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Attica Bank’s capital quality improves after Greek
government's capital injection
On 9 August, Attica Bank S.A. (Caa3 stable, caa31) announced that it had received €151.9
million of new capital from the Government of Greece (Ba3 stable). The capital injection
relates to the final and cleared tax claim against the state, after the deferred tax credit (DTC)
law was triggered following the net losses reported by the bank in 2020.
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The capital injection is credit positive for Attica Bank because it improves the quality of
its tangible capital through cash received from the state, and also paves the way for its
planned share capital increase in 2021. Attica Bank's higher tangible capital levels will also
enable it to execute its transformation plan by reducing its large stock of nonperforming
exposures (NPEs) and allow it to extend new loans to enhance its core revenues. Moreover,
the triggering of the DTC law and the actual injection of capital by the government set
precedents with regards to the implementation of the law in the Greek banking system.
The injection of approximately €152 million in cash by the government, which will replace
a corresponding amount of DTCs on Attica Bank’s balance sheet, will improve its tangible
common equity position and paves the way of its upcoming share capital increase of up
to €240 million by the end of 2021. These new capital funds will help the lender meet its
regulatory capital requirements and reduces the risk of it being resolved, which would be
detrimental to its creditors.
We estimate that the bank's pro-forma Common Equity Tier 1 (CET1) ratio will increase to
around 11.8% from 3.7% in March 2021, and its capital adequacy ratio (CAR) will rise to
15.2% from 7.1% over the same period (see exhibit). The bank's regulatory CET1 requirement
is 8.7% and its CAR requirement is 10.7%. The tangible capital improvement will come at a
cost to existing shareholders, whose ownership will be diluted, while the Greek government
will become the bank's majority shareholder temporarily with a stake of around 52%
following the DTC trigger and prior to the share capital increase.
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Exhibit 1

The injection of new capital will improve Attica Bank’s capital metrics
Attica Bank’s capital evolution
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Note: The pro-forma capital metrics estimate above assumes €240 million of share capital increase and does not consider the bank's second quarter 2021 performance.
Source: The bank’s financial statements

Attica Bank's capital needs over the next 3 years have been estimated at around €300 million, which will help the bank to double its
loan book during the same period, and enhance its weak profitability. The bank will consider potential Additional Tier 1 or Tier 2 bond
issuances to complement its share capital increase, which will enable it to implement its transformation business plan.
A major pillar of the transformation plan is improving the bank's asset quality by reducing its NPEs through significant securitisations.
Asset quality remains a key challenge and a source of continued strain on profitability: Attica Bank's ratio of NPEs to gross loans was a
high 44% as of March 2021. The bank's updated strategy includes the securitisation and sale of around €870 million of NPE portfolios
(projects Astir I & II, and Omega2) through the government's Asset Protection Scheme (HAPS II). Attica Bank's ambitious goal is to
reduce its ratio of NPEs to gross loans to less than 4% over the next 12-18 months based on its strategic business plan.
As of March 2021, Attica Bank's capital structure incorporated €249 million in the form of deferred tax assets that are eligible for
conversion into DTCs. Following the DTC conversion, we expect approximately €97 million of such DTCs to remain on the bank's
balance sheet. The triggering of the DTC law and the actual injection of new capital by the government to some degree ensure the true
value of Greek banks’ sizeable DTCs in their capital structure,3 including those remaining for Attica Bank.

Endnotes
1 The ratings shown in this report are Attica Bank’s deposit rating and Baseline Credit Assessment.
2 The Omega securitisation includes loans with a total value of about €1.3 billion.
3 Deferred tax assets eligible for DTC conversion is a common feature of Greek banks’ capital base.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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