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● Banks are still not expensive, which should continue to allow relatively 

muted reactions to uninspiring / weak results (e.g. Deutsche Bank 4Q) 
● Early 4Q bank results confirm our view that the benign outlook for the 

sector will continue into mid-year with resilient NII a key feature 
● We examine below appropriate positioning for key results this week 

including BNP, UBS, BMPS, SocGen and Danske 
● Cost control is becoming more important, with absolute expense 

misses justified by above-consensus revenues at 4Q - this will end soon 
● Positive capital return surprises are likely now few and far between 

but will be well rewarded versus the sector 
● Further SX7P outperformance may be determined by the outlook for 

other SXXP sectors more than by bank fundamentals  
● The pace of rate cuts globally is complicated by US tariffs, with 

currency moves and STOXX 600 rotation now key (see below) 
 

YTD European Sector Performance 

 
Source: Bloomberg 
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4Q Earnings Supportive 
The European banking sector (SX7P) is now trading within a couple of 
percent of 15-year highs. This in part explains somewhat muted share 
price reactions to largely positive bank results to date, and is not a 
surprise.  
 
We continue to expect limited negative surprises from FY24 earnings and, 
on current trajectory, we would expect, on average, low single digit EPS 
upgrades to 2025 consensus. Sell-side estimates will remain cautious on 
provision charges irrespective of across-the-board beats on this line item 
which will become more important for sector sentiment from the start of 
2H25. 
 
Top SX7P Performers YTD 

 
Source: Bloomberg 

 

Year-to-date, the banks’ 3% outperformance of the STOXX600 has been 
relatively evenly spread across countries. KBC (suffered from rotation into 
ING and ABN), Monte Paschi (bizarre unsolicited bid for Mediobanca) 
and Danske (Nordic revenue pressure fears offsets capital return 
prospects) are three notable underperformers where the desk has recently 
initiated positions across alpha capture exposure. 
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4Q Results so far… 
● Swedbank +4% on the day - NII and Fees both better, lower 

provisions vs. consensus, cost miss justified by higher revenues, 
CET1 small miss but DPS better.  

● Bankinter -1% on the day - Very mixed and low quality but unique 
business mix so limited readacross. 

● SEB -4% on the day - Mixed with better NII and lower provisions 
the positives and small disappointment on special divi CET1 on 
higher RWAs. Likely a good source of funds going forward. 

● CaixaBank -1% on the day - Solid but uninspiring with small NII 
beat, lower provisions and better cost-income ratio offset by small 
miss on DPS and new buyback only in line with consensus 

● Deutsche -2% on the day - FICC and IB revenues a good beat, 
costs miss and small miss on provisions (less bad than last 2 
quarters). Intraday recovery from -5% confirms sanguine market 
view of European banks given lowly valuations. Also consensus is, 
rightly we believe, 3% below company 2025 revenue target of ~€32 
billion  

● Nordea +1% on the day - No slip-ups, largely in line with very 
small DPS miss, lower provisions and CET1 beat 

● BBVA +1% on the day - solid delivery at the PPOP level with 
better revenues and worse costs (typical EM-exposed bank story). 
CET1 capital return positives. Tariffs / Sabadell deal yet to close, 
likely an interesting story for later in 2025  

The Week Ahead - Names to Watch 

 
Source: Bloomberg 
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With a number of large-cap banks reporting next week, consistent revenue 
beats and solid capital/capital return stories are likely and should provide 
several positive surprises for names that have lagged. BNP (where the 
desk has an AC position) and UBS are two major names that kick off a big 
week. 
 
BNP vs. SX7P - Reports 4th Feb 

 
Source: Bloomberg 

 
Trading near multi-year relative valuation lows with strategic optionality in 
Italy, the acquisition of AXA IM ongoing and low investor expectations, 
4Q24 earnings may offer the chance to end the underwhelming period of 
disappointment with little currently baked into the price. S&T, French and 
Italian revenue outlook and capital allocation plans are key 
 
FICC - Consensus implies 13% FICC growth which must, and should be 
exceeded. Equities - Consensus implies 16% Equities growth which is 
likely to be beaten 
Costs and comp -  €4.3 billion of compensation may be missed with a 
significant beat on FICC but any unfunded (eg excess revenues) expense 
miss will be punished despite recent underperformance) 
 
CPB&S - 4Q24 Consensus Expectations

 
Source: Bloomberg MODL 
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UBS vs. SX7P - Reports 4th Feb 

 
Source: Bloomberg 

 
UBS’s resilient share performance in the face of fears about a material 
increase in the Swiss Too Big To Fail capital requirements led the desk to 
take profits in January after a strong run, and hold no AC position at time 
of publication. Unknowns about capital return capacity vs. an additional 
$10 billion capital requirement (worst case) will continue to overshadow 
the story. 
 

 
Source: Bloomberg 

 

Further, trading on 15x 2025 EPS and 1.2x tangible book for a 7-8% 
ROTE, UBS is comfortably at the expensive end of the sector range. 
Consensus forecasts for a 4Q equity trading increase of 19% look 
achievable, with a CET1 of 14.4% potentially light should TBTF 
requirements rise. 
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An update on synergies from Credit Suisse, with $7.5 billion of cost 
savings delivered so far versus $13 billion targeted by end-2026, will also 
likely focus on Swiss IT migration. In short, numbers will have to be very 
positive for further outperformance of the sector, the desk believes. 
 
CredAg vs. SX7P - Reports 5th Feb 

 
Source: Bloomberg 

Credit Agricole has performed in line with the sector YTD, having trailed 
by nearly 20% in 2H24. Inexpensive versus the sector, but less cheap 
than either Societe Generale or BNP, and with a lower CET1 ratio and 
capital return profile thanks to its ownership structure, we prefer BNP as 
the mean-reversion underperformer play, and SocGen as a medium-term 
M&A target and restructuring play.  
 
Amundi (majority owned by CredAg) reports on 4th Feb and clarity on the 
febrile M&A scene in Italy and distribution agreements is key for improving 
sentiment on CredAg’s Italian strategy. Much is now in the price for 
CredAg but absent positive catalysts we find better value elsewhere. 
 
Amundi Share Price vs. Consensus 2025 AuM 

 
Source: Bloomberg 
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Monte Paschi vs. SX7P - Reports 5th Feb 

 
Source: Bloomberg 

 
Monte Paschi’s long and volatile history entered a new phase of the story 
with its left-field and unsuccessful bid for Mediobanca in late January. A 
13% underperformance versus the sector since has, ahead of 4Q 
earnings, provided an interesting opportunity to re-enter a name almost 
certain to be fulcral to the further consolidation of Italian banking. 
 
Monte Paschi’s 18%-plus CET1 ratio, 90% payout ratio and 13% dividend 
yield gives us comfort that left-field bids notwithstanding (and utilisation of 
€2.9 billion of deferred tax assets), Monte Paschi as an investment case is 
sound and will ultimately emerge not as a predator, but rather as prey. 
 
SocGen vs. SX7P - Reports 6th Feb 

 
Source: Bloomberg 

 
Societe Generale’s 52% 6-month total return is exactly double the sector, 
and reflects high expectations from recent management change. It also 
discounts a reversal of fears that the lender would be subject to a material 
RWA add-on (similar to KBC’s 3Q23 hit) and consensus now points to a 
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year-end CET1 ratio of about 13.2%. Capital, equities sales & trading and 
french retail will be critical areas of focus at the full year results.  
 
Consensus 2024, 2025 ROTE vs. Share Price 

 
Source: Bloomberg 

 
Trading at less than 0.5x TNAV for an ROTE just shy of 7%, capital return 
and a credible path to raising ROTE to above 8% by end-2026 are key to 
support the next leg of the share price recovery.  
 
On a medium term view, SocGen remains one of the most compelling 
European bank investment stories but near term, given recent strength, 
we prefer to see delivery before advocating it as a top holding relative to 
peers. 
 
Danske vs. SX7P - Reports 7th Feb

 
Source: Bloomberg 
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Danske Bank reports on Feb 7, and much depends on its capital return 
commentary with consensus currently calling for -1% revenue contraction 
through 2026 on 2.5% annual RWA growth. We would expect consensus 
to be met or beaten on all lines but CET1 levels and credit outlook will 
determine DPS and buyback scope. 
 
Expectations for the lender to return 25% of its market cap in 2025/2026 
via dividends (11% divi yield) and buybacks are key to performance. 
Danske is the cheapest of the large cap Nordics on PE and implied cost of 
equity and would be our preferred play there. Similar to 3Q earnings, 
where the earnings surprise of 8% drove a 3% bounce on the day, we 
believe that expectations for Danske’s capital return capacity are now 
underappreciated leaving room for a positive reaction to solid delivery. 
 
Trading at 8x 2025 PE, and 1x TNAV for a 12% ROTE and dividend yield 
of 8.5%, the risk-reward balance appears favourably balanced versus 
many other European banks. 

Trump, Tariffs, Inflation and Rates 
Donald Trump’s imposition of tariffs on Mexico, Canada and China - 
effective 4th Feb - and promise that tariffs on the EU will “definitely 
happen” has roiled currency markets and pushed oil a little higher (albeit 
from the lower end of its recent trading range. 
 
The more important consequence from the banks’ perspective is how this 
may impact the trajectory of interest rate cuts, credit quality as well as 
exports and trade.  
 
Dollar Spot Index hits 2-year Highs  

 
Source: Bloomberg 
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To that end, Germany (autos and industrials), Italy and France (luxury, 
agricultural) and Ireland (resident US multi-nationals) are considered most 
in the firing line. 
 
Mexican Peso - think BBVA - Hit Hardest 

 
Source: Bloomberg 

 
The BOE looks set to cut a quarter point on Feb 6th with markets now 
pricing in one more cut by mid-year. Prior to the tariff announcements, the 
desk would have assumed that this would prove a little doveish. 
 
BoE Rate Path 

 
Source: Bloomberg 
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Markets will no doubt adopt something of a risk-off approach while 
assessing the threat and follow through from the Trump administration and 
2-year yields will continue to tick higher.. 
 
For the ECB, a further cut at the next meeting still seems most likely albeit 
cuts beyond this - both pace and timing - will now be dictated by tariff 
discussions. 
 
ECB Rate Path 

 
Source: Bloomberg 
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Sector Rotation - Finely Balanced 

 
Source: Bloomberg 

 
From a sector rotation perspective, the SX7P (grey line) still looks 
favourably positioned relative to the wider markets, with higher for longer 
rates now potentially offset by growing credit risk and slowing growth from 
a trade war.  
 
Tech YTD Gains vs. Deep Seek, Trade Wars 

 
Source: Bloomberg 

 
From a sector perspective, the Tech space (SX8P) and Consumer 
Products and Services (S600CPP) had both been trending most positively 
(see below). 
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Consumer Products YTD Strength Driven by Luxury 

 
Source: Bloomberg 

 
Banks command about 10% weighting currently in the SXXP with 
healthcare and industrials representing about 30%, both of which appear 
to be in the US administration’s crosshairs. Further, should tariffs on China 
prove the start of an escalating trade war, luxury goods sales will suffer 
and a key headwind to further outperformance by the banks removed. 
 
STOXX 600 Latest Factsheet  
 

 
Source: www.STOXX.com 
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Top SXXP Constituents - 3-mth Perf, Mkt Cap US$ 

 

Source: Bloomberg 

 

STOXX 600 - Latest Weightings 

 

Source: www.STOXX.com 
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Disclaimer: 

Important Disclosure Statement from TriggerPoint Research Ltd. 

This document is issued by TriggerPoint Research Ltd. Limited solely for its clients. It is 
for professional clients only. It may not be reproduced, redistributed or passed to any 
other person in whole or in part for any purpose without written consent of TriggerPoint 
Research Ltd.. This material is not directed at you if TriggerPoint Research Ltd. is 
prohibited or restricted by any legislation or regulation in any jurisdiction from making it 
available to you. 

This document is provided for information purposes only and should not be regarded as 
an offer, solicitation, invitation, inducement or recommendation relating to the 
subscription, purchase or sale of any security or other financial instrument. This 
document does not constitute, and should not be interpreted as, investment advice. It is 
accordingly recommended that you should seek independent advice from a suitably 
qualified professional advisor before taking any decisions in relation to the investments 
detailed herein. All expressions of opinions and estimates constitute a judgement and, 
unless otherwise stated, are those of the author and the research department of  
riggerPoint Research Ltd. only, and are subject to change without notice. TriggerPoint 
Research Ltd. is under no obligation to update the information contained herein. Whilst 
TriggerPoint Research Ltd. has taken all reasonable care to ensure that the information 
contained in this document is not untrue or misleading at the time of publication, 
TriggerPoint Research Ltd. cannot guarantee its accuracy or completeness, and you 
should not act on it without first independently verifying its contents. This document is not 
guaranteed to be a complete statement or summary of any securities, markets, reports or 
developments referred to herein. No representation or warranty either expressed or 
implied is made, nor responsibility of any kind is accepted, by TriggerPoint Research Ltd. 
or any of its respective directors, officers, employees or analysts either as to the accuracy 
or completeness of any information contained in this document nor should it be relied on 
as such. No liability whatsoever is accepted by TriggerPoint Research Ltd. or any of its 
respective directors, officers, employees or analysts for any loss, whether direct or 
consequential, arising whether directly or indirectly as a result of the recipient acting on 
the content of this document, including, without limitation, lost profits arising from the use 
of this document or any of its contents. 

This document is provided with the understanding that TriggerPoint Research Ltd. is not 
acting in a fiduciary capacity and it is not a personal recommendation to you. Investing in 
securities entails risks. Past performance is not necessarily a guide to future 
performance. The value of and the income produced by products may fluctuate, so that 
an investor may get back less than he invested. Investments in the entities and/or the 
securities or other financial instruments referred to are not suitable for all investors and 
this document should not be relied upon in substitution for the exercise of independent 
judgement in relation to any such investment. The stated price of any securities 
mentioned herein will generally be the closing price at the end of any of the three 
business days immediately prior to the publication date on this document. This stated 
price is not a representation that any transaction can be effected at this price. 

TriggerPoint Research Ltd. and its respective analysts are remunerated for providing 
investment research to professional investors, corporations, other research institutions 
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and consultancy houses. TriggerPoint Research Ltd., or its respective directors, officers, 
employees and clients may have or take positions in the securities or entities mentioned 
in this document.  Any of these circumstances could create, or be perceived as creating, 
conflicts of interest. TriggerPoint Research Ltd. analysts are not censored in any way and 
are free to express their personal opinions. As a result, TriggerPoint Research Ltd. may 
have issued other documents that are inconsistent with and reach different conclusions 
from, the information contained in this document. Those documents reflect the different 
assumptions, views and analytical methods of their authors. No director, officer or 
employee of TriggerPoint Research Ltd. is on the board of directors of any company 
referenced herein and no one at any such referenced company is on the board of 
directors of TriggerPoint Research Ltd.. 

 

TriggerPoint Research Ltd. is an appointed representative of Messels Ltd which is 
authorised and regulated by the Financial Conduct Authority. Residents of the United 
Kingdom should seek specific professional financial and investment advice from a 
stockbroker, banker, solicitor, accountant or other independent professional adviser 
authorised pursuant to the Financial Services and Markets Act 2000. 

The content of this report is covered by our Policy of Independence which may be viewed 
at www.TriggerPoint Research Ltd..com 

The performance history of research recommendations over the last 12 months is 
available to clients on request. 

Analysts’ Certification 

The analysts involved in the production of this document hereby certify that the views 
expressed in this document accurately reflect their personal views about the securities 
mentioned herein. The analysts point out that they may buy, sell or already have taken 
positions in the securities, and related financial instruments, mentioned in this document. 

 

=============================================================== 

  

POLICY OF INDEPENDENCE 

All investment research issued by TriggerPoint Research Ltd. is independent, impartial 
and objective. TriggerPoint Research Ltd. does not conduct any investment business with 
or for its clients, other than the provision of investment research and advice. TriggerPoint 
Research Ltd. staff have no other responsibilities which could conflict with the interests of 
our clients. TriggerPoint Research Ltd. does not carry out any corporate finance 
business; and has no involvement in raising capital for corporate clients. TriggerPoint 
Research Ltd. has no other regulated or unregulated business activities which conflict 
with its provision of independent research. 
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