,
mostly due to the increase in expected credit losses caused by the Covid-19 crisis.
The health crisis has spread to the real economy, with considerable repercussions on many business sectors in affected
countries. Supply chains were also disrupted due to the closure of industrial and commercial companies in the first half of
2020. Owing to the exceptional circumstances and uncertainties prevailing at the end of the second quarter of 2020, BPCE
SA group used various communications from ESMA, the EBA, the ECB and the IASB as guidance when calculating
expected credit losses in the context of the Covid-19 crisis.
To estimate the increase in credit risk and measure the resulting expected credit losses, and in order to take into
consideration economic support measures, BPCE SA group changed its methodology for taking into account forward
looking information. The new methodology is based on a core scenario updated with the latest macro-economic
assumptions and consistent with the ECB’s forecasts, used to calculate expected credit losses for the Group’s main
subsidiaries.
Core scenario: the assumptions in the core scenario are as follows:
• For GDP and unemployment, the scenario is based on:
− the length and terms of lockdown measures imposed in the countries under consideration;
− in 2020, a partial and gradual recovery in euro zone countries, with output returning to 75%-80% of normal levels in
the third quarter of 2020 and 95%-100% in the fourth quarter. An adverse impact on employment and businesses’
financial positions from the end of 2020 was also factored in;
− in 2021, GDP is expected to reach a “normalized” quarterly growth rate of around 0.3%.
This represents a drop in GDP of -8.7% in 2020 and a rebound of +6% in 2021, with the unemployment rate at 9.3% in
2020 and 10.3% in 2021.
• Regarding financial variables, the core scenario is based on the following four pillars:
− Official interest rates are unchanged in Europe and the United States, with only a marginal rise in the risk-free rate
through to 2024;
− A V-shaped trajectory for equity indexes with a decline through the end of 2020 followed by a rally in 2021. The
increases expected between 2022 and 2024 are close to 1.5%;
− The 3M Euribor – 10Y swap remains low, stabilizing at around 60 basis points;
− Risk premiums on the bond market remain relatively high until the end of 2024, reflecting the rise in government
issuance requirements and the decline in issuers’ credit quality overall. The 10Y OAT-Bund premium is expected to
gradually rise towards 65 basis points by the end of 2024.
The 10Y OAT premium is forecast to be at 20 basis points in 2020 and 35 basis points in 2021.
This methodology calculated expected credit losses on Stage 1 and Stage 2 assets at €134 million.
For the Corporate & Investment Banking portfolio, a cost of risk sensitivity test was performed using the scenario of a
severe macro-economic crisis. This scenario notably included a decline in French GDP (by around 10% in 2020, followed
by a rebound of 5% in 2021) and harsh assumptions regarding the business line’s sectors of expertise: a slight rise in oil
prices back to their levels of early April 2020 and significant haircuts on real asset prices (of around 45% on airplanes and
around 15% on real estate, for example). In this scenario, the cost of risk in basis points for the Corporate & Investment
Banking business line over 2020 as a whole could match or slightly outstrip that recorded in the first quarter of 2020.
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1.5.2.2

Fair value of financial assets impacted by the public health crisis

In view of the impact of the Covid-19 health emergency on the financial markets, the value of some products was affected
by illiquid markets in the first half of 2020.
Natixis’ Corporate & Investment Banking activities were exposed to significant adjustments on certain valuation inputs, for
example the “dividend” component:
• The suspension of dividend payments by many companies practically wiped out most short-term dividends and was also
reflected in the consensus values used to revalue this component;
• As the stressed market environment generated wide fluctuations, the “volatility” input was also revalued for all
transactions concerned.
Natixis’ revenues in the first half of 2020 were directly impacted by this situation (loss of -€273 million).
Equity interests in unlisted private equity funds are valued according to the International Private Equity and Venture Capital
Valuation (IPEV) Guidelines, which are also recommended by Invest Europe. The value of BPCE SA group’s holdings in
unlisted funds (around €657 million) was subject to an in-depth review at June 30, 2020. Where no recent net asset value
(NAV) was provided by the asset management company, a haircut was applied to the latest NAV, using a sector-based
approach.
The value of investments in real estate funds was also reviewed in the first half of the year and, where applicable, a haircut
was applied to reflect the impact of the crisis on the value of the underlying assets.
These reviews of the value of private equity fund and real estate fund investments produced a loss in value estimated at
€51 million, recorded under “Net gains or losses on financial instruments at fair value through profit or loss”.

1.5.2.3

Goodwill

Although the Covid-19 health emergency represents a major event in an entity’s business environment, it does not in itself
constitute objective evidence of impairment. However, given how the health crisis is spreading to the real economy and
the financial markets, impairment tests were performed on the cash-generating units at June 30, 2020. These tests are
presented in Note 3.2. They led to the recognition of impairment of €10 million, recorded in “Share in income of associates”
in the consolidated income statement.
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1.5.2.4

Table summarizing the main impacts of the Covid-19 crisis

in millions of euros
Net banking income
Revaluation of dividends on equity products
Value of unlisted assets
Other impacts on NBI (including CVA)

Cost of risk
Expected credit losses
Other impacts

H1 2020
-442
-273
-51
-118

-360
-134
-227
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Note 2
2.1

Applicable accounting standards and comparability

REGULATORY FRAMEWORK

The consolidated financial statements of Groupe BPCE were prepared under International Financial Reporting Standards
(IFRS) as adopted by the European Union and applicable at the reporting date, excluding certain provisions of lAS 39
relating to hedge accounting.
This condensed half-year consolidated financial information at June 30, 2020, was prepared in line with IAS 34, “Interim
Financial Reporting”. The notes provided relate to the most significant events of the first half of the year and should
therefore be read in conjunction with the Group’s consolidated financial statements at December 31, 2019.
2.2

ACCOUNTING STANDARDS

The standards and interpretations used and detailed in the annual financial statements as at December 31, 2019 were
complemented by standards, amendments and interpretations whose application is mandatory for reporting periods
starting from January 1, 2020.
IFRS 9 replaced IAS 39 on January 1, 2018. It defines the new rules for classifying and measuring financial assets and
liabilities, the new impairment methodology for the credit risk of financial assets, and hedge accounting, except for macrohedging, which the International Accounting Standards Board (IASB) is currently studying in a separate draft standard.
BPCE SA group used the option available in IFRS 9 not to apply the provisions of the standard relative to hedge accounting,
and to continue to apply IAS 39 as adopted by the European Union for the recognition of these transactions, i.e. excluding
certain provisions relating to macro-hedging. In view of the limited volume of asset reclassifications, most transactions
recognized using hedge accounting under IAS 39 continue to be disclosed in the same way from January 1, 2018.
However, IFRS 7 amended by IFRS 9 requires additional information on hedge accounting to be provided in the Notes.
On November 3, 2017, the European Commission adopted the amendment to IFRS 4 applying IFRS 9 “Financial
Instruments” with IFRS 4 “Insurance Contracts” with specific provisions for financial conglomerates, applicable since
January 1, 2018. European regulations therefore allow European financial conglomerates to opt to defer application of
IFRS 9 for their insurance activities until January 1, 2021 (effective date of new IFRS 17, Insurance Contracts), provided
they:
• do not transfer financial instruments between the insurance sector and other sectors of the conglomerate (with the
exception of financial instruments designated at fair value through profit or loss for the two sectors affected by the
transfer);
• indicate the insurance entities that apply IAS 39;
• disclose specific additional information in the notes to the financial statements.
At its meeting on March 17, 2020, the IASB decided to defer application of the standard by two years, as clarifications still
need to be given regarding key aspects of it. It also decided to defer the expiry of insurance companies’ temporary
exemption from IFRS 9 to January 1, 2023, to align it with the application of IFRS 17. An amendment was published on
June 25, 2020, providing improvements for the application of IFRS 17.
As BPCE SA group is a financial conglomerate, it elected to apply this provision to its insurance businesses, which continue
to be covered by IAS 39. The main entities affected by this measure are CEGC, the insurance subsidiaries of COFACE,
Natixis Assurances, BPCE Vie and its consolidated funds, Natixis Life, BPCE Prévoyance, BPCE Assurances, BPCE
IARD, and Surassur.
In accordance with the Implementing Regulation of November 3, 2017, the Group took the necessary steps to prohibit any
transfer of financial instruments between its insurance sector and the rest of the Group that would lead to derecognition
for the transferring entity; this restriction is not, however, required for transfers of financial instruments measured at fair
value through profit or loss by the two sectors involved.
Regulation (EU) 2017/2395 dated December 12, 2017 relating to transitional arrangements for mitigating the impact of the
introduction of IFRS 9 on capital and for the large exposures treatment of certain public-sector exposures was published
in the Official Journal on December 27, 2017. BPCE SA group has decided not to opt to neutralize IFRS 9 transitional
impacts at the prudential level due to the limited impact when applying the standard.

IFRS 16
IFRS 16 “Leases” replaced IAS 17 “Leases” and the interpretations related to the accounting of such contracts, applicable
from January 1, 2019.
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At its meeting of November 26, 2019, the IFRS Interpretation Committee (IFRS IC) issued clarifications on the application
of IFRS 16 pertaining to the methods used to assess lease terms. The impacts of these methods are currently being
analyzed. They may lead the Group to review its deployment of accounting principles as applied at June 30, 2020,
particularly for the determination of the terms of leases represented by commercial leases under French law.

Amendments to IAS 39 and IFRS 9: interest rate benchmark reform (phase 1)
In September 2019, the IASB published amendments to IFRS 9 and IAS 39 to provide relief for instruments eligible for
hedge accounting in the lead up to the interest rate benchmark reform (phase 1). These amendments were adopted by
the European Commission on January 16, 2020 and apply from January 1, 2020, with early adoption possible. BPCE SA
group chose to apply the amendment early as of December 31, 2019.
The amendments allow for the following:
• transactions designated as cash flow hedges are considered “highly probable”, as it is assumed that the cash flows will
not change as a result of the reform;
• prospective assessments of fair value hedges and cash flow hedges are not affected by the reform, and in particular
hedge accounting can continue if retrospective assessment results are outside the 80%-125% range during the transition
period, while the ineffective portion of hedging relationships shall continue to be recognized in the income statement;
• hedged risk components determined using a benchmark rate are considered to be separately identifiable.
These amendments apply until the uncertainty arising from the reform is resolved or the hedging relationship is
discontinued.
Groupe BPCE considers that all its hedging agreements with a BOR or EONIA component are concerned by the reform
and therefore qualify for the amendments for as long as there is uncertainty as to the contractual changes required by
regulations or regarding the replacement benchmark to be used or the application period of temporary rates. BPCE SA
group’s exposure primarily lies with its derivatives contracts and lending and borrowing contracts that use the EURIBOR,
EONIA or US LIBOR interest rates. Hedging transactions are described in Note 5.3 of the 2019 Universal Registration
Document.
Uncertainty arising from the benchmark rate reform and the organization set up at BPCE SA group to address this matter
are described in Note 2.3. The degree of uncertainty regarding derivatives or hedged items indexed to the EURIBOR or
EONIA rates, which account for most of Groupe BPCE’s hedging activities, is less pronounced than the uncertainty
surrounding those indexed to the LIBOR.
The other standards, amendments and interpretations adopted by the European Union did not have a material impact on
the Group’s financial statements.
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New standards published and not yet applicable

IFRS 17
IFRS 17 “Insurance Contracts” was published by the IASB on May 18, 2017 and will replace IFRS 4 “Insurance Contracts”.
Initially applicable on January 1, 2021, with a comparison at January 1, 2020, this standard was expected to come into
force from January 1, 2023. At its meeting on March 17, 2020, the IASB decided to defer its application by two years, as
clarifications still need to be given regarding key aspects of the standard. It also decided to defer the expiry of insurance
companies’ temporary exemption from IFRS 9 to January 1, 2023, to align it with the application of IFRS 17. An amendment
was published on June 25, 2020, providing improvements for the application of IFRS 17.
IFRS 17 establishes the principles of recognition, measurement, presentation and disclosure for the insurance contracts
and investment contracts with discretionary profit sharing provisions that fall within its scope.
Currently measured at historic cost, contract obligations shall be recognized at present value under IFRS 17. To that end,
insurance contracts will be measured based on their future cash flows, including a risk margin in order to factor in the
uncertainty relating to these cash flows. IFRS 17 also introduces the concept of contractual service margin. This represents
the insurer’s unearned profit and will be released over time as the services are rendered to the policyholder. The standard
demands a more detailed level of granularity in calculations as it requires estimates by group of contracts.
These accounting changes could modify the profile of insurance income (in particular for life insurance) and also introduce
greater volatility in income.
BPCE SA group’s insurance entities have set up project teams to address the changes brought about by the standard and
are continuing their preparatory work. This work includes making decisions and documenting the choices made pertaining
to the standard, modeling, adapting systems and organizations, producing financial statements and the switchover
strategy, financial disclosures and change management.

Amendments to IAS 39 and IFRS 9: interest rate benchmark reform (phase 2)
On April 9, 2020, the IASB published a draft document addressing the replacement of benchmark interest rates with
alternative benchmarks (phase 2). The Exposure Draft seeks to amend provisions of IFRS 9, IAS 39, IFRS 7, IFRS 4, and
IFRS 16 regarding modifications of financial assets and financial liabilities (including lease liabilities), whether or not related
to the enforcement of existing contractual clauses (i.e. fallback clauses), hedge accounting, and disclosures. The final
amendments, applicable from January 1, 2021, with early application possible, are expected to be published by the fourth
quarter of 2020. Groupe BPCE intends to adopt these amendments early, from December 31, 2020.
The Exposure Draft notably provides for the following:
• a practical expedient for modifications required by the benchmark reform, provided the new basis for determining the
contractual cash flows is economically equivalent to the previous basis. Such modifications would be accounted for by
applying a new effective interest rate (EIR) pursuant to IFRS 9 applicable to variable interest rates, with no immediate
impact on the income statement;
• relief measures intended to maintain hedging relationships when the benchmark rate of the hedged item or the hedge is
modified; for entities that continue to apply IAS 39, the draft provides for specific provisions covering the retrospective
assessment of hedge effectiveness;
• the possibility of designating as a hedged risk an exposure that is not separately identifiable at the amendment date but
which the company expects to meet the separately identifiable requirement within 24 months;
• disclosures in the notes to the financial statements, identifying:
− the nature and extent of risks arising from interest rate benchmark reform to which the entity is exposed,
− progress in completing the transition to alternative benchmark rates, and how the transition is being managed.

2.3

USE OF ESTIMATES AND JUDGMENTS

Preparation of the financial statements requires Management to make estimates and assumptions in certain areas with
regard to uncertain future events.
These estimates are based on the judgment of the individuals preparing these financial statements and the information
available at the balance sheet date.
Actual future results may differ from these estimates.
With respect to the financial statements for the period ended June 30, 2020 in particular, accounting estimates requiring
assumptions were mainly used for the following measurements:
• the fair value of financial instruments determined on the basis of valuation models (Note 9);
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• the amount of expected credit losses on financial instruments as well as on loan and guarantee commitments (Note 7.1);
• provisions recorded under liabilities in the balance sheet and more specifically the provision for regulated home savings
products and provisions for insurance policies (Note 8);
• calculations related to the cost of pensions and future employee benefits;
• deferred tax assets and liabilities (Note 10);
• goodwill impairment testing (Note 3.2).
Judgment must also be exercised to assess the business model and whether a financial instrument can be categorized as
SPPI. The procedures are described in the relevant paragraphs (Note 2.5.1).
The adoption of IFRS 16 led BPCE SA group to extend its use of judgment to estimate the term of leases in order to
recognize the right of use of lease assets and to record lease liabilities.
Uncertainties arising from the Covid-19 crisis are described in Note 1.5.

Uncertainties over tax treatment for income tax
The Group reflects uncertainties regarding its tax treatment for income tax in its financial statements when it deems it
probable that the tax authority will not accept its treatment. To ascertain whether a tax position is uncertain and to assess
its effect on the amount of tax, the Group assumes that the tax authority will examine all amounts reported and have full
knowledge of all related information. It bases its judgment on administrative policy, case law and on the existence of any
corrections made by the administration relating to similar tax uncertainties. The Group revises the estimate of the amount
it expects to pay or recover from the tax authority due to tax uncertainties in the event of changes in the associated facts
and circumstances, as these changes may result from (including, but not limited to) changes in tax law, the expiry of a
statutory limitation period, or the outcome of audits and measures conducted by the tax authorities.
Brexit: withdrawal agreement effective as at January 31, 2020 and beginning of transition period
On June 23, 2016, the UK decided to leave the European Union (Brexit) following a referendum. After the triggering of
Article 50 of the treaty on European Union on March 29, 2017, the United Kingdom and the 27 other member countries of
the European Union gave themselves two years to prepare for the country’s effective withdrawal. The Brexit date was
postponed three times and finally set at January 31, 2020. The UK Parliament approved the Brexit deal negotiated with
Brussels, which was ratified by the European Parliament on January 29, 2020. The transition period will run through
December 31, 2020, during which future trade agreements for goods and services will be negotiated while current
European rules continue to apply.
The political and economic consequences of Brexit are now dependent on the agreements that will be concluded in 2020,
bearing in mind that the European MPs already consider the timeline excessively tight.
Against this backdrop, BPCE SA group has prepared for the various possible Brexit scenarios, and will keep a close eye
on the outcome of the negotiations, in order to incorporate them, where necessary, in the assumptions and estimates used
in preparing the consolidated financial statements. The risk of European regulations not recognizing UK clearing houses
is no longer a short-term risk.

Uncertainties related to the application of certain provisions of the BMR
European Regulation (EU) 2016/1011 of June 8, 2016 on the indexes used as benchmarks (“the Benchmarks Regulation”
or “BMR”) introduces a common framework aimed at guaranteeing the accuracy and integrity of the indexes used as
benchmarks for financial instruments and contracts, or to measure the performance of investment funds within the
European Union.
The purpose of the Benchmarks Regulation is to regulate the provision of benchmarks, the provision of data underlying
benchmarks, and the use of benchmarks, within the European Union. It provides for a transition period for administrators,
who have until January 1, 2022 to be approved or registered. After this date, the use by entities supervised by the EU of
benchmarks whose administrators are not approved or registered (or, if they are not located in the EU, are not subject to
equivalent or otherwise recognized or approved regulations) will be prohibited.
Under the BMR, the interest rate benchmarks EURIBOR, LIBOR and EONIA have been declared critical.
Uncertainties relating to the definition of new benchmark rates in the euro zone were partially resolved in the first half of
2019. Work to propose new indexes has been completed for the EONIA which will become an €STR tracker from October
1, 2019 to December 31, 2021. The €STR will replace the “recalibrated” EONIA beginning on January 1, 2022. A new
calculation approach aimed at transitioning to a hybrid methodology for the EURIBOR, which has been recognized by the
Belgian regulator as being consistent with the requirements laid down by the Benchmark regulation, was finalized in
November 2019. The valuation of Euribor-indexed contracts may also be affected by changes in the remuneration of
collateralization agreements (usually indexed to the EONIA).
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In contrast, for the LIBOR, at this point alternative risk-free rates have been defined for the GBP, UK, CHF and Yen LIBOR.
However, work is still underway to propose structures which will be based on these alternative rates. Greater uncertainties
remain as regards transactions using the LIBOR Index.
In the first half of 2018, BPCE SA group established a project team tasked with anticipating the impacts of the benchmark
reform, from a legal, commercial, financial and accounting viewpoint.
In 2019, work focused on the Euribor reform and the transition from Eonia to the €STR. In 2020, a more operational phase
began, focused on the transition and reducing exposures to the benchmark rates that are likely to disappear. This includes
the use of new indexes, addressing existing exposures and more active communications for the Bank’s clients.
From an accounting standpoint, amendments to IFRS 9, IAS 39 and IFRS 7 were published by the IASB in
September 2019 on hedge accounting. The amendments to IAS 39 and IFRS 9 have provided for exceptions applicable
temporarily to the requirements set out in these standards in terms of hedge accounting, while the amendments to IFRS 7
require, for hedging relationships to which these exceptions are applied, disclosures on the reporting entity’s exposure to
the IBOR reform, on how it manages the transition to alternative benchmark rates and on the major assumptions or
judgments that it used to apply these amendments. The IASB’s objective is to make it possible for entities to avoid
discontinuing hedging relationships as a result of the uncertainties associated with the IBOR reform.
On April 9, 2020, the IASB published a draft document addressing the replacement of benchmark interest rates with
alternative benchmarks. The Exposure Draft seeks to amend provisions of IFRS 9, IAS 39, IFRS 7, IFRS 4, and IFRS 16
regarding modifications of financial assets and financial liabilities (including lease liabilities), whether or not related to the
enforcement of existing contractual clauses (i.e. fallback clauses), hedge accounting, and disclosures.
2.4

PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS AND INTERIM REPORTING DATE

As no specific format is required under IFRS, the presentation used by the Group for summarized statements follows
Recommendation No. 2017-02 issued by the Autorité des Normes Comptables (ANC – French national accounting
standards authority) on June 2, 2017.
The consolidated financial statements are based on the financial statements at December 31, 2019. The Group’s
consolidated financial statements for the period ended June 30, 2020 were approved by the Management Board on July 31,
2020.
The amounts presented in the financial statements and in the notes are shown in millions of euros, unless otherwise
indicated. Rounding may lead to differences between the amounts shown in the financial statements and those referred to
in the notes.
2.5

GENERAL ACCOUNTING PRINCIPLES AND MEASUREMENT METHODS

The general accounting principles set out below apply to the main items of the financial statements. Specific accounting
principles are presented in the Notes to which they refer.

2.5.1

Classification and measurement of financial assets

IFRS 9 is applicable to BPCE SA group excluding the insurance subsidiaries, which continue to apply IAS 39.
On initial recognition, financial assets are classified at amortized cost, at fair value through other comprehensive income,
or at fair value through profit or loss, according to the type of instrument (debt or equity), the characteristics of their
contractual cash flows and how the entity manages its financial instruments (its business model).

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 198

Business model
The entity’s business model represents the way in which it manages its financial assets to produce cash flow. Judgment
is exercised to ascertain the business model.
The choice of business model must take into account all information regarding the manner in which cash flows were
generated in the past, along with all other relevant information.
For example:
• the way in which the performance of financial assets is assessed and presented to the main company directors;
• risks having an impact on the business model’s performance, in particular the way in which these risks are managed;
• the way in which directors are paid (for example, if pay is based on the fair value of assets under management or on the
contractual cash flows received);
• the frequency of, volume of and reason for sales.
Moreover, the choice of business model must be made at a level which reflects the way in which groups of financial assets
are managed collectively with a view to achieving a given economic objective. The business model is therefore not decided
on an instrument by instrument basis, but rather at a higher level of aggregation, by portfolio.
The standard provides for three business models:
• a business model whose objective is to hold financial assets in order to receive contractual cash flows (“hold to collect
model”). This model, under which the concept of “holding” is relatively similar to holding to maturity, remains valid if
disposals occur under the following conditions:
− the disposals are due to an increase in credit risk,
− the disposals occur just before maturity and at a price that reflects the contractual cash flows that are still owed,
− other disposals may also be compatible with the hold to collect model’s objectives if they are infrequent (even if their
value is significant) or if their value is insignificant when considered both individually and overall (even if they are
frequent).
For BPCE SA group, the hold to collect model applies to financing activities (excluding the loan syndication activity) carried
out by Retail Banking, Corporate & Investment Banking and Specialized Financial Services;
• a mixed business model under which assets are managed with the objective of both receiving contractual cash flows and
disposing of financial assets (“hold to collect and sell model”).
BPCE SA group applies the hold to collect and sell model primarily to the portion of portfolio management activities for
securities in the liquidity reserve that is not managed solely under a hold to collect model.
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• a model intended for other financial assets, especially those held for trading, for which the collection of contractual cash
flows is incidental. This business model applies to the loan syndication activity (for the portion of outstandings to be sold
that was identified at the outset) and to the capital market activities carried out primarily by Corporate & Investment
Banking.

Types of contractual cash flows: the SPPI (Solely Payments of Principal and Interest) test
A financial asset is classified as generating solely payments of principal and interest if, on specific dates, it gives rise to
cash flows that are solely payments of principal and interest on the outstanding amount due. The SPPI test should be
performed for each financial asset on initial recognition.
The principal amount is defined as the financial asset’s fair value at its acquisition date. Interest is the consideration for the
time value of money and the credit risk incurred on the principal amount, as well as other risks such as liquidity risk,
administrative costs and the profit margin.
The instrument’s contractual terms must be taken into account to assess whether contractual cash flows are solely
payments of principal and interest. All elements that may cast doubt as to whether only the time value of money and credit
risk are represented must therefore be analyzed. For example:
• events that would change the amount and date of the cash flows;
• any contractual option that creates risk exposure or cash flow volatility that is not consistent with a basic lending
arrangement, such as exposure to fluctuations in the price of stocks or of a market index, or the introduction of leverage,
would make it impossible to categorize contractual cash flows as SPPI;
• the applicable interest rate features (for example, consistency between the rate refixing period and the interest calculation
period;
• if a clear determination cannot be made through qualitative analysis, a quantitative analysis (a benchmark test) is carried
out. This test involves comparing the contractual cash flows for the asset in question with the contractual cash flows of a
benchmark asset;
• early redemption and extension conditions.
For the borrower or lender, a contractual option permitting prepayment of financial instruments does not violate the SPPI
test for contractual cash flows if the prepayment amount mainly represents the unpaid amounts of principal and interest
and, if applicable, a reasonable additional compensation for the early termination of the contract.
If a clear determination cannot be made through qualitative analysis, a quantitative analysis (a benchmark test) is carried
out. This test involves comparing the contractual cash flows for the asset in question with the contractual cash flows of a
benchmark asset.
Furthermore, although they do not strictly meet the criteria for compensation of the time value of money, certain assets
with a regulated interest rate are classified SPPI if this regulated rate provides consideration that corresponds substantially
to the passage of time and presents no exposure to a risk that would be inconsistent with a basic lending arrangement.
This is the case in particular for financial assets representing the portion of Livret A passbook savings account inflows that
is centralized with Caisse des Dépôts et Consignations.
Financial assets that generate SPPI are debt instruments such as fixed rate loans, floating rate loans without an interest
rate tenor mismatch or that are not linked to a security or to a market index, and fixed rate or floating rate debt securities.
Non-SPPI financial assets include UCITS units, convertible bonds and mandatory convertible bonds with a fixed conversion
ratio and structured loans to local authorities.
To qualify as SPPI assets, the securities held in a securitization vehicle must meet specific conditions. The contractual
terms of the tranche must meet the SPPI criterion. The pool of underlying assets must meet the SPPI conditions. The risk
inherent in the tranche must be lower than or equal to the exposure to the vehicle’s underlying assets.
A non-recourse loan (e.g. infrastructure financing-type project financing) is a loan secured only by physical collateral. If
there is no possible recourse to the borrower, the structure of other possible recourses or protection mechanisms for the
lender in the event of default must be examined in order to categorize these loans as SPPI assets: acquisition of the
underlying asset, collateral provided (security deposits, margin call, etc.), enhancements provided.

Accounting categories
Debt instruments (loans, receivables or debt securities) may be measured at amortized cost, at fair value through other
comprehensive income recyclable to profit or loss or at fair value through profit and loss.
A debt instrument is valued at amortized cost if it meets the following two conditions:
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• the asset is held under a hold to collect business model; and
• the contractual terms of the financial asset define it as generating SPPI within the meaning of the standard.
A debt instrument is valued at fair value through other comprehensive income if it meets the following two conditions:
• the asset is held under a hold to collect and sell business model; and
• the contractual terms of the financial asset define it as generating SPPI within the meaning of the standard.
Equity instruments are, by default, recorded at fair value through profit or loss unless they qualify for an irrevocable option
for valuation at fair value through other comprehensive income not recyclable to profit or loss (provided they are not held
for trading purposes and accordingly classified as financial assets at fair value through profit or loss), without subsequently
being reclassified through profit or loss. If opting for the latter category, dividends continue to be recognized in income.
All other financial assets are recorded at fair value through profit or loss. These financial assets include financial assets
held for trading, financial assets designated at fair value through profit or loss and non-SPPI assets. Financial assets may
only be designated at fair value through profit or loss in order to eliminate or significantly reduce an accounting mismatch.
This option enables the elimination of accounting mismatches stemming from the application of different valuation rules to
instruments managed under a single strategy.
Embedded derivatives are no longer recognized separately to their host contract when these are financial assets, such
that the entire hybrid instrument must now be recognized at fair value through profit or loss when it does not meet the SPPI
criterion.
For financial liabilities, the classification and measurement rules set out in IAS 39 are carried forward to IFRS 9 unchanged,
with the exception of those applicable to financial liabilities that the entity chooses to record at fair value through profit or
loss (fair value option), for which revaluation adjustments related to changes in own credit risk are recorded under gains
and losses recognized directly in other comprehensive income, without being subsequently reclassified through profit or
loss.
The provisions of IAS 39 on the derecognition of financial assets and liabilities remain unchanged in IFRS 9. The
amendment to IFRS 9 of October 12, 2017 clarified the treatment under IFRS 9 of modifications of liabilities recognized at
amortized cost if the modification does not result in derecognition: the profit or loss resulting from the difference between
the original cash flows and the modified cash flows discounted at the original effective interest rate shall be recognized in
profit or loss.

2.5.2

Transactions in foreign currencies

The method used to account for assets and liabilities relating to foreign currency transactions entered into by the Group
depends upon whether the asset or liability in question is classified as a monetary or a non-monetary item.
Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency of the Group
entity on whose balance sheet they are recognized, at the exchange rate prevailing at the balance sheet date. All resulting
foreign exchange gains and losses are recognized in income, except in two cases:
• only the portion of the foreign exchange gains and losses calculated based on the amortized cost of financial assets at
fair value through other comprehensive income is recognized in income, with any additional gains and losses being
recognized in “Gains and losses recognized directly in other comprehensive income”;
• foreign exchange gains and losses arising on monetary items designated as cash flow hedges or as part of a net
investment in a foreign operation are recognized in “Gains and losses recognized directly in other comprehensive
income”.
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Non-monetary assets carried at historic cost are translated using the exchange rate prevailing at the transaction date. Nonmonetary assets carried at fair value are translated using the exchange rate in effect at the date on which the fair value
was determined. Foreign exchange gains and losses on non-monetary items are recognized in profit or loss if gains and
losses relating to the items are recorded in profit or loss, and in “Gains and losses recognized directly in other
comprehensive income” if gains and losses relating to the items are recorded in “Gains and losses recognized directly in
other comprehensive income”.
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Note 3
3.1

Consolidation

CHANGES IN SCOPE OF CONSOLIDATION DURING THE FIRST HALF OF 2020

The main changes in the scope of consolidation during the first half of 2020 are presented below:

CHANGES IN THE OWNERSHIP INTEREST IN SUBSIDIARIES (WITH NO IMPACT ON CONTROL)
Change in the Group’s ownership interest in Natixis
Following a number of transactions in its own shares, the Group’s stake in Natixis stood at 70.6807% at June 30, 2020
(versus 70.6831% at December 31, 2019). The impact of this change on equity attributable to equity holders of the parent
was not material.

LOSS OF CONTROL
Change in the method of consolidation of Coface by Natixis
Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).

OTHER CHANGES IN SCOPE
Newly consolidated entities
Creation of the entity Loomis Sayles Operating Services LLC by Natixis in the second quarter of 2020. This entity provides
operational support for asset management activities (services, IT infrastructure).
Deconsolidated entities
• Dissolution of Sopassure pending the creation of a new bancassurance entity incorporating CNP Assurances and
Banque Postale, at the end of 2019, BPCE and La Banque Postale signed a new agreement in their capacity as
shareholders of CNP Assurances (with stakes of 16.11% and 62.13% respectively). The new agreement, which expires
in 2030, led to the winding up in January 2020 of their joint holding company, Sopassure, without this having any impact
on Groupe BPCE’s percentage holding in CNP Assurances or its significant influence over this group.
Restructuring
NIM simplified the organizational structure of its asset management holding companies in the United States.
On January 1, 2020, Natixis U.S. Holdings, Inc. absorbed Natixis Investment Managers LLC, a holding company with a
non-material interest (1%) in Natixis Investment Managers L.P., a company whose remaining capital (99%) was wholly
owned by Natixis U.S. Holdings Inc.
As part of this transaction, Natixis U.S. Holdings Inc. was transformed into a limited liability company (LLC) and renamed
Natixis Investment Managers U.S. Holdings LLC.
On January 1, 2020, Natixis Investment Managers L.P. absorbed Natixis Investment Managers Holdings LLC, a holding
company with a non-material indirect interest (1% to 2%) in various US affiliates (including Loomis, Harris, AEW Capital
Management, Vaughan Nelson). The remaining capital in these affiliates was wholly owned by Natixis Investment
Managers L.P.
As part of this transaction, Natixis Investment Managers L.P. was transformed into a limited liability company (LLC) and
renamed Natixis Investment Managers LLC.
In the first quarter of 2020, Natixis ASG Holdings Inc. absorbed Alternative Strategies Group LLC, a wholly owned
subsidiary. Alternative Strategies Group LLC was previously the holding company of AlphaSimplex Group LLC, of which it
held all the capital.

3.2

3.2.1

GOODWILL

Value of goodwill

Goodwill on transactions completed during the period is detailed in Note 3.1 “Changes in the scope of consolidation”.
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in millions of euros
Opening net value
Acquisitions
Disposals (1)
Impairment
Foreign exchange rate adjustments
CLOSING NET VALUE

(1)

6/30/2020
4,088
(282)
(7)
3,800

12/31/2019
3,906
233
(2)
(82)
33
4,088

The Disposals line includes the goodwill booked following the loss of control of Coface (see Note 1.3).

At June 30, 2020, gross goodwill stood at €44,111 million and total impairment came to -€311 million.
Certain goodwill items recognized in the United States give rise to tax amortization over 15 years, leading to a difference
between the carrying amount of the goodwill and its tax base. This difference in treatment generated a deferred tax liability
of €348 million at June 30, 2020, compared with €347 million at December 31, 2019.

Breakdown of goodwill
Carrying amount
in millions of euros
Oney Bank
Other Networks
Financial Solutions and Expertise
Insurance
Equity interests (Coface) (1)
Payments
Retail Banking and Insurance
Asset & Wealth Management
Corporate & Investment Banking
TOTAL GOODWILL
(1)

6/30/2020
170
170
27
93
137
427
3,231
141
3,800

12/31/2019
170
170
27
93
282
137
709
3,235
144
4,088

Including -€282 million corresponding to the cancellation of goodwill following the loss of control of Coface (see Note 1.3).

3.2.2

Goodwill impairment tests

Goodwill must be tested for impairment whenever there is evidence of impairment and at least once a year. The Covid-19
health emergency in the first half of 2020 does not in itself constitute evidence of impairment.
However, its negative consequences in terms of the Group’s results and budget forecasts justified the performance of
testing on all cash-generating units (CGUs) for the preparation of the interim financial statements at June 30, 2020.
Impairment tests consist in assessing each CGU’s recoverable value and comparing it with its carrying amount. A loss in
value is recorded in the income statement if the carrying amount of a CGU, including goodwill assigned to it, is higher than
its recoverable value.
Impairment tests were performed on all goodwill items due to the public health crisis. The calculation of values in use was
primarily based on discounting each CGU’s estimated future cash flows as identified in the business lines’ latest results
forecasts prepared in light of the crisis in the first half of 2020.

Key assumptions used to calculate the recoverable value of the Retail Banking, Other Networks and
Financial Solutions and Expertise cash-generating units
The dividend discount method (DDM) (dividends distributable by the entity) was used for the Oney Bank CGU. The DCF
(discounted cash flow) method was used for the Financial Solutions and Expertise (SEF) CGU. The DDM model allows for
the construction of a hypothetical sum of total distributable future cash flows while factoring in regulatory constraints.
The following assumptions were used:
• Long-term growth rate of 2% for all subsidiaries;
• Discount rate of 9.5% for Oney Bank and the SEF business line.
The discount rates were determined by factoring in the following:
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• For the Oney Bank CGU, a weekly average of the 10-year OAT rate of return over a depth of 8 years, plus a risk premium
based on a sample of listed full-service banks;
• For the SEF CGU, a weekly average of the 10-year OAT rate of return over a depth of 8 years, plus a risk premium based
on a sample of listed full-service banks;

No impairment was recorded at June 30, 2020 as a result of these tests.

Key assumptions used to calculate the recoverable value of the other CGUs
Value in use was calculated based on the present value of each CGU’s future cash flows (i.e. the discounted cash flow
method). The following assumptions were used:
• Estimated future cash flows: projections based on the business lines’ latest multi-annual results forecasts;
• Perpetual growth rate: the perpetual growth rate was lowered to 2.0% (from 2.5% previously) owing to the uncertainties
affecting all valuations;
• Discount rate: a different rate was applied to each CGU: 8.9% for Asset & Wealth Management (versus 9.1% at
December 31, 2019), 11.2% for Corporate & Investment Banking (versus 11.4% at December 31, 2019), 10.4% for
Insurance (versus 10.6% at December 31, 2019) and 6.9% for Payments (versus 6.9% at December 31, 2019).
The discount rates were determined by factoring in the following:
• For the Insurance and Payments CGUs, the 10-year OAT risk-free rate of return averaged over a depth of 10 years;
• For the Asset & Wealth Management and Corporate & Investment Banking CGUs, the average of the 10-year OAT and
the US 10-year, averaged over a depth of 10 years. A risk premium calculated from a sample of companies representative
of the CGU was then added to these rates.
For Corporate & Investment Banking, in an extremely uncertain environment (impact of the crisis on market and credit
activities, regulatory changes, etc.), in which a DCF valuation was deemed insufficient for this CGU at June 30, 2020, the
impairment test was rounded out by an earnings multiple valuation for the scope of the M&A activity (which bears all
goodwill at June 30, 2020), as this approach is more meaningful.
No impairment was recorded at June 30, 2020 as a result of these tests.
A 30 bp increase in discount rates (assumption based on the historical annual variability observed over one year using
2012-2019 historical data) combined with a 50 bp reduction in perpetual growth rates would reduce the value in use of
CGUs by:
• -9% for the Asset & Wealth Management CGU;
• -14% for the Corporate & Investment Banking CGU;
• -7% for the Insurance CGU;
• -10% for the Payments CGU.
This has no impact on the conclusions of the impairment test.

Similarly, the sensitivity of these CGUs’ future cash flows, as forecast in the business plan, to changes in the main
assumptions would not significantly affect their recoverable value:
• For Asset & Wealth Management, a 10% decline in the equity markets (a uniform decline across all years) would have a
-5% negative impact on the CGU’s recoverable value and would not lead to the recognition of impairment. As regards
sensitivity, a stressed scenario in terms of business plans, for example affecting the contribution of affiliates, would not
lead to any impairment;
• For Corporate & Investment Banking, sensitivity to the dollar or to higher liquidity costs would have a limited impact on
net banking income and would not result in the recognition of impairment;
• For the Insurance CGU:
− The main vector of sensitivity for life insurance is interest rates and the financial markets but various steps are being
taken to reduce their impact (diversification of investments, reserves, hedging of equity positions, etc.). Accordingly,
the impact on the income statement is limited and would not significantly affect the CGU’s value;

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 205

− For non-life insurance, the main vector of sensitivity is the loss ratio, which is notably measured via the combined ratio.
Natixis’ strategic plan, New Dimension, sets this ratio at below 94%. A one-point deterioration in this ratio over all years
would lead to a limited decline of 3% in the value of the CGU, with no impact on impairment;
• For Payments, in terms of business activity, the division’s business model is diversified, with i) a historic payments
business line for the Groupe BPCE networks, posting a highly recurring business volume over the years (and strong
momentum in electronic payments) and ii) a portfolio of fintechs offering multiple products to Group and external
customers (book entry securities, merchant solutions, e-commerce, solutions for Works Councils, etc.). This business
model generates lower volatility in earnings trends.
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Note 4

Notes to the income statement

Key points
Net banking income (NBI) includes:
• interest income and expenses;
• fees and commissions;
• net gains or losses on financial instruments at fair value through profit or loss;
• net gains or losses on financial instruments at fair value through other comprehensive income;
• net gains or losses resulting from the derecognition of financial assets at amortized cost;
• net income from insurance businesses;
• income and expenses from other activities.

4.1

INTEREST AND SIMILAR INCOME AND EXPENSES

Accounting principles
Interest income and expenses are recognized in the income statement for all financial instruments measured at amortized
cost using the effective interest method, which include interbank and customer items, the portfolio of securities at amortized
cost, debt securities, subordinated debt and lease liabilities. This item also includes interest receivable on fixed income
securities classified as financial assets at fair value through other comprehensive income and hedging derivatives, it being
specified that accrued interest on cash flow hedging derivatives is taken to income in the same manner and period as the
accrued interest on the hedged item.
Interest income also consists of interest on non-SPPI debt instruments not held under a trading model as well as interest
on the related economic hedges (classified by default as instruments at fair value through profit or loss).
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the financial instrument to obtain the net carrying amount of the financial asset or financial liability.
The effective interest rate calculation takes account of all transaction fees paid or received as well as premiums and
discounts. Transaction fees paid or received that are an integral part of the effective interest rate of the contract, such as
loan set-up fees and commissions paid to financial partners, are treated as additional interest.
The Group has chosen the following option to account for negative interest:
• when income from a financial asset debt instrument is negative, it is deducted from interest income in the income
statement;
• when income on a financial liability debt instrument is positive, it is deducted from interest expenses in the income
statement.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 207

H1 2020
Interest
income

in millions of euros
Loans to/borrowings from banks
Loans to/borrowings from customers
Bonds and other debt securities held/issued

Interest
expenses

Interest
Net income

Interest
expenses

Net

275

(133)

142

433

(344)

89

2,229

(245)

1,984

2,624

(439)

2,185

284

(1,826)

(1,542)

311

(2,145)

(1,834)

(318)

(318)

(331)

(331)

(8)

(8)

(12)

(12)

(2,530)

Subordinated debt
Lease liabilities
Total financial assets and liabilities at amortized cost (excluding finance
leases)

H1 2019

258

3,368

Finance leases

162

162

170

170

Debt securities

51

51

83

83

Financial assets at fair value through other comprehensive income

51

51

83

83

471

3,621

55

49

TOTAL FINANCIAL ASSETS AND LIABILITIES AT AMORTIZED COST AND AT
FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME (1)
Non-standard financial assets not held for trading

2,788

3,001

(2,530)

55

Hedging derivatives
Economic hedging derivatives
TOTAL INTEREST INCOME AND EXPENSES

(3,271)

(3,271)

97

350
49

1,988

(1,870)

118

1,762

(1,709)

53

88

34

122

211

(100)

111

5,132

(4,367)

765

5,643

(5,080)

563

(1)

Interest income related to financial assets carrying credit risk (S3) came to €123 million in the first half of 2020 on financial assets at amortized cost (€110 million in the
first half of 2019).

4.2

FEE AND COMMISSION INCOME AND EXPENSES

Accounting principles
Under IFRS 15 “Revenue from Contracts with Customers”, recognition of revenue from ordinary activities reflects the
transfer of control of goods and services promised to customers in an amount corresponding to the consideration that the
entity expects to receive in exchange for these goods and services. The recognition of this revenue calls for a five-step
approach:
• identification of contracts with customers;
• identification of specific performance obligations (or items) to be recognized separately from one another;
• determination of the overall transaction price;
• allocation of the transaction price to the various specific performance obligations;
• recognition of revenue when performance obligations are met.
This approach applies to contracts entered into by an entity with its customers, with the exception of leases (covered by
IFRS 16), insurance contracts (covered by IFRS 4) and financial instruments (covered by IFRS 9). If specific stipulations
relating to revenue or contract costs are given under a different standard, these will first be applied.
With regard to the Group’s activities, this method principally concerns the following:
• fee and commission income, notably that relating to banking services when this income is not included in the effective
interest rate, or that relating to asset management or financial engineering services;
• income from other activities (see Note 4.6), in particular for services included in leases.
As a result, fees and commissions are recorded based on the type of service rendered and on the method of accounting
for the financial instruments to which the service relates.
This line includes mainly fees and commissions receivable or payable on recurring services (payment processing, custody
fees, etc.) and occasional services (fund transfers, late payment penalties, etc.), fees and commissions receivable or
payable on execution of significant transactions, and fees and commissions receivable or payable on trust assets held or
managed on behalf of the Group’s customers.
However, fees and commissions that form an integral part of the effective yield on a contract are recorded under “Net
interest income”.
Commissions on services
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Commissions on services are analyzed to separately identify their different items (or performance obligations) and to assign
the appropriate share of revenues to each item. Each item is then recorded in the income statement by type of service
provided, and according to the method used to recognize the associated financial instrument:
• commissions payable or receivable on recurring services are deferred over the period in which the service is provided
(payment processing, custody fees, etc.);
• commissions payable or receivable on occasional services are recognized in full in income when the service is provided
(fund transfers, payment penalties, etc.);
• commissions payable or receivable on execution of a significant transaction are recognized in full in income on completion
of the transaction.
When there is some uncertainty about the amount of a commission (incentive fees in asset management, variable financial
engineering commissions, etc.), only the amount that the Group is already certain to receive, given the information available
at the closing date, is recognized.
Fees and commissions that form an integral part of the effective yield on an instrument, such as fees on loan commitments
given or loan set-up fees, are recognized and amortized as an adjustment to the effective interest rate over the estimated
term of the applicable loan. These fees and commissions are recognized as “Interest income” rather than “Fee and
commission income”.
Fiduciary and similar activity fees and commissions are those that result in assets being held or invested on behalf of
individual customers, pension schemes or other institutions. Trust management services mainly cover asset management
business and custody services on behalf of third parties.

H1 2020
in millions of euros
Cash and interbank transactions
Customer transactions
Financial services
Sales of life insurance products
Payment services
Securities transactions
Trust management services (1)
Financial instruments and off-balance sheet
transactions
Other fee and commission income/(expense)
TOTAL FEE AND COMMISSION INCOME AND
EXPENSES (2)

H1 2019

Income
8
390
151
76
241
103
1,631

Expenses
(28)
(8)
(72)
///
(37)
(116)

Net
(20)
382
79
76
204
(12)
1,631

Income
6
430
142
77
229
86
1,855

Expenses
(28)
(11)
(311)
///
(39)
(64)

Net
(22)
419
(169)
77
190
22
1,855

87
36

(261)
(512)

(174)
(477)

69
68

(107)
(646)

(38)
(578)

2,723

(1,034)

1,689

2,962

(1,207)

1,755

(1)

Of which performance fees in the amount of €71 million (€63 million for Europe and €8 million for North America) in the first half of 2020, compared with €170 million
(€158 million for Europe and €12 million for North America) in the first half of 2019.
(2) In the first half of 2019, Coface contributed net fees and commissions of -€65 million (+€30 million in income and -€95 million in expenses, primarily recorded under
Other).

4.3

NET GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Accounting principles
This item includes gains and losses (including the related interest) from financial assets and liabilities classified as held for
trading or designated at fair value through profit or loss.
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“Gains and losses on hedging transactions” include gains and losses arising from the revaluation of derivatives used as
fair value hedges, as well as gains and losses from the revaluation of the hedged item in the same manner, the revaluation
at fair value of the macro-hedged portfolio and the ineffective portion of cash flow hedges.

in millions of euros
Gains and losses on financial instruments mandatorily recognized at fair value through profit or loss (1)
Gains and losses on financial instruments designated at fair value through profit or loss
Gains and losses on financial assets designated at fair value through profit or loss
Gains and losses on financial liabilities designated at fair value through profit or loss
Gains and losses on hedging transactions
Ineffective portion of cash flow hedges (CFH)
Ineffective portion of fair value hedges (FVH)
Changes in fair value of fair value hedges
Changes in fair value of hedged items
Gains and losses on foreign exchange transactions

H1 2020
(728)
1,081
(37)
1,118
(29)
1
(30)
663
(693)
44

TOTAL NET GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

368

H1 2019
3,814
(2,612)
(2,612)
(42)
(9)
(33)
(55)
22
95
1,255

(1) In

the first half of 2020, “Gains and losses on financial instruments mandatorily recognized at fair value through profit or loss” included:
· Impairments taken against the fair value of CDS entered into with monoline insurers: an increase of €16 million was recorded for the first half of 2020 versus a decrease
of €4 million (income) for the first half of 2019 (excluding foreign exchange effects), bringing cumulative impairment to €41 million at June 30, 2020 compared to €19 million
at June 30, 2019;
· Changes in the fair value of derivatives, in the amount of -€113 million, arising from the increase in impairment for counterparty risk (Credit Valuation Adjustment – CVA),
in the amount of +€18 million due to the consideration of non-performance risk in the valuation of derivative financial liabilities (Debit Valuation Adjustment – DVA), and
in the amount of -€39 million due to the inclusion of an adjustment for funding costs (Funding Valuation Adjustment – FVA);
· Impairment on certain unlisted assets (see Note 1.5), representing €51 million.

4.4

NET GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

Accounting principles
Financial assets at fair value through other comprehensive income include:
• SPPI debt instruments managed under a hold to collect and sell business model at fair value through other
comprehensive income recyclable to profit or loss. If they are sold, changes in fair value are taken to income;
• equity instruments at fair value through other comprehensive income not recyclable to profit or loss. In the event of
disposal, changes in fair value are not transferred to profit or loss but are taken directly to retained earnings. Only
dividends affect income when they correspond to a return on investment.
Changes in the value of SPPI debt instruments managed under a hold to collect and sell business model recognized at
fair value through other comprehensive income recyclable to profit or loss include:
• income and expenses recognized in net interest income;
• net gains or losses on derecognized debt financial assets at fair value through other comprehensive income;
• impairment/reversals recognized in “Cost of credit risk”;
• gains and losses recognized directly in other comprehensive income.

in millions of euros

Net gains or losses on debt instruments
Net gains or losses on equity instruments (dividends)
TOTAL GAINS OR LOSSES ON FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE
INCOME

H1 2020
12
23
35

H1 2019
3
72
75
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4.5

NET GAINS OR LOSSES ARISING FROM THE DERECOGNITION OF FINANCIAL ASSETS AT AMORTIZED
COST

Accounting principles
This item includes net gains or losses on financial instruments at amortized cost arising from the derecognition of financial
assets at amortized cost (loans and receivables, debt securities) and financial liabilities at amortized cost.

Gains
6

in millions of euros
Loans or receivables due from banks

H1 2020
Losses

(6)

Loans or receivables due from customers
Debt securities
Total gains and losses on financial assets at amortized cost

1

Amounts due to banks
Debt securities

Net
6

Gains
63

H1 2019
Losses
(54)

Net
9

(6)

(6)

2

(4)

(4)

(4)

(2)

(2)

63

(60)

3

(3)
(2)

(3)
18

50

(70)
(1)

(20)
(1)

Total gains and losses on financial liabilities at amortized cost

20

(5)

15

50

(71)

(21)

TOTAL GAINS OR LOSSES ON FINANCIAL INSTRUMENTS AT AMORTIZED
COST

20

(8)

13

113

(131)

(18)

4.6

INCOME AND EXPENSES FROM OTHER ACTIVITIES

Accounting principles
Income and expenses from other activities mainly include:
• income and expenses on investment property (rental income and expenses, gains and losses on disposals, depreciation,
amortization and impairment);
• income and expenses on operating leases;
• income and expenses on real estate development activities (revenues, purchases used).

Income

in millions of euros

Income and expenses from real estate activities

2

Income and expenses from leasing transactions

94

Income and expenses from investment property

H1 2020
Expenses
(84)

Net

Income

2

2

10

78

H1 2019
Expenses

Net
1

(65)

13

8

(6)

2

9

(2)

7

Other income and expenses

419

(180)

239

570

(344)

227

TOTAL INCOME AND EXPENSES FROM OTHER ACTIVITIES

523

(270)

253

659

(411)

248

Income and expenses from insurance businesses are presented in Note 8.

4.7

OPERATING EXPENSES

Accounting principles
Operating expenses include mainly payroll costs (wages and salaries net of rebilled amounts), social security charges, and
employee benefit expenses such as pension costs. Operating expenses also include the full amount of administrative
expenses and external service costs.
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in millions of euros
Payroll costs
Taxes other than on income (1)
External services and other operating expenses
Other administrative costs
TOTAL OPERATING EXPENSES (2)

H1 2020
(2,231)
(388)
(1,095)
(1,483)
(3,714)

H1 2019
(2,536)
(386)
(1,164)
(1,550)
(4,086)

(1)

Taxes other than on income include, in particular, the contribution to the SRF (Single Resolution Fund) for an amount of €254 million in the first half of 2020 (versus
€261 million in the first half of 2019) and the systemic risk tax for an amount of €8 million in the first half of 2020 (versus €8 million in the first half of 2019).
(2) In the first half of 2019, Coface contributed -€234 million in operating expenses.

Contributions to bank resolution mechanisms

The terms and conditions governing the establishment of the deposit and resolution guarantee fund were amended by the
Ministerial Order of October 27, 2015. For the Deposit Guarantee Fund, the cumulative amount of contributions made to
the fund by the Group for deposit, collateral and securities guarantee mechanisms stands at €21 million. Contributions
(which are non-refundable in the event of a voluntary withdrawal of approval to operate) amount to €3 million.
Contributions paid in the form of partner or association certificates and cash security deposits, recognized as assets on
the balance sheet, total €18 million.
European directive 2014/59/EU (the Bank Recovery and Resolution Directive) which sets out a framework for the recovery
and resolution of banks and investment firms, and European Regulation 806/2014 (the Single Resolution Mechanism
(SRM) Regulation) set up a resolution fund from 2015. In 2016, this fund became a Single Resolution Fund (SRF) between
the Member States participating in the Single Supervisory Mechanism (SSM). The SRF is a resolution financing mechanism
available to the resolution authority (Single Resolution Board), which may use this fund when implementing resolution
procedures.
The Single Resolution Board set the level of contributions for 2019 in accordance with Delegated Regulation 2015/63 and
Implementing Regulation 2015/81 supplementing the BRRD on ex-ante contributions to bank resolution financing
mechanisms. The amount of contributions paid by the Group totaled €299 million, of which €254 million recognized as an
expense and €45 million in cash security deposits recognized as assets on the balance sheet (15% of funds in cash security
deposits). The cumulative amount of contributions recognized as assets on the balance sheet totaled €225 million at June
30, 2020.

4.8

GAINS OR LOSSES ON OTHER ASSETS

Accounting principles
This item includes gains and losses on disposals of property, plant and equipment and intangible assets, as well as gains
and losses on disposals of consolidated investments in associates.

in millions of euros
Gains or losses on disposals of property, plant and equipment and intangible assets used in
operations
Gains or losses on disposals of consolidated investments
TOTAL GAINS OR LOSSES ON OTHER ASSETS

H1 2020

H1 2019

0
(244)
(244)

8
(45)
(37)

In the first half of 2020, gains or losses on disposals of consolidated investments included income from the disposal of
Coface (-€112 million) and provisions recorded for expected losses on the disposal of shares in Fidor (-€141 million).
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Note 5
5.1

Notes to the balance sheet

FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

Accounting principles
Financial assets and liabilities at fair value through profit or loss comprise instruments held for trading, including derivatives;
certain assets and liabilities that the Group chose to recognize at fair value at their date of acquisition or issue using the
fair value option available under IFRS 9; and non-SPPI assets.
Date of recognition

Securities are recorded in the balance sheet on the settlement-delivery date.
Temporary sales of securities are also recorded on the settlement/delivery date.
When such transactions are recorded under “Assets and liabilities at fair value through profit or loss”, the commitment is
recorded as an interest rate derivative.
The first-in, first-out (FIFO) method is applied to any partial disposals of securities, except in special cases.

5.1.1

Financial assets at fair value through profit or loss

Accounting principles
Financial assets at fair value through profit or loss are:
• financial assets held for trading, i.e. securities acquired or issued principally for the purpose of selling them in the near
term;
• financial assets that the Group has chosen to recognize at fair value through profit or loss at inception using the fair value
option available under IFRS 9. The qualifying criteria used when applying this option are described above;
• non-SPPI debt instruments;
• equity instruments measured by default at fair value through profit or loss (which are not held for trading purposes).
These assets are measured at fair value at the date of initial recognition and at each balance sheet date. Changes in fair
value over the period, interest, dividends, and gains or losses on disposals on these instruments are recognized in “Net
gains or losses on financial instruments at fair value through profit or loss”, with the exception of non-SPPI debt financial
assets whose interest is recorded in “Interest income”.
Financial assets in the trading book mainly include proprietary securities transactions, repurchase agreements and
derivative instruments contracted by the Group to manage its risk exposure.
Assets designated at fair value through profit or loss

IFRS 9 allows entities to designate financial assets at fair value through profit or loss on initial recognition. However, an
entity’s decision to do so may not be reversed.
Compliance with the criteria stipulated by the standard must be verified prior to any recognition of an instrument using the
fair value option.
This option may only be applied to eliminate or significantly reduce an accounting mismatch. Applying the option eliminates
accounting mismatches stemming from the application of different valuation rules to instruments managed under a single
strategy.
Financial assets in the trading book mainly include proprietary securities transactions, repurchase agreements and
derivative instruments contracted by the Group to manage its risk exposure.
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6/30/2020

12/31/2019

Financial assets mandatorily
recognized at fair value
through profit or loss

in millions of euros
Treasury bills and equivalent
Bonds and other debt securities

Financial assets
considered part
of a trading
activity

Financial assets mandatorily
recognized at fair value
through profit or loss

Financial
assets
designated
at fair value
Other
through
financial profit or loss
(1)
assets (2) (3)

12,109

Financial assets
considered part
of a trading
Total
activity

Financial
assets
designated at
Other
fair value
financial through profit
assets (2) (3)
or loss (1)

12,109

6,451

2

Total
6,452

7,737

3,631

5

11,373

8,470

3,732

43

12,246

19,846

3,631

5

23,482

14,921

3,734

43

18,698

985

2

987

13

1,003

2

1,019

1,853

Other
Debt securities
Loans to banks excluding repurchase
agreements
Customer loans excluding repurchase
agreements

3,139

2,074

5,213

4,599

65,864

83,002

2

72,064

87,614

2,856

2

90,473

///

26,822

36,160

880

///

37,040

///

56,895

51,682

///

///

51,682

///

///

18,084

14,953

///

///

14,953

7,561

7

197,347

205,331

7,470

45

212,847

Repurchase agreements (4)

65,864

Loans

69,003

3,059

Equity instruments

25,951

871

Trading derivatives (4)

56,895

///

Security deposits paid

18,084
189,779

TOTAL FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

6,452
83,002

(1) Only

in case of an accounting mismatch.
Consisting of non-SPPI assets that fall outside the scope of a trading activity including units of UCITS and private equity investment funds presented in bonds and other
debt securities (€2,949 million at June 30, 2020 versus €3,031 million at December 31, 2019). Loans to customers include, among others, certain structured loans to local
authorities. This category also includes equity instruments the Group decided not to recognize through other comprehensive income for a total of €871 million at June 30,
2020 versus €881 million at December 31, 2019.
(3) The criteria used by the Group to categorize financial assets at fair value through profit or loss if they do not meet the SPPI criterion are provided in Note 2.5.1.
(4) This information is presented in consideration of netting effects, in accordance with IAS 32 (see Note 5.13.1).
(2)

5.1.2

Financial liabilities at fair value through profit or loss

Accounting principles
These are financial liabilities held for trading or classified in this category on a voluntary basis at initial recognition using
the fair value option available under IFRS 9. The trading book includes liabilities arising from short-selling transactions,
repurchase agreements and derivative instruments. The qualifying criteria used when applying this option are described
above.
These liabilities are measured at fair value at the date of initial recognition and at each balance sheet date.
Fair-value variations over the period, interest, and gains or losses related to these instruments are booked as “Net gains
or losses on financial instruments at fair value through profit or loss”, except for fair value fluctuations attributable to the
change in own credit risk for financial liabilities at fair value through profit or loss, which have been booked, since January 1,
2016, in “Revaluation of own credit risk on financial liabilities designated at fair value through profit or loss” within “Gains
and losses recognized directly in other comprehensive income”. If the liability is derecognized before its maturity (early
redemption, for example), fair value gains or losses attributable to own credit risk are directly transferred to retained
earnings.
Financial liabilities designated at fair value through profit or loss

IFRS 9 allows entities to designate financial liabilities at fair value through profit or loss on initial recognition. However, an
entity’s decision to do so may not be reversed.
Compliance with the criteria stipulated by the standard must be verified prior to any recognition of an instrument using the
fair value option.
In practice, this option may be applied only under the specific circumstances described below:
Elimination of or significant reduction in an accounting mismatch
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Applying the option eliminates accounting mismatches stemming from the application of different valuation rules to
instruments managed under a single strategy.
Harmonization of accounting treatment for management and performance measurement

The option applies for liabilities managed and measured at fair value, provided that such management is based on a
formally documented risk management policy or investment strategy, and that internal monitoring also relies on a fair value
measurement.
Hybrid financial instruments containing one or more embedded derivatives

An embedded derivative is a component of a financial or non-financial hybrid (combined) instrument that qualifies as a
derivative. It must be separated from the host contract and accounted for as a derivative if the hybrid instrument is not
measured at fair value through profit or loss, and if the economic characteristics and risks associated with the derivative
are not closely related to those of the host contract.
The fair value option may be applied to a financial liability when the embedded derivative substantially modifies the cash
flows of the host contract and when the separate recognition of the embedded derivative is not specifically prohibited by
IFRS 9 (e.g. an early redemption option embedded in a debt instrument). The option allows the entire instrument to be
measured at fair value, and therefore avoids the need to extract, recognize or separately measure the embedded
derivative.
This accounting treatment applies in particular to some structured debt issues containing material embedded derivatives.
Financial liabilities in the trading book include liabilities arising from short-selling transactions, repurchase agreements and
derivative instruments.

in millions of euros

Short sales
Trading derivatives (1)
Interbank term accounts and loans
Customer term accounts and loans
Non-subordinated debt securities
Subordinated debt
Repurchase agreements (1)
Guarantee deposits received
Other
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE THROUGH
PROFIT OR LOSS
(1)

Financial
liabilities
issued for
trading
16,553
56,311

296
///
81,859
15,396
///
170,415

6/30/2020
Financial
liabilities
designated at
fair value
through
profit or loss
///
///
169
128
22,633
98
///
///
3,185
26,213

Total
16,553
56,311
169
128
22,929
98
81,859
15,396
3,185
196,628

Financial
liabilities
issued for
trading
18,555
50,525
///
297
///
95,548
13,119
///
178,044

12/31/2019
Financial
liabilities
designated at
fair value
through
profit or loss
///
///
144
139
26,254
100
///
///
3,699
30,335

Total
18,555
50,525
143
139
26,550
100
95,548
13,119
3,699
208,379

This information is presented in consideration of netting effects, in accordance with IAS 32 (see Note 5.13.2).

These liabilities are measured at fair value on the reporting date with changes in value, including coupon, recorded in the
“Net gains or losses on financial instruments at fair value through profit or loss” line on the income statement, with the
exception of changes in fair value attributable to own credit risk associated with financial liabilities designated at fair value
through profit or loss, which are recognized in “Revaluation of own credit risk on financial liabilities recognized at fair value
through profit or loss” in accordance with IFRS 9.
Total revaluations attributable to own credit risk came to -€100 million at June 30, 2020, versus -€136 million at December
31, 2019. These revaluations relate mainly to debt securities.
Liabilities measured at fair value through profit or loss are mostly comprised of issues originated and structured by Natixis
for customers whose risks and hedges are managed together. These issues include embedded derivatives whose changes
in value are neutralized, except for those affected by own credit risk, by those of the derivative instruments with which they
are economically hedged.
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5.2

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Accounting principles
Financial assets at fair value through other comprehensive income are initially recognized at fair value, plus any transaction
costs.
Debt instruments measured at fair value through other comprehensive income that may subsequently be reclassified to profit
or loss

On the balance sheet date, these instruments are carried at their fair value and changes in fair value (excluding accrued
interest) are recorded under ”Gains and losses recognized directly in other comprehensive income recyclable to profit or
loss” (as the foreign currency assets are monetary assets, changes in the fair value of the foreign currency component
affect income). The principles used to determine fair value are described in Note 9.
These instruments are subject to IFRS 9 impairment requirements. Information about credit risk is provided in Note 7.1. If
they are sold, these changes in fair value are taken to income.
Interest income accrued or received on debt instruments is recorded under “Interest and similar income” using the effective
interest method. This method is described in Note 5.3 – Assets at amortized cost.
Equity instruments measured at fair value through other comprehensive income not recyclable to profit or loss

On the balance sheet date, these instruments are carried at their fair value and changes in fair value are recorded under
“Gains and losses recognized directly in other comprehensive income not recyclable to profit or loss” (as the foreign
currency assets are not monetary assets, changes in the fair value of the foreign currency component do not affect income).
The principles used to determine fair value are described in Note 9.
The designation at fair value through other comprehensive income not recyclable to profit or loss is an irrevocable option
that is applied on an instrument-by-instrument basis only to equity instruments not held for trading purposes. Realized and
unrealized losses continue to be recorded in other comprehensive income with no impact on income. These financial
assets are not impaired.
In the event of disposal, changes in fair value are not transferred to profit or loss but are taken directly to retained earnings.
Only dividends affect income when they correspond to a return on investment. They are recorded in “Net gains or losses
on financial instruments at fair value through other comprehensive income” (Note 4.4).

in millions of euros
Loans and receivables
Debt securities
Shares and other equity securities (1)
FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME
o/w impairment for expected credit losses (2)

– Equity instruments

12/31/2019

16

41

18,622

15,545

1,533

1,530

20,171

17,116

(1)

o/w gains and losses recognized directly in other comprehensive income (before tax) (3)
– Debt instruments

6/30/2020

(81)

(33)

5

29

(86)

(62)

(1)

Equities and other equity securities include strategic equity interests and certain long-term private equity securities. As these securities are not held for sale, their
classification as equity instruments designated at fair value through other comprehensive income is appropriate.
(2) Details are provided in Note 7.1.1.
(3) Including the portion attributable to non-controlling interests (-€7 million at June 30, 2020, compared with +€7 million at December 31, 2019).
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Equity instruments designated at fair value through other comprehensive income

Accounting principles
Equity instruments designated at fair value through other comprehensive income can include:
• investments in associates;
• shares and other equity securities.
On initial recognition, equity instruments designated at fair value through other comprehensive income are carried at fair
value plus any transaction costs.
On following accounting dates, changes in the fair value of the instrument are recognized in other comprehensive income
(OCI).
These changes in fair value that accrue to other comprehensive income will not be reclassified to profit or loss in
subsequent years (other comprehensive income not recyclable to profit or loss).
Only dividends are recorded in income when they fulfill the required conditions.

6/30/2020
Dividends
recognized over
the period

in millions of euros

1,505

TOTAL

1,533

5.3

Dividends
recognized over
the period

Derecognition over
the period

Equity Fair value
instruments
at the
Fair held at the end disposal
value
of the period
date

Investments in associates
Shares and other equity
securities

12/31/2019
Derecognition over
the period

Fair
value

Equity Fair value
instruments
at the
held at the end disposal
of the period
date

23

1,495

94

14

2

23

1,529

94

14

(7)

28

Total profit or
loss at the
disposal date

35

Total profit or
loss at the
disposal date

(9)

ASSETS AT AMORTIZED COST

Accounting principles
Assets at amortized cost are SPPI financial assets managed under a hold to collect business model. Most loans originated
by the Group are classified in this category. Information about credit risk is provided in Note 7.1.
Financial assets at amortized cost include loans and receivables due from banks and customers as well as securities at
amortized cost such as treasury bills and bonds.
Loans and receivables are initially recorded at fair value plus any costs and less any income directly related to the
arrangement of the loan or to the issue.
When loans are extended under conditions that are less favorable than market conditions, a discount corresponding to the
difference between the nominal value of the loan and the sum of future cash flows discounted at the market interest rate
is deducted from the nominal value of the loan. The market interest rate is the rate applied by the vast majority of local
financial institutions at a given time for instruments and counterparties with similar characteristics.
On subsequent balance sheet dates, these financial assets are measured at amortized cost using the effective interest
method.
The effective interest rate is the rate that exactly discounts estimated future cash flows (payments or receipts) to the
carrying amount of the loan at inception. This rate includes any discounts recorded in respect of loans granted at belowmarket rates, as well as any external transaction income or costs directly related to the implementation of the loans, which
are treated as an adjustment to the effective yield on the loan. No internal cost is included in the calculation of amortized
cost.
Loan renegotiations and restructuring
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When contracts are modified, IFRS 9 requires the identification of financial assets that are renegotiated, restructured or
otherwise modified (whether or not as a result of financial hardship), but not subsequently derecognized. Any profit or loss
arising from the modification of a contract is recognized in income. The gross carrying amount of the financial asset must
be recalculated so it is equal to the present value of the renegotiated or amended contractual cash flows at the initial
effective interest rate. The materiality of the modifications is, however, analyzed on a case by case basis.
The treatment of loans restructured due to financial hardship is similar under IFRS 9 as under IAS 39: a discount is applied
to loans restructured following a credit loss event (impaired, Stage 3) to reflect the difference between the present value
of the contractual cash flows expected at inception and the present value of expected principal and interest repayments
after restructuring. The discount rate used is the original effective interest rate. This discount is expensed to “Cost of credit
risk” in the income statement and offset against the corresponding item on the balance sheet. It is written back to net
interest income in the income statement over the life of the loan using an actuarial method. If the discount is immaterial,
the effective interest rate on the restructured loan is adjusted and no discount is recognized.
The restructured loan is reclassified as performing (not impaired, Stage 1 or Stage 2) when no uncertainty remains as to
the borrower’s capacity to honor the commitment.
For substantially restructured loans (for example, the conversion of all or part of a loan into an equity instrument), the new
instruments are booked at fair value. The difference between the carrying amount of the derecognized loan (or portion of
the loan) and the fair value of the assets received in exchange is taken to income under “Cost of credit risk”. Any impairment
previously recorded on the loan is adjusted and fully reversed if the loan is fully converted into a new asset.
The moratoria granted to business customers in response to temporary cash flow difficulties arising from the Covid-19
crisis modified these loans’ repayment schedules without substantially modifying their features. These loans were therefore
amended without being derecognized. In addition, the granting of the moratorium is not in itself an indication of financial
distress for the companies in question (see Note 1.5).
Fees and commissions

Costs directly attributable to the arrangement of loans are external costs which consist primarily of commissions paid to
third parties such as business provider fees.
Income directly attributable to the issuance of new loans principally comprises set-up fees charged to customers, rebilled
costs and commitment fees (if it is more probable than improbable that the loan will be drawn down). Commitment fees
received that will not result in any drawdowns are apportioned on a straight-line basis over the life of the commitment.
Expenses and income arising on loans with a term of less than one year at inception are deferred on a pro rata basis with
no recalculation of the effective interest rate. For floating or adjustable rate loans, the effective interest rate is adjusted at
each rate refixing date.
Date of recognition

Securities are recorded in the balance sheet on the settlement-delivery date.
Temporary sales of securities are also recorded on the settlement/delivery date.
The first-in, first-out (FIFO) method is applied to any partial disposals of securities, except in special cases.
For repurchase transactions, a loan commitment given is recorded between the transaction date and the settlementdelivery date.

5.3.1

Securities at amortized cost

in millions of euros

6/30/2020

12/31/2019

Treasury bills and equivalent

4,625

4,365

Bonds and other debt securities

9,927

10,862

Impairment for expected credit losses
TOTAL SECURITIES AT AMORTIZED COST

(174)

(182)

14,378

15,045

The fair value of securities at amortized cost is presented in Note 9.
The classification of outstanding loans and impairment for credit losses by impairment Stage is detailed in Note 7.1.
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5.3.2

Loans and receivables due from banks and similar at amortized cost

in millions of euros

6/30/2020

12/31/2019

Current accounts with overdrafts

4,873

6,185

Repurchase agreements

1,640

2,008

142,369

116,599

Accounts and loans (1)
Other loans or receivables due from banks and similar
Security deposits paid

640

631

4,341

4,002

(43)

(52)

153,821

129,373

Impairment for expected credit losses
TOTAL LOANS AND RECEIVABLES DUE FROM BANKS
(1)

Livret A, LDD and LEP savings accounts centralized with Caisse des Dépôts et Consignations and recorded under “Accounts and loans” amounted to €237 million at June
30, 2020 versus €239 million at December 31, 2019.

Amounts receivable on transactions with the network amounted to €148,029 million at June 30, 2020 (€116,380 million at
December 31, 2019).
The fair value of loans and receivables due from banks and similar is presented in Note 9.
The classification of outstanding loans and impairment for credit losses by impairment Stage is detailed in Note 7.1.

5.3.3

Loans and receivables due from customers at amortized cost

in millions of euros

6/30/2020

Current accounts with overdrafts

12/31/2019

3,268

3,630

Other facilities granted to customers

171,522

168,350

Loans to financial sector customers

10,401

9,738

Short-term credit facilities (1)

42,119

37,742

Equipment loans

25,275

25,034

Home loans

52,225

54,884

Export loans

2,698

3,523

Repurchase agreements

6,802

5,953

13,587

12,902

Finance leases
Subordinated loans
Other loans
Other loans or receivables due from customers

116

108

18,299

18,466

4,503

8,476

Security deposits paid
Gross loans and receivables due from customers
Impairment for expected credit losses
TOTAL LOANS AND RECEIVABLES DUE FROM CUSTOMERS
(1)

156

165

179,449

180,620

(3,697)

(3,343)

175,752

177,277

State-guaranteed loans are included in short-term credit facilities and totaled €2 billion at June 30, 2020 (see Note 1.5).

The fair value of loans and receivables due from customers is presented in Note 9.
The classification of outstanding loans and impairment for credit losses by impairment Stage is detailed in Note 7.1.
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5.4

ACCRUED INCOME AND OTHER ASSETS

in millions of euros

6/30/2020

12/31/2019

Collection accounts

317

482

Prepaid expenses

398

336

Accrued income

417

293

Other accruals

1,896

1,667

Accrued income and prepaid expenses

3,028

2,778

Settlement accounts in debit on securities transactions

34

132

Other obligors

13,417

13,966

Other assets

13,451

14,098

TOTAL ACCRUED INCOME AND OTHER ASSETS

16,479

16,876

5.5

NON-CURRENT ASSETS HELD FOR SALE AND ASSOCIATED LIABILITIES

Accounting principles
Where a decision is made to sell non-current assets and it is highly probable that the sale will occur within 12 months,
these assets are shown separately on the balance sheet on the “Non-current assets held for sale” line. Any liabilities
associated with these assets are also shown separately on the balance sheet on the “Liabilities associated with non-current
assets held for sale” line.
Once classified in this category, non-current assets are no longer depreciated/amortized and are measured at the lowest
of their carrying amount or fair value less sales costs. Financial instruments continue to be measured in accordance with
IFRS 9.
A non-current asset (or group of assets) is held for sale when its carrying amount is recovered by its sale. The asset (or
group of assets) must be immediately available for sale and it must be highly likely that the sale will be completed within
the next twelve months.
At December 31, 2019, “Non-current assets held for sale” and “Liabilities associated with non-current assets held for sale”
included the assets and liabilities of Banque Tuniso-Koweitienne, which are in the process of being sold.
At June 30, 2020, the assets and liabilities of Banque Tuniso-Koweitienne were maintained in the lines “Non-current assets
held for sale” and “Liabilities associated with non-current assets held for sale”.
Fidor group’s assets and liabilities are also classified under IFRS 5 further to the disposal described in paragraph 1.3.
Lastly, under the agreement announced on February 25, 2020 regarding the disposal by Natixis of 29.5% of Coface’s
share capital (described in paragraph 1.3), this share of Coface’s capital, under sale to Arch Capital Group, is recorded in
“Non-current assets held for sale”.
Figures relating to the entities held for sale are shown below:
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in millions of euros

6/30/2020

12/31/2019

1,029

15

Financial assets at fair value through other comprehensive income

58

47

Loans and receivables due from banks and similar at amortized cost

58

72

308

403

Cash and amounts due from central banks

Loans and receivables due from customers at amortized cost
Current tax assets

1

1

Deferred tax assets

11

10

32

10

Accrued income and other assets
Investments in associates

480

Investment property
Property, plant and equipment
Intangible assets
NON-CURRENT ASSETS HELD FOR SALE
Debt securities

17

12

6

6

26

2

2,027

578

74

29

Amounts due to banks and similar
Amounts due to customers
Deferred tax liabilities
Accrued expenses and other liabilities
Provisions
Subordinated debt

79
1,315
15
64
69
8

161
282
12
28
12
4

LIABILITIES ASSOCIATED WITH NON-CURRENT ASSETS HELD FOR SALE

1,624

528

5.6

DEBT SECURITIES

Accounting principles
Issues of debt securities not classified as financial liabilities at fair value through profit or loss or through other
comprehensive income are initially recognized at fair value less any transaction costs. They are subsequently measured
at amortized cost at each balance sheet date using the effective interest method.
These instruments are recognized on the balance sheet under “Amounts due to banks”, “Amounts due to customers” or
“Debt securities”.
Debt securities are classified based on the nature of the underlying, with the exception of subordinated notes presented
under “Subordinated debt”.
Securities are recorded in the balance sheet on the settlement-delivery date.
The first-in, first-out (FIFO) method is applied to any partial disposals of securities, except in special cases.
Liabilities eligible for the numerator in the TLAC (Total Loss Absorbing Capacity) calculation are described in French law
and are commonly referred to as “senior non-preferred debt”. These liabilities rank between own funds and other senior
preferred debt.

in millions of euros
Bonds
Interbank market instruments and negotiable debt securities
Other debt securities that are neither preferred nor subordinated
Senior non-preferred debt
Total
Accrued interest
TOTAL DEBT SECURITIES

6/30/2020
130,321
70,440

12/31/2019
122,808
79,683

1,161
19,850
221,771
1,373
223,144

2,266
18,297
223,055
1,557
224,611

The fair value of debt securities is presented in Note 9.
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5.7

AMOUNTS DUE TO BANKS AND SIMILAR, AND CUSTOMERS

Accounting principles
These liabilities, which are not classified as financial liabilities at fair value through profit or loss, are carried at amortized
cost under “Amounts due to banks” or “Amounts due to customers”.
Issues of debt securities (which are not classified as financial liabilities at fair value through profit or loss or through other
comprehensive income) are initially recognized at fair value less any transaction costs. They are subsequently measured
at amortized cost at each balance sheet date using the effective interest method.
These instruments are recognized on the balance sheet under “Amounts due to banks”, “Amounts due to customers” or
“Debt securities” (see Note 5.7).
Temporary sales of securities are recorded on the settlement/delivery date.
For repurchase transactions, a loan commitment received is recorded between the transaction date and the settlementdelivery date when such transactions are recorded as “Liabilities”.

5.7.1

Amounts due to banks and similar

in millions of euros
Demand deposits
Repurchase agreements
Accrued interest
Amounts due to banks and similar – repayable on demand
Term deposits and loans
Repurchase agreements
Accrued interest
Amounts due to banks and similar – repayable at agreed maturity dates
Guarantee deposits received
TOTAL AMOUNTS DUE TO BANKS AND SIMILAR

6/30/2020
48,043
2,352
(9)
50,386
149,585
5,958
137
155,680
876
206,943

12/31/2019
30,187
2,446
1
32,634
75,051
4,572
(65)
79,558
881
113,073

The fair value of amounts due to banks and similar is presented in Note 9.
Liabilities on transactions with the network amounted to €95,235 million at June 30, 2020 (€51,174 million at December
31, 2019).

5.7.2

Amounts due to customers

in millions of euros
Current accounts
Livret A savings accounts
Regulated home savings products
Other regulated savings accounts
Regulated savings accounts
Demand deposits and loans
Term accounts and loans
Accrued interest
Other customer accounts
Repurchase agreements
Other amounts due to customers
Guarantee deposits received
TOTAL AMOUNTS DUE TO CUSTOMERS

6/30/2020
30,863
193
205
1,186
1,588
5,059
9,965
19
15,043
5,476
1,861
9

12/31/2019
25,029
185
207
1,147
1,539
5,461
11,883
24
17,368
5,029
1,180
10

54,840

50,156

The fair value of amounts due to customers is presented in Note 9.
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5.8

ACCRUED EXPENSES AND OTHER LIABILITIES

in millions of euros
Collection accounts
Prepaid income

6/30/2020

12/31/2019

1,113

972

361

364

Accounts payable

1,365

1,251

Other accruals

3,368

3,449

Accrued expenses and other liabilities

6,207

6,036

Settlement accounts in credit on securities transactions
Other accounts payable

58

67

12,858

13,887

Lease liabilities

1,180

1,353

Other liabilities

14,096

15,307

TOTAL ACCRUED EXPENSES AND OTHER LIABILITIES

20,303

21,343

5.9

PROVISIONS

Accounting principles
Provisions other than those relating to employee benefit commitments and similar, regulated home savings products, offbalance sheet commitments, and insurance policies mainly consist of provisions for restructuring, claims and litigation,
fines and penalties, and tax risks (excluding income tax).
Provisions are liabilities for which the timing or amount is uncertain, but can be reliably estimated. They correspond to
current obligations (legal or implicit), resulting from a past event, and for which an outflow of funds will probably be
necessary to settle them.
The amount recognized in provisions is the best estimate of the expense required to extinguish the present commitment
at the balance sheet date.
Provisions are discounted when the impact of discounting is material.
Changes in provisions are recognized in the income statement on the lines corresponding to the nature of the future
expenditure.
Provisions on regulated home savings products

Regulated home savings accounts (Comptes d’Epargne Logement – CEL) and regulated home savings plans (Plans
d’Epargne Logement – PEL) are retail products marketed in France governed by the 1965 law on home savings plans and
accounts, and subsequent implementing decrees.
Regulated home savings products generate two types of commitments for the Group:
• a commitment to provide a loan to the customer in the future at a rate set on inception of the contract (for PEL products)
or at a rate contingent upon the savings phase (for CEL products);
• a commitment to pay interest on the savings in the future at a rate set on inception of the contract for an indefinite period
(for PEL products) or at a rate set on a half-yearly basis according to an indexing formula regulated by law (for CEL
products).
Commitments with potentially unfavorable consequences for the Group are measured for each generation of regulated
home savings plans and for all regulated home savings accounts.
A provision is recognized for the associated risks by discounting future potential earnings from at-risk outstandings:
• at-risk saving deposit outstandings correspond to the uncertain future level of savings for plans in existence at the date
the provision is calculated. This is estimated on a statistical basis for each future period taking account of historical
investor behavior patterns, and corresponds to the difference between the probable outstandings and the minimum
expected outstandings;
• at-risk loans correspond to the loan outstandings granted but not yet due at the calculation date plus statistically probable
loan outstandings based on historical customer behavior patterns as well as earned and future rights relating to regulated
home savings accounts and plans.
The commitments are estimated using the Monte Carlo method in order to reflect the uncertainty of future interest rate
trends and their impact on customer behavior models and at-risk outstandings. On this basis, a provision is recorded for a
given generation of contracts in the event of a situation liable to be detrimental for the Group, with no netting between
generations.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 223

The provision is recognized under liabilities in the balance sheet and changes are recorded in net interest income and
expenses.

in millions of euros
Provisions for employee benefit commitments (2)

12/31/2019
775

Increase
49

Use
(74)

Reversals
unused
(19)

Other changes (1)
(113)

6/30/2020
618

Provisions for restructuring costs

235

4

(69)

(2)

(10)

157

Legal and tax risks (3)

906

15

(5)

(8)

(6)

901

Loan and guarantee commitments (4)

230

146

6

(125)

1

258

511

181

(7)

(19)

(190)

477

2,659

396

(149)

(173)

(319)

2,414

Provisions for regulated home savings products
Other operating provisions
TOTAL PROVISIONS

2

2

(1)

Other changes include revaluation differences for post-employment defined-benefit plans (€36 million before tax), a change in consolidation scope (€67 million) and
foreign exchange rate adjustments (€2 million).
(2) Including €555 million for post-employment defined-benefit plans and other long-term employee benefits.
(3) Provisions for legal and tax risks include €549 million for the net exposure to the Madoff fraud.
(4) Provisions for credit losses on loan and guarantee commitments given are detailed in Note 7.1.3.

5.10

SUBORDINATED DEBT

Accounting principles
Subordinated debt differs from other debt and bonds in that it will be repaid only after all the senior and unsecured creditors,
but before the repayment of participating loans and securities and deeply subordinated notes.
Subordinated debt which the issuer is obliged to repay is classified as debt and initially recognized at fair value less any
transaction costs. It is subsequently measured at amortized cost at each balance sheet date using the effective interest
method.

in millions of euros
Subordinated debt designated at fair value through profit or loss
SUBORDINATED DEBT AT FAIR VALUE THROUGH PROFIT OR LOSS
Term subordinated debt
Perpetual subordinated debt
Subordinated debt and similar
Accrued interest
Revaluation of the hedged component
SUBORDINATED DEBT AT AMORTIZED COST
TOTAL SUBORDINATED DEBT (1)

6/30/2020
100
100
15,257
287
15,544
421
1,282
17,247

12/31/2019
100
100
15,864
287
16,151
396
799
17,346

17,347

17,446

(1)

Including €289 million for the insurance entities at June 30, 2020, versus €672 million at December 31, 2019. Coface contributed -€389 million at December 31, 2019.
(see Note 1.3).

The fair value of subordinated debt is presented in Note 9.
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Changes in subordinated debt and similar during the year
Redemption
in millions of euros

12/31/2019 Issuance (1)

Subordinated debt designated at fair value through
profit or loss

(2)

Change in
consolidation Other changes
(3)
scope (5)

100

6/30/2020
100

SUBORDINATED DEBT AT FAIR VALUE
THROUGH PROFIT OR LOSS
Term subordinated debt
Perpetual subordinated debt

100
15,864
287

(170)

(393)

(44)

100
15,257
287

SUBORDINATED DEBT AT AMORTIZED COST (4)

16,151

(170)

(393)

(44)

15,544

SUBORDINATED DEBT AND SIMILAR

16,251

(170)

(393)

(44)

15,644

(1)

No redeemable subordinated notes were issued in the first half of 2020.
of subordinated loans and notes were due to the maturing of such borrowings.
(3) Other changes mainly included the revaluation of debts subject to hedging, foreign exchange fluctuations and variations in intra-group securities held by Natixis Funding
for the purposes of market-making on Natixis’ debt on the secondary market.
(4) Excluding accrued interest and revaluation of the hedged component.
(5) Relates to Coface, which is now accounted for by the equity method (see Note 5.5).
(2) Redemptions

Deeply subordinated notes qualifying as equity instruments are presented in Note 5.11.

5.11

ORDINARY SHARES AND EQUITY INSTRUMENTS ISSUED

Accounting principles
Financial instruments issued by the Group qualify as debt or equity instruments depending on whether or not the issuer
has a contractual obligation to deliver cash or another financial asset to the holder of the instrument, or to exchange the
instrument under conditions that are potentially unfavorable to the Group. This obligation must arise from specific
contractual terms and conditions, not merely economic constraints.
In addition, when an instrument qualifies as equity:
• its remuneration impacts equity. However, in accordance with the amendment to IAS 12 of December 2017, which
applies from January 1, 2019, the tax consequences of dividend payments can be recognized in retained earnings, gains
and losses recognized directly in other comprehensive income, or in income, depending on the source of the amounts
paid. Accordingly, when the payment corresponds to the notion of a dividend within the meaning of IFRS 9, the tax
consequence is taken to income. This rule applies to interest on perpetual deeply subordinated notes, which is treated
as a dividend for accounting purposes;
• it cannot be an underlying instrument eligible for hedge accounting;
• if the issue is in a foreign currency, the instrument is fixed at its historical value resulting from its conversion to euros at
its initial date of transfer to equity.
Finally, when these instruments are issued by a subsidiary, they are included in “Non-controlling interests”. When their
remuneration is of a cumulative nature, it is charged to “Income attributable to equity holders of the parent” and increases
the income of “Non-controlling interests”. However, when their remuneration is not of a cumulative nature, it is drawn from
retained earnings attributable to equity holders of the parent.
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Nominal
(in millions of euros

Issuing
entity
BPCE

Date of issuance Currency
November 30, 2018

EUR

(1))

Amount (in
original
currency)

Call date

Interest step-up
date (2)

Rate

6/30/2020

12/31/2019

700 million

September 30, 2023

September 30, 2023

5.35%

700

700

700

700

TOTAL
(1)

Nominal amount translated into euros at the exchange rate in force at the date of classification as equity.
(2) Interest step-up date or date of transition from fixed to variable rate.

Issues of perpetual deeply subordinated notes are recognized in equity due to the discretionary nature of their
remuneration.
5.12

NON-CONTROLLING INTERESTS

5.12.1 Material non-controlling interests
At June 30, 2020, material non-controlling interests with regard to the Group’s shareholders’ equity mainly comprise the
share of non-controlling interests in Natixis group, non-controlling interests within Natixis group (including H20) and the
share of non-controlling interests in Oney Bank.

5.12.2 Transactions modifying the share of non-controlling interests in retained earnings
H1 2020

in millions of euros
Put options on non-controlling interests
Acquisitions
Revaluations and others
Change in ownership interests with no change of control
Loss of control of Coface (1) (2)
Disposal of Natixis’ former SFS business line entities to BPCE SA
Other
TOTAL IMPACT OF ACQUISITIONS AND DISPOSALS ON NON-CONTROLLING
INTERESTS

H1 2019

Attributable
Attributable to Attributable to
to equity
equity holders of non-controlling holders of the
the parent
interests
parent

Attributable
to noncontrolling
interests

(9)
(11)
(19)

(4)
(5)
(50)

(248)
(18)

241
(21)

(305)

161

27
174
(53)
15
163

11
(165)
(1,196)
8
(1,342)

(1) Non-controlling

interests principally include the impact of the loss of control of Coface, for -€1,174 million.
(2) Equity includes the impact of the recycling to income of unrealized reserves on available-for-sale assets (-€55 million attributable to equity holders of the parent
and -€23 million attributable to non-controlling interests) and foreign exchange rate adjustments (+€2 million attributable to equity holders of the parent and +€1 million
attributable to non-controlling interests) due to the loss of control of Coface.

5.13

OFFSETTING OF FINANCIAL ASSETS AND FINANCIAL LIABILITIES

Accounting principles
Financial assets and liabilities were offset on the balance sheet in accordance with IAS 32. Under this standard, a financial
asset and financial liability are offset and a net balance is recorded in the balance sheet if and only if:
• the Group has the legally enforceable right to offset the recorded amounts; and
• it has the intention either to settle the net amount or to simultaneously realize the asset and settle the liability.
Within BPCE SA group, most offset amounts are the result of repurchase agreements and derivatives transactions largely
carried out by Natixis with clearing houses, which meet the requirements of IAS 32:
• for OTC derivatives, this involves the effects of the currency offset between asset valuations and liability valuations of
the derivatives;
• for asset switch transactions that have similar nominal amounts and identical maturities and currencies, the Group
presents them as a single financial asset or liability;
• for listed derivatives, the positions recorded under the respective asset and liability items for:
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− index options and futures options are offset by maturity and by currency,
− equity options are offset by ISIN code and maturity date;
• for repurchase agreements, the amount recorded in the balance sheet corresponds to the net value of repurchase and
reverse repurchase agreements that:
− are entered into with the same clearing house,
− have the same maturity date,
− have the same depositary (unless the depositary uses the T2S platform),
− are denominated in the same currency,
− represent asset switch transactions that have similar nominal amounts and identical maturities and currencies, the
Group presents these as a single financial asset or liability.
At June 30, 2020, over-the-counter derivatives traded by Natixis with the clearing houses LCH Clearnet Ltd, Eurex Clearing
AG and CME Clearing are not subject to netting within the meaning of IAS 32, but are settled daily (application of the Settle
to Market principle as provided for by these three clearing houses, which treats margin calls as daily settlement for
derivatives instead of collateral).
Financial assets and liabilities under netting agreements may only be offset if they meet the restrictive netting criteria set
by IAS 32.
Offsetting may not be performed for derivatives or OTC repurchase agreements subject to master agreements that do not
meet the net settlement criteria or where the realization of a simultaneous settlement of the asset and liability cannot be
demonstrated or for which the offsetting right can only be exercised in the event of default, insolvency or bankruptcy by
one of the parties to the agreement. However, the impact of such agreements in terms of reducing the exposure is
presented in the second table.
For these instruments, the “Related financial assets and financial instruments received as collateral” and “Related financial
liabilities and financial instruments pledged as collateral” columns include in particular:
• for repurchase agreements:
− loans or borrowings resulting from reverse repurchase agreements with the same counterparty, and securities
pledged or received as collateral (for the fair value of said securities),
− margin calls in the form of securities (for the fair value of said securities);
• for derivatives, the fair values of reverse transactions with the same counterparty, as well as margin calls in the form of
securities.
Margin calls received or paid in cash are shown in “Margin calls received (cash collateral)” and “Margin calls paid (cash
collateral)”.

5.13.1 Financial assets
Impact of offsetting on financial assets under netting agreements in the balance sheet
6/30/2020

in millions of euros
Derivatives (trading and hedging)
Repurchase agreements
Financial assets at fair value
Repurchase agreements
(portfolio of loans and receivables)
TOTAL

Gross
amount of
financial
assets (1)
71,707
83,371
155,078
13,446
168,524

Net amount
Gross amount
of financial
of financial
assets
liabilities recognized in
offset in the the balance
balance sheet
sheet
5,373
66,334
17,507
65,864
22,880
132,198
5,004
27,884

8,443
140,640

Gross
amount of
financial
assets
90,909
103,612
194,521
9,061
203,582

12/31/2019
Gross
amount of Net amount
financial
of financial
liabilities
assets
offset in the recognized in
balance the balance
sheet
sheet
31,354
59,555
20,610
83,002
51,964
142,557
1,100
53,064

7,961
150,518

(1) Includes the gross amount of financial assets subject to netting or an enforceable master netting agreement or similar and financial assets not subject to any agreement.
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Impact of netting agreements on financial assets not recognized in the financial statements
6/30/2020

in millions of euros

Net amount
Related
of financial
financial
assets liabilities and
recognized
financial
in the instruments
balance
received as
sheet
collateral (1)

Derivatives (trading and
hedging)
Repurchase agreements
TOTAL
(1)

12/31/2019

Margin
calls
received
(cash
collateral)

Net
exposure

Net amount
Related
of financial
financial
assets liabilities and
recognized
financial Margin calls
in the instruments
received
balance
received as
(cash
sheet
collateral
collateral)

Net
exposure

66,334
74,306

40,711
69,033

11,013
14

14,610
5,259

59,555
90,963

39,121
87,239

9,271
93

11,163
3,631

140,640

109,744

11,028

19,868

150,519

126,360

9,364

14,794

Including collateral received in the form of securities.

The net exposure does not reflect the accounting position, because it takes into account the reduced exposure arising from
agreements that do not meet the restrictive netting criteria set by IAS 32.

5.13.2 Financial liabilities
Impact of offsetting on financial liabilities under netting agreements in the balance sheet
6/30/2020

Gross
amount of
financial
liabilities (1)
72,688
99,367
172,054
18,796
190,851

in millions of euros
Derivatives (trading and hedging)
Repurchase agreements
Financial liabilities at fair value
Repurchase agreements
(liabilities
portfolio)
TOTAL

(1)

Gross amount
of financial
assets offset
in the balance
sheet
5,369
17,507
22,876
5,004
27,880

12/31/2019
Net amount
of financial
liabilities
recognized in
the balance
sheet
67,319
81,860
149,178
13,792
162,971

Gross
amount of
financial
liabilities
91,992
116,158
208,150
13,146
221,296

Net amount
Gross amount
of financial
of financial
liabilities
assets offset in recognized in
the balance
the balance
sheet
sheet
31,354
60,638
20,610
95,548
51,964
156,186
1,100
12,046
53,064
168,232

Includes the gross amount of financial assets offset or covered by a master netting or similar arrangement and financial assets not subject to any agreement.

Impact of netting agreements on financial liabilities not recognized in the financial statements

in millions of euros
Derivatives (trading and
hedging)
Repurchase agreements
TOTAL
(1)

Net amount
of financial
liabilities
recognized
in the
balance
sheet
67,319
95,652
162,971

6/30/2020
Related
financial
assets and
financial
Margin
instruments calls paid
pledged as
(cash
collateral (1) collateral)
42,364
90,163
132,528

17,197
17,197

Net amount
of financial
liabilities
recognized
in the
Net
balance
exposure
sheet
7,758
5,489
13,246

60,638
107,594
168,232

12/31/2019
Related
financial
assets and
financial
Margin
instruments
calls paid
pledged as
(cash
collateral
collateral)
39,625
101,969
141,594

11,319
8
11,327

Net
exposure
9,694
5,617
15,311

Including collateral received in the form of securities.

The net exposure does not reflect the accounting position, because it takes into account the reduced exposure arising from
agreements that do not meet the restrictive netting criteria set by IAS 32.
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Note 6

Commitments

Accounting principles
Commitments are materialized by the existence of a contractual obligation and are binding.
It must not be possible for commitments included in this item to be deemed financial instruments falling within the scope
of IFRS 9 for classification and measurement purposes. However, loan commitments and guarantees given are covered
by IFRS 9 provisioning rules, as set out in Note 7.
The effects of the rights and obligations covered by such commitments must be subject to the occurrence of conditions or
subsequent transactions. Commitments are broken down into:
• loan commitments (confirmed credit facilities or refinancing agreements);
• guarantee commitments (off-balance sheet commitments or assets received as collateral).
The amounts shown correspond to the nominal value of commitments given.
6.1

LOAN COMMITMENTS

in millions of euros

6/30/2020

12/31/2019

Loan commitments given to:
- banks
- customers
Credit facilities granted
Other commitments
TOTAL LOAN COMMITMENTS GIVEN

653

1,005

77,615

76,191

68,776

67,329

8,838

8,862

78,267

77,196

26,839

52,318

Loan commitments received from:
- banks
- customers
TOTAL LOAN COMMITMENTS RECEIVED

6.2

13

117

26,852

52,436

6/30/2020

12/31/2019

GUARANTEE COMMITMENTS

in millions of euros
Guarantee commitments given to:
- banks

7,861

6,629

- customers (1)

20,423

22,635

TOTAL GUARANTEE COMMITMENTS GIVEN

28,284

29,264

- banks

21,216

21,738

- customers

91,194

91,066

112,411

112,804

Guarantee commitments received from:

TOTAL GUARANTEE COMMITMENTS RECEIVED
(1)

Guarantees given by CEGC in connection with its activity are treated as insurance policies for accounting purposes, in accordance with IFRS 4 “Insurance contracts”. They
are recorded on the liabilities side of the balance sheet and are not included in guarantees given to customers shown in the table above.

Guarantee commitments are off-balance sheet commitments.

GUARANTEES ISSUED TO UCITS BY NATIXIS
Natixis guarantees the capital and/or returns on units in certain UCITS. The guarantees are only enforced if, on the maturity
date, the net asset value of each unit is below the guaranteed net asset value. Special research was conducted, resulting
in the accounting recognition of these guarantees as derivatives subject to measurement at fair value in accordance with
the provisions of IFRS 13 from the 2019 financial year.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 229

Note 7

Exposure to risks

The risk exposures reported below include credit risk, market risk, overall interest rate risk, foreign exchange risk and
liquidity risk.
The information on risk management required by IFRS 7 and presented in the risk management report (Chapter 3 of the
registration document) only pertains to Groupe BPCE.

7.1

CREDIT RISK AND COUNTERPARTY RISK

Key points
Credit risk is the risk that one party to a financial transaction fails to fulfill his obligations, causing the other party to incur a
financial loss.

Certain disclosures relating to risk management required by IFRS 7 are also provided in the risk management report. They
include:
• the breakdown of gross exposure by category and approach (separation of credit and counterparty risk);
• the breakdown of gross exposure by geographic region;
• concentration of credit risk by borrower; and
• the breakdown of exposure by credit rating.
This information forms an integral part of the financial statements certified by the Statutory Auditors.

7.1.1

Cost of credit risk

Accounting principles
Cost of risk applies to debt instruments classified as financial assets at amortized cost or at fair value through other
comprehensive income recyclable to profit or loss, as well as to loan commitments and financial guarantees given that are
not recognized at fair value through profit or loss. It also applies to receivables relating to leasing contracts, business loans
and contract assets.
This item therefore covers net impairment and provision charges for credit risk.
Credit losses related to other types of instruments (derivatives or securities designated at fair value through profit or loss)
recorded as a result of counterparty default are also included under this item.
Irrecoverable loans not covered by provisions for impairment are loans that are permanently lost before being provisioned
in Stage 3.
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Cost of credit risk for the period
in millions of euros
Net charge to provisions and provisions for impairment

H1 2020

H1 2019

(657)

(188)

Recoveries of bad debts written off
Irrecoverable loans not covered by provisions for impairment
TOTAL COST OF CREDIT RISK

19

12

(18)

(34)

(656)

(210)

H1 2020

H1 2019

Cost of credit risk for the period by type of asset
in millions of euros
Interbank transactions

(29)

(8)

Customer transactions

(626)

(184)

Other financial assets
TOTAL COST OF CREDIT RISK

(1)

(18)

(656)

(210)

This item also includes impairment charges recognized when there is a known risk of counterparty default on financial
instruments traded over-the-counter and recorded as financial assets at fair value through profit or loss, for €22 million in
the first half of 2020.

7.1.2

Change in gross carrying amounts and expected credit losses on financial assets
and commitments

Accounting principles
General principles

Expected credit losses are represented by impairments of assets classified at amortized cost and at fair value through
other comprehensive income, and by provisions for loan and guarantee commitments.
The financial instruments concerned (see Note 7.1.1) are impaired or covered by a provision for expected credit losses
(ECL) as of the date of initial recognition.
When the financial instruments do not individually show objective evidence of loss, impairment or provisions for expected
credit losses are measured based on past losses and reasonable and justifiable discounted future cash flow forecasts.
Financial instruments are divided into three categories (Stages) depending on the increase in credit risk observed since
initial recognition. A specific credit risk measurement method applies to each category of instrument:
Stage 1 (S1)
• these are performing loans for which credit risk has not increased materially since the initial recognition of the financial
instrument;
• the impairment or the provision for credit risk corresponds to 12-month expected credit losses; and
• interest income is recognized in income using the effective interest method applied to the gross carrying amount of the
instrument before impairment.
Stage 2 (S2)
• performing loans for which credit risk has increased materially since the initial recognition of the financial instrument are
transferred to this category;
• the impairment or the provision for credit risk is determined on the basis of the financial instrument’s lifetime expected
credit losses; and
• interest income is recognized in income, as for Stage 1 assets, using the effective interest method applied to the gross
carrying amount of the instrument before impairment.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 231

Stage 3 (S3)
• these are loans for which there is objective evidence of impairment loss due to an event which represents a known credit
risk occurring after the initial recognition of the instrument in question. As was the case under IAS 39, this category covers
receivables for which a default event has been identified as defined in Article 178 of the EU Regulation of June 26, 2013
on prudential requirements for banks;
• the impairment or the provision for credit risk is calculated based on the financial instrument’s lifetime expected credit
losses on the basis of the recoverable amount of the receivable, i.e. the present value of estimated recoverable future
cash flows;
• interest income is recognized through profit or loss using the effective interest method applied to the net carrying amount
of the instrument after impairment; and
• Stage 3 also includes financial assets purchased or originated and impaired for credit risk on their initial recognition
because the entity does not expect to recover all the contractual cash flows (purchased or originated credit-impaired
(POCI) financial instruments). On initial recognition, the effective interest rate is adjusted based on estimated recoverable
cash flows. These recoverable cash flows are re-estimated at each reporting date. Any change results in the recognition
of an impairment charge or reversal in income and does not affect the effective interest rate. These assets may be
transferred to Stage 2 if their credit risk improves.
For operating or finance lease receivables (which fall within the scope of IFRS 16) the Group has elected not to make use
of the option of applying the simplified approach as set out in IFRS 9 §5.5.15.

Method for measuring the increase in credit risk and expected credit losses

The principles for measuring the increase in credit risk and expected credit losses applicable to most of the Group’s
exposures are described below. Only a few portfolios held by Group entities – representing a limited volume of
exposures – cannot be treated according to the methods described below and are subject to appropriate valuation
techniques.
A significant increase in credit risk is measured on an individual basis for each instrument by taking into account all
reasonable and justifiable information and by comparing the default risk on the financial instrument at the reporting date
with the default risk on the financial instrument at the date of initial recognition. A counterparty-based approach (applying
the contagion principle to all outstanding loans to the counterparty in question) is also possible, in particular with regard to
the watch list criterion. A recently-originated exposure to a counterparty on the watch list will not be subject to the contagion
principle and will remain classified as a Stage 1 exposure.
Assessment of increases in credit risk involves comparing the probability of default or ratings on the initial recognition date
with those applicable at the reporting date. The same principles as those used to classify an exposure in Stage 2 are
applied in case of a decline in the material deterioration in credit risk. If the deterioration is caused by restructuring due to
financial hardship (forbearance), the assessment of the material increase involves applying a probationary period of twelve
months.
The standard also includes a rebuttable presumption that credit risk has significantly increased since initial recognition if
contractual payments are more than 30 days past due.
In particular, the moratoria granted as a general measure to support businesses facing cash flow problems, and the
granting of state-guaranteed loans, do not in themselves constitute evidence of financial hardship calling into question the
counterparty’s capacity to honor its contractual agreements on maturity. As a result, the principles described above apply
in full depending on each counterparty’s specific situation.
In most cases, a measurement showing an increase in risk leads to the asset’s transfer to Stage 2 before it is individually
impaired (Stage 3).
Material increase in credit risk
Assessment of a material increase in credit risk is made at the level of each instrument, based on indicators and thresholds
that vary according to the type of exposure and counterparty.
More specifically, the change in credit risk is measured on the basis of the following criteria:
• for loans to Individual Customers, Professional Customers, SMEs, Public Sector entities and Social Housing entities,
measurement of the increase in credit risk relies on a combination of quantitative and qualitative criteria. The quantitative
criterion is based on the change in the probability of default over one year (mid-cycle average) from initial recognition.
Additional qualitative criteria are used to classify as Stage 2 all contracts with payments more than 30 days past due (the
presumption that amounts are past-due after 30 days is therefore not rebutted), rated at-risk or undergoing adjustments
due to financial hardship;
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• for loans to Large Corporates, Banks and Sovereigns, the quantitative criterion is based on changes in the credit rating
since initial recognition. The same qualitative criteria apply as for Individual Customers, Professional Customers and
SMEs, as well as contracts placed on the watch list, along with additional criteria based on the level of country risk; and
• for Specialized Financing, the criteria applied vary according to the characteristics of the exposures and the related
ratings system. Large exposures are treated in the same way as Large Corporates; other exposures are treated in
the same way as SMEs.
For all these loan books, the increase in risk is measured using the ratings produced by internal systems when they are
available, as well as external ratings, particularly when an internal rating is not available.
The standard provides that the credit risk of a financial instrument has not increased materially since its initial recognition
if this risk is considered to be low at the end of the fiscal year. This provision is applied to certain investment-grade debt
securities held by Corporate & Investment Banking that are managed as part of the liquidity reserve, as required by Basel
III regulations. Investment grade ratings are those equal to or above BBB- or its equivalent by Standard and Poor’s,
Moody’s or Fitch.
In accordance with IFRS 9, the recognition of guarantees and collateral does not influence the assessment of a material
increase in credit risk, which depends on changes in credit risk relating to the debtor without taking into account such
guarantees.
Measurement of expected credit losses
Expected credit losses are defined as being an estimate of credit losses (i.e. the present value of cash flow shortfalls)
weighted by the probability of occurrence of these losses over the expected lifetime of the financial instrument in question.
They are calculated individually for each exposure.
In practice, for Stage 1 and Stage 2 financial instruments, expected credit losses are calculated as the product of a number
of inputs:
• cash flows expected over the lifetime of the financial instrument, discounted at the valuation date – these flows are
determined according to the characteristics of the contract, its effective interest rate and, for home loans, the level of
prepayment expected on the contract;
• loss given default (LGD);
• the probability of default (PD) over the coming year for Stage 1 financial instruments and to maturity for Stage 2 financial
instruments.
The Group’s methodology draws on existing concepts and mechanisms to define these inputs, and in particular on internal
models developed to calculate regulatory capital requirements (Basel framework) and projection models used in the stress
test system. Certain adjustments are made to comply with the specifics of IFRS 9:
• IFRS 9 inputs aim to provide an accurate estimate of expected credit losses for accounting provision purposes, whereas
prudential inputs are more cautious for regulatory framework purposes. Several of the safety buffers applied to prudential
inputs are therefore restated;
• IFRS 9 inputs must allow expected credit losses to be estimated until the contract’s maturity, whereas prudential inputs
are defined to estimate 12-month expected losses. 12-month inputs are thus projected over long periods;
IFRS 9 parameters must be forward-looking and take into account the expected economic environment over the projection
period, whereas prudential parameters correspond to mid-cycle estimates (for PD) or bottom-of-the-cycle estimates (for
LGD and the cash flows expected over the lifetime of the financial instrument). Prudential PD and LGD inputs are therefore
also adjusted to reflect forecasts of future economic conditions.
Expected credit loss calculations take into account assets pledged as collateral and other credit enhancements that form
an integral part of the instrument’s contractual conditions and that the entity does not recognize separately. The estimate
of expected cash flow shortfalls on a financial instrument reflects the amount and schedule for enforcing collateral.
Recognition of forward-looking data
BPCE SA group uses forward-looking data to estimate any material increase in credit risk and to measure expected credit
losses.
The amount of expected credit losses is calculated using an average ECL by scenario, weighted by probability of
occurrence, taking into consideration past events, current circumstances and reasonable and justifiable forecasts of the
economic environment.
To determine a material increase in credit risk, as well as applying rules based on the comparison of risk parameters
between the initial recognition date and the reporting date, the calculation is supplemented by forward-looking information
such as sector or geographical macro-economic scenarios, which may increase the amount of expected credit losses on
certain exposures. Group entities therefore assess the exposures in question in terms of the local and sector characteristics
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of their portfolio. The few portfolios not covered by the methodologies described above (which are not material at the Group
level) may also be subject to assessments made on the basis of forward-looking information.
Reminder of the method for calculating expected credit losses
To measure expected credit losses, inputs are adjusted to economic conditions by defining three economic scenarios over
a three-year period:
• the core scenario, aligned with the scenario used for the budget process;
• a pessimistic scenario, corresponding to a deterioration in macro-economic variables in relation to the core scenario;
• an optimistic scenario, corresponding to an improvement in macro-economic variables in relation to the core scenario;
The variables defined in each of these scenarios allow for the distortion of the PD and LGD inputs and the calculation of
an expected credit loss for each economic scenario. Inputs for periods longer than three years are projected using the
mean reversion principle. The models used to distort the PD and LGD inputs are based on those developed for the stress
test system for consistency reasons. The economic scenarios are associated with probabilities of occurrence, making it
possible to calculate the average probable loss, which is used as the amount of the IFRS 9 expected credit loss.
Each scenario is weighted according to how close it is to the consensus forecast on the main variables in each scope
(BPCE is more focused on the economic environment in France while Natixis is relatively more affected by international
conditions). The projections are deployed, for each of the Group’s significant markets, using the main macro-economic
variables such as GDP, unemployment rate and 10-year yields on French sovereign debt.
These scenarios and their review are defined using the same organization and governance as those used for the budget
process, requiring an annual review based on proposals from the Economic Research department and approval by the
Executive Management Committee. The probability of occurrence of each scenario is reviewed on a quarterly basis by the
Group Watchlist and Provisions Committee. The inputs thus defined allow expected credit losses for all rated exposures
to be measured, regardless of whether they belong to a scope approved using an internal method or are processed using
the standardized method for the calculation of risk-weighted assets.
The IFRS 9 model validation process is fully aligned with the Group’s existing model validation process. Models are
reviewed by an independent unit responsible for internal validation and the unit’s conclusions are then examined by the
Group Models Committee. Subsequent recommendations are monitored up by the validation unit.
Adjustments to the calculation methodology in the exceptional economic situation in the second quarter of 2020

Following the Covid-19 outbreak, BPCE SA group was obliged to take exceptional temporary measures to estimate
expected credit losses as accurately as possible in the second quarter of 2020. Owing to the exceptional circumstances
and uncertainties prevailing at the end of the second quarter of 2020, BPCE SA group used various communications from
ESMA, the EBA, the ECB and the IASB as guidance when calculating expected credit losses in the context of the Covid19 crisis.
The macro-economic assumptions set out in the core scenario were amended to factor in the economic stimulus measures
applied in France and to take into account changes in the situation over the long term.
Method for measuring assets classified as Stage 3
Loans and receivables are considered as impaired and are classified as Stage 3 if the following two conditions are met:
• there is objective evidence of impairment on an individual or portfolio basis: there are “triggering events” or “loss events”
identifying counterparty risk occurring after the initial recognition of the loans in question. Objective evidence of
impairment includes any payments that are past due by at least three months, or regardless of whether any payment has
been missed, the observation of financial hardship experienced by the counterparty leading to the expectation that some
or all of the amounts owed may not be recovered or to the initiation of legal proceedings; and
• these events are liable to lead to the recognition of incurred credit losses, that is, expected credit losses for which the
probability of occurrence has become certain.
Debt instruments such as bonds or securitized transactions (ABS, CMBS, RMBS, cash CDOs) are considered impaired
and are classified as Stage 3 when there is a known counterparty risk.
The Group uses the same impairment indicators for Stage 3 debt securities as those used for individually assessing the
impairment risk on loans and receivables, irrespective of the portfolio to which the debt securities are ultimately designated.
For perpetual deeply subordinated notes that meet the definition of financial liabilities within the meaning of IAS 32,
particular attention is also paid if, under certain conditions, the issuer may be unable to pay the coupon or extend the issue
beyond the scheduled redemption date.
Impairment for expected credit losses on Stage 3 financial assets is determined as the difference between the amortized
cost and the recoverable amount of the receivable, i.e. the present value of estimated recoverable future cash flows,
whether these cash flows come from the counterparty’s activity or from the potential activation of guarantees. For shortterm assets (maturity of less than one year), there is no discounting of future cash flows. Impairment is determined globally,

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 234

without distinguishing between interest and principal. Expected credit losses arising from Stage 3 off-balance sheet
commitments are taken into account through provisions recognized on the liability side of the balance sheet. Specific
impairment is calculated for each receivable on the basis of the maturity schedules determined based on historic recoveries
for each category of receivable.
For the purposes of measuring expected credit losses, pledged assets and other credit enhancements that form an integral
part of the contractual conditions of the instrument and that the entity does not recognize separately are taken into account
in the estimate of expected cash flow shortfalls.
Recognition of impairment of assets classified at amortized cost and at fair value through other comprehensive income,
and of provisions for loan and guarantee commitments
For debt instruments recognized on the balance sheet in the financial assets at amortized cost category, impairment is
recorded against the line on which the asset was initially shown for its net amount (regardless of whether the asset is
classified S1, S2, or S3). Impairment charges and reversals are recognized in the income statement under “Cost of credit
risk”.
For debt instruments recognized as financial assets at fair value through other comprehensive income on the balance
sheet, impairment is carried on the liabilities side of the balance sheet at the level of other comprehensive income
recyclable to profit or loss, with a corresponding entry on the income statement under “Cost of credit risk” (regardless of
whether the asset is classified S1, S2, or S3).
For loan and financial guarantee commitments given, provisions are recorded on the liabilities side of the balance sheet
under “Provisions” (irrespective of whether the commitment given is classified S1, S2, or S3). Additions to/reversals from
provisions are recognized in the income statement under “Cost of credit risk”.
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7.1.3
7.1.3.1

Change in expected credit losses on financial assets and commitments
Change in impairment for credit losses on financial assets through other comprehensive income
Stage 1

Gross carrying
amount

in millions of euros
Balance at 12/31/2019

Stage 2

Impairment for
expected credit
losses

Gross carrying
amount

15,532

Origination and acquisitions

3,764

Derecognition (redemptions, disposals and debt forgiveness)

(1,278)

Transfers of financial assets

Impairment for
expected credit
losses

15,586

(1)
(46)

52

(52)

Transfers to S2

(6)

(1)

Gross carrying
amount

3,764

46

(1,279)

6

572

Balance at 6/30/2020

Impairment for
expected credit
losses

53

Transfers to S1

Other changes (1)

TOTAL

18,636

(2)

(1)

570

(1)

3

(1)

18,638

(1)

Including loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.

7.1.3.2

Change in impairment for credit losses on debt securities at amortized cost
Stage 1

Stage 2

in millions of euros

Gross Impairment for
carrying expected credit
amount
losses

Balance at 12/31/2019

14,251

Origination and acquisitions
Derecognition (redemptions,
disposals and debt
forgiveness)
Impairment (write-off)
Transfers of financial assets

(6)

420
(1,338)
///

///

Gross Impairment for
carrying expected credit
amount
losses

780

Purchased or originated
credit-impaired
(POCI) assets

Stage 3

(7)

Gross Impairment for
carrying expected credit
amount
losses

134

(115)

Gross Impairment for
carrying expected credit
amount
losses

63

(54)

TOTAL

Gross Impairment for
carrying expected credit
amount
losses

15,227

(182)

328

///

///

(138)

(4)

1

(1,479)

1

(8)

8

(8)

8

///

///

162

(162)

2

Transfers to S1

314

(314)

2

Transfers to S2

(152)

151

747

2
2
(1)

Transfers to S3
Other changes (1)
Balance at 6/30/2020
(1)

(227)
13,268

281
(6)

1,089

(4)

2

(1)

8

(3)

65

(3)

124

(107)

71

(57)

14,551

(174)

Including loan repayments, changes in credit risk parameters (including partial repayments), and exchange rate fluctuations.
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7.1.3.3

Change in impairment for credit losses on loans and receivables due from banks at amortized cost
Stage 1

Stage 2

Gross Impairment for
carrying expected credit
amount
losses

in millions of euros
Balance at 12/31/2019

Stage 3

Gross Impairment for
carrying expected credit
amount
losses

TOTAL

Gross Impairment for
carrying expected credit
amount
losses

129,925

(1)

(548)

49

(49)

129,425

(52)

Origination and acquisitions

19,164

(1)

29

///

///

19,193

(1)

Derecognition (redemptions, disposals and debt
forgiveness)

(1,416)

(4)

(1)

1

(1,421)

1

(9)

9

(9)

9

Impairment (write-off)

///

Transfers of financial assets

///

///

157

(161)

Transfers to S1

193

(193)

Transfers to S2

(31)

31

Transfers to S3

(4)

Other changes (1)

(1)

///

4

4

7,032

Balance at 6/30/2020

(3)

Gross Impairment for
carrying expected credit
amount
losses

1

154,862

(1)

(358)

1

(1,042)

(3)

6,675

43

(38)

1

153,864

(43)

Other changes include loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.

7.1.3.4

Change in impairment for credit losses on loans and receivables due from customers at amortized
cost

Stage 1

in millions of euros
Balance at 12/31/2019

Stage 2

Gross Impairment for
carrying expected credit
amount
losses

Gross Impairment for
carrying expected credit
amount
losses

Gross
carrying
amount

140,294

(181)

32,198

(334)

Origination and acquisitions

15,943

(43)

3,061

(19)

///

Derecognition (redemptions,
disposals and debt forgiveness)

(12,209)

29

(1,234)

17
///

Impairment (write-off)
Transfers of financial assets

///

///

///

Purchased or originated
credit-impaired
(POCI) assets

Stage 3

Impairment for
expected credit
losses

7,418

Gross
carrying
amount

Impairment
for expected
credit losses

711

(357)

180,620

(3,343)

///

45

(22)

19,049

(85)

(367)

33

(26)

(13,835)

78

(177)

163

(40)

40

(217)

203

(21)

65

(16)

22

(27)

394

(33)

(1,872)

44

6,581

(56)

(6,472)

58

(72)

4

Transfers to S2

(5,298)

20

5,537

(60)

(204)

11

(30)

14

Transfers to S3

Balance at 6/30/2020

Gross Impairment
carrying for expected
amount credit losses

(2,471)

Transfers to S1 (1)

Other changes (2) (3)

TOTAL

1,435

37

6

5

(15)

(890)

3

(937)

46

1,711

(37)

96

(31)

(20)

(19)

(4,544)

(12)

(2,284)

(49)

632

(425)

6

(36)

(6,189)

(523)

(241)

29,869

(342)

8,941

(2,722)

762

(392)

139,878

179,449

(1)

(3,697)

Including the reclassification of one exposure representing €3 billion from Stage 2 to Stage 1 by Natixis group, due to the decision no longer to reclassify an asset in Stage 2 when a
business sector rating is downgraded.
(2) Other changes include loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.
(3) Including the disposal of Coface for €2 billion.

The increase in outstanding loans and receivables due from customers reflects state-guaranteed loans totaling €2 billion
at June 30, 2020.
Impairment for expected credit losses relating to the public health crisis, calculated using the forward looking method (see
Note 1.5.2.1), amounted to €134 million at June 30, 2020.

7.1.3.5

Change in provisions for credit losses on loan commitments given
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Stage 1

Stage 2

in millions of euros

Gross Impairment for
carrying expected credit
amount
losses

Balance at 12/31/2019

Purchased or originated
credit-impaired
(POCI) assets

Stage 3

Gross Impairment for
carrying expected credit
amount
losses

70,918

(33)

6,152

(82)

Origination and
acquisitions

5,180

(8)

1,377

(7)

Derecognition
(redemptions, disposals
and debt forgiveness)

(5,409)

-

Transfers of financial
assets

(1,502)

Gross Impairment for
carrying expected credit
amount
losses

117
///

(236)

Gross Impairment for
carrying expected credit
amount
losses

(22)

9

///

5

(24)

1,484

(2)

(4)

TOTAL

Gross Impairment for
carrying expected credit
amount
losses

77,196

(138)

6,562

(18)

(5,674)

1

12

(6)
(1)

Transfers to S1

1,121

(3)

(1,119)

3

(3)

Transfers to S2

(2,606)

3

2,608

(3)

(1)

1

Transfers to S3

(17)

16

(6)

Other changes (1)
Balance at 6/30/2020
(1)

(6)

2,427

(1)

(2,216)

(7)

(18)

7

(5)

71,615

(41)

6,561

(96)

86

(15)

5

189
(2)

1

78,267

(154)

Including loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.

7.1.3.6

Change in provisions for credit losses on guarantee commitments given

Stage 1

in millions of euros
Balance at 12/31/2019

Stage 2

Gross Impairment for
carrying expected credit
amount
losses

Purchased or originated
credit-impaired
(POCI) assets

Stage 3

Gross Impairment for
carrying expected credit
amount
losses

Gross Impairment for
carrying expected credit
amount
losses

21,635

(11)

3,418

(16)

25,231

(92)

2,375

(3)

196

(1)

///

///

2,571

(4)

Derecognition (redemptions,
disposals and debt
forgiveness)

(3,242)

(241)

1

(10)

2

(3,493)

3

Transfers to S1

139
1,001

Transfers to S2

(859)

Transfers to S3

(3)

Other changes

(1)

Balance at 6/30/2020
(1)

(160)
(1)
1

(1,002)
860

(2,040)

(1)

35

(15)

3,248

3

20

(1)

1
(1)

(18)

18,867

(65)

Gross Impairment
carrying for expected
amount credit losses

Origination and acquisitions

Transfers of financial assets

175

Gross Impairment for
carrying expected credit
amount
losses

TOTAL

1
(1)
21

2

312

(12)

(0)

(1,694)

(11)

(13)

496

(75)

3

22,614

(104)

Including loan repayments, changes in credit risk parameters (including partial repayments), exchange rate fluctuations and IFRS 5 impacts.
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7.1.4

Measurement and management of credit risk

Credit risk arises whenever a counterparty is unable to meet its payment obligations and may result from a reduction in
credit quality or default by the counterparty.
Commitments exposed to credit risk consist of existing or potential receivables and particularly loans, debt securities,
equities, performance swaps, performance bonds, or confirmed or undrawn facilities.
Credit risk management procedures and assessment methods, risk concentration, the quality of performing financial
assets, and the analysis and breakdown of outstandings are described in the risk management report.

7.1.5

Guarantees received on IFRS 9 impaired instruments

The statement below shows the credit and counterparty risk exposure for all BPCE SA group’s financial assets. This
exposure to credit risk (determined without taking into account the impact of any unrecognized netting or collateral
agreements) and to counterparty risk is based on the carrying amount of the financial assets.

Maximum credit
risk exposure
195

Impairment
(164)

Maximum
exposure net of
impairment
31

43
8,694
91
497
9,520

(38)
(3,113)
(17)
(75)
(3,407)

5
5,582
74
422
6,113

in millions of euros

Debt securities at amortized cost
Loans and receivables due from banks at amortized cost
Loans and receivables due from customers at amortized cost
Loan commitments
Guarantee commitments
TOTAL IMPAIRED FINANCIAL INSTRUMENTS (S3)

7.1.6

Guarantees

3,686

3,686

Credit risk mitigation mechanisms: assets obtained by taking possession of collateral

The policy followed by BPCE SA group entities is to sell assets obtained by taking possession of collateral as soon as
possible. The amount of these assets was non-material at June 30, 2020.
7.2

MARKET RISK

Market risk refers to the possibility of financial loss due to market trends, such as:
• interest rates: interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due
to changes in market rates of interest;
• exchange rates;
• prices: market price risk is the risk of a potential loss resulting from changes in market prices, whether they are caused
by factors specific to the instrument or its issuer, or by factors affecting all market traded instruments. Variable-income
securities, equity derivatives and commodity derivatives are exposed to this type of risk; and
• more generally, any market parameter involved in the valuation of portfolios.
Systems for the measurement and monitoring of market risks are presented in the risk management report.
The information provided in the risk management report required under IFRS 7 and relating to the management of market
risk comprises:
• VaR for the Groupe BPCE scope; and
• the conclusions of the global stress tests.
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7.3

INTEREST RATE RISK AND EXCHANGE RATE RISK

Interest rate risk is the risk that unfavorable changes in interest rates will adversely impact the Group’s annual results and
net worth. Exchange rate risk is the risk of losses resulting from changes in exchange rates.
The Group’s approach to the management of overall interest rate risk and foreign exchange risk is discussed in Chapter 6
“Risk Management – Liquidity, Interest Rate and Exchange Rate risks”.
7.4

LIQUIDITY RISK

Liquidity risk is the risk that the Group will be unable to honor its payment commitments as they fall due and replace funds
when they are withdrawn.
The funding procedures and liquidity risk management arrangements are disclosed in the risk management report.
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Note 8

Insurance businesses

Key points
Insurance businesses cover life insurance and non-life insurance activities. In Groupe BPCE these activities are performed
by dedicated subsidiaries subject to the specific regulations applicable to the insurance sector.
On November 3, 2017, the European Commission adopted the amendment to IFRS 4 applying IFRS 9 “Financial
Instruments” with IFRS 4 “Insurance Contracts” with specific provisions for financial conglomerates, applicable as of
January 1, 2018.
European regulations therefore allow European financial conglomerates to opt to defer application of IFRS 9 for their
insurance activities until January 1, 2021 (effective date of the new IFRS 17, Insurance Contracts). At its meeting on March
17, 2020, the IASB decided to defer its application by two years, as clarifications still need to be given regarding key
aspects of the standard. It also decided to defer the expiry of insurance companies’ temporary exemption from IFRS 9 to
January 1, 2023, to align it with the application of IFRS 17. An amendment was published on June 25, 2020, providing
improvements for the application of IFRS 17.
As Groupe BPCE is a financial conglomerate, it elected to apply this provision to its insurance businesses, which continue
to be covered by IAS 39. The entities concerned are listed in Note 14.4 on the scope of consolidation in the 2019 Universal
Registration Document.
Financial assets and liabilities of insurance businesses are therefore recognized in accordance with the provisions of
IAS 39. They are classified into categories defined by this standard, which calls for specific approaches to measurement
and accounting treatment.
Pending amendments to IFRS 4, insurance liabilities continue to be measured broadly in line with French GAAP.
In accordance with Phase I of IFRS 4, insurance contracts are classified into three categories:
• policies that expose the insurer to a significant insurance risk within the meaning of IFRS 4: this category comprises
policies covering provident insurance, pensions, property and casualty and unit-linked savings carrying a minimum
guarantee. These policies continue to be measured under the rules provided under local GAAP for measuring technical
reserves;
• financial contracts such as savings contracts that do not expose the insurer to a significant insurance risk are recognized
in accordance with IFRS 4 if they contain a discretionary profit-sharing feature, and continue to be measured in
accordance with the rules for measuring technical reserves provided under local GAAP; and
• financial contracts without a discretionary profit sharing feature, such as unit-linked policies without a non-unit-linked
component and without a minimum guarantee, are accounted for in accordance with IAS 39.
Most financial contracts issued by Group entities contain discretionary profit sharing features.
The discretionary profit sharing feature grants life insurance policyholders the right to receive a share of the financial
income generated, in addition to guaranteed benefits. For these contracts, in accordance with shadow accounting
principles defined by IFRS 4, the provision for deferred profit sharing is adjusted to include the policyholders’ share in the
unrealized capital gains or losses on financial instruments measured at fair value in application of IAS 39. The share of the
gains or losses attributable to policyholders is determined on the basis of the characteristics of contracts likely to generate
such gains or losses.
Any change in deferred profit sharing is taken to other comprehensive income where it results from changes in the value
of available-for-sale financial assets and to profit or loss where it arises from changes in the value of financial assets at fair
value through profit or loss.
At each balance sheet date, the Group tests the adequacy of its recognized insurance liabilities based on the estimated
present value of future cash flows from its insurance policies and investment contracts containing a discretionary profit
sharing feature. The liability adequacy test shows the economic value of the liabilities corresponding to the average derived
from stochastic analyses. If the sum of the surrender value and deferred profit sharing is lower than the fair value of the
technical reserves, the shortfall is recognized in income.
Groupe BPCE has decided to apply the option available under ANC recommendation No. 2017-02 of presenting the
insurance businesses separately on the balance sheet and income statement.
8.1

NOTES TO THE BALANCE SHEET

Accounting principles
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The “Insurance business investments” line on the assets side of the balance sheet includes insurance business assets
representative of:
• financial investments (i.e. in financial instruments) including advances to policyholders;
• financial investments in unit-linked products;
• derivatives;
• revaluation differences on interest rate risk-hedged portfolios.
Other balances related to the insurance business are aggregated with the balances related to the other balance sheet
items by type.
On the liabilities side of the balance sheet, the “Liabilities related to insurance policies” line consists of:
• the technical reserves of insurance companies (as defined in Appendix A to IFRS 4);
• insurance and reinsurance liabilities, including amounts due to policyholders;
• insurance-related derivatives;
• shares of the revaluation of interest rate risk-hedged portfolios;
• the deferred profit sharing liability.

8.1.1

Insurance business investments

Accounting principles
Loans and receivables due from banks and customers and certain securities not listed in an active market are recorded in
“Insurance business investments”.
Loans and receivables are initially recorded at fair value plus any costs directly related to their issuance, less any proceeds
directly attributable to issuance. On subsequent balance sheet dates, they are measured at amortized cost using the
effective interest method.
The effective interest rate is the rate that exactly discounts estimated future cash flows (payments or receipts) to the value
of the loan at inception. This rate includes any discounts recorded in respect of loans granted at below-market rates, as
well as any external transaction income or costs directly related to the issue of the loans, which are treated as an adjustment
to the effective yield on the loan. No internal cost is included in the calculation of amortized cost.
When loans are extended under conditions that are less favorable than market conditions, a discount corresponding to the
difference between the nominal value of the loan and the sum of future cash flows discounted at the market interest rate
is deducted from the nominal value of the loan. The market interest rate is the rate applied by the vast majority of local
financial institutions at a given time for instruments and counterparties with similar characteristics.
A discount is applied to loans restructured following a loss event as defined by IAS 39, to reflect the difference between
the present value of the contractual cash flows at inception and the present value of expected principal and interest
repayments after restructuring. The discount rate used is the original effective interest rate. This discount is expensed to
“Cost of credit risk” (for the insurer’s net share) in the income statement and offset against the corresponding outstanding
on the balance sheet. It is written back to net interest income in the income statement over the life of the loan using an
actuarial method. The restructured loan is reclassified as performing based on expert opinion when no uncertainty remains
as to the borrower’s capacity to honor the commitment.
External costs consist primarily of commissions paid to third parties in connection with the arrangement of loans. They
essentially comprise commissions paid to business providers.
Income directly attributable to the issuance of new loans principally comprises set-up fees charged to customers, rebilled
costs and commitment fees (if it is more probable than improbable that the loan will be drawn down). Commitment fees
received that will not result in any drawdowns are apportioned on a straight-line basis over the life of the commitment.
Expenses and income arising on loans with a term of less than one year at inception are deferred on a pro rata basis with
no recalculation of the effective interest rate. For floating or adjustable rate loans, the effective interest rate is adjusted at
each rate refixing date.
Securities recorded as assets are classified into four categories as defined by IAS 39:
• financial assets at fair value through profit or loss;
• held-to-maturity financial assets;
• loans and receivables;
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• available-for-sale financial assets.
Impairment of securities
An impairment loss is recognized on an individual basis against securities, with the exception of securities classified as
financial assets at fair value through profit or loss, when there is objective evidence of impairment resulting from one or
more loss events having occurred since the initial recognition of the asset and where the impact of these events on
estimated future cash flows can be reliably measured.
Different rules are used for the impairment of equity instruments and debt instruments.
For equity instruments, a lasting decline or a significant decrease in value are objective indicators of impairment.
A decline of over 50% or lasting for over 36 months in the value of a security by comparison with its historic cost is an
objective indicator of permanent impairment, leading to the recognition of an impairment loss in income.
In addition, these impairment criteria are also supplemented by a line-by-line review of the assets that have recorded a
decline of over 30% or for more than six months in their value by comparison with their historic cost or if events occur that
are liable to represent a material or prolonged decline. An impairment charge is recorded in the income statement if the
Group determines that the value of the asset will not be recovered in its entirety.
For unlisted equity instruments, a qualitative analysis of their situation is carried out.
Impairment losses recognized on equity instruments may not be reversed and nor may they be written back to income.
Losses are recorded under “Net income from insurance businesses”. A subsequent increase in value is taken to “Gains
and losses recognized directly in other comprehensive income” until disposal of the securities.
Impairment losses are recognized on debt instruments such as bonds or securitized transactions (ABS, CMBS, RMBS,
cash CDOs) when there is a known counterparty risk.
The Group uses the same impairment indicators for debt securities as those used for individually assessing the impairment
risk on loans and receivables, irrespective of the portfolio to which the debt securities are ultimately designated. For
perpetual deeply subordinated notes, particular attention is also paid if, under certain conditions, the issuer may be unable
to pay the coupon or extend the issue beyond the scheduled redemption date.
In the event of an improvement in the issuer’s financial position, impairment losses taken on debt instruments must be
written back to the income statement. Impairment losses and write-backs are recorded in “Cost of credit risk” (for the
insurer’s net share).
Impairment of loans and receivables
IAS 39 defines the methods for calculating and recognizing the impairment of loans.
A loan or receivable is deemed to be impaired if the following two conditions are met:
• there is objective evidence of impairment on an individual or portfolio basis: there are “triggering events” or “loss events”
identifying counterparty risk occurring after the initial recognition of the loans in question. On an individual level, the
criteria for deciding whether or not a credit risk has been incurred include the existence of past due payments; and
• these events are liable to lead to the recognition of incurred losses.
Impairment is determined as the difference between the amortized cost and the recoverable amount of the receivable, i.e.
the present value of estimated recoverable future cash flows taking into account the impact of any collateral.

in millions of euros

Investment property
Financial assets at fair value through profit or loss
Available-for-sale financial assets
Loans and receivables due from banks
Loans and receivables due from customers
Held-to-maturity financial assets
Share held by cedents and retrocessionaires in liabilities relating to insurance policies and financial
contracts
Receivables arising from insurance and assumed reinsurance activities
Receivables arising from ceded reinsurance activities
Deferred acquisition costs
TOTAL INSURANCE BUSINESS INVESTMENTS (1)
(1)

6/30/2020
1,508
25,284
51,480
555
12,991
894

12/31/2019
1,502
23,267
53,740
747
13,312
918

15,445

15,254

1,822
42
708
110,729

2,232
86
731
111,787

At December 31, 2019, Coface contributed €3,987 million to Insurance business investments.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 243

8.1.1.1

Financial assets at fair value through profit or loss

Accounting principles
This asset category includes:
• financial assets held for trading, i.e. securities acquired or issued principally for the purpose of selling them in the near
term; and
• financial assets that the Group has chosen to recognize at fair value through profit or loss at inception using the fair value
option available under IAS 39.
These assets are measured at fair value at the date of initial recognition and at each balance sheet date. Changes in fair
value over the period, interest, dividends, gains or losses on disposals on these instruments are recognized in “Net income
from insurance businesses”.
Financial assets and liabilities designated at fair value through profit or loss
The amendment to IAS 39 adopted by the European Union on November 15, 2005 allows entities to designate financial
assets and liabilities at fair value through profit or loss on initial recognition. However, an entity’s decision to designate a
financial asset or liability at fair value through profit or loss may not be reversed.
Compliance with the criteria stipulated by the standard must be verified prior to any recognition of an instrument using the
fair value option.
In practice, this option may be applied only under the specific circumstances described below:
Elimination of or significant reduction in an accounting mismatch
Applying the option eliminates accounting mismatches stemming from the application of different valuation rules to
instruments managed under a single strategy. This treatment applies in particular to unit-linked policy assets and liabilities.
Harmonization of accounting treatment for management and performance measurement
The option applies for a group of assets and/or liabilities managed and measured at fair value, provided that it is based on
a formally documented risk management or investment strategy, and information is also reported internally on a fair value
basis.
Hybrid financial instruments containing one or more embedded derivatives
An embedded derivative is a component of a financial or non-financial hybrid (combined) instrument that qualifies as a
derivative. It must be separated from the host contract and accounted for as a derivative if the hybrid instrument is not
measured at fair value through profit or loss, and if the economic characteristics and risks associated with the derivative
are not closely related to those of the host contract.
The fair value option may be applied when the embedded derivative(s) substantially modify the cash flows of the host
contract and when the separate recognition of the embedded derivative(s) is not specifically prohibited by IAS 39 (e.g. an
early redemption option at cost embedded in a debt instrument). The option allows the entire instrument to be measured
at fair value, and therefore avoids the need to extract, recognize or separately measure the embedded derivative.
This treatment applies in particular to certain financial instruments containing material embedded derivatives (convertible
bonds, indexed bonds and structured securities).

in millions of euros

UCITS
Financial assets held for trading
Trading derivatives
Hedging derivatives
Bonds
Equities
UCITS
Investments backed by unit-linked policies
Financial assets designated at fair value
TOTAL FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

6/30/2020
5,066
5,066
56
4
1,809
524
81
17,744
20,158
25,284

12/31/2019
2,286
2,286
19
2,026
507
277
18,152
20,962
23,267
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8.1.1.2

Available-for-sale financial assets

Accounting principles
Available-for-sale financial assets are all securities not classified in the previous three categories.
Available-for-sale financial assets are initially recognized at fair value, plus any transaction costs.
On the balance sheet date, they are carried at their fair value and changes in fair value are recorded under “Gains and
losses recognized directly in other comprehensive income” (except for foreign currency monetary assets, for which
changes in the fair value of the foreign currency component affect income).
If they are sold, these changes in fair value are taken to income.
Interest income accrued or received on fixed income securities is recorded under “Net income from insurance businesses”.
Income from variable-income securities is recorded under “Net income from insurance businesses”.

in millions of euros

Bonds
Equities
UCITS
Available-for-sale financial assets, gross
Impairment of debt instruments
Impairment of equity instruments (1)
TOTAL AVAILABLE-FOR-SALE FINANCIAL ASSETS (2)

6/30/2020
43,304
2,438
5,995
51,737
(55)
(202)
51,480

12/31/2019
44,592
2,889
6,476
53,957
(49)
(168)
53,740

(1)

In the first half of 2020, the permanent impairment of equity instruments came to -€137 million versus -€34 million in the first half of 2019. This expense was 89% offset
by the profit sharing mechanism. The expense for the first half of 2020 can be broken down into an additional impairment loss on previously impaired securities
for -€106 million (-€9 million for the first half of 2019) and an allowance for newly impaired securities for -€31 million (-€25 million for the first half of 2019).
(2) Coface contributed €2,911 million to Available-for-sale financial assets at December 31, 2019.
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8.1.1.3

Loans and receivables

Accounting principles
The portfolio of loans and receivables included in “Insurance business investments” comprises non-derivative financial
assets with fixed or determinable payments and which are not quoted in an active market. In addition, these assets must
not be exposed to a risk of material losses unrelated to a deterioration in their credit quality.
Some securities not quoted in an active market may be classified in this portfolio. These are initially recognized at fair
value, plus any transaction costs and less any transaction income. Securities classified in this category comply with the
rules for recognition, measurement and impairment applicable to loans and receivables.
When a financial asset recorded under loans and receivables is sold before its maturity, the income from the disposal is
recorded under “Net income from insurance businesses”.

Loans and receivables
6/30/2020
555
12,991
13,546

in millions of euros

Loans and receivables due from banks (1)
Loans and receivables due from customers (2)
TOTAL LOANS AND RECEIVABLES

12/31/2019
747
13,312
14,059

(1)

Coface contributed €17 million to Loans and receivables due from banks at December 31, 2019.
Including €11,365 million for guarantee deposits made for the acceptance of reinsurance treaties, versus €11,602 million at December 31, 2019; Coface contributed €59
million to Loans and receivables due from customers at December 31, 2019.
(2)

8.1.1.4

Held-to-maturity financial assets

Accounting principles
Held-to-maturity (HTM) financial assets are securities with fixed or determinable payments and fixed maturity dates that
the Group has the intention and ability to hold until maturity.
IAS 39 does not permit the sale or transfer of these securities before maturity except in certain specific circumstances. In
the event that the securities are sold before maturity, all held-to-maturity assets must be reclassified and the held-tomaturity category cannot be used during the current year or the following two years. Exceptions to the rule apply in the
following cases:
• a material deterioration in the issuer’s credit quality;
• a change in tax regulations canceling or significantly reducing the tax exemption on interest earned on investments heldto-maturity;
• a major business combination or significant withdrawal of activity (sale of a sector, for example) requiring the sale or
transfer of held-to-maturity investments in order to maintain the entity’s existing situation in terms of interest rate risk or
its credit risk policy;
• a change in legal or regulatory provisions significantly modifying either the definition of an eligible investment or the
maximum amount of certain types of investment, requiring that the entity dispose of a held-to-maturity asset;
• a significant increase in capital requirements forcing the entity to restructure by selling held-to-maturity assets; and
• a significant increase in the risk weighting of held-to-maturity assets in terms of prudential capital regulations.
In the exceptional cases described above, the income from the disposal is recorded under “Net income from insurance
businesses”.
The hedging of these securities against interest rate risk is not permitted. However, hedges against exchange rate risk or
the inflation component of certain held-to-maturity financial assets are allowed.
Held-to-maturity financial assets are recognized at fair value at inception, plus any transaction costs directly attributable to
their acquisition. They are subsequently measured at amortized cost using the effective interest method, including any
premiums, discounts and acquisition fees, where material.
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6/30/2020
629
265
894
(1)
894

in millions of euros

Treasury bills and equivalent
Bonds and other fixed-income securities
Gross amount of held-to-maturity investments
Impairment
TOTAL HELD-TO-MATURITY FINANCIAL ASSETS

8.1.1.5

12/31/2019
636
283
919
(1)
918

Fair value hierarchy of financial assets at fair value

The principles used to assess fair value are described in Note 9.
in millions of euros

6/30/2020
Level 1

Level 2

12/31/2019

Level 3

Total

Level 1

Level 2

Level 3

Total

ASSETS
Assets held for trading (equities and UCITS)

5,066

5,066

2,202

84

2,286

Financial assets held for trading

5,066

5,066

2,202

84

2,286

1
2

1
7
48

6
8

5

11
8

54

2

56

14

5

19

165

548

1,701

2,414

224

1,301

1,285

2,810

100
65

8
540

1,701

1,809
605

98
125

642
659

1,286

2,026
785

Investments backed by unit-linked policies

14,326

3,385

33

17,744

15,065

3,087

Financial assets designated at fair value
through profit or loss

14,491

3,933

1,734

20,158

15,289

4,388

1,286

20,962

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

19,611

3,939

1,734

25,284

17,505

4,477

1,286

23,267

Investments in associates
Other available-for-sale securities
Bonds
Equities and UCITS

41,871
36,328
5,543

6,080
3,726
2,354

138
3,391
3,196
196

138
51,342
43,249
8,093

45,974
39,349
6,625

4,751
2,660
2,091

288
2,728
2,534
194

287
53,452
44,543
8,910

AVAILABLE-FOR-SALE FINANCIAL ASSETS

41,871

6,081

3,528

51,480

45,974

4,749

3,015

53,740

Interest rate derivatives
Currency derivatives
Equity derivatives
Derivatives excl. hedging derivatives (positive fair
value)
Securities designated at fair value through profit or
loss
Bonds
Equities and UCITS

6
48

18,152
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Breakdown of financial assets at fair value classified in Level 3 of the fair value hierarchy
Gains and losses recognized during
the period

Transactions carried out
during the period

Transfers during
the period

In the income statement

in millions of euros

On
transactions
in progress
at the
reporting
12/31/2019
date

On
transactions
removed
from the
balance
sheet at the
In other
reporting comprehensive
date
income

To another
Purchases
Sales / reporting
/ Issues Redemptions
category

From and
to
another Deconsolidated
Other
level
entities changes

6/30/2020

ASSETS
Securities designated at fair value
through profit or loss
Bonds
Financial assets designated at fair
value through profit or loss
FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS
Investments in associates
Other available-for-sale securities
Bonds
Equities and UCITS
AVAILABLE-FOR-SALE FINANCIAL
ASSETS

1,286

(36)

(1)

53

1,286

(36)

(1)

1,286

(36)

(1)

1,286

(36)

(1)

2,728

1

(3)

2,534

1

(3)

288

(113)

543

53

(113)

53

(113)

53

(113)
(1)

(2)

(45)

282

(113)

562

(45)

260

(112)

562

23

(1)

282

(114)

(6)

194
3,015

1

(3)

(51)

(2)

(30)

1,701

543

(30)

1,701

576

(30)

1,734

576

(30)

1,734

(21)

3,391

(144)

137

3,196

562

(142)

(21)

196

(20)

3,528

Breakdown of fair value hierarchy transfers
H1 2020
in millions of euros
ASSETS
Securities designated at fair value through profit or loss
Bonds

From
To

Level 1
Level 2

Level 1
Level 3

Level 2
Level 1

Level 2
Level 3

Level 3
Level 1

Level 3
Level 2

543
543
576

Financial assets designated at fair value through profit or loss
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Other available-for-sale securities
Bonds
Equities and UCITS
AVAILABLE-FOR-SALE INVESTMENTS

2
2

576
605
605

42
42

2

605

42

H1 2019
in millions of euros
ASSETS
Securities designated at fair value through profit or loss
Bonds

From
To

Financial assets designated at fair value through profit or loss
FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
Other available-for-sale securities
Bonds
Equities and UCITS
AVAILABLE-FOR-SALE FINANCIAL ASSETS

8.1.1.6

Level 1
Level 2

Level 1
Level 3

Level 2
Level 1

Level 2
Level 3

Level 3
Level 1

Level 3
Level 2

169
169
6
33
33
33

169
212
212
0
212

834
834

633
633

834

633

Fair value of financial assets carried in the balance sheet at amortized cost

The principles used to assess fair value are described in Note 9.
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in millions of euros

6/30/2020

12/31/2019

Fair value

Fair value

Investments of loans and receivables due from banks
Investments of loans and receivables due from
customers
Held-to-maturity investments
INSURANCE BUSINESS INVESTMENTS AT AMORTIZED
COST

8.1.2

555

747

12,991

13,312

1,087

1,124

14,633

15,183

Liabilities related to insurance policies
6/30/2020
50,854
12,405
63,259

12/31/2019
51,065
12,164
63,229

Technical reserves relating to financial contracts with a discretionary profit sharing feature

19,819

20,162

Technical reserves relating to unit-linked financial contracts
Technical reserves relating to financial contracts
Deferred profit sharing liabilities (1)

4,828
24,646
3,473

4,930
25,092
4,039

Liabilities arising from insurance and assumed reinsurance activities, and liabilities arising from
ceded reinsurance activities

10,164

10,572

Trading derivatives

29

39

Hedging derivatives

52

-

-

11

101,625

102,982

in millions of euros

Technical reserves relating to insurance policies
Technical reserves relating to unit-linked policies
Technical reserves relating to insurance policies

Other liabilities
TOTAL LIABILITIES RELATED TO INSURANCE POLICIES (2)

(1) O/w €3,503

million in deferred profit sharing recognized in other comprehensive income including the share attributable to non-controlling interests (€3,899 at December
31, 2019).
(2) At December 31, 2019, Coface contributed €2,022 million to liabilities related to insurance policies.

The information required by IFRS 7 is presented for:
• Financial liabilities at fair value through profit or loss in Note 5.1.2;
• Debt securities in Note 5.6;
• Amounts due to banks and customers in Note 5.7;
• Subordinated debt in Note 5.10.

8.2

8.2.1

NOTES TO THE INCOME STATEMENT

Net income from insurance businesses

Accounting principles
Net income from insurance businesses includes:
revenues from the insurance businesses, which consist of premiums written and the change in unearned premium reserves
for insurance policies and investment contracts containing a discretionary profit sharing feature within the meaning of
IFRS 4;
• investment income net of expenses:
− investment income including income from investment property,
− investment expenses and other financial expenses excluding financing expenses,
− gains and losses on the sale of investments including on investment property,
− depreciation, amortization and impairment reversals on investments (including investment properties) and other
assets (including assets provided under operating leases), recognized at amortized cost,
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− the change in fair value of investments (including investment property) recognized at fair value through profit or loss;
• amortization of acquisition costs;
• the external costs of benefits and claims paid on policies which include paid benefits and claims on insurance policies
and on investment contracts containing a discretionary profit-sharing feature (paid benefits and claims, changes in
technical reserves), including policyholder compensation (deferred profit-sharing), as well as changes in the value of
investment contracts, particularly for unit-linked policies;
• income from reinsurance cessions, defined as the sum of ceded premiums, net of ceded claims and benefits paid and
commissions;
• where applicable:
− net gains or losses resulting from the derecognition of financial assets at amortized cost,
− net gains or losses resulting from the reclassification of financial assets at fair value through other comprehensive
income to financial assets at fair value through profit or loss.

in millions of euros

Premiums written
Change in unearned premiums
Earned premiums
Revenues and other income from insurance businesses
Income from investments
Expenses on investments
Gains or losses on disposals of investments less reversals of impairment and amortization
Change in fair value of investments recognized at fair value through profit or loss
Change in impairment for investments
Income from investments net of expenses
Amortization of acquisition costs
Claims and benefits expenses
Income from reinsurance cessions
Expenses on reinsurance cessions
Net income or expenses on reinsurance cessions
NET INCOME FROM INSURANCE BUSINESSES (1)
(1)

H1 2020

H1 2019

5,562
(158)
5,404
20
909
(183)
81
(1,055)
(143)
(392)
(20)
(3,920)
1,528
(1,415)
112
1,204

7,628
(186)
7,442
95
1,043
(220)
85
1,158
(39)
2,026
24
(7,974)
1,863
(1,919)
(56)
1,557

In the first half of 2019, Coface contributed €419 million to net income from insurance businesses.

8.2.2

Transition between the presentation applicable to insurance companies and to banks

The statement shown below provides a transition between the financial statements of insurance companies included in the
scope of consolidation and their translation into the financial statements of BPCE SA group in accordance with the
presentation applicable to banks.
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Banking format H1 2020
Net banking income
Other items
of net
banking
Net
income
income
(excluding
from
net income
insurance
from
Gross
businesses
insurance Operating operating
(1)
businesses) expenses
income
5,377
8
5,385
16
(6)
10
5
5
(392)
11
(5)
(386)
5,001
13
5,014
(3,908)
(4)
(47)
(3,959)
(24)
(24)
112
5
117
(20)
(296)
(76)
(392)
(261)
(73)
(334)
(40)
(82)
(122)

in millions of euros

Earned premiums
Revenues or income from other activities
Other operating income
Net financial income before financing costs
TOTAL REVENUE FROM ORDINARY ACTIVITIES
Claims and benefits expenses
Expenses from other activities
Net income from reinsurance cessions
Policy acquisition costs
Administrative expenses
Other recurring operating income and expenses
TOTAL OTHER RECURRING INCOME AND EXPENSES
OPERATING INCOME

(1)

(3,816)
1,185

(620)
(607)

(278)
(278)

Insurance Insurance
Other format H1 format H1
items
2020
2019
4
5,389
7,389
(6)
4
131
6
11
33
10
(376)
2,012
14
5,028
9,565
(7)
(3,966)
(7,988)
(24)
(8)
1
118
(53)
(392)
(530)
(334)
(433)
(122)
(170)

(4,714)
300

(6)
8

(4,720)
308

(9,182)
383

Net income from insurance businesses does not include income from the Prêt Viager Hypothécaire, a reverse mortgage for seniors offered by Crédit Foncier.

8.3

INFORMATION TO BE PROVIDED ON THE TEMPORARY EXEMPTION OF INSURANCE BUSINESSES
FROM IFRS 9
6/30/2020

in millions of euros

SPPI financial assets
Other financial assets
TOTAL INSURANCE BUSINESS INVESTMENTS (1)

12/31/2019

Fair value
43,888
3,319

Change in fair value
over the period
71
(72)

Fair value
45,600
3,191

Change in fair value
over the period
2,400
55

47,207

(2)

48,791

2,455

(1) Excluding

UCITS classified as available for sale assets for €5,618 million at June 30, 2020, compared with €5,994 million at December 31, 2019; Coface contributed
€2,447 million to the fair value total at December 31, 2019.

Credit risk associated with insurance businesses is presented in Chapter 6, Risk Management – Insurance Risks – Asset
Management and Financial Conglomerate.
This table does not include financial assets recognized at fair value through profit of loss or reinsurance activities.
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Note 9

Fair value of financial assets and liabilities

Key points
This section sets out the principles for measuring the fair value of financial instruments as defined in IFRS 13 “Fair Value
Measurement” and the methods used by Groupe BPCE entities to measure the value of their financial instruments.
Financial assets and liabilities are recorded in the balance sheet either at fair value or at amortized cost. An indication of
the fair value of items measured at amortized cost is provided in the notes.
For instruments traded on an active market with a quoted price, the fair value is equal to the quoted price, corresponding
to Level 1 in the fair value hierarchy.
The fair value of other financial instruments not traded on an active market, including in particular loans, borrowings and
derivatives traded over the counter, is calculated using valuation techniques that rely on widely used models and
observable data, corresponding to Level 2 in the fair value hierarchy. When internal data or proprietary models are used
(Level 3 in the fair value hierarchy), independent controls are used to validate the value obtained.
Determination of fair value

General principles
The fair value of an instrument is the price that would be received to sell an asset or paid to transfer a liability in a standard
arm’s length transaction between market participants at the measurement date.
Fair value is therefore determined using the exit price.
On first recognition, fair value is usually the transaction price and is thus the price paid to purchase the asset or the price
received to assume the liability.
In subsequent measurements, the estimated fair value of assets and liabilities must be based primarily on observable
market data, while ensuring that all inputs used in the fair value calculation are consistent with the price that market
participants would use in a transaction.
In this case, fair value consists of a mid-market price and additional valuation adjustments determined according to the
instruments in question and the associated risks.
The mid-market price is obtained based on:
• the instrument’s quoted price, if the instrument is quoted on an active market. A financial instrument is regarded as
quoted on an active market if quoted prices are readily and regularly available from an exchange, dealer, broker, industry
group, pricing service or regulatory agency, and these prices represent actual and regularly occurring transactions on
the principal market or, failing that, on the most favorable market, on an arm’s length basis;
• if the market for a financial instrument is not active, fair value is established using valuation techniques. The techniques
used must maximize the use of relevant observable entry data and minimize the use of non-observable entry data. They
may refer to observable data from recent transactions, the fair value of similar instruments, discounted cash flow analysis
and option pricing models, proprietary models in the case of hybrid instruments or non-observable data when no pricing
or market data are available.
Additional valuation adjustments include factors related to valuation uncertainties, such as market and credit risk premiums,
in order to recognize the costs incurred by a divestment transaction on the primary market. Likewise, an adjustment
(Funding Valuation Adjustment – FVA) is also recognized to take into account the use of assumptions to measure costs
related to the funding of future cash flows on uncollateralized or partially collateralized derivatives.
The main additional adjustments are as follows:
Bid/ask adjustment – Liquidity risk
This adjustment is the difference between the bid price and the ask price corresponding to the selling costs. It reflects the
cost requested by a market player in respect of the risk of acquiring a position or of selling at a price proposed by another
market player.

Model uncertainty adjustment
This adjustment takes into account imperfections in the valuation techniques used, and in particular risk factors not
considered even though observable market inputs are available. This is the case when the risks inherent in the instruments
differ from those incurred by the observable market data used to determine their valuation.
Input uncertainty adjustment
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Observing certain prices or inputs used in valuation techniques may be difficult, or the price or input may be too regularly
unavailable to determine the selling price. Under these circumstances, an adjustment may be necessary to reflect the
probability of different values being used by market participants for the same inputs when measuring the fair value of the
financial instrument in question.
Credit valuation adjustment (CVA)
This adjustment applies to valuations that do not account for the counterparty’s credit quality. It corresponds to the risk of
loss linked to the risk of default by a counterparty and aims to take into account the fact that the Group may not recover
the full market value of the transactions.
The method for determining the CVA is primarily based on the use of market inputs in connection with professional market
practices, for all segments of counterparties subject to this calculation. In the absence of liquid market inputs, proxies by
type of counterparty, rating and geographic area are used.
Debit Valuation Adjustment (DVA)
The DVA is symmetrical to the CVA and represents the risk of loss, from the counterparty’s perspective, on liability
valuations of derivatives. It reflects the impact of the Group’s credit quality on the valuation of these instruments. The DVA
is assessed by observing the Group’s “credit” market input. At Natixis, the main contributor for the Group, this involves
observing the credit spreads of a sample of comparable banking institutions, taking into account the liquidity of the spread
on Natixis’ CDS during the period. The DVA adjustment is established after taking into account the funding valuation
adjustment (FVA).
Determination of an active market
The following criteria are used to determine whether or not a market is active:
• the level of activity and trend of the market (including the level of activity on the primary market);
• the length of historical data on prices observed in similar market transactions;
• scarcity of prices reported by a service provider;
• sharp bid-ask price spread; and
• steep price volatility over time or between different market participants.
Valuation control systems are presented in section 6.8, “Market risks.”

Fair value hierarchy
For financial reporting purposes, IFRS 13 requires fair value measurements applied to financial and non-financial
instruments to be allocated to one of three fair value levels:
Level 1: Valuation using prices quoted on a liquid market
Level 1 comprises instruments whose fair value is determined based on directly usable prices quoted on active markets.
This mainly includes securities listed on a stock exchange or traded continuously on other active markets, derivatives
traded on organized markets (futures, options, etc.) whose liquidity can be demonstrated, and units of UCITS that calculate
and report their net asset value on a daily basis.
Level 2: Valuation using observable market inputs
Level 2 fair value comprises instruments other than those mentioned in Level 1 fair value and instruments measured using
a valuation technique incorporating inputs that are either directly observable (prices) or indirectly observable (derived from
prices) through to maturity. This mainly includes:

Simple instruments
Most over-the-counter derivatives, swaps, credit derivatives, forward rate agreements, caps, floors and plain vanilla options
are traded in active markets, i.e. liquid markets in which trades occur regularly.
These instruments are valued using generally accepted models (discounted cash flow method, Black & Scholes model,
interpolation techniques), and on the basis of directly observable inputs.
For these instruments, the extent to which models are used and the observability of inputs has been documented.
Instruments measured using Level 2 inputs also include:
• securities that are less liquid than those classified as Level 1, whose fair value is determined based on external prices
put forward by a reasonable number of active market makers and which are regularly observable without necessarily
being directly executable (prices mainly taken from contribution and consensus databases); where these criteria are not
met, the securities are classified as Level 3 fair value;
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• securities not quoted on an active market whose fair value is determined based on observable market data (for example,
using market data for listed peers or the earnings multiple method based on techniques widely used in the market);
• Greek sovereign securities, whose fair value is recorded under Level 2;
• shares of UCITS that do not calculate and report their net asset value on a daily basis but which are subject to regular
reporting or which offer observable data from recent transactions;
• issued debt instruments designated at fair value are classified as Level 2 when the underlying derivatives are classified
as Level 2;
• issuer credit risk is also considered to be observable. It is measured using the discounted cash flow method, with inputs
such as the yield curve and revaluation spreads. For each issue, this valuation represents the sum of the notional amount
outstanding and its sensitivity, taking into account the existence of calls and the difference between the revaluation
spread (based on the BPCE cash reoffer curve at June 30, 2020 as for previous closing dates) and the average issue
“spread”. Changes in revaluation of own debt are generally not material for issues with an initial maturity of less than one
year.

Complex instruments
Certain hybrid and/or long-maturity financial instruments are measured using a recognized model on the basis of market
inputs derived from observable data such as yield curves, implied volatility layers of options, market consensus data or
active over-the-counter markets.
The main models for determining the fair value of these instruments are described below by type of product:
• Equity products: complex products are valued using:
− market data,
− a payoff, i.e. the formula of positive or negative flows attached to the product at maturity, and
− a model of trends in the underlying asset.
These products can have single or multiple underlyings or be hybrids (fixed income/equity for example).
The main models used for equity products are local volatility models, local volatility combined with a Hull & White 1 factor
(H&W1F) model, and Local Stochastic Volatility (LSV).
The local volatility model treats volatility as a function of time and the price of the underlying. Its main property is that it
considers the implied volatility of the option (derived from market data) relative to its exercise price.
The local volatility hybrid model, paired with the H&W1F model, consists of pairing the local volatility model described
above with a Hull & White 1 factor type fixed income model, described below (see Fixed income products).
The LSV model is based on the joint diffusion of the underlying asset and its volatility (two factors in total), with a local
volatility function (known as a decorator), to ensure consistency with all vanilla options.
• Fixed income products: fixed income products generally have specific characteristics which determine the choice of
model. Underlying risk factors associated with the payoff are taken into account.
The main models used to value and manage fixed income products are Hull & White models (one-factor (HW1F) and twofactor (HW2F) models or a one-factor Hull & White stochastic volatility model (HW1FVS)).
The HW1F model is used to model the yield curve with a single Gaussian factor, calibrated on vanilla interest rate options.
The HW2F model is used to model the yield curve with two factors, calibrated on vanilla interest rate options and spreadoption type instruments.
The HW1VS model is used to model both the Gaussian factor representing the yield curve and its volatility (like the LSV
model for equities).
• Foreign exchange products: foreign exchange products generally have specific characteristics which determine the
choice of model.
The main models used to value and manage foreign exchange products are local and stochastic volatility models (like the
LSV model for equities), as well as hybrid models, which combine modeling of the underlying foreign exchange transaction
with two Hull & White 1 factor models of the yield curves of domestic and foreign economies.
Inputs relating to all such Level 2 instruments were demonstrated to be observable and documented. From a methodology
perspective, observability is based on four inseparable criteria:
• inputs are derived from external sources (for example a recognized contributor);
• they are updated periodically;
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• they are representative of recent transactions; and
• their characteristics are identical to the characteristics of the transaction. If necessary, a proxy may be used, provided
that the relevance of such an arrangement is demonstrated and documented.
The fair value of instruments obtained using valuation models is adjusted to take account of liquidity risk (bid-ask),
counterparty risk, the risk relating to the cost of financing uncollateralized or partially collateralized derivatives, own credit
risk (measurement of liability derivative positions), and modeling and input risk.
The margin generated when these instruments begin trading is immediately taken to profit or loss.
Level 3: Valuation using unobservable market inputs
Level 3 comprises instruments measured using unrecognized models and/or models based on unobservable market data,
where they are liable to materially impact the valuation. This mainly includes:
• unlisted shares whose fair value could not be determined using observable inputs;
• private equity securities not listed on an active market, measured at fair value with models commonly used by market
participants, in accordance with International Private Equity Valuation (IPEV) standards, but which are sensitive to market
fluctuations and whose fair value determination necessarily involves a judgment call;
• structured securities or securities representative of private placements, held by the Insurance business line;
• hybrid interest rate and currency derivatives and credit derivatives that are not classified in Level 2;
• loans in the syndication process for which there is no secondary market price;
• loans in the securitization process for which fair value is determined based on an expert appraisal;
• investment property whose fair value is calculated using a multi-criteria approach, by capitalizing rent at market rates
and through comparisons with market transactions;
• instruments with a deferred day one margin;
• units of UCITS for which the fund has not published a recent NAV at the valuation date, or for which there is a lock-up
period or any other constraint calling for a significant adjustment to available market prices (NAV, etc.) in respect of the
low liquidity observed for such shares;
• issued debt instruments designated at fair value are classified as Level 3 when the underlying derivatives are classified
as Level 3. The associated “issuer credit risk” is regarded as observable and it is therefore classified as Level 2;
• CDS contracted with credit enhancers (monoline insurers), for which the valuation model used to measure write-downs
is similar to the Credit Valuation Adjustment (CVA) used for counterparty risk. The model also takes into account the
expected amortization of exposures and the counterparty spread implicit in market data;
Plain vanilla derivatives are also classified as Level 3 fair value when exposure is beyond the liquidity horizon determined
by underlying currencies or by volatility surface (e.g. certain foreign currency options and volatility caps/floors).
In accordance with the Ministerial Order of February 20, 2007, as amended by the Order of November 23, 2011 on capital
requirements for credit institutions and investment companies and pursuant to the European Regulation of June 26, 2013
(CRR) on the Basel III requirements, for each of the models used, a description of crisis simulations applied is provided in
Chapter 3 “Risk Management”.
Under IFRS 9, day one profit should be recognized only if it is generated by a change in the factors that market participants
would consider in setting a price, i.e. only if the model and parameters input into the valuation are observable.
If the selected valuation model is not recognized by current market practices, or if one of the inputs significantly affecting
the instrument’s valuation is not observable, the trading profit on the trade date cannot be recognized immediately in the
income statement. It is taken to income on a straight-line basis over the life of the transaction or until the date the inputs
become observable. Any losses incurred at the trade date are immediately recognized in income.
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At June 30, 2020, instruments for which the recognition of day one profit/loss has been deferred mainly included:
• multi-underlying structured equity and index products;
• mono-underlying structured products indexed to sponsored indexes;
• synthetic loans;
• options on funds (multi-assets and mutual funds);
• structured fixed income products; and
• securitization swaps.
These instruments are almost all located at Natixis.
The table below provides the main unobservable inputs and the value ranges for these instruments at June 30, 2020:
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Instrument class

Main types of products

Valuation techniques used

Main unobservable data

Unobservable data ranges
min - max

Interest rate
derivatives

Sticky CMS/Volatility Bonds

Interest rate options valuation models

Interest rate
derivatives

Callable Spread Options and
Corridor Callable Spread Options

Model representing several yield curve
Mean reversion spread
factors

Interest rate
derivatives

Bermuda Accreting

Adjusted Hull & White one-factor
model

Accreting Factor

[72.5%; 94%]

Interest rate
derivatives

Volatility caps/floors

Interest rate options valuation models

Interest rate vol

[1.5%; 73.88%]

Mean reversion inputs

[0.392%; 117.23879%]

Equity

Forex

Simple and complex equity, equity
basket or fund derivatives

Different valuation models for equity,
equity basket or fund options Equity
vol

[1.75%; 5%]

[0%; 30%] EUR = 30%, USD 25%

[12%; 477%]

Fund vol

[3.35%; 40.27%]

Stock/stock correlation

[19.19%; 98.70%]

Repo of general baskets

[-0.81%; 0.84%]

Exchange rate derivatives

Exchange rate option valuation models Currency vol

Long-term PRDC/PRDKO/TARN

Hybrid currency/interest rate options
valuation model

Correlation between foreign
exchange rates and interest
rates as well as long-term
volatility levels

Exchange rate and interest rate
correl: [11.5%; 39.8%]
Long-term volatility: [7.245%;
13.026%]

Credit

CDO

The default rates are based on the
market prices of the underlying PFI
bonds and the recovery rates are
based on historical ratings agency data

Correlation between the
assets, base spread between
the cash asset and derivative
asset, recovery rate

0.80%

Credit

Securitization swaps

Discounted expected cash flows based
on early redemption assumptions on
the underlying portfolio

Prepayment rate

Forex

Hybrids

Hybrid equity/fixed income/forex
(FX) derivatives

Hybrid models coupled with equity,
forex and interest rate diffusion

Black & Scholes model

3.3% to 35%

Equity-FX correlations

[-53.5%; 77.65%]

Equity/FI correlations

[-44%; 44%]

FI-FX correlations
Helvetix: Strip of long-term
options, Strip of quanto options,
Strip of digital options

[2.12%; 13.11%]

EURCHF/EURUSD correlations

[-35%; 32.4%]

[17.31%: 37.04%]

Forex
Helvetix: Options spread and digital
Gaussian copula
options spread

Long-term USD/CHF
& EUR/CHF volatility

USDCHF vol: [8.6582%; 11.2792%]
EURCHF vol: [7.4551%; 9.0559%]
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Policy concerning fair value hierarchy transfers
Transfers between fair value levels are reviewed and validated by ad hoc committees at Natixis comprising representatives
of various functions, particularly Finance, Risk and the Business Lines. The committees consider various indicators of
market activity and liquidity as described in the General Principles.
A review is undertaken for any instrument that ceases to meet these criteria or once again complies with the criteria.
Transfers to and from Level 3 must be approved in advance.
In fiscal year 2019, the main reclassifications involved accreting Bermudan swaptions (in euros and in Australian dollars),
specific complex derivatives with single or multiple underlyings structured on indexes and the associated liabilities
designated at fair value. These instruments were reclassified from Level 2 to Level 3 of the fair value hierarchy due to an
examination of observability during the period which demonstrated an absence of observable prices for the corresponding
inputs and products, leading to their reclassification to Level 3 of the fair value hierarchy.

Instruments affected by the financial crisis
Instruments affected by the financial crisis and carried at fair value on the balance sheet are essentially held by Natixis,
which calculates their fair value using the models described below:
CDS contracted with credit enhancers (monoline insurers and CDPCs)
Since December 31, 2015, the valuation model used to measure write-downs on CDS contracted with monoline insurers
has been similar to the Credit Valuation Adjustment (CVA) used for counterparty risk. The model also takes into account
the expected amortization of exposures and the counterparty spread implicit in market data.

Trust Preferred Securities (TruPS) CDOs
In 2018, TruPS CDOs were measured using a valuation model based on projected future cash flows and default rates
determined according to a statistical approach that deduces the default probability of banks according to their financial
ratios. For other sectors, default rates were estimated considering the current ratings of assets.
As the number of contributions was sufficient, TruPS CDOs were marked-to-market at December 31, 2019.

Instruments not carried at fair value on the balance sheet
IFRS 13 requires disclosure in the notes to the financial statements of the fair value, and the associated fair value levels,
of all financial instruments carried at amortized cost, including loans. The valuation methods used to determine the fair
value disclosed in the notes to the financial statements are described below.
Assets and liabilities of Natixis business lines, the cash management pool, BPCE, and the Caisses d’Epargne financial
portfolios

Credit and loans recognized at amortized cost and amounts payable under finance leases
The fair value of these instruments is determined by discounting future cash flows. The discount rate applied for a given
loan is the rate at which the Group would grant a loan with similar characteristics to a similar counterparty at the reporting
date. The interest rate and counterparty risk components are reassessed.
The fair value of repurchase agreements is calculated by discounting expected cash flows at the market rate on the closing
date and adding a liquidity spread.
If there is a quoted price that meets the criteria of IFRS 13, the quoted price is used.
The fair value of loans with an initial term of less than one year is generally considered to be their carrying amount. This is
also generally the case for financial assets with a term of one year or less and current accounts. The corresponding
receivables are classified in Level 2 of the fair value hierarchy. Loans and receivables granted to affiliates are also classified
in Level 2.

Borrowings and savings
At Natixis, the assessment of the fair value of securities borrowings and debts is based on the method of discounting future
cash flows using inputs on the reporting date such as the interest rate curve of the underlyings and the spread at which
Natixis lends or borrows.
The fair value of debts maturing in less than one year is considered to be the book value and they are classified in Level 2
of the fair value hierarchy, as are debts payable to affiliates.
The fair value of other amounts due to banks and customers with a term of over one year is deemed to be equal to the
present value of future cash flows discounted at the interest rate observed at the balance sheet date, plus the own credit
risk of Groupe BPCE.
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Investment property recognized at cost
The fair value of investment property (excluding investment property held by insurance companies) is determined using
the rent capitalization method, which is widely used by real estate professionals. The capitalization rate applied to the
property depends on a number of factors such as location, the quality and type of building, its use, type of ownership,
quality of lessee and characteristics of the lease, the interest rate and competition in the real estate market.
Financial instruments of the retail banking business lines
For financial instruments not measured at fair value on the balance sheet, fair value calculations are provided for
information purposes and must only be interpreted as estimates.
In most cases, the values indicated are not liable to be realized and generally may not be realized in practice.
These fair values are thus only calculated for information purposes in the notes to the financial statements. They are not
indicators used in the interest of overseeing retail banking activities, for which the business model is mainly based on the
collection of contractual cash flows.
Consequently, the following simplified assumptions were used:
The carrying amount of the assets and liabilities is deemed to be their fair value in certain cases.
These notably include:
• short-term financial assets and liabilities (whose initial term is one year or less) provided that sensitivity to interest-rate
risk and credit risk is not material during the period;
• demand liabilities;
• floating rate loans and borrowings; and
• transactions in a regulated market (particularly regulated savings products), whose prices are set by the public
authorities.

Fair value of loans to retail customers
The fair value of loans is measured using internal valuation models that discount future payments of recoverable capital
and interest over the remaining loan term. Except in special cases, only the interest rate component is remeasured, as the
credit margin is established at the outset and not subsequently remeasured. Prepayment options are factored into the
model via an adjustment to loan repayment schedules.

Fair value of loans to large corporates, local authorities and banks
The fair value of loans is measured using internal valuation models that discount future payments of recoverable capital
and interest over the remaining loan term. The interest rate component is remeasured, as is the credit risk component
(where it is an observable piece of data used by customer relationship managers). Failing that, the credit risk component
is established at the outset and not subsequently remeasured, as with loans to retail customers. Prepayment options are
factored into the model via an adjustment to loan repayment schedules.

Fair value of debt
The fair value of fixed rate debt owed to banks and customers with a term of over one year is deemed to be equal to the
present value of future cash flows discounted at the interest rate observed at the balance sheet date. Own credit risk is not
generally taken into account.

9.1

9.1.1

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Fair value hierarchy of financial assets and liabilities

The following statement provides a breakdown of financial instruments by type of price and valuation model:
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6/30/2020
Level 2

Level 1

in millions of euros

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Credit derivatives
Other derivatives
Financial assets at fair value through profit or loss – Held for trading
(1)

17,253
17,253
25,471
25,471
1,013
601

412
43,737

Derivatives
Interest rate derivatives
Currency derivatives
Financial assets at fair value through profit or loss – Economic hedges
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets at fair value through profit or loss – Non-standard
Equity instruments
Shares and other equity securities
Financial assets at fair value through profit or loss – Excluding assets
held for trading
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Financial assets at fair value through other comprehensive income
Interest rate derivatives
Currency derivatives
Hedging derivatives
TOTAL FINANCIAL ASSETS AT FAIR VALUE
(1)

TOTAL

88,061
85,526
2,535
480
480
53,128
37,616
3,493
10,630
554
836

1,620
1,562
58

106,933
87,088
19,845
25,951
25,951
56,397
38,214
4,501
11,679
754
1,249

141,669
465
342
123

3,876
32
32

189,281
497
374
123

465
2
2

32
5

497
7
2
5
6,690
871
871

2,386
221
221

2,005
12
12

221
15,844

12
2,779
1
2,778
136
136
2,915
7,998
1,441
9,439
156,508

15,844
148
148
15,993

62,336

2,256
598
407
1,050
201

5
2,299
639
639
639
15
15
1,249
1,249
1,263

8,114

871
18,639
16
18,623
1,533
1,533
20,171
7,998
1,441
9,439
226,958

Excluding economic hedging.

Level 1

in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Other financial liabilities
Financial liabilities at fair value through profit or loss – Held for trading (1)
Derivatives
Interest rate derivatives
Currency derivatives
Financial liabilities at fair value through profit or loss – Economic hedges
Debt securities
Other financial liabilities
Financial liabilities designated at fair value through profit or loss
Interest rate derivatives
Currency derivatives
Hedging derivatives
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE

(1)

Level 3

16,502
720
337

383
17,222

3,183
3,183

20,405

6/30/2020
Level 2
Level 3
81,623
52,654
33,731
4,979
12,295
965
684
15,396
149,673
373
161
212
373
15,101
15,101
8,567
2,441
11,008
176,156

583
2,169
337
674
828
326
5
2,752
394
389
394
7,927
2
7,929

11,076

TOTAL
98,709
55,543
34,067
5,990
13,123
1,291
1,072
15,396
169,647
768
550
212
768
23,028
3,185
26,213
8,567
2,441
11,008
207,636

Excluding economic hedging.
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Level 1

in millions of euros

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Credit derivatives
Other derivatives
Financial assets at fair value through profit or loss – Held for trading
(1)

11,859
11,859
35,915
35,915
924
2
679

243
48,698

Derivatives
Interest rate derivatives
Currency derivatives
Financial assets at fair value through profit or loss – Economic
hedges
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets designated at fair value through profit or loss
Equity instruments
Loans due from banks and customers
Debt securities
Financial assets at fair value through profit or loss – Non-standard
Equity instruments
Shares and other equity securities
Financial assets at fair value through profit or loss – Excluding assets
held for trading
Debt instruments
Loans due from banks and customers
Debt securities
Equity instruments
Shares and other equity securities
Financial assets at fair value through other comprehensive income
Interest rate derivatives
Currency derivatives
Hedging derivatives
TOTAL FINANCIAL ASSETS AT FAIR VALUE

(1)

12/31/2019
Level 2

Level 3

TOTAL

102,588
99,867
2,721
185
185
48,143
34,474
2,408
10,637
373
251

3,042
2,701
341
60
60
2,088
819
262
778
230

117,489
102,568
14,921
36,160
36,160
51,156
35,294
3,349
11,415
602
495

150,916
515
316
199

5,190
12
12

204,805
527
328
199

515

12

527

2,397

45
2
43
45
1,763
1,622
141

2,430
1,235
1,195

45
2
43
45
6,590
2,856
3,734

2,397
230
230

1,763
10
10

2,430
641
641

6,590
880
880

230
14,853

10
680
1
679
167
167
848
6,511
1,358
7,870
161,966

641
52
39
12
1,179
1,178
1,230

880
15,585
41
15,544
1,531
1,531
17,116
6,512
1,359
7,870
237,832

2,397

14,853
185
185
15,038

66,363

9,504

Excluding economic hedging.
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Level 1

in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Other financial liabilities
Financial liabilities at fair value through profit or loss – Held for
trading (1)
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Financial liabilities at fair value through profit or loss – Economic
hedges
Debt securities
Other financial liabilities
Financial liabilities designated at fair value through profit or loss
Interest rate derivatives
Currency derivatives
Hedging derivatives
TOTAL FINANCIAL LIABILITIES AT FAIR VALUE

(1)

18,534
674
437

238

19,208

12/31/2019
Level 2

Level 3

TOTAL

95,057
47,494
31,825
4,073
10,733
502
361
13,119

809
1,709
551
315
526
316
1

114,398
49,877
32,375
4,825
11,259
818
600
13,119

155,670
253
110

2,518
393
393

177,396
648
502
0
146

393
9,366
2
9,368

648
26,636
3,699
30,335
7,572
2,540
10,113
218,491

145
253
17,270
3,696
3,696

22,905

17,270
7,572
2,540
10,112
183,306

12,280

Excluding economic hedging.
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9.1.2

Breakdown of financial assets and liabilities classified in Level 3 of the fair value hierarchy

Transactions carried out
during the period

Gains and losses recognized during the period

in millions of euros

12/31/2019

In the income statement (1)
On
transactions
On removed from
transactions in
the balance
progress at the
sheet at the
reporting date reporting date

In other
comprehensive
income

Transfers during
the period

From and
to another
level (2)

Other
changes (3)

6/30/2020

(5,278)

(127)

(2)

1,620

Purchases /
Issues

Sales /
Redemptions

399

3,646

To another
reporting
category

FINANCIAL ASSETS
Debt instruments
Loans due from banks and
customers
Debt securities
Equity instruments
Shares and other equity securities
Derivatives

3,042

(60)

2,701

68

5

2,433

(3,528)

(115)

(2)

1,562

341

(128)

394

1,213

(1,750)

(12)

(1)

58

60

(60)

60

(60)

2,088

(429)

188

683

(322)

75

(27)

2,256

Interest rate derivatives

819

(97)

(12)

26

(97)

(38)

(3)

598

Equity derivatives

262

(437)

206

602

(156)

(66)

(3)

407

Currency derivatives

778

127

(4)

53

(65)

169

(9)

1,050

Credit derivatives
Financial assets at fair value
through profit or loss – Held for
trading (4)

230

(21)

(3)

2

(5)

10

(13)

201

5,190

(489)

587

4,329

(5,600)

(51)

(90)

3,876

Derivatives

12

21

32

Interest rate derivatives
Financial assets at fair value
through profit or loss – Economic
hedges

12

21

32

12

21

32

Debt instruments
Loans due from banks and
customers

2,430

(22)

191

(252)

(49)

2,299

1,235

16

187

(199)

(49)

1,191

Debt securities
Financial assets at fair value
through profit or loss – Nonstandard

1,195

(38)

4

(53)

1,108

2,430

(22)

191

(252)

(49)

2,299

Equity instruments

641

(5)

(1)

3

(57)

(3)

61

639

Shares and other equity securities
Financial assets at fair value
through profit or loss – Excluding
assets held for trading

641

(5)

(1)

3

(57)

(3)

61

639

641

(5)

(1)

3

(57)

(3)

61

639

52

1

(28)

(10)

15

39

1

(26)

Debt instruments
Loans due from banks and
customers
Debt securities

12

15

(2)

(10)

Equity instruments

1,178

1

11

35

(3)

20

10

(3)

1,249

Shares and other equity securities
Financial assets at fair value
through other comprehensive
income

1,178

1

11

35

(3)

20

10

(3)

1,249

1,230

1

11

36

(30)

20

10

(13)

1,263
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Gains and losses recognized
during the period

in millions of euros

Transactions carried out
during the period

Transfers during
the period

In the income statement (1)
On
transactions
removed
On
from the
transactions balance sheet
in progress at at the
To another
the reporting reporting
Purchases / Sales /
reporting
12/31/2019 date
date
Issues
Redemptions category

From and
to another
level (2)

Other
changes (3)

6/30/2020

FINANCIAL LIABILITIES
Debt securities

809

19

(27)

517

(734)

1,709

412

(117)

168

(161)

196

(37)

2,169

- Interest rate derivatives

551

(217)

(42)

66

(16)

(2)

(2)

337

- Equity derivatives

315

482

(80)

85

(139)

8

3

674

- Currency derivatives

526

128

6

14

(3)

179

(23)

828

- Credit derivatives

316

26

2

(4)

1

(15)

326

- Other derivatives

1

(8)

Derivatives

Financial liabilities at fair value through profit or
loss – Held for trading (4)

2,518

431

Derivatives

393

12

Interest rate derivatives

393

(4)

Equity derivatives
Financial liabilities at fair value through profit or
loss – Economic hedges
Debt securities
Other financial liabilities
Financial liabilities designated at fair value through
profit or loss

10

(144)

685

393

12
(1,102)

(895)

196

5

(38)

(11)

394

(9)

5

(11)
404

2,631

(3,255)

394
(55)

(63)

2
9,368

2,752
389

14

9,366

583

7,927
2

(1,102)

404

2,631

(3,255)

(55)

(63)

7,929

(1)

The main impacts recognized in the income statement are mentioned in Note 4.3.
The main transfers to and from Level 3 are described in Note 9.1.3.
(3) Other changes mainly include the impact of changes in the consolidation scope and foreign exchange gains and losses.
(4) Excluding economic hedging.
(2)
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Gains and losses recognized during the period

in millions of euros

12/31/2018

In the income statement (1)
On
On
transactions
transactions removed from
in progress at
the balance
In other
the reporting
sheet at the comprehensive
date reporting date
income

Transactions carried out
during the period

Purchases /
Issues

Sales /
Redemptions

Transfers during the period

To another From and
reporting to another
category
level (2)

Other
changes (3) 12/31/2019

FINANCIAL ASSETS
Debt instruments

2,889

Loans due from banks and customers

2,814

Debt securities

75

65

148

8,575

(8,431)

(122)

(110)

92

169

7,225

(7,386)

(122)

(116)

(27)

(21)

1,350

(1,045)

Equity instruments

928

Interest rate derivatives

193

330

(10)

Equity derivatives

402

643

(251)

(89)

(91)

231

156

44

(2)

22

4,648

992

(207)

9,053

Credit derivatives
Financial assets at fair value through
profit or loss – Held for trading (4)

25

2,701

(55)

1,007

(355)

418

341
60

60
1,759

Currency derivatives

3,042

60

Shares and other equity securities
Derivatives

6

(30)

60
(910)

147

10

(80)

155

(768)
(61)

(315)

(9,341)

(121)

101

2,088

376

1

819

85

(5)

262

96

778

1

9

230

37

129

5,190

Derivatives

79

(1)

(17)

(23)

(58)

12

Interest rate derivatives

70

(2)

(17)

(23)

(49)

12

Equity derivatives
Currency derivatives
Financial assets at fair value through
profit or loss – Economic hedges

9

79

(9)

(1)
200

(17)

Debt instruments

2,612

Loans due from banks and customers

1,366

15

Debt securities

1,246

185

29

Financial assets at fair value through
profit or loss – Non-standard

(23)

29

(26)

12

(316)

(59)

(41)

2,430

2

(41)

(59)

(48)

1,235

4

(276)

8

1,195

5

2,612

200

29

5

(316)

(41)

2,430

Equity instruments

611

36

7

32

(29)

(3)

(13)

641

Shares and other equity securities
Financial assets at fair value through
profit or loss – Excluding assets held for
trading

611

36

7

32

(29)

(3)

(13)

641

611

36

7

32

(29)

(3)

(13)

641

28

(12)

2

28

(12)

2

Debt instruments

33

Loans due from banks and customers

21

Debt securities

12

1

(59)

52
39
1

12

Equity instruments

812

49

88

401

(180)

(27)

34

1,178

Shares and other equity securities

812

49

88

401

(180)

(27)

34

1,178

Financial assets at fair value through
other comprehensive income

846

49

88

429

(192)

(25)

(1,230)

1,230
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Gains and losses recognized
in the income statement
during the period

in millions of euros

In the income statement (1)
On
transactions
On
removed
transactions
from the
in progress
balance
at the sheet at the
reporting
reporting
12/31/2018
date
date

Transactions carried out
during the period

Purchases /
Sales /
Issues Redemptions

Transfers during
the period

To another
reporting
category

From and
to another Other
level (2) changes (3)

12/31/2019

FINANCIAL LIABILITIES
Debt securities

1,176

37

(37)

1,161

(1,526)

Derivatives

1,782

(90)

(232)

202

(297)

(2)
63

809

197

(252)

1,709

(336)

551

- Interest rate derivatives

218

63

(22)

45

(41)

286

- Equity derivatives

569

(249)

(218)

114

(188)

277

9

315

- Currency derivatives

751

50

5

41

(17)

(368)

64

526

- Credit derivatives

244

44

3

2

(52)

11

316

- Other derivatives
Financial liabilities at fair value through profit or
loss – Held for trading (4)

63

1

1

1

2,957

(53)

(269)

(2,666)

2,518

Derivatives

522

128

(26)

(209)

(411)

393

Interest rate derivatives

499

(20)

(26)

(38)

(411)

392

Equity derivatives
Financial liabilities at fair value through profit or
loss – Economic hedges

23

148

522

128

(26)

Debt securities

244

475

(2)

3

(1)

247

475

Other financial liabilities
Financial liabilities designated at fair value through
profit or loss

1,364

(1,823)

63

195

(171)
(209)
3,339

(1,905)

2

4,975

(416)

393

2,238

9,366
2

(2)

3,339

(1,905)

2

4,975

2,238

9,368

(1)

The main impacts recognized in the income statement are mentioned in Note 4.3.
The main transfers to and from Level 3 are described in Note 10.1.3.
(3) Other changes mainly include the impact of changes in the consolidation scope and foreign exchange gains and losses.
(4) Excluding economic hedging.
(2)
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9.1.3

Breakdown of fair value hierarchy transfers

The amounts of transfers indicated in this statement are those of the last valuation preceding the transfer.
H1 2020

in millions of euros

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

530

92

13

530
146

92
59

13
339
1

81

44

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Credit derivatives
Other derivatives
Other
Financial assets at fair value through profit or
loss – Held for trading (1)
Debt instruments
Loans due from banks and customers
Financial assets at fair value through profit or
loss – Non-standard
Equity instruments
Shares and other equity securities
Financial assets at fair value through profit or
loss – Excluding assets held for trading
Debt instruments
Debt securities
Financial assets at fair value through other
comprehensive income

65

15

866
1

151

327
11

140
115
25
264
39
66
158
1

352

404

1

117
117

536
536

117

536

10

H1 2020
in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Financial liabilities at fair value through profit or
loss – Held for trading (1)
Derivatives
Interest rate derivatives
Financial liabilities at fair value through profit or
loss – Economic hedges
Debt securities
Financial liabilities designated at fair value through
profit or loss
(1)

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

33
106

34

20

34

361
1
30
318
1
11

165
3
22
139

361

165

233

288

233

288

85
139

35

1

Excluding economic hedging.
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Fiscal year 2019
in millions of euros

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

FINANCIAL ASSETS
Debt instruments
Loans due from banks and customers
Debt securities
Derivatives
Interest rate derivatives
Equity derivatives
Currency derivatives
Financial assets at fair value through profit or loss – Held for
trading (1)
Debt instruments
Loans due from banks and customers
Debt securities
Financial assets at fair value through profit or loss – Nonstandard
Equity instruments

287
54
233
16

119

6

119
111

16

109

6
486
381
90
13

306

230

116
116
339
5
5
328

492
(59)
(59)

455

(59)
(1)

Shares and other equity securities
Financial assets at fair value through profit or
loss – Excluding assets held for trading
Debt instruments
Debt securities
Financial assets at fair value through other comprehensive
income

(1)
(1)
273
273

588
588

273

588

Fiscal year 2019
in millions of euros

FINANCIAL LIABILITIES
Debt securities
Derivatives
- Interest rate derivatives
- Equity derivatives
- Currency derivatives
- Credit derivatives
- Other derivatives
Financial liabilities at fair value through profit or loss – Held
for trading (1)
Derivatives
Interest rate derivatives

From

Level 1

Level 1

Level 2

Level 2

Level 3

Level 3

To

Level 2

Level 3

Level 1

Level 3

Level 1

Level 2

12

83
116

12

115

2
401
15
10
376

1
12

199

Financial liabilities at fair value through profit or
loss – Economic hedges
Debt securities
Financial liabilities designated at fair value through profit or
loss
(1)

598
302
287
8
1

598
(1)
(1)

403

(1)
4,975
4,975

Excluding economic hedging.

9.1.4

Sensitivity of Level 3 assets and liabilities to changes in the principal assumptions

At June 30, 2020, Natixis calculated the sensitivity of the fair value of its financial instruments measured using unobservable
inputs. With the aid of probable assumptions, this sensitivity was used to estimate the impacts of market fluctuations in an
uncertain economic environment. This estimate was made using assumptions of additional valuation adjustments for fixed
income, currency and equity instruments, representing a potential impact of €35 million on the income statement, including
€9 million in equity instruments and derivatives.

9.2

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES AT AMORTIZED COST

For financial instruments not measured at fair value on the balance sheet, fair value calculations are provided for
information purposes and must only be interpreted as estimates.
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In most cases, the values indicated are not liable to be realized and generally may not be realized in practice.
These fair values are thus only calculated for information purposes in the notes to the financial statements. They are not
indicators used in the interest of overseeing retail banking activities, for which the management model is based on the
collection of expected cash flows.
The simplified assumptions used to measure the fair value of instruments at amortized costs are presented in Note 9.1.

6/30/2020
in millions of euros

FINANCIAL ASSETS AT AMORTIZED COST
Loans and receivables due from banks
Loans and receivables due from customers
Debt securities
FINANCIAL LIABILITIES AT AMORTIZED COST
Amounts due to banks
Amounts due to customers
Debt securities
Subordinated debt

12/31/2019

Fair value

Fair value

153,851
182,766
13,307

131,050
181,985
14,000

207,545
55,980
222,831
17,994

114,427
50,166
225,742
18,459
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Note 10 Income taxes
10.1

INCOME TAX

Accounting principles
Income tax includes all domestic and foreign taxes payable on the basis of taxable profits. Income tax also includes taxes,
such as withholding taxes, which are payable by a subsidiary, an associate or a joint arrangement on distributions of
dividends to the entity that draws up financial statements. The CVAE (Business Added Value Tax) is not considered as
income tax.
Income tax includes:
- current taxes, which are the amount of income taxes payable on taxable profit or recoverable on a tax loss over a given
period. They are calculated on the taxable income for the period for each fiscal entity in the tax consolidation scope by
applying the applicable tax rates and rules set by the tax authorities and on the basis of which tax shall be paid (received).
- deferred taxes.
Where it is probable that one of the Group’s tax positions will not be accepted by the tax authorities, this situation is
reflected in the financial statements when calculating current tax (due or recoverable) and deferred tax (asset or liability).
IAS 12 “Income taxes” gave no particular details on how to account for uncertainties in income taxes, and was clarified by
IFRIC 23 “Uncertainty over Income Tax Treatments”, which was adopted by the European Commission on October 23,
2018 with effect from January 1, 2019.
The Interpretation clarifies how to apply the deferred income tax recognition and measurement requirements when there
is uncertainty over income tax treatments. If there is doubt as to the acceptability of the income tax treatment by the tax
authority under tax law, then this tax treatment is an uncertain tax treatment. Assuming it is likely that the tax authority will
not accept the income tax treatment used, IFRIC 23 states that the amount of the uncertainty to be reflected in the financial
statements shall be estimated using the method that will better predict the resolution of the uncertainty. To determine this
amount, two approaches may be used: the most likely amount or the expected value of the tax treatment (that is, the
weighted average of the different scenarios possible). Furthermore, IFRIC 23 requires the measurement of tax
uncertainties to be reassessed if facts and circumstances change or new information arises.
Tax uncertainties are reported as assets or liabilities and according to whether they relate to a current or deferred tax under
the balance sheet headings “Deferred tax assets”, “Current tax assets”, “Deferred tax liabilities” and “Current tax liabilities”.

H1 2020

H1 2019

Current income tax expense

27

(186)

Deferred tax assets and liabilities

65

(184)

INCOME TAX

92

(371)

in millions of euros
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Reconciliation between the tax charge in the financial statements and the theoretical tax charge

H1 2020
in millions of
euros
Net income attributable to equity holders of the parent

H1 2019
Tax rate

in millions of
euros

(419)

120

Non-controlling interests
Share in net income of associates

(11)
(53)

278
(106)

Income taxes

(92)

370

(576)

751

Change in the value of goodwill

Tax rate

88

INCOME BEFORE TAX AND CHANGES IN THE VALUE OF GOODWILL (A)
Standard income tax rate in France (B)

32.02%

34.43%

Theoretical income tax expense (income) at the tax rate applicable in
France (AxB)

184

Impact of the change in unrecognized deferred tax assets and liabilities

(12)

2.1%

(95)

(136)

23.6%

(171)

22.8%

3

(0.5%)

6

(0.8%)

Difference in tax rates on income taxed outside France
Tax on prior periods, tax credits and other tax (2)

(3)
16

0.5%
(2.8%)

101
46

(13.4%)
(6.1%)

Other items (3)
INCOME TAX EXPENSE (INCOME) RECOGNIZED

40
92

(6.9%)

1
(370)

(0.1%)

Effects of permanent differences (1)
Reduced rate of tax and tax-exempt activities

EFFECTIVE TAX RATE (INCOME TAX EXPENSE DIVIDED BY TAXABLE INCOME)

(259)

16.0%

12.7%

49.3%

(1)

Permanent differences primarily consist of the impact of the contribution to the SRF (Single Resolution Fund), which is a non-deductible expense (see Note 4.7), the
share of costs and expenses on dividends received and the impact of the loss of control of Coface, which generated a non-deductible loss.
(2) Tax on prior periods, tax credits and other tax mainly includes tax credits and the impact of tax audits and the resolution of ongoing disputes.
(3) Other items mainly include the impacts of the tax consolidations by Groupe BPCE and Natixis and the impact of the decrease in tax rates under the recent Finance Acts
(revaluation of existing items at December 31, 2018).
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Note 11 Other information
11.1

SEGMENT REPORTING

Segment reporting has been modified as of the first quarter of 2019, consistent with the strategic plan.
The BPCE SA group has three core businesses:
Retail Banking and Insurance, which is central to the transformation, includes:
• Financial Solutions and Expertise, a sub-division encompassing the specialized financing activities: Factoring, Leasing,
Consumer Finance, Sureties & Financial Guarantees, and Retail Securities Services (formerly housed in the Specialized
Financial Services (SFS) sub-division), in addition to Socfim, CFI and Pramex (formerly in Other Networks);
• Insurance, a Natixis business line serving the Groupe BPCE networks and their customers;
• Payments, which offers a full range of payment and prepaid solutions to local businesses, online and via mobile devices
(formerly housed within SFS). The Payments activity is now a business line in its own right.
• Other Networks, which include Banque Palatine and Oney Bank.
Asset & Wealth Management, a Natixis business line consisting of:
• Asset Management, which operates on several international markets, combining expertise in investment management
and distribution;
• Wealth Management, with Natixis Wealth Management, which offers wealth management and financing solutions for
large private-sector investors;
• employee savings, “Natixis Interépargne” is a top-tier player in employee savings plan management in France (previously
housed in SFS);
Corporate & Investment Banking, a division of Natixis:
• Corporate & Investment Banking advises and supports corporates, institutional investors, insurance companies, banks
and public sector entities. Film and Audiovisual Financing is being reassigned to Corporate & Investment Banking
(formerly housed within SFS).
The Corporate Center, which primarily includes:
• the Group’s central institution and holding companies;
• Natixis’ equity interests in Coface, Natixis Algérie and Natixis Private Equity;
• the run-off activities of Crédit Foncier and BPCE International;
• cross-business activities;
• items related to goodwill impairment and the amortization of valuation differences, as these items form part of the Group’s
acquisition and investment strategy;
• the contribution to the Single Resolution Fund.
Segment reporting for BPCE SA group has been restated for previous reporting periods and also takes account of the
transfer of the subsidiaries Banque de Tahiti, Banque de Nouvelle Calédonie, Société Havraise de Calédonie from Groupe
BPCE International to the Caisse d’Epargne network.
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11.1.1 Segment analysis of the consolidated income statement
Results by division(1)(2)
Retail Banking and
Insurance*

Asset & Wealth
Management

Corporate &
Investment Banking

Corporate Center

BPCE SA group

in millions of euros
Net banking income

H1-20 pf

H1-19 pf

H1-20

H1-19 pf

H1-20

H1-19 pf

H1-20

H1-19 pf

H1-20 pf

1,565

1,322

1,478

1,705

1,207

1,654

77

306

4,327

4,987

Operating expenses

(1,003)

(851)

(1,116)

(1,163)

(1,034)

(1,105)

(850)

(1,028)

(4,003)

(4,148)

Gross operating income
Cost/income ratio
Cost of risk
Share in net income of associates
Gains or losses on other assets

562

470

362

542

173

549

(772)

(722)

324

839

64.1%

64.4%

75.5%

68.2%

85.7%

66.8%

ns

ns

92.5%

83.2%

(126)

(47)

(10)

(1)

(469)

(134)

(51)

(15)

(656)

(197)

(13)

6

1

0

5

0

8

2

(0)

423

437

354

541

6

93

94

86

106

(15)

(134)

(25)

(132)

(33)

(291)

405

(864)

(749)

(378)

634

Change in the value of goodwill
Income before tax
Income tax

H1-19 pf

(82)

(82)

(127)

(151)

(97)

(151)

79

(114)

237

100

92

(316)

Non-controlling interests (minority
interests)

(52)

(43)

(109)

(181)

60

(89)

70

89

(31)

(224)

NET INCOME ATTRIBUTABLE TO EQUITY
HOLDERS OF THE PARENT - excl. net
contribution by Coface

245

243

148

209

(153)

202

(557)

(560)

(317)

94

(102)

24

(102)

24

Net contribution by Coface (1)
Transition from pro forma to reportable
net income attributable to equity holders
of the parent (2)
8
REPORTABLE NET INCOME ATTRIBUTABLE
TO EQUITY HOLDERS OF THE PARENT
245
251
148
209
* Excluding the Banques Populaires, Caisses d’Epargne and their consolidated subsidiaries.

(6)
(153)

202

(659)

(542)

2
(419)

120

Results of the Retail Banking and Insurance sub-divisions
Financial Solutions
and Expertise
in millions of euros

Insurance

Payments

H1-20

H1-19

H1-20

H1-19

H1-20

H1-19 pf

H1-20

H1-19 pf

Net banking income

528

526

449

425

198

208

389

163

1,565

1,322

Operating expenses

(301)

(307)

(250)

(241)

(190)

(181)

(261)

(122)

(1,003)

(851)

218

199

184

8

27

128

41

562

470

58.4% 55.7% 56.7%

95.8%

87.2%

67.1%

74.8%

64.1%

64.4%

2

(1)

(102)

(25)

(126)

(47)

0

0

(13)

6

0

0

7

0

8

26

26

24

423

437

Gross operating income
Cost/income ratio
Cost of risk

227
57.1%
(26)

(22)

Share in net income of associates

(13)

Gains or losses on other assets
Income before tax

H1-20 H1-19

Retail Banking and
Insurance

Other Networks

5

0
201

197

186

189

10

(1) Segment information for the first half of 2019 has been restated for the contribution of Coface, with an impact on net income attributable to equity holders

of the parent of -€24 million.
(2) Half year 2019 segment reporting information is shown pro forma of the deconsolidation of subsidiaries Banque de Tahiti, Banque de Nouvelle Calédonie

and Société Havraise de Calédonie, with an impact on net income attributable to equity holders of the parent of -€2 million, including -€91 million on net
banking income, and +€40 million on operating expenses.
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11.2

PARTNERSHIPS AND ASSOCIATES

11.2.1 Investments in associates
11.2.1.1

Partnerships and other associates

The Group’s main investments in joint ventures and associates are as follows:
in millions of euros

6/30/2020

12/31/2019

CNP Assurances (group) (1)
EDF Investments Group (EIG)
Coface
Socram Banque
Other
Financial sector companies
Other
Non-financial companies

2,741
525
170
41
223
3,700
133
133

2,821
520
///
49
252
3,642
127
127

TOTAL INVESTMENTS IN ASSOCIATES

3,833

3,769

(1)

Application of IFRS 9 (IFRS 4 amendment) postponed to January 1, 2022 (see Note 8 on Insurance activities).
(2) Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).

11.2.1.2

Financial data for the main joint arrangements and associates

Summarized financial data for material joint ventures and/or companies under notable influence are as follows (based on
the last available data published by the entities in question):
Associates
CNP Assurances
(group)

in millions of euros

DIVIDENDS RECEIVED

Coface (2)

Socram Banque

(98)

MAIN AGGREGATES
Total assets

429,178

7,314

1,665

Total liabilities

410,280

5,398

1,438
16

Income statement
Operating income or net banking income

1,182

44

Income tax

(412)

(20)

Net income

770

24

1

CARRYING VALUE OF INVESTMENTS IN ASSOCIATES
Equity of associates (1)

18,898

1,916

227

Percentage of ownership

16.11%

12.70%

33.42%

VALUE OF INVESTMENTS IN ASSOCIATES

2,831

170

41

MARKET VALUE OF INVESTMENTS IN ASSOCIATES

1,134

113

///

(1)
(2)

The equity used by Groupe BPCE to consolidate CNP Assurances (group) via the equity method is subject to restatement (deeply subordinated notes).
Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).

Groupe BPCE has no interest in any joint venture that has a material impact on the consolidated financial statements.
Summarized financial data for non-material joint ventures and companies under significant influence at June 30, 2020 is
as follows:
in millions of euros

Value of investments in associates

H1 2020

H1 2019

3,833

3,690

53

106

53

104

Total amount of share in:
Net income
Gains and losses recognized directly in other comprehensive income
COMPREHENSIVE INCOME

11.2.1.3

(2)

Nature and scope of major restrictions

BPCE SA group has not encountered any major restrictions relating to interests held in associates and joint ventures.
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11.2.2 Share in net income of associates
in millions of euros

CNP Assurances (group)
EDF Investments Group (EIG)

H1 2020

H1 2019

101

111

5

11

Coface (1) (2)

(33)

///

Socram Banque (3)
Other (4)
Financial sector companies
Other
Non-financial companies
SHARE IN NET INCOME OF ASSOCIATES

(10)
(12)
52
1
1
53

(25)
5
102
4
4
106

(1)

Coface has been consolidated under the equity method since January 1, 2020 (see Note 1.3).
income shown for Coface includes the impairment of -€36 million representing the Group’s percentage holding.
(3) Net income shown for Socram Banque includes the impairment of -€10 million representing the Group’s percentage holding.
(4) Net income from other entities includes an impairment of -€14 million on Adir.
(2) Net

11.2.3 Impairment tests on associates
At June 30, 2020, Socram Banque was consolidated using the equity method based on the Group’s 33.4% holding.
In the context of the public health crisis, an impairment test was performed at June 30, 2020. The value in use was
primarily calculated by discounting the hypothetical sum of total distributable future cash flows while factoring in regulatory
constraints (using the Dividend Discount Model (DDM)) as arising from the latest forecasts produced in light of the crisis
in the first half of 2020.
The following assumptions were used: a discount rate of 9% and a long-term growth rate of 2%.
Following this test, an impairment charge of €10 million was recorded in the Group’s financial statements at June 30,
2020.
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Note 12 Details of the scope of consolidation
12.1

SECURITIZATION TRANSACTIONS

Accounting principles
Securitization is a financial engineering technique that aims to enhance balance sheet liquidity. From a technical
perspective, assets to be securitized are grouped according to the quality of the associated collateral or guarantees, and
sold to special purpose entities that finance their acquisition by issuing securities underwritten by investors.
Entities created specifically for this purpose are consolidated if the Group exercises control over them. Control is assessed
according to the criteria provided in IFRS 10.

SECURITIZATION TRANSACTIONS WITHIN GROUPE BPCE
Groupe BPCE had completed no new internal securitization transactions as of June 30, 2020.

SECURITIZATION TRANSACTIONS CARRIED OUT WITH FULL OR PARTIAL DERECOGNITION
Note: Crédit Foncier has entered into two public securitizations backed by home loans (Crédit Foncier Home Loans No. 1
in May 2014 and Crédit Foncier Home Loans No. 2 in August 2015).
As receivables manager, Crédit Foncier does not have the ability to use its power to influence the variability of returns.
Therefore, it does not control the securitization funds within the meaning of IFRS 10, and the funds are not consolidated.
However, given its ongoing ties with CFHL-2, the criteria needed to establish full derecognition of assets under IFRS 9 are
not entirely met. As a result, the transaction is eligible for derecognition under IFRS 10, and partially eligible under IFRS 9.
The transferred assets are recognized in proportion to Crédit Foncier’s continued involvement. As a result, the Group
continues to recognize the maximum loss associated with each of its residual ties to the fund (swaps, clean-up calls,
management fees) in balance sheet assets.
These adjustments led to the recognition of total assets of €58 million and total liabilities of €8 million at June 30, 2020.
The fair value of these residual ties is remeasured at each reporting date.
At June 30, 2020, the net impact of the CFHL-2 transactions was +€5 million.
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4.4 Statutory Auditors’ Review Report on the Half-yearly Financial
Information of groupe BPCE SA
For the period from January 1 to June 30, 2020
To the Shareholders

In compliance with the assignment entrusted to us by your Annual General Meetings and in accordance with the
requirements of article L. 451-1-2-III of the French Monetary and Financial Code ("Code monétaire et financier"), we hereby
report to you on:
− the review of the accompanying condensed half-yearly consolidated financial statements of BPCE SA group, for the
period from January 1 to June 30, 2020,
− the verification of the information presented in the half-yearly management report.
These condensed half-yearly consolidated financial statements are the responsibility of the Management Board on July
31st, 2020 on the basis of the information available at that date in the evolving context of the crisis related to Covid-19 and
of difficulties in assessing its impact and future prospects. Our role is to express a conclusion on these financial statements
based on our review.

I. Conclusion on the financial statements
We conducted our review in accordance with professional standards applicable in France. A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with
professional standards applicable in France and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.
Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed halfyearly consolidated financial statements are not prepared, in all material respects, in accordance with IAS 34 - standard of
the IFRSs as adopted by the European Union applicable to interim financial information.

II. Specific verification
We have also verified the information presented in the half-yearly management report on the condensed half-yearly
consolidated financial statements subject to our review prepared on July 31st, 2020.
We have no matters to report as to its fair presentation and consistency with the condensed half-yearly consolidated
financial statements.

Paris-La Défense and Neuilly-sur-Seine, August 6th, 2020
French original signed by
The Statutory Auditors

Deloitte & Associés

PricewaterhouseCoopers Audit

Mazars

Marjorie Blanc Lourme

Nicolas Montillot

Charles de Boisriou

Emmanuel Benoist
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4.5 Statutory Auditors
4.5.1 Statutory Auditors of BPCE
BPCE’s Statutory Auditors are responsible for auditing the individual financial statements of BPCE and the consolidated
financial statements of Groupe BPCE and BPCE SA group. At June 30, 2020, the Statutory Auditors were:
PricewaterhouseCoopers Audit

Deloitte & Associés

Mazars

63, rue de Villiers

6, place de la Pyramide

61, rue Henri-Regnault

92208 Neuilly-sur-Seine Cedex

92908 Paris-La Défense Cedex

92075 Paris-La Défense Cedex

PricewaterhouseCoopers Audit (672006483 RCS Nanterre), Deloitte et Associés (572028041 RCS Nanterre) and Mazars
(784824153 RCS Nanterre) are registered as Statutory Auditors, members of the Compagnie Régionale des Commissaires
aux Comptes de Versailles and under the authority of the Haut Conseil du Commissariat aux Comptes.

PRICEWATERHOUSECOOPERS AUDIT
The Annual General Shareholders’ Meeting of BPCE of May 22, 2015, voting under the conditions of quorum and majority
applicable to Ordinary General Shareholders’ Meetings, resolved to renew the term of PricewaterhouseCoopers Audit for
a period of six fiscal years, i.e. until the Ordinary General Shareholders’ Meeting to be held in 2021, convened to approve
the financial statements for the year ending December 31, 2020.
PricewaterhouseCoopers Audit is represented by Nicolas Montillot and Emmanuel Benoist.
Substitute: Jean-Baptiste Deschryver, of 63, rue de Villiers, 92208 Neuilly-sur-Seine Cedex, appointed for a period of six
fiscal years, i.e. until the Ordinary General Shareholders’ Meeting to be held in 2021, convened to approve the financial
statements for the year ending December 31, 2020.

DELOITTE & ASSOCIES
The Annual General Shareholders’ Meeting of BPCE of May 22, 2015, voting under the conditions of quorum and majority
applicable to Ordinary General Shareholders’ Meetings, resolved to appoint Deloitte & Associés for a period of six fiscal
years, i.e. until the Ordinary General Shareholders’ Meeting to be held in 2021, convened to approve the financial
statements for the year ending December 31, 2020.
Deloitte & Associés is represented by Sylvie Bourguignon and Marjorie Blanc Lourme.
Substitute: BEAS, represented by Damien Leurent, of 6, place de la Pyramide, 92908 Paris-La Défense, appointed for a
period of six fiscal years, i.e. until the Ordinary General Shareholders’ Meeting to be held in 2021, convened to approve
the financial statements for the year ending December 31, 2020.

MAZARS
Following a proposal made by the Supervisory Board and the opinion of the Audit Committee, the Annual General
Shareholders’ Meeting of BPCE of May 24, 2019, voting under the conditions of quorum and majority applicable to Ordinary
General Shareholders’ Meetings, resolved to appoint Mazars for a period of six fiscal years, i.e. until the Ordinary General
Shareholders’ Meeting to be held in 2025, convened to approve the financial statements for the year ending
December 31, 2024.
Mazars is represented by Charles de Boisriou.
Substitute: Anne Veaute, of 61, rue Henri-Regnault, 92075 Paris-La Défense Cedex, appointed for a period of six fiscal
years, i.e. until the Ordinary General Shareholders’ Meeting held in 2025, convened to approve the financial statements
for the year ended December 31, 2024.
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5 RISK REPORT
5.1 Key figures

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 279

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 280



ADDITIONAL INDICATORS

Cost of risk (in basis points)(1)
Non-performing/gross outstanding loans
Impairment recognized/non-performing loans
Groupe BPCE’s consolidated VaR (in millions of euros)
LCR(2)
Liquidity reserves (in billions of euros)
1

Excluding non-recurring items.

2

One-month average LCR over 12 months.

12/31/2020

12/31/2019

42

19

2.7%

2.7%

44.9%

45.9%

12.1

8.5

147%

141%

319

231
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5.1.1 Types of risk

Risk macro-categories

Credit and counterparty risks

Definitions

The risk of loss resulting from the inability of clients, issuers or other counterparties to honor their
financial commitments. It includes counterparty risk related to market transactions (replacement risk)
and securitization activities. It can be exacerbated by concentration risk.

Financial risks

• Market risk

The risk of loss of value on financial instruments resulting from changes in market inputs, from the
volatility of these inputs or from the correlations between these inputs. These inputs are exchange rates,
interest rates and prices of securities (equities, bonds), commodities, derivatives or any other assets,
such as real estate assets.

• Liquidity risk

The risk that the Group cannot meet its cash requirements or collateral requirements when they fall due
and at a reasonable cost.

• Structural interest rate risk

The risk of loss in interest income or in the value of a fixed-rate structural position in the event of
changes in interest rates. Structural interest rate risks are associated with commercial activities and
proprietary transactions;

• Credit spread risk

Risk associated with a decline in the creditworthiness of a specific issuer or a specific category of
issuers.

• Foreign exchange risk

The risk of loss in interest income or in the value of a fixed-rate structural position in the event of
changes in exchange rates. Structural interest rate and foreign exchange risks are associated with
commercial activities and proprietary transactions.

Non-financial risks

• Non-compliance risk

The risk of a legal, administrative or disciplinary penalty, material financial loss or reputational risk
arising from a failure to comply with the provisions specific to banking and financial activities (whether
these are stipulated by directly applicable national or European laws or regulations), with professional
or ethical standards, or instructions from the executive body, notably issued in accordance with the
policies of the supervisory body.

• Operational risk

The risk of loss resulting from inadequacies or malfunctions attributable to procedures, employees and
internal systems (including in particular information systems) or external events, including events with
a low probability of occurrence, but with a risk of high loss.

Insurance underwriting risks

In addition to set-liability risk management (interest rate, valuation, counterparty and foreign exchange
risks), these risks include pricing risk in respect of mortality risk premiums and structural risks related
to life and non-life insurance activities, including pandemics, accidents and disasters (earthquakes,
hurricanes, industrial accidents, terrorist acts and military conflicts).

Strategic business and ecosystem
risks

• Solvency risk

The risk that the company will be unable to honor its long-term commitments and/or ensure the
continuity of its ordinary operations in the future.

• Climate risk

The vulnerability of banking activities to climate change, where a distinction can be made between
physical risk directly relating to climate change and transition risk associated with efforts to combat
climate change.
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5.1.2 Regulatory changes
Fiscal year 2019 ended with another European Banking Authority (EBA) Call for Advice - a call answered by Groupe BPCE
- aimed at measuring the impacts of applying the output floor at the individual level and the impacts of changing the
weightings applicable to intragroup transactions, given the ongoing controversy over the treatment of cross-border banking
groups and the opposition between “home” and “host” member states.
The work in progress being done by the EBA, alongside the ongoing transposition of Basel IV (into CRR3/CRD6) and
continuing work on the EDIS (European Deposit Insurance Scheme) were some of the top priorities for the industry in
2020.
All of which was disrupted or suspended, however, in light of the economic and financial consequences of the COVID-19
pandemic, reaching a scale not seen since the end of World War I. Authorities have launched multiple initiatives, particularly
on the prudential front, in a bid to address these consequences. The European Parliament and Council adopted a “CRR
Quick Fix” package that entered into force on June 27, 2020.
On March 27, 2020, the Basel Committee’s oversight body, the group of Central Bank Governors and Heads of Supervision
(GHOS) postponed the implementation of Basel 3 by one year in order to give banks and supervisory authorities greater
flexibility in dealing with the COVID-19 pandemic.

Solvency ratio measures
The European Central Bank (ECB) reduced capital requirements for banks (all buffers may be used, P2G requirements
completely relaxed, composition of P2R altered with the introduction of an AT1 and T2 percentage, countercyclical buffer
requirement relaxed - to 0% as decided by France’s financial stability board HCSF for example).
On March 27, the ECB also advised against paying out dividends until October 1, 2020. This recommendation applies in
particular to the payment of interest on cooperative shares issued by the Banques Populaires and the Caisses d’Epargne.
On May 27, the European Systemic Risk Board (ESRB) recommended extending distribution restrictions through January
1, 2021. The ECB backed the recommendation on July 28.

Measures on treatment of credit exposures
The EBA has provided for an exceptional prudential treatment aimed at not applying the “unlikeliness to pay” criterion that
triggers default, in the event government authorities or banks implement a moratorium.
In France, French banks published a press release on March 15 stating that payment deadlines on loan payments had
been deferred for their professional customers. The ACPR found the French marketplace protocol compliant in June 2020
and expanded it to the Tourism sector in July 2020.
Furthermore, the CRR Quick Fix package paved the way for the entry into force on June 30, 2020 of the CRR2 provision
aimed at reducing capital requirements for credit risk associated with exposures to SMEs and infrastructures (“supporting
factors”).

Liquidity measures
The SSM has allowed banks to “use” their short-term liquidity buffers and to drop below the 100% LCR requirement.

Supervision measures
The ECB has postponed the existing deadline for remedial actions imposed subsequent to on-site inspections (TRIM,
internal models). Transitional measures are also being planned for oversight of market risks.
Lastly, because some of the measures enacted by the authorities (e.g. government-backed loans) could have a negative
impact on the leverage ratio calculation, calibration of annual SRF contributions (calculation base) or backstops on NPLs
in the event of massive demand for capital, the banking industry is arguing for the relevant Level 1 regulations or the CRR2
deployment timetable to be reviewed as a result.
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5.2 Risk factors
The banking and financial environment in which Groupe BPCE operates is exposed to numerous risks which obliges it to
implement an increasingly demanding and strict policy to control and manage these risks.
Some of the risks to which Groupe BPCE is exposed are set out below. However, this is not a comprehensive list of all of
the risks incurred by Groupe BPCE in the course of conducting its business or given the environment in which it operates.
The risks presented below are those identified to date as significant and specific to Groupe BPCE, and liable to have a
material adverse impact on its business, financial position and/or results. For each of the risk sub-classes listed below, the
risk factor considered by Groupe BPCE as the most significant is listed first.
The “Covid-19” risk factor has been added to this section and ranked ahead of the thematic risk factors (credit and
counterparty risks, financial risks, etc.).
The risks presented below are those identified to date as liable to have an adverse impact on the businesses of BPCE SA
group and BPCE SA.
The risk factors described below are presented at the date of this document, and the situation described is subject to
ongoing developments and thus may change, perhaps significantly, at any time.

The ongoing coronavirus (COVID-19) pandemic and its economic consequences may adversely
impact the Group’s operations, results and financial position
The emergence of Covid-19 in late 2019 and rapid spread of the pandemic across the globe have adversely impacted
economic conditions in multiple business sectors, sparked a declined in the financial position of economic agents, while
also disrupting the financial markets. In response, many affected countries have been forced to implement preventive
health measures (closed borders, lockdown measures, restrictions on certain economic activities, etc.). In particular, the
sudden recession gripping affected countries and the drop in global trade have had and will continue to have negative
effects on global economic conditions for as long as global production, investments, supply chains and consumer spending
are impacted, in turn impacting the business operations of the Group, its customers and its counterparties.
In response, massive fiscal measures and monetary policy initiatives have been undertaken to stimulate activity. The
French government, for example, has instituted a government-backed loan program for businesses and professionals, and
set up partial unemployment measures along with other tax, social security and bill payment measures for individuals. For
its part, the European Central Bank has made access to highly substantial refinancing operations more abundant and less
expensive. Groupe BPCE has actively participated in the French government-backed loan program in the interest of
financially supporting its customers and helping them overcome the effects of this crisis on their activities and income (e.g.
automatic six-month deferral on loans to certain professional customers and micro-enterprises/SMEs). There is no way to
guarantee, however, that such measures will be enough to offset the negative impacts of the pandemic on the economy
or to fully stabilize the financial markets over the long term. The economic environment may get worse before it starts to
get better.
The lockdown measures taken in France, the Group’s main country of operation (76% of net exposures were located in
France at June 30, 2020), have taken a major toll on the business of economic agents. The Group’s results and financial
position are impacted by such measures, due to decreased income and a decline in the quality of assets both in general
and in certain particularly hard-hit sectors. The sectors most likely to be impacted at this point in the Corporate and
Professional Customers portfolio are Wholesale and Non-Food Retail Trade (gross exposure of €16.1 billion at June 30,
2020), Tourism-Hotels-Catering (gross exposure of €13.4 billion at June 30, 2020), Automotive (gross exposure of
€9.9 billion at June 30, 2020) and Real Estate Professionals excluding residential exposure (gross exposure of €5.1 billion
at June 30, 2020). The Oil & Gas sector has been very significantly impacted by a sharp drop in demand brought on by
the pandemic and by the initially uncoordinated supply-side action taken by most oil-producing countries (e.g. OPEC
countries, Russia), causing the price of the barrel to plummet and sparking major price volatility (net EAD of €10.2 billion
at June 30, 2010 for Natixis).
These circumstances are liable to significantly increase the Group’s cost of risk and the amount of provisions for credit
risk. The impact in 2020 should, however, be mitigated by the government support plans in place for corporates and
individuals.
Cost of risk amounted to €1,484 million in H1 2020, i.e. 42 basis points (versus 18 basis points in H1 2019), with the crisis
generating an estimated impact of €780 million. The increase in cost of risk in H1 2020 can be attributed to the effect of
the Covid-19 crisis considered in forward-looking information to estimate expected credit losses. The method applied to
impairment of credit risk and the assumptions made in the scenarios are described in § 1.5.2.1 “Impairment of credit risk”
in the consolidated financial statements of Groupe BPCE included in the second amendment to the 2019 Universal
Registration Document.
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The Group’s results and financial position are and may continue to be affected by adverse financial market developments
(extreme volatility, equity market and index slump, spread tensions, steep and unforeseen decline in dividends, etc.).
Accordingly, the valuation of certain products was affected in the first half of 2020 by market illiquidity, particularly in Natixis’
Corporate and Investment Banking operations, which were exposed to the effects of the significant adjustment of valuation
inputs such as the “dividend” component. Overall, the crisis had an estimated impact of around -€647 million on Groupe
BPCE’s net banking income in H1 2020.
The deterioration of economic conditions and its impacts on the Group may increase the risk of seeing its external ratings
downgraded. Furthermore, the French government’s ratings may end up being downgraded, due in large part to an
increase in the national debt and public deficits. These factors could have a negative impact on the Group’s funding cost
on the financial markets.
From a more general standpoint, the Covid-19 epidemic creates risk for Groupe BPCE in that (i) it has called for
organizational changes (e.g. telework) liable to generate operational risk, (ii) it has slowed trading on the money markets
and may have an impact on liquidity supply; (iii) it has increased customer cash requirements, and thus the amounts loaned
to customers to help them get through the crisis, (iv) it could bring about a rise in business failures, especially among more
vulnerable companies or those operating in highly exposed sectors, and (v) it has triggered sudden shifts in the valuation
of market assets, which may affect market activities or business investments.
Developments in the Covid-19 crisis (uncertainty over the duration, magnitude and future development of the pandemic,
the implementation of any new lockdown measures in the event of additional epidemic waves) are a major source of
uncertainty, making it difficult to predict the overall impact on the Group’s main markets and on the global economy in
general. At the date of filing of the Universal Registration Document, the impact of this situation, factoring in the
aforementioned support measures, on Groupe BPCE’s businesses (retail banking, insurance, asset management,
corporate and investment banking), results (mainly net banking income and cost of risk) and financial position (liquidity and
solvency) is difficult to quantify.
For more information, see Note 1.5 “Impact of the health crisis on the financial statements” to the consolidated financial
statements of Groupe BPCE included in the second amendment to the 2019 Universal Registration Document.

Credit and counterparty risks
A substantial increase in asset impairment expenses recorded on Groupe BPCE’s outstanding loans
and receivables may have a material adverse impact on its results and financial position.
In the course of its lending activities, Groupe BPCE regularly recognizes charges for asset impairments in order to reflect,
if necessary, actual or potential losses on its portfolio of loans and receivables. Such impairments are booked in the income
statement under “Cost of risk.” Groupe BPCE’s total charges for asset impairments are based on the Group’s measurement
of historic losses on loans, volumes and types of loans granted, industry standards, loans in arrears, economic conditions
and other factors associated with the recoverability of various types of loans. While Groupe BPCE makes every effort to
set aside a sufficient level of provisions for asset impairment expenses, its lending activities may cause it in the future to
have to increase its expenses for losses on loans, due to a rise in non-performing loans or for other reasons such as the
deterioration of market conditions or factors affecting certain countries. Any substantial increase in charges for losses on
loans, material change in Groupe BPCE’s estimate of the risk of loss associated with its portfolio of loans, or any loss on
loans exceeding past impairment expenses, could have an adverse impact on Groupe BPCE’s results and financial
position.
The increase in cost of risk in H1 2020 can be attributed to the effect of the Covid-19 crisis considered in forward-looking
information to estimate expected credit losses. The method applied to impairment of credit risk and the assumptions made
in the scenarios are described in § 1.5.2.1 “Impairment of credit risk” in the consolidated financial statements of Groupe
BPCE included in the second amendment to the 2019 Universal Registration Document.
Note: Groupe BPCE’s cost of risk amounted to €1,484 million in H1 2020, with credit risks accounting for 86% of Groupe
BPCE’s risk-weighted assets. The Group’s exposure to retail customers stands at 38% and exposure to corporate
customers at 26% (70% of corporate customer exposures are located in France).
Consequently, the risk associated with a significant increase in impairment expenses on assets booked to Groupe BPCE’s
loans and receivables portfolio is significant for Groupe BPCE in terms of impact and probability, and is therefore monitored
carefully and proactively.
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A decline in the financial strength and performance of other financial institutions and market players may have
an unfavorable impact on Groupe BPCE.
Groupe BPCE’s ability to execute transactions may be affected by a decline in the financial strength of other financial
institutions and market players. Financial institutions are closely interconnected owing to their trading, clearing,
counterparty and financing operations. A default by a sector player, or even mere rumors or concerns regarding one or
more financial institutions or the financial industry in general, may lead to a general contraction in market liquidity and
subsequently to losses or further defaults in the future. Groupe BPCE is directly or indirectly exposed to various financial
counterparties, such as investment service providers, commercial or investment banks, clearing houses and CCPs, mutual
funds, hedge funds, and other institutional clients, with which it regularly conducts transactions. The default or failure of
any such counterparties may have an adverse impact on Groupe BPCE’s financial position. Moreover, Groupe BPCE may
be exposed to the risk associated with the growing involvement of operators subject to little or no regulation in its business
sector and to the emergence of new products subject to little or no regulation (including in particular crowdfunding and
trading platforms). This risk would be exacerbated if the assets held as collateral by Groupe BPCE could not be sold or if
their selling price would not cover all of Groupe BPCE’s exposure to defaulted loans or derivatives, or in the event of fraud,
embezzlement or other misappropriation of funds committed by financial sector participants in general to which Groupe
BPCE is exposed, or if a key market operator such as a CCP defaults.
Exposures to “Institutions” totaled €59.2 billion, i.e. 4% of Groupe BPCE’s total gross exposures (€1,325 billion) at June
30, 2020. In geographic terms, 74% of gross exposures to “Institutions” are located in France.

Groupe BPCE may be vulnerable to political, macroeconomic and financial environments or to special
circumstances in its countries of operation.
Some Groupe BPCE entities are exposed to country risk, which is the risk that economic, financial, political or social
conditions in a foreign country (particularly in countries where the Group conducts business) may affect their financial
interests. Groupe BPCE predominantly develops its activities in France (76% of net banking income for the fiscal year
ended December 31, 2019) and North America (11% of net banking income for the fiscal year ended December 31, 2019),
with other European countries and the rest of the world accounting for 8% and 5%, respectively, of net banking income for
the fiscal year ended December 31, 2019. Note 12.6 to the consolidated financial statements of Groupe BPCE “Locations
by country”, contained in the 2019 Universal Registration Document, lists the entities established in each country and gives
a breakdown of net banking income and income before tax by country of establishment.
A significant change in the political or macroeconomic environment of such countries or regions may generate additional
expenses or reduce profits earned by Groupe BPCE.
A major economic disruption, such as the 2018 financial crisis, the 2011 sovereign debt crisis in Europe or the development
of a major epidemic like the Coronavirus (the magnitude and length of which are still unknown), may have a material
adverse impact on all Groupe BPCE activities, particularly if the disruption encompasses a lack of liquidity on the market,
making it difficult for Groupe BPCE to obtain funding. In particular, some risks do not occur in the normal economic cycle
because they are externally generated. Examples include the very short-term consequences of Brexit, the increase in
credit risk associated with corporate debt around the world (leveraged loans market) and the threat of the Covid-19
epidemic growing even worse, or the longer term impacts of climate change. During the financial crisis of 2008 and 2011,
the financial markets were subject to strong volatility in response to various events, including but not limited to the decline
in oil and commodity prices, the slowdown in emerging economies and turbulence on the equity markets, which directly or
indirectly impacted several Groupe BPCE businesses (primarily securities transactions and financial services).
The coronavirus (COVID-19) pandemic and its economic consequences constitutes a special risk factor, which may
adversely impact the Group’s operations, results and financial position.
Moreover, the markets on which Groupe BPCE operates may be affected by uncertainties such as Brexit conditions. The
United Kingdom officially left the European Union on January 31, 2020, launching a transition period that will last until the
end of this year. Negotiations have begun to determine future relations between the United Kingdom and the European
Union, particularly in terms of commercial, financial and legal agreements. The nature, timetable as well as the economic
and political impacts of a potential Brexit are still highly uncertain and will depend on the outcome of the negotiations
between the United Kingdom and the European Union.
For more detailed information, see Chapters 3.2.1 “Economic and financial environment” and 3.7 ““Outlook for Groupe
BPCE” of the second amendment to the 2019 Universal Registration Document.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 286

Financial risks
Groupe BPCE is dependent on its access to funding and other sources of liquidity, which may be
limited for reasons outside its control, thus potentially having a material adverse impact on its
results.
Access to short-term and long term funding is critical for the conduct of Groupe BPCE’s business. Unsecured sources of
funding for Groupe BPCE include deposits, issues of long-term debt and short/medium-term negotiable debt securities,
banks loans and credit lines. Groupe BPCE also uses funding secured in particular by reverse repurchase agreements. If
Groupe BPCE were unable to access the secured and/or unsecured debt market at conditions deemed acceptable, or
incurred an unexpected outflow of cash or collateral, including a significant decline in customer deposits, its liquidity may
be negatively affected. Furthermore, if Groupe BPCE were unable to maintain a satisfactory level of customer deposits
(e.g. in the event its competitors offer higher rates of return on deposits), Groupe may be forced to obtain funding at higher
rates, which would reduce its net interest income and results.
Groupe BPCE’s liquidity, and therefore its results, may also be affected by unforeseen events outside its control, such as
general market disruptions, operational hardships affecting third parties, negative opinions on financial services in general
or on the short/long-term outlook for Groupe BPCE, changes in Groupe BPCE’s credit rating, or even the perception of the
position of Groupe BPCE or other financial institutions among market operators.
Groupe BPCE’s access to the capital markets, and the cost of long-term unsecured funding, are directly related to changes
in its credit spreads on the bond and credit derivatives markets, which it can neither predict nor control. Liquidity constraints
may have a material adverse impact on Groupe BPCE’s financial position, results and ability to meet its obligations to its
counterparties.
Groupe BPCE’s liquidity reserves include cash placed with central banks and securities and receivables eligible for central
bank funding. Groupe BPCE’s liquidity reserve amounted to €319 billion at June 30, 2020, covering 248% of short-term
funding and short-term maturities of MLT debt. The one-month LCR (Liquidity Coverage Ratio) averaged 147% over 12
months at June 30, 2020 versus 141% at December 31, 2019. Any restriction on Groupe BPCE’s access to funding and
other sources of liquidity could have a material adverse impact on its results. Given the significance these risks hold for
Groupe BPCE in terms of impact and probability, they are carefully and proactively monitored.
Significant changes in interest rates may have a material adverse impact on Groupe BPCE’s net banking income
and profitability.
Net interest income earned by Groupe BPCE during a given period has a material influence on net banking income and
profitability for the period. In addition, material changes in credit spreads may influence Groupe BPCE’s earnings. Interest
rates are highly sensitive to various factors that may be outside the control of Groupe BPCE. In the last decade, interest
rates have tended to be low but may increase, and Groupe BPCE may not be able to immediately pass on the impacts of
this change. Changes in market interest rates may have an impact on the interest rate applied to interest-bearing assets,
different from those of interest rates paid on interest-bearing liabilities. Any adverse change in the yield curve may reduce
net interest income from associated lending and funding activities and thus have a material adverse impact on Groupe
BPCE’s net banking income and profitability.
The sensitivity of the net present value of Groupe BPCE’s balance sheet to a +/-200 bp variation in interest rates is much
lower than the 20% regulatory limit. Groupe BPCE was more sensitive to a fall in interest rates with an indicator of -1.5%
at June 30, 2020, whereas at December 31, 2019 it was more sensitive to a rise in interest rates with an indicator of -5.7%.
The change in Groupe BPCE’s projected one-year net interest income calculated under four scenarios (“rate increase”,
“rate decrease”, “steepening of the curve”, “flattening of the curve”) compared to the central scenario showed, at June 30,
2020, the “rate decrease” to be the most adverse scenario, with expected losses of €40 million year-on-year.
Market fluctuations and volatility expose Groupe BPCE (in particular Natixis) to losses in its trading and
investment activities, which may adversely impact Group’s BPCE’s results and financial position.
In the course of its third-party trading or investment activities, Groupe BPCE may carry positions in the bond, currency,
commodity and equity markets, and in unlisted securities, real estate assets and other asset classes. These positions may
be affected by volatility on the markets (especially the financial markets), i.e. the degree of price fluctuations over a given
period on a given market, regardless of the levels on the market in question. Certain market configurations and fluctuations
may also generate losses on a broad range of trading and hedging products used, including swaps, futures, options and
structured products, which could adversely impact Groupe BPCE’s results and financial position. Similarly, extended
market declines and/or major crises may reduce the liquidity of certain asset classes, making it difficult to sell certain assets
and in turn generating material losses.
Market risk-weighted assets totaled €19.2 billion, i.e. around 5% of Groupe BPCE’s total risk-weighted assets, at June 30,
2020. It should be noted that Corporate and Investment Banking operations made up 11.2% of the Group’s net banking
income in H1 2020. For more detailed information and examples, see Note 9.1.2 (““Analysis of financial assets and liabilities
classified in Level 3 of the fair value hierarchy”) to the consolidated financial statements of Groupe BPCE, included in the
second amendment to the 2019 Universal Registration Document.
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Changes in the fair value of Groupe BPCE’s portfolios of securities and derivative products, and its own debt,
are liable to have an adverse impact on the carrying amount of these assets and liabilities, and as a result on
Groupe BPCE’s net income and equity.
The carrying amount of Groupe BPCE’s securities, derivative products and other types of assets at fair value, and of its
own debt, is adjusted (at balance sheet level) at the date of each new financial statement. These adjustments are
predominantly based on changes in the fair value of assets and liabilities during an accounting period, i.e. changes
recognized in the income statement or booked directly to other comprehensive income. Changes recorded in the income
statement, but not offset by corresponding changes in the fair value of other assets, have an impact on net banking income
and thus on net income. All fair value adjustments have an impact on equity and thus on Groupe BPCE’s capital adequacy
ratios. Such adjustments are also liable to have an adverse impact on the carrying amount of Groupe BPCE’s assets and
liabilities, and thus on its net income and equity. The fact that fair value adjustments are recorded over an accounting
period does not mean that additional adjustments will not be necessary in subsequent periods.
At June 30, 2020, financial assets at fair value totaled €264.8 billion (with approximately €189.0 billion in financial assets
at fair value held for trading purposes) and financial liabilities at fair value totaled €204.9 billion (with €162.0 billion in
financial liabilities at fair value held for trading purposes). For more detailed information, also see Note 4.3 “Net gains or
losses on financial instruments at fair value through profit and loss”, Note 4.4 “Net gains or losses on financial instruments
at fair value through other comprehensive income, Note 5.1 “Financial assets and liabilities at fair value through profit or
loss” and Note 5.2 “Financial assets and liabilities at fair value through other comprehensive income” of the consolidated
financial statements of Groupe BPCE, included in the second amendment to the 2019 Universal Registration Document.
Groupe BPCE’s revenues from brokerage and other activities associated with fee and commission income may
decrease in the event of market downturns.
A market downturn is liable to lower the volume of transactions (particularly financial services and securities transactions)
executed by Groupe BPCE entities for their customers and as a market maker, thus reducing net banking income from
these activities. In particular, in the event of a decline in market conditions, Groupe BPCE may record a lower volume of
transactions carried out for its customers and a drop in the corresponding fees, leading to a decrease in revenues
generated by this activity. Furthermore, as management fees invoiced by Groupe BPCE entities to their customers are
generally based on the value or performance of portfolios, any decline in the markets causing the value of these portfolios
to decrease or generating an increase in the amount of redemptions would reduce the revenues earned by these entities
through the distribution of mutual funds or other investment products (for the Caisses d’Epargne and the Banques
Populaires) or through asset management activities (for Natixis).
Even where there is no market decline, if funds managed for third parties throughout Groupe BPCE and other Groupe
BPCE products underperform the market, redemptions may increase and/or inflows decrease as a result, with a potential
corresponding impact on revenues from its asset management business.
In H1 2020, the total net amount of fees received was €4,413 million, representing 41.1% Groupe BPCE’s net banking
income. Revenues earned from fees for financial services came to €149 million and revenues earned from fees for
securities transactions €35 million. For more detailed information on the amounts of fees received by Groupe BPCE, see
Note 4.2 (“Fee and commission “income and expenses”) to the consolidated financial statements of Groupe BPCE,
included in the second amendment to the 2019 Universal Registration Document.
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Downgraded credit ratings could have an adverse impact on BPCE’s funding cost, profitability and business
continuity.
Groupe BPCE’s long-term ratings at June 30, 2020 were A+ for Fitch Ratings, A1 for Moody’s, A+ for R&I and A+ for
Standard & Poor’s. The decision to downgrade these credit ratings may have a negative impact on the funding of BPCE
and its affiliates active in the financial markets (including Natixis). A ratings downgrade may affect Groupe BPCE’s liquidity
and competitive position, increase borrowing costs, limit access to financial markets and trigger obligations under some
bilateral contracts governing trading, derivative and collateralized funding transactions, thus adversely impacting its
profitability and business continuity.
Furthermore, BPCE and Natixis’ unsecured long-term funding cost is directly linked to their respective credit spreads (the
yield spread over and above the yield on government issues with the same maturity that is paid to bond investors), which
in turn are heavily dependent on their ratings. An increase in credit spreads may materially raise BPCE and Natixis’ funding
cost. Shifts in credit spreads are correlated to the market and sometimes subject to unforeseen and highly volatile changes.
Credit spreads are also influenced by market perception of issuer solvency and are associated with changes in the
purchase price of Credit Default Swaps backed by certain BPCE or Natixis debt securities. Accordingly, a change in
perception of an issuer solvency due to a rating downgrade could have an adverse impact on that issuer’s profitability and
business continuity.
Exchange rate fluctuations may adversely impact Groupe BPCE’s net banking income or net income.
Groupe BPCE entities carry out a large share of their activities in currencies other than the euro, in particular the US dollar,
and changes in the exchange rate may adversely affect their net banking income and results. The fact that Groupe BPCE
records costs in currencies other than the euro only partly offsets the impact of exchange rate fluctuations on net banking
income. Natixis is particularly exposed to fluctuations between the euro and US dollar, as a major share of its net banking
income and operating income is generated in the United States.
For information purposes, for the period ended June 30, 2020, Groupe BPCE, subject to regulatory capital requirements
for foreign exchange risk, saw its foreign exchange position (i.e. the difference between long and short positions in a given
currency) hold steady at €3,217 million versus €3,206 million at end-2019, with €257 million for foreign exchange risk.

Insurance risks
A deterioration in market conditions, and in particular excessive interest rate increases or decreases,
could have a material adverse impact on Groupe BPCE’s life insurance business and net income.
Groupe BPCE generates 12.2% of its net banking income from its insurance businesses. Net banking income from life and
non-life insurance businesses amounted to €1,308 million in H1 2020 versus €1,646 million in H1 2019.
The main risk to which Groupe BPCE insurance subsidiaries (predominantly Natixis) are exposed in their life insurance
business is market risk. Exposure to market risk relates mainly to capital guarantee and return commitments on eurodenominated investment funds.
Among market risks, interest rate risk is structurally significant for
Natixis, as its general funds consist primarily of bonds. Interest rate fluctuations may:
• in the case of higher rates: reduce the competitiveness of the euro-denominated offer (by making new investments more
attractive) and trigger waves of redemptions on unfavorable terms with unrealized capital losses on outstanding bonds;
• in the case of lower rates: in the long term, make the return on general funds too low to enable them to honor their capital
guarantees.
Due to the allocation of the general funds, the widening of spreads and fall in the equity markets could also have a material
adverse impact on Groupe BPCE’s life insurance business and net income.
Because the impact and probability of occurrence of insurance risk are high for Groupe BPCE, it is carefully and proactively
monitored.
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A mismatch between the insurer’s projected loss ratio and the actual benefits paid by Groupe BPCE to
policyholders could have an adverse impact on its non-life insurance business, results and financial position.
The main risk to which Groupe BPCE insurance subsidiaries (predominantly Natixis) are exposed in their non-life insurance
business is underwriting risk. This risk results from a mismatch between i) claims actually recorded and benefits actually
paid as compensation for these claims and ii) the assumptions used by the subsidiaries to set the prices for their insurance
products and to establish technical reserves for potential compensation.
Groupe BPCE uses both its own experience and industry data to develop estimates of future policy benefits, including
information used in pricing insurance products and establishing the related actuarial liabilities. However, there can be no
assurance that actual experience will match these estimates, and unforeseen risks such as
pandemics or natural disasters could result in higher-than-expected payments to policyholders.
To the extent that the actual benefits paid by Groupe BPCE to policyholders are higher than the underlying assumptions
used in initially establishing the future policy benefit reserves, or if events or trends were to cause Groupe BPCE to change
the underlying assumptions, Groupe BPCE may be exposed to greater-than-expected liabilities, which may adversely
affect its non-life insurance business, results and financial position (for example, Groupe BPCE generates 12.2% of its net
banking income from its life and non-life insurance businesses).
Insurance operations have been significantly impacted by the Covid-19 pandemic crisis and adapted by taking appropriate
measures aimed in particular at maintaining business activity and remaining operational for their clients.
The pandemic, and specifically the lockdown measures enacted in France from mid-March 2020, caused a slowdown in
business activity; H1 2020 revenue was deeply impacted due to the sharp decline in AuM inflows during the lockdown
period.
First-half 2020 results were also marked by the consequences of the health crisis, and in particular the slump in the equity
markets which was mostly mitigated by hedges put in place in the personal insurance euro savings space on which the
market downturn had the biggest impact.
Natixis Assurances kept track of its various risk exposures during, and especially market and credit risks. To that end,
Natixis Assurances implemented greater oversight of its investments, subject to an equity hedging strategy.
Impacts in terms of underwriting risk were contained:
• non-life insurance: automobile claims are expected to decrease because of reduced risk as a consequence of the
lockdown period. Conversely, a very negative impact is expected in operating loss insurance which does, however, have
reinsurance cover.
• personal insurance: in personal protection insurance, there was no change in death benefit claims (main risk covered),
while there was an observable increase in work cessation guarantees for professionals.
Excluding non-recurring items, the gross operating income of the insurance business therefore remained very resilient and
delivered positive growth.
In addition, the deterioration of the economic and financial environment - the drop in the equity markets, very low interest
rates, as well as the widening and increased volatility of credit spreads - also affected the solvency of Natixis Assurances,
negatively influencing future margins. Solvency Capital Requirement is nevertheless maintained and has not raised any
alert or need for financing. The various actions taken over the last few years, particularly in terms of financial coverage,
reinsurance, business diversification or management of investments, have contributed to the solidity and resilience of the
solvency of Natixis Assurances. Changes in solvency systematically undergo close and reinforced monitoring due to the
inherent complexity and instability of the Covid-19 context.
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Non-financial risks
Any interruption or failure of the information systems belonging to Groupe BPCE or third parties may
generate losses (including commercial losses) and may have a material adverse impact on Groupe
BPCE’s results.
As is the case for the majority of its competitors, Groupe BPCE is highly dependent on information and communication
systems, as a large number of increasingly complex transactions are processed in the course of its activities. Any failure,
interruption or malfunction in these systems may cause errors or interruptions in the systems used to manage customer
accounts, general accounts, deposits, transactions and/or to process loans. For example, if Groupe BPCE’s information
systems were to malfunction, even for a short period, the affected entities would be unable to meet their customers’ needs
in time and could thus lose transaction opportunities. Similarly, a temporary failure in Groupe BPCE’s information systems
despite back-up systems and contingency plans could also generate substantial information recovery and verification
costs, or even a decline in its proprietary activities if, for example, such a failure were to occur during the implementation
of a hedging transaction. The inability of Groupe BPCE’s systems to adapt to an increasing volume of transactions may
also limit its ability to develop its activities and generate losses, particularly losses in sales, and may therefore have a
material adverse impact on Groupe BPCE’s results.
Groupe BPCE is also exposed to the risk of malfunction or operational failure by one of its clearing agents, foreign
exchange markets, clearing houses, custodians or other financial intermediaries or external service providers that it uses
to carry out or facilitate its securities transactions. As interconnectivity with its customers continues to grow, Groupe BPCE
may also become increasingly exposed to the risk of the operational malfunction of customer information systems. Groupe
BPCE's communication and information systems, and those of its customers, service providers and counterparties, may
also be subject to failures or interruptions resulting from cybercriminal or cyberterrorist acts. For example, as a result of its
digital transformation, Groupe BPCE’s information systems are becoming increasingly open to the outside (cloud
computing, big data, etc.) and many of its processes are gradually going digital. Use of the Internet and connected devices
(tablets, smartphones, apps used on tablets and mobiles, etc.) by employees and customers is on the rise, increasing the
number of channels serving as potential vectors for attacks and disruptions, and the number of devices and applications
vulnerable to attacks and disruptions. Consequently, the software and hardware used by Groupe BPCE’s employees and
external agents are constantly and increasingly subject to cyberthreats. Groupe BPCE cannot guarantee that such
malfunctions or interruptions in its own systems or in third party systems will not occur or that, if they do occur, that they
will be adequately resolved. Any interruption or failure of the information systems belonging to Groupe BPCE or third
parties may generate losses (including commercial losses) due to the disruption of its operations and the possibility that
its customers may turn to other financial institutions during and/or after any such interruptions or failures.
The risk associated with any interruption of failure of the information systems belonging to Groupe BPCE or third parties
is significant for Groupe BPCE in terms of impact and probability, and is therefore carefully and proactively monitored.
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Reputational and legal risks could unfavorably impact Groupe BPCE’s profitability and commercial outlook.
Groupe BPCE’s reputation is of paramount importance when it comes to attracting and retaining customers. Use of
inappropriate means to promote and market Group products and services, inadequate management of potential conflicts
of interest, legal and regulatory requirements, ethics issues, money laundering laws, economic sanctions, information
security policies and sales and trading practices could adversely affect Groupe BPCE’s reputation. Its reputation could
also be harmed by inappropriate employee behavior, fraud, cybercrime or cyber terrorist attacks on Groupe BPCE’s
information and communication systems, or any fraud, embezzlement or other misappropriation of funds committed by
financial sector participants to which Groupe BPCE is exposed, any decrease, restatement or correction of financial results,
or any legal ruling or regulatory action with a potentially unfavorable outcome. Any such harm to Groupe BPCE’s reputation
may have a negative impact on its profitability and business outlook.
Ineffective management of reputational risk could also increase Groupe BPCE’s legal risk, the number of legal disputes in
which it is involved and the amount of damages claimed, or may expose the Group to regulatory sanctions. As regards the
legal disputes and arbitration proceedings involving Groupe BPCE, a fine of €4.07 million was charged to the Caisses
d’Epargne for the check imaging exchange commissions case. On January 29, 2020, the Court of Cassation rendered its
verdict and overturned the appeal for lack of legal grounds on the demonstration of collusion. The ruling referred the case
back to the Court of Appeal, with the banks returning to their position subsequent to the ADLC (anti-competition authority)
ruling. Consequently, the Court of Appeal will have to issue a ruling in favor of Caisse d’Epargne before the fine will be
reimbursed. Similarly, the biggest ongoing disputes involving Natixis, including in particular the Madoff case (outstandings
estimated at a euro-equivalent amount of €549 million at June 30, 2020), the criminal complaint filed by ADAM (Association
for the Defense of Minority Shareholders) (the judicial investigation is still in progress), and the MMR Investment Ltd case
(the Paris Appeals Court ruled against MMR Investment Ltd’s motions on October 22, 2018). The financial consequences
of these disputes may have an impact on the financial position of Caisse d’Epargne or Natixis, in which case they may also
adversely impact Groupe BPCE’s profitability and business outlook.
At June 30, 2020, provisions for legal and tax risks totaled €1,281 million, including €549 million set aside as a provision
for net exposure to the Madoff case.
Unforeseen events may interrupt Groupe BPCE’s operations and cause losses and additional costs.
Unforeseen events, such as a serious natural disaster, events related to climate risk (physical risk directly associated with
climate change), pandemics, attacks or any other emergency situation can cause an abrupt interruption in the operations
of Groupe BPCE entities, affecting in particular the Group’s core business lines (liquidity, payment instruments, securities
services, loans to individual and corporate customers, and fiduciary services) and trigger material losses, if the Group is
not covered or not sufficiently covered by an insurance policy. These losses could relate to material assets, financial assets,
market positions or key personnel, and have a direct and potentially material impact on Groupe BPCE’s net income.
Moreover, such events may also disrupt Groupe BPCE’s infrastructure, or that of a third party with which Groupe BPCE
does business, and generate additional costs (relating in particular to the cost of re-housing the affected personnel) and
increase Groupe BPCE’s costs (such as insurance premiums). Such events may invalidate insurance coverage of certain
risks and thus increase Groupe BPCE's overall level of risk.
At June 30, 2020, operational risks made up 9% of Groupe BPCE’s risk-weighted assets and were stable compared to
December 31, 2019. At June 30, 2020, Groupe BPCE’s losses in respect of operational risk can be primarily attributed to
the “Corporate items” business line (69%). 51% of losses in respect of operational risk were recorded under the Basel
classification “Clients, products and business practices”.
The failure or inadequacy of Groupe BPCE’s risk management and hedging policies, procedures and strategies
may expose it to unidentified or unexpected risks which may trigger unforeseen losses.
Groupe BPCE’s risk management and hedging policies, procedures and strategies may not succeed in effectively limiting
its exposure to all types of market environments or all kinds of risks, and may even prove ineffective for some risks that
the Group was unable to identify or anticipate. Furthermore, the risk management techniques and strategies employed by
Groupe BPCE may not effectively limit its exposure to risk and do not guarantee that overall risk will actually be lowered.
These techniques and strategies may prove ineffective against certain types of risk, in particular risks that Groupe BPCE
had not already identified or anticipated, given that the tools used by Groupe BPCE to develop risk management
procedures are based on assessments, analyses and assumptions that may prove inaccurate. Some of the indicators and
qualitative tools used by Groupe BPCE to manage risk are based on the observation of past market performance. To
measure risk exposures, the heads of risk management carry out a statistical analysis of these observations.
There is no guarantee that these tools or indicators will be capable of predicting future exposure to risk. For example, these
risk exposures may be due to factors that Groupe BPCE may not have anticipated or correctly assessed in its statistical
models or due to unexpected or unprecedented shifts in the market. This would limit Groupe BPCE’s risk management
capability. As a result, losses incurred by Groupe BPCE may be higher than those anticipated based on historical
measurements. Moreover, the Group’s quantitative models cannot factor in all risks. While no significant problem has been
identified to date, the risk management systems are subject to the risk of operational failure, including fraud. Some risks
are subject to a more qualitative analysis, which may prove inadequate and thus expose Groupe BPCE to unexpected
losses.
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Actual results may vary compared to assumptions used to prepare Groupe BPCE’s financial statements, which
may expose it to unexpected losses.
In accordance with current IFRS standards and interpretations, Groupe BPCE must base its financial statements on certain
estimates, in particular accounting estimates relating to the determination of provisions for non-performing loans and
receivables, provisions for potential claims and litigation, and the fair value of certain assets and liabilities. If the values
used for the estimates by Groupe BPCE prove to be materially inaccurate, in particular in the event of major and/or
unexpected market trends, or if the methods used to calculate these values are modified due to future changes in IFRS
standards or interpretations, Groupe BPCE may be exposed to unexpected losses.
Information on the use of estimates and judgments is provided in Note 2.3 (“Use of estimates”) to the consolidated financial
statements of Groupe BPCE ”, included in the second amendment to the 2019 Universal Registration Document.

Strategic, business and ecosystem risks
A persistently low interest rate environment may have an adverse impact on Groupe BPCE’s
profitability and financial position.
The global markets have been subject to low interest rates in recent years, and it appears this situation will not be changing
anytime soon. When interest rates are low, credit spreads tend to tighten, meaning Groupe BPCE may not be able to
sufficiently lower interest rates paid on deposits to offset the drop in revenues associated with issuing loans at lower market
rates. Groupe BPCE’s efforts to reduce the cost of deposits may be restricted by the high volumes of regulated products,
especially on the French market, including in particular Livret A passbook savings accounts and PEL home savings plans,
which earn interest above the current market rate. In addition, Groupe BPCE may incur an increase in prepayments and
renegotiations of home loans and other fixed-rate loans to individuals and businesses, as customers seek to take
advantage of lower borrowing costs. Combined with the issuance of new loans at low interest rates prevailing on the
markets, Group BPCE may see an overall decrease in the average interest rate in the loan book. Reduced credit spreads
and weaker retail banking revenues stemming from this decrease may undermine the profitability of the retail banking
activities and overall financial position of Groupe BPCE. Furthermore, if market rates begin climbing again and Groupe
BPCE’s hedging strategies prove ineffective or only partially offset this fluctuation in value, its profitability may be affected.
An environment of persistently low interest rates may also cause the market yield curve to flatten more generally, which in
turn may lower the premium generated by Groupe BPCE’s financing activities and have an adverse impact on its
profitability and financial position. The flattening of the yield curve may also encourage financial institutions to enter into
higher-risk activities in an effort to obtain the targeted level of return, which may heighten risk and volatility on the market.
The stress tests conducted by Groupe BPCE on capital markets activities showed that, at June 30, 2020, the highestimpact hypothetical stress test was the “commodities” scenario, and the highest-impact historical stress test was the “2011
sovereign crisis” scenario.
Note: the change in Groupe BPCE’s projected one-year net interest income calculated under four scenarios (“rate
increase”, “rate decrease”, “steepening of the curve”, “flattening of the curve”) compared to the central scenario showed,
at June 30, 2020, the “rate decrease” to be the most adverse scenario, with expected losses of €40 million year-on-year.
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Groupe BPCE reported results are liable to vary from the targets set in the 2018-2020 strategic plan for a number
of reasons, including the materialization of one or more of the risk factors described in this section. If Groupe
BPCE does not meet its targets, its financial position and the value of its financial instruments may be adversely
affected.
Groupe BPCE will implement a strategic plan for the 2018-2020 period which focuses on a combination of (i) digital
transformation in order to seize opportunities created by the ongoing technological revolution, (ii) commitment towards its
customers, employees and cooperative shareholders, and (iii) growth in all of the Group’s core businesses. This document
contains forward-looking information, which is necessarily subject to uncertainty. In particular, in connection with the 20182020 Strategic Plan, Groupe BPCE announced certain financial targets, including revenue synergies between Natixis and
the Banque Populaire and Caisse d’Epargne networks and cost cutting targets. In addition, the Groupe BPCE has also
disclosed targets for regulatory capital and TLAC ratios, strategic initiatives and priorities, as well as the management of
the cost of risk on outstandings. The financial objectives were established primarily for purposes of planning and allocation
of resources, are based on a number of assumptions, and do not constitute projections or forecasts of anticipated results.
Groupe BPCE’s reported results are liable to vary from these targets for a number of reasons, including the materialization
of one or more of the risk factors described in this section. If Groupe BPCE does not meet its targets, its financial position
and the value of its financial instruments may be adversely affected.
The strategic plan will be completed in the exceptional environment created by the coronavirus crisis, which is affecting all
the Group’s business lines. In an adverse economic environment, notably caused by the strict lockdown of the population
in France, our business momentum was resilient, and sales have returned to more normal – or even dynamic – levels
since June. We have actively supported all our customers during this period.
The economic crisis will run deep and cost of risk will remain above normal over the coming quarters. The Group is
preparing for this by striving to accompany all its customers – individuals, professionals and businesses – who will suffer
the full force of the recession. The Group will continue to draw on its solid fundamentals: its financial strength, strong
brands, deep-rooted regional presence, high performance business lines and effective Digital Inside strategy.
Some of the financial targets for 2020 set in the TEC 2020 strategic plan have been made obsolete by the deterioration in
the economic and financial outlook caused by the public health crisis and the resulting uncertainties (for example, macroeconomic scenarios that could impact credit risk assessments, market levels affecting net asset values, etc.). A new
medium-term strategic plan will be presented in June 2021.
Groupe BPCE may encounter difficulties in adapting, implementing and incorporating its policy governing
acquisitions or joint ventures.
Although acquisitions are not a major part of Groupe BPCE’s current strategy, the Group may nonetheless consider
acquisition or partnership opportunities in the future. Although Groupe BPCE carries out an in-depth analysis of any
potential acquisitions or joint ventures, in general it is impossible to carry out an exhaustive appraisal in every respect. As
a result, Groupe BPCE may have to manage initially unforeseen liabilities. Similarly, the results of the acquired company
or joint venture may prove disappointing and the expected synergies may not be realized in whole or in part, or the
transaction may give rise to higher-than-expected costs. Groupe BPCE may also encounter difficulties with the
consolidation of new entities. The failure of an announced acquisition or failure to consolidate a new entity or joint venture
may place a strain on Groupe BPCE’s profitability. This situation may also lead to the departure of key personnel. In the
event that Groupe BPCE is obliged to offer financial incentives to its employees in order to retain them, this situation may
also lead to an increase in costs and a decline in profitability. Joint ventures expose Groupe BPCE to additional risks and
uncertainties in that it may depend on systems, controls and persons that are outside its control and may, in this respect,
see its liability incurred, suffer losses or incur damage to its reputation. Moreover, conflicts or disagreements between
Groupe BPCE and its joint venture partners may have a negative impact on the targeted benefits of the joint venture. At
June 30, 2020, investments in associates totaled €4.3 billion, including €2.7 billion for CNP Assurances group (for more
detailed information see Note 11.2 (“Partnerships and associates” to the consolidated financial statements of Groupe
BPCE, included in the second amendment to the 2019 Universal Registration Document).
Intense competition in France, Groupe BPCE’s main market, or internationally, may cause its net income and
profitability to decline.
Groupe BPCE’s main business lines operate in a very competitive environment both in France and other parts of the world
where it is does substantial business. This competition is heightened by consolidation, either through mergers and
acquisitions or cooperation and arrangements. Consolidation has created a certain number of companies which, like
Groupe BPCE, can offer a wide range of products and services ranging from insurance, loans and deposits to brokerage,
investment banking and asset management. Groupe BPCE is in competition with other entities based on a number of
factors, including the execution of transactions, products and services offered, innovation, reputation and price. If Groupe
BPCE is unable to maintain its competitiveness in France or in its other major markets by offering a range of attractive and
profitable products and services, it may lose market share in certain key business lines or incur losses in some or all of its
activities.
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For example, at December 31, 2019, Groupe BPCE was the No. 1 bank in France for SMEs 3 and the No. 2 bank for
individual and professional customers4, Holding 26% 5 market share in home loans. In Retail Banking and Insurance, loan
outstandings totaled €552 billion and deposits and savings6 €746 billion (for more information on the contribution of each
business line, and each network, see Chapter 1.5 “Groupe BPCE’s business lines” of the 2019 universal registration
document). Moreover, a slowdown in the global economy or the economic environment of Groupe BPCE’s main markets
is likely to increase competitive pressure, in particular through greater pricing pressure and a slowdown in business volume
for Groupe BPCE and its competitors. New and more competitive rivals could also enter the market. Subject to separate
or more flexible regulation, or to other requirements governing prudential ratios, these new market participants would be
able to offer more competitive products and services. Advances in technology and the growth of e-commerce have made
it possible for institutions other than custodians to offer products and services that were traditionally banking products, and
for financial institutions and other companies to provide electronic and Internet-based financial solutions, including
electronic securities trading. These new entrants may put downward pressure on the price of Groupe BPCE’s products
and services or affect Groupe BPCE’s market share. Advances in technology could lead to rapid and unexpected changes
on Groupe BPCE's markets of operation. Groupe BPCE’s competitive position, net earnings and profitability may be
adversely affected should it prove unable to adequately adapt its activities or strategy in response to such changes.
Groupe BPCE’s ability to attract and retain skilled employees is paramount to the success of its business and
failing to do so may affect its performance.
The employees of Groupe BPCE entities are the Group’s most valuable resource. Competition to attract qualified
employees is fierce in many areas of the financial services sector. Groupe BPCE’s earnings and performance depend on
its ability to attract new employees and retain and motivate existing employees. Changes in the economic environment (in
particular tax and other measures aimed at limiting the pay of banking sector employees) may compel Groupe BPCE to
transfer its employees from one unit to another, or reduce the workforce in certain business lines, which may cause
temporary disruptions due to the time required for employees to adapt to their new duties, and may limit Groupe BPCE’s
ability to benefit from improvements in the economic environment. This may prevent Groupe BPCE from taking advantage
of potential opportunities in terms of sales or efficiency, which could in turn affect its performance.
Groupe BPCE had a headcount of 105,019 employees at December 31, 2019. A total of 14,185 employees (permanent
contracts, fixed-term contracts and work-study contracts) were hired during the year. For more information, see
Chapter 2.4.4 (“Looking after its employees”) of the 2019 universal registration document.

Regulatory risks
Groupe BPCE is subject to significant regulation in France and in several other countries around the
world where it operates; regulatory measures and changes could have a material adverse impact on
Groupe BPCE’s business and results.
The business and results of Group entities may be materially impacted by the policies and actions of various regulatory
authorities in France, other governments of the European Union, the United States, foreign governments and international
organizations. Such constraints may limit the ability of Group BPCE entities to expand their businesses or conduct certain
activities. The nature and impact of future changes in such policies and regulatory measures are unpredictable and are
beyond Groupe BPCE’s control. Moreover, the general political environment has evolved unfavorably for banks and the
financial industry, resulting in additional pressure on the part of legislative and regulatory bodies to adopt more stringent
regulatory measures, despite the fact that these measures may have adverse consequences on lending and other financial
activities, and on the economy. Because of the continuing uncertainty surrounding the new legislative and regulatory
measures, it is not possible to predict what impact they will have on Groupe BPCE; however, this impact may be highly
adverse.
For example, legislation and regulations have recently been enacted or proposed with a view to introducing a number of
changes, some permanent, in the global financial environment. While the objective of these new measures is to avoid a
recurrence of the global financial crisis, the impact of the new measures could substantially change, and may continue to
change, the environment in which Groupe BPCE and other financial institutions operate.
As a result of some of these measures, Groupe BPCE has reduced, and may further reduce, the size of certain activities
in order to comply with the new requirements. These measures are also liable to increase the cost of compliance with new
regulations. This could cause revenues and consolidated profit to decline in the relevant business lines, sales to decline in
certain activities and asset portfolios, and asset impairment expenses.

3

53% (No. 1) in terms of total penetration rate (2019 Kantar-TNS survey).
Market share (individual customers): 22.3% in household deposits and savings and 26% in home loans (Banque de France, Q3-2019). Total penetration rate of 29.1% (No. 2)
among individual customers (SOFIA TNS-SOFRES study, April 2019.) Market share (professional customers): 41% (No. 2) in terms of total penetration rate among professional
customers and individual entrepreneurs (2017-2018 Pépites CSA survey).
5
Banque de France Q3-2019 – SURFI quarterly statements – Outstanding home loans to households.
6
On- and Off-balance sheet deposits and savings.
4
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The purpose of the 2019 adoption of the final versions of the Banking Package was to align prudential requirements for
banks with Basel III standards. The implementation of these reforms may result in higher capital and liquidity requirements,
which could impact Groupe BPCE funding costs.
On November 22, 2019, the Financial Stability Board (FSB), in consultation with the Basel Committee on Banking
Supervision and national authorities, published the 2019 list of global systemically important banks (G-SIBs). Groupe BCPE
is classified as a G-SIB by the FSB. Groupe BPCE also appears on the list of global systematically important financial
institutions (G-SIFIs).
These regulatory measures, which may apply to various Groupe BPCE entities, and any changes in such measures may
have a material adverse impact on Groupe BPCE’s business and results.
Legislation and regulations have recently been enacted or proposed with a view to introducing a number of changes, some
permanent, in the global financial environment. These new measures, aimed at avoiding a new global financial crisis, have
significantly altered the operating environment of Groupe BPCE and other financial institutions, and may continue to alter
this environment in the future. Groupe BPCE is exposed to the risk associated with changes in legislation and regulations.
In today’s evolving legislative and regulatory environment, it is impossible to foresee the impact of these new measures
on Groupe BPCE. The development of programs aimed at complying with these new legislative and regulatory measures
(and updates to existing programs), and changes to the Group’s information systems in response to or in preparation for
new measures generates significant costs for the Group, and may continue to do so in the future. Despite its best efforts,
Groupe BPCE may also be unable to fully comply with all applicable laws and regulations and may thus be subject to
financial or administrative penalties. Furthermore, new legislative and regulatory measures may require the Group to adapt
its operations and/or may affect its results and financial position. Lastly, new regulations may require Groupe BPCE to
strengthen its capital or increase its total funding costs.
The risk associated with regulatory measures and subsequent changes to such measures is significant for Groupe BPCE
in terms of impact and probability, and is therefore carefully and proactively monitored.
BPCE may have to help entities belonging to the financial solidarity mechanism in the event they experience
financial difficulties, including entities in which BPCE holds no economic interest.
As the central institution of Groupe BPCE, BPCE is responsible for ensuring the liquidity and solvency of each regional
bank (Banques Populaires and Caisses d’Epargne) and the other members of the group of affiliates which are credit
institutions subject to French regulations. The group of affiliates includes BPCE subsidiaries, such as Natixis, Crédit Foncier
de France and Banque Palatine. While the regional banks (the “contributing entities”) are required to provide BPCE with
similar support, there is no guarantee that the benefits of the financial solidarity mechanism will outweigh the costs.
The three guarantee funds created to cover Groupe BPCE’s liquidity and insolvency risks are described in Note 1.2
“Guarantee mechanism” to the consolidated statements of Groupe BPCE included in this amendment. At June 30, 2020,
the Banque Populaire and Caisse d’Epargne funds each contained €450 million. The Mutual Guarantee Fund holds
€179 million per network. The regional banks are obligated to make additional contributions to the guarantee fund on their
future profits. While the guarantee fund represents a substantial source of resources to fund the solidarity mechanism,
there is no guarantee these revenues will be sufficient. If the guarantee fund proves inadequate, BPCE, in accordance with
its duties as central institution, will be required to offset the deficit by mobilizing its own resources and, where applicable,
those of the contributing entities.
In light of this obligation, if a member of the Group (including one of the non-contributing affiliates) were to encounter a
major financial hardship, the circumstances underlying said hardship may impact the financial position of BPCE and the
other contributing entities called upon for support in respect of the financial solidarity mechanism. In the extreme case
where the circumstances in question resulted in the initiation of a resolution proceeding against Groupe BPCE, or the
court-ordered liquidation of BPCE, the mobilization of BPCE’s resources and, where applicable, the resources of the
contributing entities, to support the entity initially encountering the financial hardship, may impact investors in securities
issued by BPCE and the contributing entities, starting with investors in CET1 instruments and AT1 instruments. If the loss
exceeded the amount of CET1 and AT1 capital, BPCE’s assets and, where applicable, the assets of the contributing
entities, may prove insufficient to partially or fully redeem Tier 2 instruments, senior non-preferred debt instruments and
any senior preferred debt instruments. In such case, impacted investors may lose their invested capital, in part or in whole.
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Investors in BPCE’s securities could suffer losses if BPCE were to be subject to resolution procedures.
The EU Bank Recovery and Resolution Directive (the “BRRD”) and the Single Resolution Mechanism (defined below), as
transposed into French law by a decree-law dated August 20, 2015 (ordonnance No. 2015-1024 du 20 août 2015 portant
diverses dispositions d’adapation de la legislation au droit de l’Union européenne en matière financière), provide resolution
authorities with the power to write down BPCE’s securities or, in the case of debt securities, to convert them to equity.
Resolution authorities may write down or convert capital instruments, such as BPCE’s Tier 2 subordinated debt securities,
if the issuing institution or the group to which it belongs is failing or likely to fail (and there is no reasonable prospect that
another measure would avoid such failure within a reasonable time period), becomes non-viable, or requires extraordinary
public support (subject to certain exceptions). They shall write down or convert capital instruments before opening a
resolution proceeding, or if doing so is necessary to maintain the viability of an institution. Any write-down or conversion of
capital instruments shall be effected in order of seniority, so that common equity tier 1 instruments are to be written down
first, then additional Tier 1 instruments are to be written down or converted to equity, followed by Tier 2 instruments. If the
write-down or conversion of capital instruments is not sufficient to restore the financial health of the institution, the bail-in
power held by the resolution authorities may be applied to write down or convert eligible liabilities, such as BPCE’s senior
non-preferred and senior preferred securities.
At June 30, 2020, CET1 capital amounted to €66.1 billion, total Tier 1 capital €66.1 billion and Tier 2 prudential capital
€12.2 billion. Senior non preferred debt instruments totaled €19.2 billion at end-June 2020.
For Groupe BPCE, all entities affiliated with the central institution of Groupe BPCE benefit from a guarantee and solidarity
mechanism, the aim of which, in accordance with Articles L. 511.31 and L. 512.107-6 of the French Monetary and Financial
Code, is to ensure the liquidity and solvency of all affiliated entities and to organize financial solidarity throughout the
Group.
This financial solidarity is rooted in legislative provisions instituting a legal solidarity system requiring the central institution
to restore the liquidity or solvency of struggling affiliates and/or of all Group affiliates, by mobilizing if necessary up to all
cash and cash equivalents and capital available to all contributing affiliates. As a result of this complete legal solidarity,
one or more affiliates may not find itself subject to court-ordered liquidation, or be affected by resolution measures within
the meaning of directive 2014/59 EU, without all affiliates also being affected.
In the event of court-ordered liquidation thus necessarily affecting all affiliates, the external creditors of all affiliates would
be addressed identically according to their rank and in the order of the ranking of creditors, irrespective of their ties with
any specific entity. As a result, investors in AT1 instruments and other pari passu securities would be more affected than
investors in Tier 2 instruments and other pari passu securities, which in turn would be more affected than investors in
external senior non-preferred debt, which in turn would be more affected than investors in external senior preferred debt.
In the event of resolution, identical impairment and/or conversion rates would be applied to debts and securities of a given
rank, irrespective of their ties with any specific entity, in the order of the ranking referred to above.
Only entities not themselves affected by court-ordered liquidation or resolution measures, and not contributing to the Group
solidarity mechanism, are exempted from bail-in measures involving the other affiliates.
A resolution proceeding may be initiated against an institution, such as Groupe BPCE, if (i) it is failing or likely to fail, (ii)
there is no reasonable prospect that another measure would avoid such failure within a reasonable time period, and (iii) a
resolution measure is required, to achieve the objectives of the resolution: (a) to ensure the continuity of critical functions,
(b) to avoid a significant adverse effect on the financial system, (c) to protect public funds by minimizing reliance on
extraordinary public financial support, and (d) to protect customer funds and assets, in particular those of depositors.
Failure of an institution means that it does not respect requirements for continuing authorization, it is unable to pay its debts
or other liabilities when they fall due, it requires extraordinary public financial support (subject to limited exceptions), or the
value of its liabilities exceeds the value of its assets.
In addition to the bail-in power, resolution authorities are provided with broad powers to implement other resolution
measures with respect to failing institutions or, under certain circumstances, their groups, which may include (without
limitation): the total or partial sale of the institution’s business to a third party or a bridge institution, the separation of assets,
the replacement or substitution of the institution as obligor in respect of debt instruments, modifications to the terms of debt
instruments (including altering the maturity and/or the amount of interest payable and/or imposing a temporary suspension
on payments), discontinuing the listing and admission to trading of financial instruments, the dismissal of managers or the
appointment of a temporary administrator (administrateur spécial) and the issuance of new equity or own funds.
The exercise of the powers described above by resolution authorities could result in the partial or total write-down or
conversion to equity of the capital instruments and the debt instruments issued by BPCE, or may substantially affect the
amount of resources available to BPCE to make payments on such instruments, potentially causing BPCE investors to
incur losses.
Tax legislation and its application in France and in countries where Groupe BPCE operates are likely to have an
adverse impact on Groupe BPCE’s profits.
As a multinational banking group that carries out large and complex international transactions, Groupe BPCE (particularly
Natixis) is subject to tax legislation in a large number of countries throughout the world, and structures its activity in

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 297

compliance with applicable tax rules. Changes in tax schemes by the competent authorities in these countries could
materially impact Groupe BPCE’s profits. Groupe BPCE manages its activities with a view to creating value from the
synergies and sales capabilities of its various constituent entities. It also works to structure financial products sold to its
customers from a tax efficiency standpoint. The structure of intra-group transactions and financial products sold by entities
of Groupe BPCE are based on its own interpretations of applicable tax regulations and laws, generally based on opinions
given by independent tax experts, and, as needed, on decisions or specific interpretations by the competent tax authorities.
It is possible that in the future tax authorities may challenge some of these interpretations, as a result of which the tax
positions of Groupe BPCE entities may be disputed by the tax authorities, potentially resulting in tax re-assessments, which
may in turn have an adverse impact on Groupe BPCE’s results.

5.3 Risk management system
In response to the COVID-19 health crisis, from the very start BPCE implemented mechanisms aimed at ensuring business
continuity and monitoring all types of risk.
Multiple crisis dashboards were established and tracked at more frequent intervals.
The dashboards covered all risk categories: market risk, operational risks, credit risks, etc. A special dashboard was also
created for weekly oversight of new Government-Backed Loans (sectors receiving loans, counterparty ratings, etc.).
Specific impact studies and stress tests were also conducted.
The various mechanisms implemented are summarized in the following diagram.
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CONTINGENCY AND BUSINESS CONTINUITY PLAN (CBCP)
In the initial phase of the crisis, Groupe BPCE had to deal with the impacts of Covid-19 on its Asian operations, learning
from the measures enacted by local government authorities.
Drawing on this experience and the pandemic plan put together after previous avian and swine flu outbreaks, the Group
launched a rapid, appropriate and proportionate response in the rest of the world, and particularly in mainland France.
The Group’s crisis management system, initially mobilized for observation purposes, transitioned to operational mode and
was ultimately incorporated in the Crisis Decision-Making body (Group Executives) as the crisis grew worse, in accordance
with the Group crisis plan.
Telework infrastructures, already operational, were expanded to address the Group’s needs during the projected lockdown
period. Information system security, including GDPR aspects, compliance considerations and anti-fraud controls, was
adapted for telework conditions across all relevant operational processing chains. Group HR and communication resources
were heavily mobilized to adapt nominal working conditions for staff and enhance social cohesion during lockdown.
At the same time, Group institutions rolled out their crisis management system, staying connected at all times and in line
with the Group crisis management system.
Centered on the Group Coordination Unit, special business line crisis units were added in order to meet the specific
challenges of each business line (Retail Banking and Insurance, Finance, etc.).
Major structural measures were initiated to ensure the continuous management of the Group’s liquidity position and make
the switch to a massive, secure telework environment. The Group’s suppliers and service providers were informed and
called on to guarantee their own system, incorporating our measures for employees required to work on our premises. A
legal and social watch was conducted throughout this event to ensure that the Group met the expectations of government
authorities.
During lockdown, and now that the lockdown is gradually being lifted, Group institutions are making every effort to ensure
the safety of employees and external agents by implementing collective and individual measures, while also constantly
emphasizing the proper social distancing practices to be employed.
The Group has also made protecting its customers a top priority, starting with their physical protection by promoting
technological solutions such as “contactless payment” in stores and contactless identification for welfare benefits, but also
by immediately deploying government economic measures (e.g. government-backed loans).
Moreover, the Group reaffirmed the value placed on societal engagement by supporting healthcare workers in their fight
against Covid-19 through the donation of its stock of face masks.

5.4 Capital management and capital adequacy
5.4.1 Regulatory framework
The regulatory framework is described in the Groupe BPCE 2019 Pillar III Report, updated for the following items (Chapter
4 – pages 42 to 43).
The capital ratios are equal in terms of the relationship between capital and the sum of:
• credit and dilution risk-weighted assets;
• capital requirements for the prudential supervision of market risk and operational risk, multiplied by 12.5.
Through December 31, 2019, these ratios were subject to a phase-in calculation aimed at gradually transitioning from
Basel 2.5 to Basel III.
In 2020, Groupe BPCE is required to observe a minimum Common Equity Tier 1 ratio of 4.5% under Pillar I, a minimum
Tier-1 capital ratio of 6% and a minimum total capital ratio of 8%.
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Alongside Pillar 1 minimum capital requirements, Groupe BPCE is subject to additional Tier 1 capital requirements (buffers
no longer subject to phase-in measures as of December 31, 2018 at the latest):
− as of January 1, 2019, the Tier 1 capital conservation buffer is 2.5% of the total amount of risk exposures,
− Groupe BPCE's countercyclical buffer equals the EAD-weighted average of the buffers defined for each of the Group's
countries of operation. Groupe BPCE’s maximum countercyclical buffer as from January 1, 2019 is 2.5%. As most of
Groupe BPCE’s exposures are located in countries whose countercyclical buffer has been set at 0%, the Group
considers that this rate will be very close to 0%,
− the G-SIB buffer has been set at 1% for the Group.
Hybrid debt instruments eligible for inclusion in own funds under Basel II are still subject to phase-in measures in 2020.
This applies to instruments that are no longer eligible under the new regulation, which under certain conditions may be
eligible for the grandfathering clause. In accordance with this clause, they are gradually excluded over an eight-year period,
with a 10% decrease each year. Since January 1, 2020, 20% of all such instruments reported at December 31, 2013 have
been recognized, then 10% in 2021 and 0% in 2022. The unrecognized share may be included in the lower equity tier if it
meets the relevant criteria.

Pillar II requirements
Pillar II establishes a process of prudential supervision that complements and strengthens Pillar I with:
• an analysis by the bank of all of its risks, including those already covered by Pillar I;
• an estimate by the bank of the capital requirement for these risks;
• a comparison by the banking supervisor of its own analysis of the bank’s risk profile with the analysis conducted by the
bank, in order to adapt its choice of prudential measures where applicable, which may take the form of capital
requirements exceeding the minimum requirements or any other appropriate technique.
For fiscal year 2020, the total capital ratio in force for Groupe BPCE under Pillar II (P2R) was 9,75%, plus a 2.50% capital
conservation buffer and a 1% G-SIB buffer.

Prudential scope
Groupe BPCE is subject to a consolidated regulatory reporting requirement from the European Central Bank (ECB), the
European supervisory authority. Pillar III is therefore prepared on a consolidated basis.
The prudential scope of consolidation is established based on the statutory scope of consolidation. The main difference
between these two scopes lies in the consolidation method for insurance companies, which are accounted for by the equity
method within the prudential scope, regardless of the statutory consolidation method.
The following insurance companies are accounted for by the equity method within the prudential scope of consolidation:
• Surassur;
• Muracef;
• Coface;
• Natixis Assurances;
• Compagnie Européenne de Garanties et de Cautions;
• Prépar-Vie;
• Prépar-IARD;
• Nexgen Reinsurance Limited.

The following insurance companies are accounted for by the equity method within both the statutory and
regulatory scopes of consolidation:
• CNP Assurances;
• Caisse Garantie Immobilière du Bâtiment;
• Parnasse Garanties.

GROUPE BPCE ■ Interim Update to the 2019 Pillar III Risk Report ■ 300

Transition from accounting balance sheet to prudential balance sheet
The table below shows the transition from an accounting balance sheet to a prudential balance sheet for Groupe BPCE at
June 30, 2020.
The accounting to prudential balance sheet transition table at December 31, 2019 is presented on pages 44 and 45 of the
2019 Pillar III Report.
The differences between the statutory and regulatory scopes of consolidation can be attributed to restatements for
subsidiaries excluded from the regulatory scope of consolidation (see description of regulatory scope of consolidation
below) and the reincorporation of intra-group transactions associated with these subsidiaries.


DIFFERENCES BETWEEN ACCOUNTING AND REGULATORY SCOPES OF CONSOLIDATION

Assets at 6/30/2020
in millions of euros
Cash and amounts due from central banks
Financial assets at fair value through profit or loss
- o/w debt instruments
- o/w equity instruments
- o/w loans (excluding repurchase agreements)
- o/w repurchase agreements
- o/w trading derivatives
- o/w security deposits paid
Hedging derivatives
Financial assets at fair value through other comprehensive income
Securities at amortized cost
Loans and receivables due from banks at amortized cost
Loans and receivables due from customers at amortized cost
Revaluation differences on interest rate risk-hedged portfolios
Insurance business investments
Current tax assets
Deferred tax assets
Accrued income and other assets
Non-current assets held for sale
Investments in associates
Investment property
Property, plant and equipment
Intangible assets
Goodwill
TOTAL ASSETS

BPCE
statutory scope

Prudential
restatements

147,133
201,130
31,594
31,170
6,476
61,370
52,619
17,900
11,293
52,401
28,955
93,670
725,745
9,350
117,793
1,272
3,554
22,336
2,027
4,316
779
6,236
1,024
4,376
1,433,392

349
(123)
(207)
(20)
104
1
1
105
(223)
(385)
105
(117,040)
(36)
(33)
14
3,143
(15)
(203)
(50)
(114,393)

BPCE
prudential
scope
147,482
201,007
31,387
31,170
6,456
61,474
52,620
17,901
11,293
52,506
28,732
93,285
725,850
9,350
753
1,236
3,521
22,350
2,027
7,459
779
6,221
821
4,326
1,318,999
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Liabilities at 6/30/2020
in millions of euros
Amounts due to central banks
Financial liabilities at fair value through profit or loss
- o/w securities sold short
- o/w other liabilities issued for trading purposes
- o/w trading derivatives
- o/w security deposits received
- o/w financial liabilities designated at fair value through profit or loss
Hedging derivatives
Debt securities
Amounts due to banks
Amounts due to customers
Revaluation differences on interest rate risk-hedged portfolios
Current tax liabilities
Deferred tax liabilities
Accrued expenses and other liabilities
Liabilities associated with non-current assets held for sale
Liabilities related to insurance contracts
Provisions
Subordinated debt
Equity attributable to equity holders of the parent
Share capital and additional paid-in capital
Retained earnings
Gains and losses recognized directly in other comprehensive income
Net income for the period
Non-controlling interests
TOTAL LIABILITIES AND EQUITY

BPCE
statutory scope

Prudential
restatements

188,208
17,906
81,034
52,065
11,001
26,201
16,728
236,648
129,148
620,916
302
762
1,231
29,601
1,624
109,168
5,745
17,381
70,001
27,073
41,739

(811)
2
9
63
(884)
(1,883)
(4,558)
2,326
(3)
(177)
(78)
(109,168)
(16)
(253)
(6)
(6)

876
312
5,928
1,433,392

BPCE
prudential
scope
187,397
17,908
81,034
52,074
11,064
25,317
16,728
234,765
124,590
623,242
302
759
1,054
29,523
1,624
5,729
17,128
69,995
27,073
41,733
876

234
(114,393)

312
6,162
1,318,999

The differences between the statutory and regulatory scopes of consolidation can be attributed to restatements for subsidiaries excluded from the regulatory scope of
consolidation (see description of regulatory scope of consolidation below) and the reincorporation of intra-group transactions associated with these subsidiaries.
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5.4.2 Composition of regulatory capital
Regulatory capital is determined in accordance with regulation No. 575/2013 of the European Parliament and of the Council
of June 26, 2013 on prudential requirements for credit institutions and investment firms.
It is divided into three categories: Common Equity Tier-1, Additional Tier-1 capital and Tier-2 capital. Deductions are made
from these categories. The various categories of regulatory capital are broken down by component on pages 46 to 48 of
the 2019 Pillar III Report.
These categories are broken down according to decreasing degrees of solidity and stability, duration and degree of
subordination.



PHASED-IN REGULATORY CAPITAL
6/30/2020
Basel III phased-in (1)
27,073
41,733
312

12/31/2019
Basel III phased-in (1)
26,740
38,981
3,030

876

1,168

Consolidated equity attributable to equity holders of the parent
Perpetual deeply subordinated notes classified as other comprehensive income

69,995
-

69,918
-

Consolidated equity attributable to equity holders of the parent excluding perpetual deeply
subordinated notes classified as other comprehensive income

69,995

69,918

Non-controlling interests
- o/w prudential filters
Deductions
- o/w goodwill (2)
- o/w intangible assets (2)
- o/w irrevocable payment commitments
Prudential restatements
- o/w shortfall of credit risk adjustments to expected losses
- o/w prudent valuation
Common Equity Tier-1 (3)
Additional Tier-1 capital
Tier-1 capital
Tier-2 capital
TOTAL REGULATORY CAPITAL

4,633
(5,733)
(4,143)
(846)
(744)
(2,799)
(290)
(596)
66,096
8
66,104
12,193
78,297

5,059
(5,768)
(4,278)
(823)
(667)
(3,217)
(387)
(561)
65,992
23
66,015
13,309
79,325

in millions of euros
Share capital and additional paid-in capital
Retained earnings
Income for the period
Gains and losses recognized directly in other comprehensive income

(1) Phased-in: after taking phase-in arrangements into account.
(2) Including non-current assets and entities held for sale classified as held for sale.
(3) Common Equity Tier 1 included €26,334 million in cooperative shares (after taking allowances into account) at June 30, 2020 and €25,674 million in 2019.

A detailed breakdown of debt instruments recognized as Additional Tier and Tier 2 capital, as required by Implementing
Regulation No. 1423/2013, is published at the following address: https://groupebpce.com/en/investors/results-andpublications/pillar-iii

A detailed breakdown of debt instruments recognized as AT1 capital, as required by implementing regulation
No. 1423/2013, is published at the following address https://groupebpce.com/en/investors/results-and-publications/pillariii
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CHANGES IN CET1 CAPITAL

in millions of euros
12/31/2019
Cooperative share issues
Income net of proposed dividend payout
Other items
6/30/2020



CET1 capital
65,992
203
147
(247)
66,096

BREAKDOWN OF NON-CONTROLLING INTERESTS (MINORITY INTERESTS)

in millions of euros
Carrying amount (regulatory scope) – 6/30/2020

Minority interests
6,162

Perpetual deeply subordinated notes classified as non-controlling interests
Ineligible non-controlling interests
Proposed dividend payout
Caps on eligible non-controlling interests
Non-controlling interests (excluding other items)
Other items
Prudential amount – 6/30/2020



CHANGES IN AT1 CAPITAL

in millions of euros
12/31/2019
Redemptions
Issues
Foreign exchange effect
Phase-in adjustments
6/30/2020



(152)
(478)
(650)
4,883
(250)
4,633

AT1 capital
23
(15)
(0)
0
8

CHANGES IN TIER 2 CAPITAL
Tier-2 capital

in millions of euros
12/31/2019
Redemption of subordinated notes
Prudential haircut
New subordinated note issues
Phase-in deductions and adjustments
Foreign exchange effect
6/30/2020

13,309
(97)
(654)
(300)
(65)
12,193
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5.4.3 Regulatory capital requirements and risk-weighted assets
Regulatory capital requirements for credit risk and counterparty risk
The table below complies with the CRR format, presenting capital requirements for credit and counterparty risks, before
the CVA and after the application of risk mitigation techniques.



OVERVIEW OF RWAS
6/30/2020

in millions of euros

Credit risk (excl. counterparty credit risk) (CCR)
- o/w standardized approach (SA)
- o/w foundation IRB (F-IRB) approach
- o/w advanced IRB (A-IRB) approach
- o/w equity IRB under the simple risk-weighted approach or the IMA
Counterparty credit risk (CCR)
- o/w mark-to-market
- o/w original exposure
- o/w standardized approach
- o/w internal model method (IMM)
- o/w risk exposure amount for contributions to the default fund of a CCP

12/31/2019

Capital
RWA amount requirements RWA amount
345,993
27,679
343,548
139,715
11,177
139,762
65,343
5,227
57,854
99,501
7,960
103,511
41,434
3,315
42,420
11,018
881
10,687
9,082
727
8,638
401

32

399

- o/w CVA
Settlement risk
Securitization exposures in banking book (after the cap)
- o/w foundation IRB (F-IRB) approach
- o/w IRB supervisory formula approach (SFA)
- o/w standardized approach (SA)
Market risk
- o/w standardized approach (SA)
- o/w internal models approach (IMA)
Operational risk
- o/w basic indicator approach
- o/w standardized approach
- o/w advanced measurement approach

1,535
11
4,884
592
1,229
19,159
6,837
12,322
39,298
252
39,046
-

123
1
391
47
98
1,533
547
986
3,144
20
3,124
-

1,650
35
4,526
1,350
3,176
12,888
7,062
5,826
39,298
252
39,046
-

Amounts below the thresholds for deduction (subject to
250% risk weight)

10,092

807

10,618

Floor adjustment
TOTAL
430,456
34,436
421,599
Note: risk-weighted assets and capital requirements for counterparty credit risk are presented in accordance with the template recommended by
the EBA in its final report dated December 14, 2016 (counterparty credit risk aside and including CVA and risk associated with the contribution to
the default fund)
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RWAS BY TYPE OF RISK AND BY BUSINESS LINE
Basel III phased-in

in millions of euros
Retail Banking
Asset & Wealth Management
Corporate & Investment Banking
Other
Total risk-weighted assets

December 31, 2019
June 30, 2020
December 31, 2019
June 30, 2020
December 31, 2019
June 30, 2020
December 31, 2019
June 30, 2020
December 31, 2019
June 30, 2020

Credit risk *
258,345
265,615
9,277
9,231
45,183
45,236
54,957
50,381
367,762
370,464

CVA
66
31
0
1,335
1,394
249
109
1,650
1,535

Market risk Operational risk
1,584
23,961
969
23,961
4,644
123
4,644
8,654
6,879
15,300
6,879
2,650
3,813
2,768
3,813
12,888
39,298
19,159
39,298

Total
283,957
290,577
13,922
13,998
62,051
68,809
61,669
57,072
421,599
430,456

* including settlement-delivery risk



NON-DEDUCTED PARTICIPATIONS IN INSURANCE UNDERTAKINGS

in millions of euros

Value

Holdings of own funds instruments of a financial sector entity where the institution has a significant investment not
deducted from own funds (before risk-weighting)
Total risk-weighted assets

6,246
20,493
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5.4.4 Management of capital adequacy

Regulatory capital and capital adequacy ratios


REGULATORY CAPITAL AND BASEL III PHASED-IN CAPITAL RATIOS

in millions of euros
Common Equity Tier 1 (CET1)
Additional Tier 1 (AT1) capital
TOTAL TIER 1 (T1) CAPITAL
Tier 2 (T2) capital
Total regulatory capital
Credit risk exposure
Settlement/delivery risk exposure
CVA risk exposure
Market risk exposure
Operational risk exposure
Total risk exposure
Capital adequacy ratios
Common Equity Tier 1 ratio
Tier 1 ratio
Total capital ratio

6/30/2020
Basel III phased-in
66,096
8
66,104
12,193
78,297
370,453
11
1,535
19,159
39,298
430,456

12/31/2019
Basel III phased-in
65,992
23
66,015
13,309
79,324
367,728
35
1,650
12,888
39,298
421,599

15.4%
15.4%
18.2%

15.7%
15.7%
18.8%

Changes in Groupe BPCE’s capital adequacy during first-half 2020
The Common Equity Tier 1 ratio was 15.4% at June 30, 2020 versus 15.7% at December 31, 2019.
The change in the Common Equity Tier 1 ratio over the first half of 2020 can be largely attributed to:
• retained earnings (+3 basis points);
• cooperative share inflows (+16 basis points);
• the market impact on the change in OCI (-4 basis points);
• the increase in risk-weighted assets (-35 basis points), with the impact of government-backed loans on risk-weighted
assets coming out at -33 basis points.
Furthermore, the relaxation of rules governing capital requirements in a bid to support loans to businesses under CRR2
(lower risk weighting of SME exposures) has not been incorporated at this point. The reduction of risk-weighted assets has
been estimated at around €8.9bn (+33 basis points).
At June 30, 2020, the Tier 1 ratio came out at 15.4% and the total capital ratio at 18.2%, compared to 15.7% and 18.9%,
respectively, at December 31, 2019.

Transition from the statutory balance sheet to leverage ratio exposure
Groupe BPCE's leverage ratio, as calculated under the rules of the Delegated Regulation published by the European
Commission on October 10, 2014, was 4.9% at June 30, 2020 based on phased-in Tier-1 capital.
It should be noted that Groupe BPCE does not exclude centralized savings in determining its exposure, pursuant to a
European Central Bank decision. If this exemption were reauthorized, subsequent to the European Court of Justice ruling
of July 13, 2018 and a new exemption request submitted by Groupe BPCE to the ECB, the leverage ratio would come to
5.2%.
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TRANSITION FROM THE STATUTORY BALANCE SHEET TO LEVERAGE RATIO EXPOSURE

in millions of euros
Total consolidated assets as per published financial statements
Adjustment for investments in banking, financial, insurance or commercial entities that are
consolidated for accounting purposes, but outside the scope of regulatory consolidation

6/30/2020
1,433,392

12/31/2019
1,338,064

(114,393)

(112,925)

(45,363)

(38,028)

(5,430)

(15,071)

87,441
(6,645)
1,349,002

79,830
(6,722)
1,245,148

Adjustment for fiduciary assets recognized on the balance sheet pursuant to the operative accounting
framework but excluded from the leverage ratio exposure measure
Adjustments for derivative financial instruments
Adjustment for securities financing transactions (i.e. repos and similar secured lending)
Adjustment for off-balance sheet items (i.e. conversion to credit equivalent amounts of off-balance
sheet exposures)
Other adjustments
Leverage ratio exposure

Excluding subordinated debt issues not eligible as Additional Tier-1 capital, Groupe BPCE’s leverage ratio is 4.9%.

Supervision of Financial Conglomerates
As an institution exercising banking and insurance activities, Groupe BPCE is also required to comply with a financial
conglomerate ratio. This ratio is determined by comparing the financial conglomerate’s total capital against all the
regulatory capital requirements for its banking and insurance activities.
The financial conglomerate ratio demonstrates that the institution’s prudential capital sufficiently covers the total regulatory
capital requirements for its banking activities (in accordance with CRR) and insurance sector activities, in accordance with
the Solvency 2 regulation.
The calculation of surplus capital is based on the statutory scope. Insurance company capital requirements, determined
for the banking capital adequacy ratio by weighting the equity-method value, are replaced with capital requirements based
on the solvency margin. Capital requirements within the banking scope are determined by multiplying risk-weighted assets
by the rate in force under Pillar II, i.e. 14.26% at June 30, 2020 versus 13.48% at December 31, 2019. Groupe BPCE
expects to take into account the positive effect of the Decree of 24 December 2019 on life insurance surplus capital.
At June 30, 2020, Groupe BPCE’s surplus capital amounted to €15.5 billion.
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MREL
The Minimum Requirement for Own Funds and Eligible Liabilities (MREL) is set out in the European Bank Recovery and
Resolution Directive (BRRD).
It is a minimum requirement for the amount of own funds and eligible liabilities that shall be available to absorb losses in
case of resolution. The MREL corresponds to the amount of own funds and eligible liabilities expressed as a percentage
of the bank’s total liabilities and own funds after certain restatements. This total amount of liabilities and own funds is
referred to as Total Liabilities and Own Funds or TLOF.
The following items are eligible for the numerator in the MREL calculation: prudential capital, subordinated securities with
a residual maturity of at least one year (including those not eligible for prudential capital and the share of the prudential
discount on Tier 2 capital instruments), senior non-preferred securities with a residual maturity of at least one year and
certain senior preferred securities with a residual maturity of at least one year.
The MREL is used to calculate a requirement in terms of eligible liabilities and does not cover liabilities subject to bail-in
measures.
Groupe BPCE received its first consolidated MREL notification from the resolution authorities in 2018, and it has respected
the requirement since then. The requirement, reviewed each year by the Single Resolution Board, is subject to change as
European regulations evolve. A new notification was received in January 2020.
The updated total MREL requirement has been set at a level equivalent to 24.2% of the Group’s risk-weighted assets
(RWA) at end-December 2017, i.e. 24.9% at end-June 2020, down slightly from the initial requirement set in April 2018.
At June 30, 2020, Groupe BPCE’s total effective MREL ratio was 29.7%, well above current requirements.
With the notification received in January 2020, the Group also received its subordinated MREL requirement for the first
time, set at a level equivalent to 19.5% of RWA at end-December 2017, i.e. 20.0% at end-June 2020 with a total effective
ratio of 23%. For subordinated MREL, the numerator only includes junior liabilities through senior non-preferred debt.
As BRRD2, published in June 2019, is being transposed into national law, the methodology for setting the requirement
may change. The Single Resolution Board, the authority in charge of setting the requirement, will communicate its new
methodology.

TLAC
The total loss-absorbing capacity (TLAC) was defined in a document published by the Financial Stability Board (FSB) in
November 2015, with the same objective as the subordinated MREL ratio. The TLAC applies to global systemically
important banks (G-SIBs). Groupe BPCE is considered a G-SIB.
The TLAC requirement was enacted into European Union law by the CRR2.
For Groupe BPCE, the numerator is comprised of its own funds and BPCE SA’s issues that are not included in Additional
Tier 1, Tier 2 or senior non-preferred debt and which have a residual maturity of at least one year.
Under the initial requirement, TLAC-eligible instruments shall amount to 16% of risk-weighted assets, plus capital buffer
requirements (including a 2.5% capital conservation buffer, a 1% G-SIB buffer and the counter-cyclical buffer which was
0.01% at June 30, 2020). The total requirement is thus 19.51% of risk-weighted assets.
The Group keeps its TLAC (Total Loss Absorbing Capacity) ratio above the requirement. Groupe BPCE’s TLAC stood at
€98.9 billion at end-June 2020. The TLAC ratio was 23% at June 30, 2020 versus 23.3% at December 31, 2019.
The second requirement is expressed as a percentage of the leverage ratio exposure, and is set at 6%. At end-June 2020,
the TLAC ratio expressed as a percentage of leverage ratio exposures was 7.3%.
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TLAC

in millions of euros

6/30/2020

Regulatory capital elements of TLAC and adjustments
Common Equity Tier 1 capital (CET1)

66,096

Additional Tier 1 capital (AT1) before TLAC adjustments

8

Other adjustments

0

TLAC-eligible Tier 1 instruments

66,104

Tier-2 capital (T2)

12,193

Amortized fraction of Tier 2 instruments with residual maturity of at least 1 year

1,427

TLAC-eligible Tier 2 instruments

13,620

TLAC arising from regulatory capital

79,724

Non-regulatory capital elements of TLAC
Senior non-preferred debt instruments

19,200

TLAC arising from non-regulatory capital instruments before adjustments

19,200

TOTAL LOSS ABSORBING CAPACITY (ELEMENTS OF TLAC)

98,923

Risk-weighted assets and leverage exposure measure for TLAC purposes
Total risk-weighted assets adjusted as permitted under the TLAC regime
Leverage exposure measure

430,456
1,349,002

TLAC ratios
TLAC (as a percentage of risk-weighted assets adjusted as permitted under the TLAC regime)
TLAC (as a percentage of leverage exposure)

23.0%
7.3%

The creditor hierarchy for items included in the TLAC is as follows by order of repayment priority: senior non-preferred
debt, subordinated debt eligible as Tier 2 capital on issuance and subordinated debt eligible as Tier 1 capital on issuance.
Eligible liabilities and their features are published at the following address: https://groupebpce.com/en/investors/resultsand-publications/pillar-iii

5.5 Credit risks
The Credit Risk Department established special measures in response to the health crisis and its economic consequences.
This section covers the main measures implemented.

Background information
French marketplace institutions managed the crisis with two primary measures to support Corporate and Professional
customers:
• General or specific moratoria,
• Government-backed loans.
These measures are governed by forbearance and default management standards. In a guideline dated April 2, 2020, the
European Banking Authority (EBA) clarified the definition of a “general moratorium” to help avoid the classification of
exposures under the definition of forbearance. However, customers benefiting from such moratoria shall continue to be
assessed by banks, which may, depending on the presence of risk indicators, declassify a customer as defaulted.
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Pursuant to EBA recommendations, Groupe BPCE has elected to carry out a forbearance analysis based on expert
opinion, while prioritizing the most at-risk customers.

Credit risk measures implemented since the start of the crisis
Main measures taken since the start of the crisis:
• Groupwide instructions applicable to the sales and risk functions of BPCE institutions, addressing the following subjects:
− Proactive repayment deferrals for Corporate and Professional customers in selected sectors and related subjects (e.g.
payment protection insurance)
− Government-backed loans (how GBLs work, authorization diagram, content of credit application, map of Fiben and
internal ratings),
− Guidelines on certain asset classes (real estate development, hospitals, semi-public companies, LBOs, etc.),
− Forbearance management in accordance with EBA guidelines and impacts on default,
− Management of short-term authorization renewal;
• Support via regular audio sessions with Agents, Operations Division, Finance, Commitments, Disputes, Collections,
Compliance and Risk functions co-organized by the sales and risk functions;
• Establishment of a weekly Covid-19 crisis risk dashboard, oversight of potentially leveraged exposures;
• Portfolio analyses conducted with the establishment of four sector watch committees in three months;
• Baseline/stressed/adverse stress scenarios on the impact of the crisis on cost of risk;
• Additional instructions on various issues related to the supervision system: watch list, revised through-the-cycle rating
(rating over a complete cycle as compared to current conditions), with general enhancement of the supervision system;
• BPCE and Natixis implemented a geo-sector review (sector rating) aimed at providing data for an initial stress test and
at identifying additional cost of risk generated by the developing crisis. This stress test will be regularly observed and
potentially amended.
In addition to this sector review, a detailed review of each geographic area was initiated by portfolio in order to identify the
main counterparties liable to be vulnerable to the current crisis, spanning several areas deemed at-risk.

The following information should be noted for rating models:
• The assessment of the impact of economic stimulus measures (government-backed loans, moratoria) on all risk inputs
(PD, EAD, LGD) used to calculate minimum credit risk capital requirements and proposed initiatives addressing PD rating
aspects;
• Analyses aimed at incorporating government support measures in the estimation of IFRS 9 provisions for quarterly
reporting purposes.
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5.5.1 Risk measurement and internal ratings

Current situation


BREAKDOWN OF EAD BY APPROACH FOR THE MAIN CUSTOMER SEGMENTS

% breakdown
Central banks and other sovereign exposures
Central governments
Public sector and similar entities
Institutions
Corporates
Retail

Standardized
31%
43%
98%
55%
38%
12%

6/30/2020
EAD
F-IRB
61%
34%
0%
9%
23%
0%

A-IRB Standardized
8%
40%
22%
43%
1%
99%
36%
54%
39%
39%
88%
13%

12/31/2019
EAD
F-IRB
48%
35%
0%
10%
20%
0%

A-IRB
12%
23%
1%
36%
41%
87%

5.5.2 Quantitative disclosures
Credit risk exposure
Portfolio breakdown by exposure class (excluding other assets)


6/30/2020
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12/31/2019
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Breakdown of gross exposures to corporate customers by economic sector


6/30/2020
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(1)

12/31/2019 (1)

Restated 2019 data
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Geographic breakdown of gross exposures


6/30/2020

Institutions

Central governments/Central banks and other sovereign exposures

Corporates
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12/31/2019

Institutions

Central governments/Central banks and other sovereign exposures

Corporates
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Provisions and impairments
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COVERAGE OF NON-PERFORMING LOANS

Non-impaired loans showing past due balances
Assets with past due payments are performing exposures on which a payment incident has been recorded.
For example:
a debt instrument is considered past due if the bond issuer is no longer making interest payments;
a loan is considered past due if a payment or installment has been missed and recorded as such on the books;
a current account overdraft carried in “Loans and advances” is considered past due if the overdraft period or authorized
limit has been exceeded at the reporting date.
The amounts disclosed in the statement below do not include past due payments resulting from the time difference between
the settlement date and the recognition date.
Past due loans and receivables (past due principal and accrued interest in the case of loans and total overdrawn balance
in the case of current accounts) can be broken down by due date as follows:
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QUALITY OF EXPOSURES BY MATURITY

6/30/2020
Gross carrying amount - Performing exposures
Total
Loans and advances
Central banks
General governments
Banks
Other financial corporations
Non-financial corporations
o/w SMEs
Households
Debt securities
Central banks
General governments
Banks
Other financial corporations
Non-financial corporations
Off-balance sheet exposures
Central banks
General governments
Banks
Other financial corporations
Non-financial corporations
Households
TOTAL

806,896
13
130,076
10,595
18,129
273,898
125,961
374,187
85,031
450
53,257
8,797
11,218
11,309
204,367
5,947
12,605
6,650
21,787
111,657
45,721
1,096,293

Not past due or past
due ≤ 30 days

Past due > 30 days
≤ 90 days

804,053
13
130,006
10,592
18,126
272,089
125,151
373,226
85,009
450
53,257
8,797
11,218
11,287
///
///
///
///
///
///
///

2,843

889,062

2,865

70
2
2
1,808
810
960
22

22
///
///
///
///
///
///
///
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Non-performing and forborne exposures



CREDIT QUALITY OF FORBORNE EXPOSURES

6/30/2020
Accumulated impairment, or
accumulated negative fair value
adjustments due to credit risk,
and provisions

Gross carrying amount/nominal amount of
performing and non-performing exposures

Non-performing forborne
exposures

Performing
forborne
exposures

Loans and advances

o/w
defaulted

2,517

(126)

o/w collateral
received and
financial
guarantees
received on
non-performing
forborne
exposures

On nonperforming
forborne
exposures

6,155

6,155

6,146

4

4

4

(4)

13

16

16

16

(5)

78

78

78

(46)

22

22

808

2,388

2,388

2,378

(41)

(998)

1,497

1,024

1,696

3,669

3,669

3,669

(85)

(798)

4,264

2,484

71

71

71

Central banks
General governments

o/w
impaired

On performing
forborne
exposures

Collateral received and
financial guarantees received
on forborne exposures

(1,852)

5,783

3,529

1

Banks
Other financial corporations
Non-financial corporations
Households
Debt securities
Loan commitments given
TOTAL

9

27

27

27

2,525

6,254

6,254

6,244

(57)
2
(126)

(1,907)

34

22

5,817

3,551
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PERFORMING AND NON-PERFORMING EXPOSURES AND RELATED PROVISIONS AS OF 06/30/2020

Accumulated impairment, or accumulated negative fair value adjustments due
to credit risk, and provisions

Gross carrying amount/nominal amount

Performing exposures

o/w:
Stage 1

in millions of euros
Loans and advances

Performing exposures – accumulated
impairment and provisions

Non-performing exposures

o/w:
Stage 2

o/w:
Stage 2

o/w:
Stage 3

o/w:
Stage 2

(1,389)

806,896

743,862

59,750

24,035

1,351

22,652

13

0

13

19

0

19

130,076

123,176

5,034

152

11

141

Banks

10,595

10,358

226

28

0

28

(6)

(2)

Other financial corporations

18,129

16,515

1,309

160

0

160

(21)

(11)

Non-financial corporations

273,898

234,987

37,808

13,534

356

13,145

(2,251)

(1,018)

(1,233)

(6,698)

125,961

112,683

13,204

6,094

265

5,829

(1,393)

(591)

(802)

Households

374,187

358,825

15,360

10,142

983

9,159

(1,161)

(351)

Debt securities

85,031

77,182

961

295

5

290

(16)

(11)

450

450

0

53,257

51,587

422

3

3

0

(6)

(2)

(4)

8,797

8,679

30

11,218

6,824

469

Central banks
General governments

o/w SMEs

Central banks
General governments
Banks
Other financial corporations
Non-financial corporations

102

0

102

(3,481)

o/w:
Stage 1

Non-performing exposures –
accumulated impairment, or
accumulated negative changes in fair
value due to credit risk, and provisions

(42)

(5)

o/w:
Stage 3

(38)

(10,196)

(2,092)

(10,234)

(0)

(19)

0

(19)

(7)

(35)

(40)

(0)

(40)

(3)

(23)

0

(23)

(10)

(100)

0

(100)

24

(16)

(6,682)

5,018

(2,963)

(11)

(2,952)

2,712

(811)

(3,356)

(22)

(3,333)

6,334

(5)

(244)

0

(244)

(4)

0

0

(86)

(1)

(86)

(1)

(158)

0

(158)

348

3

345

9,643

40

190

1

188

12,943

1,740

275

1,463

408

186

221

5,947

384

0

12,605

7,000

544

1

0

1

2

0

2

6,650

5,200

289

72

57

15

9

7

2

12

0

12

Other financial corporations

21,787

19,279

1,759

29

1

28

25

5

20

26

0

26

Non-financial corporations

111,657

95,685

9,766

1,498

174

1,323

303

146

157

302

3

299

45,721

45,098

585

140

43

97

68

28

40

8

0

8

1,096,293

993,690

73,654

26,070

1,630

24,404

Banks

Households
TOTAL

(3,089)

(1,213)

(1,876)

(10,130)

(35)

11,412

36

0

172,646

General governments

(4)

0
(0)

11,309

Central banks

On nonperforming
exposures

0

204,367

Off-balance sheet exposures

(5)

o/w:
Stage 2

Collateral
and
financial
guarantees
received

(10,095)

193

193

11,605
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QUALITY OF NON-PERFORMING EXPOSURES BY MATURITY

6/30/2020
Gross carrying amount/nominal amount - Non-performing exposures
Unlikely to
Past due > Past due
pay that are
90 days >180 days
not past due
≤ 180 days ≤ 1 year
or are past
due ≤ 90 days
Loans and advances
Central banks
General governments
Banks
Other financial corporations
Non-financial corporations
o/w SMEs
Households
Debt securities
Central banks
General governments
Banks
Other financial corporations
Non-financial corporations
Off-balance sheet exposures
Central banks
General governments
Banks
Other financial corporations
Non-financial corporations
Households
TOTAL

24,035
19
152
28
160
13,534
6,094
10,142
295

18,218
5
78
23
118
10,588
4,944
7,407
295

3

3

102
190
1,740
1
72
29
1,498
140
26,070

102
190
///
///
///
///
///
///
///
18,514

1,259

1,064

2

6

1
508
319
749

3
470
207
585

///
///
///
///
///
///
///
1,259

///
///
///
///
///
///
///
1,064

Past due
>1 years
≤ 2 years

Past due > Past due >
2 years
5 years
Past due >
o/w
≤ 5 years
≤ 7 years
7 years
defaulted

1,357

1,248

339

1
823
252
533

40
5
8
714
141
482

210
137
128

///
///
///
///
///
///
///
1,357

///
///
///
///
///
///
///
1,248

///
///
///
///
///
///
///
339

549
13
26
30
221
93
258

///
///
///
///
///
///
///
549

22,847
19
142
28
160
13,317
5,977
9,182
291

102
190
1,606
1
21
28
1,423
134
24,744
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CHANGES IN THE STOCK OF GENERAL AND SPECIFIC CREDIT RISK ADJUSTMENTS AS OF 06/30/2020

Accumulated specific credit Accumulated general credit
risk adjustment
risk adjustment (2)
in millions of euros
Opening balance

13,232

Increases due to amounts set aside for estimated loan losses during the period

310

Decreases due to amounts reversed for estimated loan losses during the period

(127)

Decreases due to amounts taken against accumulated credit risk adjustments

(554)

Transfers between credit risk adjustments

1,015

Impact of exchange rate differences

3

Business combinations, including acquisitions and disposals of subsidiaries

119

Other adjustments

(23)

Closing balance(1)

13,975

Recoveries on credit risk adjustments recorded directly to the statement of profit or
loss
Specific credit risk adjustments directly recorded to the statement of profit or loss

(31)
50

(1)

Differences in the total amount of provisions between the above table and table 38 (Credit quality of exposures by exposure class) and Table 39
(Credit quality of exposures by industry) in Pillar III report can be predominantly attributed to differences in scope. The above table does not show
impairments on equity interests or provisions on guarantee commitments given.
(2)

The heading “Accumulated general credit risk adjustment” cannot be used under current IFRS.

5.6 Market risks
Information provided in the respect of IFRS 7

The Financial Risk Department adapted the market risk monitoring system in response to the impacts of the Covid-19 crisis
on the financial markets.

Trading book
The strong volatility of the financial markets due to the crisis had a major impact on the econometrics used to calculate
trading book indicators, generating a significant increase in the consumption of risk limits in all activities.
As a result, risk limits (particularly on the Value-at-Risk indicator) had to be adjusted to account for the increase in
econometrics. These limit adjustments were made in accordance with the Group’s risk appetite.

Banking book
In the interest of managing the impacts of the Covid-19 crisis on the Private Equity and non-operational real estate
portfolios, the Risk Division implemented a system for making adjustments to the valuation of these portfolios.
The valuations of the units held by Groupe BPCE in unlisted funds (private equity and real estate) were thus subject to
review at June 30, 2020, which involved the establishment of a Groupwide methodology used to determine a sector haircut
for these asset classes based on market data in terms of projections between listed and unlisted financial instruments
where a more detailed approach was unavailable.
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Applying this minimum haircut incorporates the economic impacts of the Covid-19 crisis on corporates in the Private Equity
portfolio and real estate funds, and thus impacts the values of the investments in these asset classes.

5.6.1 Quantitative disclosures
Groupe BPCE VaR


BREAKDOWN BY RISK CLASS
Monte Carlo 1-day 99% VaR
average
min
5.7
2.6
4.1
0.8
11.2
4.6
2.8
1.2
1.2
0.5

6/30/2020
5.4
3.6
11.6
3
1.4
25
(12.9)
12.1

in millions of euros

Interest rate risk
Credit risk
Equity risk
Foreign exchange risk
Commodity risk
TOTAL
Netting
Consolidated VaR

13.8

5.9

max
12.5
11.3
18.5
5.2
2.7

22.3

12/31/2019
6.1
0.8
4.8
1.5
0.8
14
(5.5)
8.5

Consolidated VaR for Groupe BPCE’s trading operations (Monte Carlo 1-day 99% 1-day VaR) amounted to €12.1 million
at June 30, 2020, up €3.6 million over the fiscal year. Group VaR ranged from €5.9 million to €22.3 million between
12/31/2019 and 6/30/2020.

Stress test results


MAIN HYPOTHETICAL STRESS TESTS
6/30/2020

Liquidity crisis
81
73.1
(0.9)
153.2

in millions of euros

Natixis trading
BRED trading
BPCE subsidiaries trading
OVERALL TRADING BOOK

Increase in
interest rates
(44)
23.4
0
(20.6)

Default
Emerging
by a bank Commodities market crisis
6
(40)
24
26.3
6
16.6
0.2
0.3
(0.1)
32.5
(33.7)
40.5

Default by an
influential
corporation
18
37.5
0
55.5

The highest-risk hypothetical stress test is the Commodities scenario.



MAIN HISTORICAL STRESS TESTS

in millions of euros

Natixis trading
BRED trading
BPCE subsidiaries trading
OVERALL TRADING BOOK

2011 sovereign
debt crisis
(108)
0
(0.5)
(108.5)

6/30/2020
Fed Post-2007
2008 ABS &
subprime crisis MBS corporate
measures
crisis
52
19
20.1
31.7
(0.2)
0
71.9
50.7

2008 Lehman September 11,
Bros crisis
2001
47
54
(36.1)
21.6
(0.4)
0
10.5
75.6

The historical scenario generating the highest impact is the 2011 sovereign debt crisis.
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GROUP STRESS TEST AVERAGE FOR H1 2020

in millions of euros

80
60
40
20
0
-20
-40
-60
-80



RWA AND CAPITAL REQUIREMENTS BY TYPE OF RISK
6/30/2020
RWAs

In millions of euros

Capital
requirements

12/31/2019
RWAs

Capital
requirements

Interest rate risk
Equity risk
UCI Position risk
Foreign exchange risk
Commodity risk
Settlement/delivery risk
Major trading book risks
Specific risk on securisation positions
IMA Risk

2 046
495
28
3 217
1 039
11
12
12 322

164
40
2
257
83
1
1
986

2 512
490
22
3 206
708
35
14
5 826

201
39
2
257
57
3
0
11
466

TOTAL

19 170

1 534

12 815

1 025
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5.7 Liquidity, interest rate and foreign exchange risks
5.7.1 Liquidity risk management
Information provided in the respect of IFRS 7

Objectives and policies
The system used to steer and manage liquidity risk and the organization of refinancing within Groupe BPCE is described
in detail in the 2019 Pillar III Report (Chapter 9 – page 183).
The main aim of the Group’s liquidity risk management system is to always be in a position to cope with a prolonged, highly
intense liquidity crisis while keeping costs under control, promoting the balanced development of the business lines and
complying with regulations in force.
The Finance and Strategy division organizes, coordinates and supervises the funding of Groupe BPCE on the markets.
The short-term funding of Groupe BPCE is carried out by a single treasury and central bank collateral management team,
created following the merger of BPCE and Natixis’ cash management teams.
For medium and long-term funding requirements (more than one year), in addition to deposits from customers of the
Banque Populaire and Caisse d’Epargne networks, which are the primary source of funding, the Group also issues bonds
through two main operators:
To this end, the Group relies on three mechanisms:
• BPCE (directly as BPCE or through BPCE SFH, which issues legal covered bonds (obligations de financement de
l’habitat or “OH"); and
• its subsidiary Crédit Foncier (essentially with Compagnie de Financement Foncier, a subsidiary of Crédit Foncier, which
issues covered bonds known as obligations foncières or “OF”).

Achievements in the first half of 2020/main changes
Coverage of short-term funding requirements by liquidity reserves climbed in the first half of 2020.
At June 30, 2020, liquidity reserves covered 248% of the Group’s short-term funding and the short-term maturities of MLT
debt (€129 billion at June 30, 2020 compared with €148 billion at 12/31/2019). The coverage ratio was 155% at 12/31/2019.
The Group’s LCR improved, remaining significantly above 110%: end-of-month LCRs averaged 138% in Q1 2020 and
156% in Q2 2020.
The balance of stable funds was up €79 billion compared to 12/31/2019, thanks in large part to a sharp rise in customer
deposits and savings (+€55 billion) and an increase in MLT funds (€58 billion). The rise in loan outstandings (+€28 billion)
was mainly driven by government-backed loans; excluding GBLs, outstandings would have held relatively steady in H1
2020 owing to the impacts of the crisis.
The LTD ratio, including centralization, fell 6 points to 118%, with the customer gap down €25 billion.
Over the course of H1 2020, due to the health crisis and the associated market tensions, the Group naturally stepped up
liquidity management and subsequently triggered its Contingency Funding Plan (CFP) on a preventative basis in midMarch 2020 in order to benefit from the associated leverage and prepare to handle any circumstances as they arose.
However, the policy aimed at diversifying the investor base and management of the Group’s business lines, alongside the
levels of its liquidity reserves, saw Groupe BPCE successfully through the period, with the CFP shut down on May 27 on
the back of improved liquidity conditions in April and May:
− Fund-raising capabilities quickly restored on the USD market
− Groupe BPCE was the first major European banking group to return to the market, issuing €1 billion in covered bonds
via BPCE SFH on March 24, 2020, i.e. one week after the lockdown period began, soon followed by two more issues
in April (covered bonds via Compagnie de Financement Foncier and senior preferred debt via BPCE).
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In the wake of the tensions observed in Q2 2020, Groupe BPCE received substantial liquidity resources that significantly
boosted its LCR surplus, while helping to support the economy (government-backed loans, moratoria on loan repayments,
etc.).

5.7.2 Quantitative disclosures
Liquidity reserves include cash placed with central banks and securities and receivables eligible for central bank funding.
Management of liquidity reserves, composed of deposits with central banks and the most liquid assets, allows the Bank to
adjust its cash position. Loan securitization, which transforms less liquid assets into liquid or available securities, is another
method of strengthening this liquidity reserve.
The table below presents changes in the liquidity reserve:



LIQUIDITY RESERVES
6/30/2020

12/31/2019

140

69

LCR securities

80

66

Assets eligible for central bank funding

99

96

319

231

in billions of euros

Cash placed with central banks

Total



LIQUIDITY GAPS

The Group’s liquidity gap (liabilities – assets) complies with internal limits.

in billions of euros

Liquidity gap

7/1/2020 to
6/30/2021

7/1/2021 to
6/30/2024

7/1/2024 to
6/30/2028

83.8

65.6

31.1

A liquidity gap arises from a mismatch between assets and liabilities with different maturity dates, as viewed at a static
point in time.

Customer loan-to-deposit ratio
The Group’s customer loan/deposit ratio1 was 118% at June 30, 2020 (versus 124% at 12/31/2019).

(1) Excluding SCF (Compagnie de Financement Foncier, the Group’s “société de crédit foncier”, a French covered bond issuer).
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Funding strategy and conditions in 2020

5.7.3 Management of structural interest rate risk
The system used to steer and manage liquidity risk throughout Groupe BPCE is described in detail in the 2019 Pillar III
Report (Chapter 9 – page 188).
The objective of the Group’s interest rate risk management system is to monitor each institution’s maturity transformation
level in order to contribute to the growth of the Group and the business lines while evening out the impact of any unfavorable
interest rate changes on the value of the Group’s banking books and future income.
Structural interest rate risk is controlled by a system of indicators and limits set by the Group Asset and Liability
Management Committee. It measures structural interest rate risk on the balance sheet, excluding any kind of independent
risk (trading, own accounts, etc.). The indicators used are divided into two approaches: a static approach that only takes
into account on-balance sheet and off-balance sheet positions at a set date and a dynamic approach which includes
commercial and financial forecasts.

Quantitative disclosures


INTEREST RATE GAP

Most of the Group’s interest rate gap is carried by retail banking and Insurance and primarily by the networks. This gap is
relatively stable over time and complies with internal limits.

in billions of euros

Interest rate gap (fixed-rate)*

7/1/2020 to
6/30/2021

7/1/2021 to
6/30/2024

7/1/2024 to
6/30/2028

(21.0)

13.7

1.9

* The indicator takes into account all asset and liability positions and floating-rate positions until the next interest rate reset date.

Sensitivity indicators
The sensitivity of the net present value of the Group’s balance sheet to a +/-200 bp variation in interest rates remained
significantly lower than the 20% regulatory limit. Groupe BPCE was more sensitive to a fall in interest rates with an indicator
of -1.5% at 6/30/2020, whereas at 12/31/2019 it was more sensitive to a rise in interest rates with an indicator of -5.7%.
The change in the Group’s projected one-year net interest income calculated under four scenarios (“rate increase”, “rate
decrease”, “steepening of the curve”, “flattening of the curve”) compared to the central scenario showed, at June 30, 2020,
the “rate decrease” to be the most adverse scenario, with expected losses of €40 million year-on-year.
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5.7.4 Managing structural foreign exchange risk
For the period ended June 30, 2020, Groupe BPCE, subject to regulatory capital requirements for foreign exchange risk,
recorded a stable foreign exchange position of €3,217 million versus €3,206 million at end-2019, with €257 million for
foreign exchange risk. The foreign exchange position is mainly carried by Natixis.

5.8 Legal risks
5.8.1 Legal and arbitration proceedings – BPCE
BPCE legal and arbitration proceedings did not call for any updates to the 2019 Universal Registration Document.

5.8.2 Legal and arbitration proceedings – Natixis
Only proceedings subject to updates or new proceedings are presented in this section.
Madoff fraud
Outstanding assets exposed to the Madoff affair as expressed in euros were estimated at €548.5 million at June 30, 2020
and were fully provisioned for at that date. The effective impact of this exposure will depend on both the extent of recovery
of assets invested for Natixis and the outcome of the measures taken by the bank, notably in terms of legal proceedings.
Furthermore, in 2011 a dispute emerged over the application of the insurance policy for professional liability in this case,
which had been taken out with successive insurers for a total amount of €123 million. In November 2016, the Paris Court
of Appeal vindicated the Commercial Court’s prior ruling that primary insurers were liable to cover the losses incurred by
Natixis due to the Madoff fraud, up to the amount for which the bank was insured. On September 19, 2018, the Court of
Cassation subsequently annulled the judgment under appeal and referred the case back to the Paris Court of Appeal with
a differently constituted bench. On September 24, 2019, the Court ruled against Natixis, overturning the ruling by the
Commercial Court of Paris. Natixis filed an appeal with the Court of Cassation in December 2019.
Irving H. Picard, the court-appointed trustee for Bernard L. Madoff Investment Securities LLC (BMIS), submitted a
restitution claim concerning the liquidation of amounts received prior to the discovery of the fraud through a complaint filed
with the United States Bankruptcy Court for the Southern District of New York against several banking institutions, including
a $400 million claim against Natixis. Natixis denies the allegations made against it and has taken the necessary steps to
defend its position and protect its rights. Natixis has launched appeals, including a motion to dismiss the case on a
preliminary basis, or prior to any ruling on the merits, and a motion to withdraw the reference to transfer certain matters to
the United States district court. These proceedings have been subject to numerous rulings and appeals and are still
ongoing. A November 2016 ruling by the bankruptcy court dismissed a number of restitution claims initiated by the trustee
on the grounds of extraterritoriality. In September 2017, the Second Circuit Court granted the BMIS liquidator and the
defendants the right to appeal the bankruptcy court's ruling on the grounds of extraterritoriality directly through the Second
Circuit, thereby avoiding the need to file an intermediary appeal with the district court. In February 2019, the Court of
Appeals for the Second Circuit overturned the bankruptcy court’s extraterritoriality ruling. In August 2019, Natixis joined
the group of defendants that filed a request for permission to appeal the Second Circuit Court’s ruling before the Supreme
Court. In June 2020, the Supreme Court refused to hear the case. The case will be referred back to the Second Circuit
Court of the bankruptcy court. The liquidator of BMS seeks the suspension of outstanding actions for restitution pending
the settlement of specific actions on the concept of good faith in the restitution request.
Furthermore, the liquidators of Fairfield Sentry Limited and Fairfield Sigma Limited have initiated a large number of
proceedings against investors having previously received payments from these funds for redemptions of shares (over 200
proceedings have been filed in New York). Some Natixis entities have been named as defendants in some of these
proceedings. Natixis deems these proceedings to be entirely unfounded and is vigorously defending its position. These
proceedings have been suspended for several years, and in October 2016 the bankruptcy court authorized the liquidators
to modify their initial claim. The defendants filed joint responses in May and June 2017. In August 2018, the bankruptcy
court ruled on a motion to dismiss filed by the defendants (requesting that the case be dismissed on a preliminary basis
and prior to any ruling on the merits). The judge only gave a ruling on one of the merits (that of personal jurisdiction), having
found that the latter was missing from the claim made against the defendants. In December 2018, the judge ruled on the
motion to dismiss, rejecting the liquidators’ common law claims (unjust enrichment, money had and received, mistaken
payment and constructive trust) as well as contractual claims. However, it overturned the motion to dismiss in respect of
claims founded on British Virgin Islands’ law, while reserving the right to file a plea for the application of the Section 546(e)
Safe Harbor provision. In May 2019, the liquidators appealed the bankruptcy court’s ruling before the District Court. The
defendants, including Natixis, submitted on March 9, 2020 a motion to dismiss this appeal and renewed this initial motion
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on March 16, 2020. The bankruptcy court asked the defendants to limit the motion to dismiss to arguments that can lead
to the dismissal of all the actions of the liquidators (as per Section(e) 546 of the safe harbor provision or impropriety of the
initial petition). The case is ongoing.

Union Mutualiste Retraite
In June 2013, Union Mutualiste Retraite filed three complaints against AEW S.A. (formerly AEW Europe) in relation to the
acquisition and management of two real estate portfolios in Germany between 2006 and 2008. The amounts claimed by
UMR total €149 million.
UMR and AEW SA each withdrew their complaints before the Paris Commercial Court at end-November 2019.
The case is now closed.

EDA — Selcodis
Through two complaints filed on November 20, 2013, Selcodis and EDA also brought claims before the Commercial Court
of Paris against Natixis and two other banking institutions for unlawful agreements, alleging that such actions led to the
refusal to grant a guarantee to EDA and to the termination of various loans.
Selcodis is asking for compensation for the losses purportedly suffered as a result of the court-ordered liquidation of its
subsidiary EDA, and is requesting that the defendants be ordered to pay damages and interest, which it assesses to be
€32 million. For its part, EDA is requesting that the defendants be ordered to bear the asset shortfall in its entirety, with its
amount being calculated by the court-appointed receiver.
Natixis considers all of these claims to be unfounded.
On December 6, 2018, after consolidating these claims, the Commercial Court of Paris found them to have expired and
deemed them closed. The plaintiffs filed an appeal against this ruling in January 2019.
In its judgment on June 22, 2020, the Court of Appeal reversed the decision of the Commercial Court and dismissed the
lapse of action and termination of proceedings. Natixis is reviewing its option to appeal this judgment.

Competition Authority / Natixis Intertitres and Natixis
On October 9, 2015, a company operating in the restaurant voucher sector lodged a complaint with the Competition
Authority to contest sector practices with respect to the issuance and acceptance of restaurant vouchers. The complaint
targeted several French companies operating in the meal voucher industry, including Natixis Intertitres.
In its decision of December 17, 2019, the Competition Authority ruled that Natixis had participated in two practices designed
to keep new entrants out of the meal voucher market: the exchange of confidential information and the adoption of a series
of agreements intended to lock up the market.
Natixis Intertitres was fined €4,360,000, and was issued two additional fines totaling €78,962,000, jointly and severally with
Natixis.
This decision was the subject of a press release from the Competition Authority dated December 18, 2019.
Natixis and Natixis Intertitres are appealing this decision.

Bucephalus Capital Limited / Darius Capital Conseil
On June 7, 2019, the company Bucephalus Capital Limited (a UK law firm), together with other firms, brought claims
against Darius Capital Partners (a French law firm, now operating under the name Darius Capital Conseil, and 70%-held
subsidiary of Natixis Investment Managers) before the Paris Commercial Court, to contest the breach of various contractual
obligations, particularly with respect to a framework agreement dated September 5, 2013 setting out their contractual
relations and various subsequent agreements. Bucephalus Capital Limited claims a total of €178,487,500.
Darius Capital Partners consider these claims to be unfounded.

Lucchini Spa
In March 2018, Natixis S.A. was summoned, jointly and severally with other banks, by Lucchini Spa (under extraordinary
administration) to appear before the Court of Milan, with Lucchini Spa’s receiver alleging improprieties in the
implementation of the loan restructuring agreement granted to Lucchini Spa.
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In its decision on July 21, 2020, the Court of Milan dismissed all Lucchini Spa’s claims and sentenced it to pay cost of
proceedings for a total amount of €1.2 million, of which €174k for each bank of group of banks. This decision is subject to
appeal.
The following disputes were published in the first amendment to the Universal Registration Document of May 20, 2020.
and are unchanged since this date.

Société Wallonne du Logement
On May 17, 2013, Société Wallonne du Logement (SWL) filed a complaint against Natixis before the Charleroi Commercial
Court (Belgium), contesting the legality of a swap agreement entered into between SWL and Natixis in March 2006 and
requesting that it be annulled.
All of SWL’s claims were dismissed in a ruling by the Charleroi Commercial Court on November 28, 2014. On September
12, 2016, the Mons Court of Appeal annulled the contested swap agreement and ordered Natixis to repay to SWL the
amounts paid by SWL as part of the swap agreement, less any amounts paid by Natixis to SWL under the same agreement
and taking into account any amounts that would have been paid had the previous swap agreement not been terminated.
The Court of Cassation of Belgium overturned this ruling on June 22, 2018. In February 2019, SWL lodged an appeal
procedure with a Court of Appeal.
On April 22, 2020, the Court of Appeal of Liège annulled the contested swap agreement and ordered Natixis to repay to
SWL an amount corresponding to the difference between the execution cost of the contested swap agreement and the
many amounts that would have been paid had the previous swap agreement not been terminated, in addition to interest at
the legal rate.
Natixis has decided to file an appeal against this decision.
European Government Bonds Antitrust Litigation
At the end of December 2019, Natixis was added as a defendant in a class action brought to the U.S. District Court, S.D.
New York, on allegations of violations in the market for European Government Bonds (EGBs). The class action was initially
brought against several identified banks and banks of unknown identity (“John Doe”) in March 2019.
Like the other defendants, Natixis requested the authorization of the court to file a motion to dismiss the case on a
preliminary basis and prior to any rulings on the merits, and on several grounds including lack of personal jurisdiction as
victims of antitrust practices, lack of territorial jurisdiction as well as limitation of such claims in virtue of applicable laws.
Natixis intends to defend itself against these allegations which it considers to be without merit.

5.8.3 Dependency
BPCE is not dependent upon any specific patents, licenses, industrial procurement contracts, or commercial or financial
agreements.
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5.9 Non-compliance and security risks
5.9.1 Banking compliance
During the crisis, BPCE’s compliance departments approved special Covid-19 products and exceptional processes aimed
at supporting individual, professional and corporate customers.
Three products were launched:

Compliance also established exceptional processes for existing commercial or internal products and s
ervices, with the goal of helping the Group’s customers particularly by deferring loan payments:

Banque Populaire Network products
• Student loan deferral (up to 12 months);
• Home loan deferral (total deferral of principal and interest, or partial deferral of principal with payment of interest),
excluding insurance payments;
• Professional loan deferral: automatic deferral measures (without the borrower’s prior approval initially, then for clients
requesting deferral) on payments of principal and interest for 6 months post-lockdown, extension of loan term under the
same interest rate conditions;
• Tourism-Hotels-Catering sector: extension of deferral by six additional months (principal and interest) for all sector
customers granted a deferral between March and May 2020. Total maximum deferral of 12 months;
• Smart withdrawal: increase in maximum withdrawal amount from €240 to €1500.

Caisse d’Epargne Network products
• Student loan deferral (up to 12 months), applications accepted through December 31, 2020;
• Home delivery of debit cards (during lockdown and until precautionary rules lifted);
• Home loan deferral (total deferral of principal and interest, or partial deferral of principal with payment of interest),
excluding insurance. Applications accepted through December 31, 2020;
• Transitional online application process for PRO non-life insurance policies. Proposal transmitted to customers by e-mail
(signifying notice of advice), then signed, scanned and returned by customer via e-mail. Contractual documentation
delivered via e-mail. Signed documentation + proposal (signifying notice of advice) returned to branch by post or during
on-site appointment.
• Professional loan deferral: automatic deferral measures (without the borrower’s prior approval initially, then for clients
requesting deferral) on payments of principal and interest for 6 months post-lockdown, extension of loan term under the
same interest rate conditions;
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• Tourism-Hotels-Catering sector: extension of deferral by six additional months for all sector customers granted a deferral
between March and May 2020. Total maximum deferral of 12 months.

Main sales or internal processes
• Online life insurance transactions;
• Online opening of personal equity plan;
• Online advisory services for complex products;
• Online LEA (L’Epargne Active) process;
• Online securities transactions;
• Professional cards - AMF certification;
• Cooperative shares;
• Market abuse;
• Short selling

5.9.2 Market abuse
The number of market abuse alerts increased. Criticality indicators were defined to address this increase and identify which
alerts to handle first.

5.9.3 Anti-Money Laundering and Counter-Terrorism Financing
• Organization of AML-TF teams (impact on staff)
On March 20, guidelines and directives were issued to the risk and compliance functions in order to prioritize activities
deemed critical and harmonize initiatives. At May 4, the large majority (94%) of employees worked remotely, while access
to offices was specially arranged for managers.
At the date of this publication, no unresolved AML-TF alerts were observed over the period. Institutions subject to branch
closures implemented processing solutions.
• Prioritization of processing operations
Alerts generated by AML-TF tools/scenarios have always been addressed first, using the usual tools, such as LFT (antiterrorist financing tool) and Norkom (or equivalent) scenarios involving high-risk international transactions or transactions
for significant amounts (high weekly total).
• Permanent controls
Priscop controls were focused on Level 1 quarterly financial security controls to be performed in Q2 (including suspicious
activity reports, Tracfin right of discovery).
• Support for government-backed loans (GBLs)
For customers subject to enhanced due diligence, requests for decisions on GBLs shall be examined in greater detail and
submitted to the institution’s Financial Security Department for advice.
• Implementation of the Fifth anti-money laundering directive:
No reports other than those requested by the French marketplace for the enhancement of Ficoba (records of all bank
accounts in France) and acceptance of foreign prepaid cards. The establishment of the remote onboarding process will be
accelerated in light of the current environment.
• Transaction flow filtering activity indicators (volumes processed, processing times) and supervision of asset freezing:
Alert processing is unchanged at Group institutions due to the sharp decline in volumes. Supervision of asset freezing has
not been impacted by the Covid-19 health crisis, as the system remained unchanged over the period.
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5.9.4 Information and Communication Technology Risks
Permanent controls on IT security were stepped up during the crisis. The IT supervision teams (via the SOC and CERT)
were expanded and Groupe BPCE employee awareness-raising initiatives were strengthened in terms of fraud risks.

5.10 Operational risks
The following special measures were applied to oversight of operational risks:
• Measurement of impact completeness: joint oversight between CBCP (Contingency and Business Continuity Plan)
functions and operational risks, with exchange of information and recognition of operating losses due to Covid-19 (during
monthly videoconferencing sessions of institutions’ operational risk functions).
• Verification of completeness and quality of data input to the information system: weekly check of all operational risk
incidents entered by all Group entities to ensure that Covid-19 related losses are clearly flagged as such (control carried
out by Operational Risk Function team).
• New incidents and monthly increases/decreases are reported for operational risk events related directly or indirectly to
the health crisis (COREP - Common REPorting view) as of March 1 (external fraud; execution, delivery and process
management; damage to physical assets; employment practices and workplace safety; business disruption and systems
failures; clients, products and business practice; internal fraud).
• Establishment of monthly reporting on Covid-19 losses for submission to the ECB, Group executive managers and the
operational risk function (under the responsibility of the consolidated operational risks team).

5.11 Non-banking subsidiaries risk
A pre-analysis of Covid-19 crisis impacts was conducted ahead of schedule in Q1 2020 (at end-March) on all non-banking
subsidiaries (insurance and asset management) for the information of the Supervisor Board Risk Committee.
BPCE’s Risk Division set up a dashboard aimed at monitoring the Group’s main risks during the Covid-19 crisis. Indicators
for the main Insurance and Asset Management subsidiaries were specified to provide data for such monitoring purposes
at Group level during each quarter.
The Group’s insurance operations were also included in the Covid-19 stress tests (at the ECB’s request). The Group was
able to use these stress tests to simulate the impacts of three alternative scenarios on the financial balances of insurance
subsidiaries (life and non-life) and their repercussions on the Group’s results and capital adequacy.

Natixis Assurances

Natixis Assurances is the Insurance division of Natixis and is structured into two businesses:
• the personal insurance business, focused on developing portfolios of life insurance and endowment policies for
investment and retirement purposes, as well as personal protection insurance portfolios;
• the non-life insurance business, focused on developing portfolios for auto and multi-risk home insurance, personal
accident insurance, legal protection, healthcare and property & casualty insurance.
Given the predominance of the Investment Solutions activity, the main risks to which Natixis Assurances is exposed are
financial. The Company is also exposed to underwriting risks, as well as counterparty risk.

Market risk
Market risk is in large part borne by the subsidiary BPCE Vie on the financial assets that underpin its commitments with
guaranteed principal and returns (euro-denominated policies: €58.9 billion on the main fund balance sheet). The Company
is exposed to asset impairment risk (fall in the equity or real estate market, widening spreads, interest rate hikes) as well
as the risk of lower interest rates which would generate insufficient income to meet its guaranteed principal and returns.
To deal with this risk, BPCE Vie has only sold policies with a minimum guaranteed return in recent years: more than 95%
of the policies have a zero minimum guaranteed return. The minimum guaranteed return averages 0.13%.
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To manage market risk, the sources of return have been diversified, namely via investments in new asset classes (funding
the economy, infrastructure, etc.). This diversification is managed by a strategic allocation, defined on a yearly basis, that
takes into account regulatory constraints, commitments to policyholders and sales requirements.

Credit risk
Credit risk is monitored and managed in compliance with Natixis Assurances’ standards and internal limits. At June 30,
2020, 65% of the fixed-income portfolio is invested in securities rated equal to or higher than A-.

Underwriting risk related to the personal insurance business
The main personal insurance underwriting risk is linked to the Investment Solutions activity. In an especially low interestrate environment, the biggest risk is that of fewer redemptions and/or excessive inflows in euro-denominated vehicles, as
reinvestments in securities dilute the main fund’s return. To prioritize inflows in unit-linked policies, measures have been
taken, such as the creation of unit-linked products and communication campaigns, and a communication campaign
targeting customers and the network.

Underwriting risk related to the non-life insurance business
The Non-Life Insurance underwriting risk to which Natixis Assurances is exposed is mostly borne by its subsidiary BPCE
Assurances:
• premium risk: to ensure that the premiums paid by the policyholders match the transferred risk, BPCE Assurances
implemented a portfolio monitoring policy whereby each policy is given a score based on its track record over three years.
Factored in are types of claims, number of claims, their cost and other variables specific to the activity in question (degree
of liability and bonuses/penalties for auto insurance, for instance). This monitoring policy also contributes to detecting
potential risks arising from large claims, and to arranging adequate reinsurance cover;
• risk of loss: each time inventory is taken, an actuarial assessment of the reserves for claims to be paid is conducted
based on methods widely recognized by the profession and required by the regulator;
• catastrophe risk: catastrophe risk is the exposure to an event of significant magnitude generating a multitude of claims
(storm, civil liability risk, etc.). This risk is therefore reinsured either through the government in the event of a natural
disaster or an attack, for example, or through private reinsurers, specifically in the event of a storm or a civil liability claim,
or through reinsurance pools.

Counterparty credit risk (CCR)
The counterparty risk to which Natixis Assurances is exposed mainly concerns reinsurance counterparties. The selection
of reinsurers is a key component of managing this risk:
Natixis Assurances deals with reinsurers that are subject to a financial rating by at least one of the three internationally
recognized rating agencies, and that have a Standard & Poor’s equivalent rating of A- or higher;
using several reinsurers ensures counterparty diversification and limits counterparty risk.

Coface
Through its activities, Coface is exposed to five types of risk: strategic risk, credit risk, financial risk, operational risk and
compliance risk, and reinsurance risk. The two main types of risk are credit risk and financial risk. Credit risk is defined as
the risk of loss, due to non-payment by a debtor, of a receivable owed to a policyholder of the Group. Financial risk relates
to the risk of losses arising from adverse changes in interest rates, exchange rates or the market value of securities or real
estate investments. Coface Group has a risk management framework to ensure the effective management of these
operations and processes.
Because it is listed for trading on the stock market, the main risk factors and uncertainties to which the Group is exposed
are set out in detail in Chapter 5 “Main risk factors and their management within the Group” of the Coface Group Universal
Registration Document, filed with the AMF on April 16, 2020 under number D.20-0302.
In the first half of 2020, the global economy was faced with the consequences of the Covid-19 crisis. Coface took swift
measures to adjust its risks to the new environment. In parallel, several states, mainly in Europe, worked with credit insurers
to set up guarantee mechanisms to shore up trade credit.
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5.12 Compensation policy
Information on the policies and practices on pay granted to members of the executive body and persons whose professional
activities have a material impact on the corporate risk profile are available at the following address:
https://groupebpce.com/en/investors/results-and-publications/pillar-iii
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6 ADDITIONAL INFORMATION
6.1 Statement by the person responsible for the Universal
Registration Document and its amendments
Having taken all reasonable care to ensure that such is the case, to the best of my knowledge, all of the information
contained in this amendment to the 2019 Universal Registration Document is in accordance with the facts and contains no
omission likely to affect its import.
I hereby certify that, to the best of my knowledge, the condensed financial statements of Groupe BPCE and BPCE SA
group for the most recent half-year have been prepared in accordance with applicable accounting standards and give a
true and fair picture of the financial position and the assets and liabilities of the company and all entities in the Group’s
scope of consolidation, and that the interim management report accurately reflects the highlights of the first six months of
the reporting year, their impact on the financial statements, the main related-party transactions, as well as a description of
the main risks and uncertainties for the remaining six months of the year.

Paris, September 17, 2020
Laurent Mignon
Chairman of the Management Board of BPCE
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6.2 Documents on display
This document is available on the “Investors” Section of the Group’s website (www.bpce.com), or from the AMF website
(www.amf-france.org).
All
regulated
information
published
in
the
last
https://www.groupebpce.fr/Investisseur/Information-reglementee.

12 months

is

available

online

at

Any person wanting further information about Groupe BPCE may, with no commitment and free of charge, request
documents by mail at the following address:
BPCE
Département Émissions et Communication Financière
50, avenue Pierre-Mendès-France
75013 Paris
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6.3 Cross-reference table for the Universal Registration Document
This Amendment to the Universal Registration Document must be read and interpreted in conjunction with the documents
listed below. These documents are incorporated in this Amendment and are deemed to be an integral part of it:
- the 2019 Universal Registration Document including the annual financial report, filed with the Autorité des Marchés
Financiers on March 25, 2020 under number D.20-0174, available on the BPCE website:
https://groupebpce.com/en/investors/results-and-publications/registration-document
- the first Amendment to the 2019 Universal Registration Document including the annual financial report, filed with the
Autorité des Marchés Financiers on May 28, 2020 under number D.20-0174-A01, available on the BPCE website:
https://groupebpce.com/en/investors/results-and-publications/registration-document
All the documents incorporated in this Amendment to the Universal Registration Document were filed with the Autorité des
Marchés Financiers and are available on the issuer’s website (https://groupebpce.com/en/investors/results-andpublications/registration-document) and on the AMF website (https://www.amf-france.org/fr).
The information incorporated by reference should be read in accordance with the table below. Any information not referred
to in this table but which is part of the documents incorporated by reference is provided for information purposes only.
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Universal
1st Amendment
Registration
Document
to
the
Universal
filed on March 25, Registration Document
2020
filed on May 28, 2020

Category referenced in Annexes 1 and 2 of Delegated
Regulation 2019/2020
Page No.

Page No.

to the Universal
Registration
Document
filed on September
17, 2020
Page No.

1

Persons responsible

1.1;
1.2

Statement by the person responsible

680

68

338

1.3;
1.4

Information from third parties, expert
statements, and declaration of any interest

N/A

N/A

N/A

1.5

Approval of the competent authority

N/A

N/A

N/A

2

Statutory Auditors

553-554

61

278

3

Risk factors

561-570

50-51

284-298

4

Information about the issuer

4.1

Company name and Commercial name

660

73

348

4.2

Place of registration, registration number and ID
of legal entity

660

4.3

Date of incorporation and term of company

660

4.4

Registered office and legal form

660

73
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5

Business overview

5.1
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23-39; 201-210

5.2

Main markets

23-39; 201-210

5.3

Highlights

18-19; 197-199;
230-231;
378-379; 496

5.4

Strategy and objectives

5.5

Dependence of the issuer on patents or
licenses, industrial, commercial or financial
contracts or new manufacturing processes

645

5.6

Basis of statements made by the issuer
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23-39

5.7

Investments

6

Organizational structure of the Group

6.1

Description of the Group

3-11; 14-17; 220

74 ; 84

6.2
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5; 16; 351-360;
484-487;
526-530

84

7

Operating and financial review

7.1
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200-201; 221-226;
369-374;
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11-72 ; 75-81 ; 178184

7.2
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200; 221; 369;
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8
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272-276; 371-373;
419-422; 505;
537-538; 589-592

23; 37-40; 52-55
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215

Information on the issuer’s capital resources

GROUPE BPCE ■ 2nd Amendment to the 2019 Universal Registration Document ■ 341

2nd Amendment
Universal
1st Amendment
Registration
Document
to
the
Universal
filed on March 25, Registration Document
2020
filed on May 28, 2020

Category referenced in Annexes 1 and 2 of Delegated
Regulation 2019/2020
Page No.
8.2

Sources and amounts of issuer’s cash flows

8.3

Information on the issuer’s
requirements and funding structure

8.4

Page No.

to the Universal
Registration
Document
filed on September
17, 2020
Page No.

226; 374

81 ; 184

201; 272-273;
419-420; 537;
636-639

7; 24

15 ; 41 ; 329

Information regarding any restrictions on the
use of capital resources that have affected or
could affect the issuer’s operations
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8.5
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49-50
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Trend information
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N/A

15
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15.1
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15.2
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15.3

Arrangements allowing employees to purchase
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16

Major shareholders

16.1
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16.2
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662-665
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662-665
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18.5

Dividend policy

18.6
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18.7

Significant change in the issuer’s financial
position

19
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3-48
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financial 361-368; 488-495;
544-547
N/A

3-48

11-49

499; 501; 661
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72 ; 86
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59-60
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662-663
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and

articles

of
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In accordance with Article 19 of Regulation (EU) 2017/1129 of the European Parliament and of the Council of June 14,
2017, the following information is incorporated by reference in this Universal Registration Document:
Groupe BPCE’s consolidated financial statements for the fiscal year ended December 31, 2018 and the Statutory Auditors’
report, presented on pages 397 to 406 of the Registration Document filed with the AMF on April 2, 2019 under number
D.19-0252;
BPCE SA group’s consolidated financial statements for the fiscal year ended December 31, 2018 and the Statutory
Auditors’ report, presented on pages 532 to 541 of the Registration Document filed with the AMF on April 2, 2019 under
number D.19-0252;
BPCE’s annual financial statements for the fiscal year ended December 31, 2018 and the Statutory Auditors’ report,
presented on pages 585 to 588 of the Registration Document filed with the AMF on April 2, 2019 under number D.19-0252;
Groupe BPCE’s consolidated financial statements for the fiscal year ended December 31, 2017 and the Statutory Auditors’
report, presented on pages 350 to 357 of the Registration Document filed with the AMF on March 28, 2018 under number
D.18-0197;
BPCE SA group’s consolidated financial statements for the fiscal year ended December 31, 2017 and the Statutory
Auditors’ report, presented on pages 450 to 457 of the Registration Document filed with the AMF on March 28, 2018 under
number D.18-0197;
BPCE’s annual financial statements for the fiscal year ended December 31, 2017 and the Statutory Auditors’ report,
presented on pages 503 to 506 of the Registration Document filed with the AMF on March 28, 2018 under number D.180197.
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The 2018 Registration Document filed with the AMF on April 2, 2019 under number D.19-0252 and the 2017 Registration
Document filed with the AMF on March 28, 2018 under number D.18-0197 are available at the following link:
https://groupebpce.com/en/investors/results-and-publications/registration-document

The information presented on Groupe BPCE’s institutional website is not included in the Groupe BPCE Universal
Registration Document, unless explicitly incorporated for reference purposes.
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6.4 Cross-reference table for the annual financial report and the
management report
This document includes the information required in an interim financial report mentioned in Article L. 451-1-2 of the French
Monetary and Financial Code and Articles 222-4 and 222-6 of the AMF General Regulation.

Items of the interim financial report

Page no. in the 2nd
Amendment to the
Universal Registration
Document dated
September 17, 2020

Condensed consolidated financial statements at June 30, 2020
Condensed consolidated financial statements of Groupe BPCE

75-176

Condensed consolidated financial statements of BPCE SA group

178-276

Half-year activity review
Significant events occurring in the first half of the financial year and their impact on the
interim financial statements

6-10 ; 85-90 ; 188-193

Description of the main risks and uncertainties for the remaining six months of the
financial year

72-73

Main transactions with related parties
Certification of the person responsible for the interim financial report

174-175 ; 274-275
338

Statutory Auditors’ report on the interim financial statements
Statutory Auditors’ report on the condensed consolidated financial statements of
Groupe BPCE

177

Statutory Auditors’ report on the condensed consolidated financial statements of
BPCE SA group

277
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