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Banco Santander Incurs Large Impairments – No Direct 
Impact On Rating But JCR Will Monitor Future Development 
of Earnings Capacity 

 

The following is Japan Credit Rating Agency, Ltd. (JCR)'s opinion on Banco Santander, S.A.’s large 
impairments.  
(1) Banco Santander, S.A. incurred non-recurring impairments of EUR12.6 billion in the first half of 

2020 including goodwill impairment and valuation adjustment of deferred tax assets (DTAs), 
resulting in a net loss of EUR10.8 billion. These impairments are associated with the deterioration 
of economic outlook due to the COVID-19 pandemic. The goodwill impairment includes the UK 
(EUR6.1 billion), the US (EUR2.3 billion), Poland (EUR1.2 billion) and Santander Consumer 
Finance, the consumer finance business in Europe (EUR477 million). The valuation adjustment of 
DTAs relates to the bank’s Spanish operations.  

(2) These impairments do not have an impact on the bank’s capital, with its common equity tier 1 ratio 
at the end of June 2020 rising to 11.84% from 11.58% at the end of 2019. The bank maintained a 
certain level of profits despite the deterioration of the operating environment due to the COVID-19 
pandemic. JCR therefore deems that these impairments do not directly affect the rating. However, 
economic outlook in the markets where the bank operates remains uncertain, and the bank’s 
earnings capacity could be negatively affected in the medium-term. JCR will closely monitor future 
developments. Excluding the non-recurring items such as impairments, the bank’s underlying profit 
before tax in the first half of 2020 dropped by 49% from the same period of the previous year as 
net operating income declined by 8% while loan loss provisions increased by 63%. 
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