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Foreword to the Financial Stability Review  

 

The performance of the financial system in recent years has been shaped by very 
different risks from those to which we were accustomed in the past. They mostly come 
from the macroeconomic environment and from the natural environment, i.e. from out-
side the banking system. Conversely, the risks inherent in the banking system or the 
financial system themselves have recently been diminishing. 

The first set of factors, which are affecting the financial system and will continue to do 
so in the future, certainly include the gradual cooling of the euro area economy, and 
also persistent high inflation. This situation has led us to raise our interest rates for the 
tenth consecutive time at our latest monetary policy meeting. The key interest rates 
have thereby reached levels that, maintained for a sufficiently long duration, will make 
a substantial contribution to the timely return of inflation to the target.  

The rapid rise in interest rates over the past year has created highly favourable condi-
tions for bank performance. The revision to last year’s GDP figures has worsened the 
picture that we had of the Slovenian economy. Uncertainties related to the data basis 
are also affecting the forecasts of future developments. Currently, there is still little data 

available for the third quarter, and it does not provide a clear picture of macroeconomic develop-
ments in Slovenia. The picture will also be affected by the aftermath of the summer’s severe 
weather events, which caused damage of unprecedented magnitude. 

The real estate market lies between the two groups of factors, internal and external. The central 
bank is able to exert indirect influence on it, albeit to a limited extent, via interest rate levels and 
through macroprudential policy. Recently there has been a gradual slowdown in price growth, in 
the wake of a slightly sharper decline in volume, which is indicative of a possible reversal in the 
market. The indicators of overvaluation of residential real estate have undergone a downward 
reversal, and suggest that overvaluation relative to fundamentals is less than in previous quar-
ters. In the wake of the rise in interest rates, the volume of new housing loans has also returned 
to its levels before 2021. All of this points to a correction in the real estate market, muted for now, 
which had seen the risk assessment lowered to moderate even in the previous quarter. 

Exposure to credit risk has been high in recent years, on account of a variety of factors, but the 
level of credit risk is diminishing. Despite predictions to the contrary in previous years, NPL ratios 
have been gradually declining since the pandemic, and are currently at record low levels. They 
are also declining in the sectors that were worst hit during the pandemic. The aftermath of Au-
gust’s natural disasters poses a certain level of risk. Performance in energy-intensive sectors 
deteriorated after the outbreak of the Russian military aggression against Ukraine, while the 
gradual rise in interest rates might also see a deterioration in the bank portfolio segments that 
carry variable interest rates. Here it should also be noted that over the last ten years the Slove-
nian banking system has made a significant move away from variable interest rates towards fixed 
interest rates, particularly in household lending. Merely just over a tenth of household loans car-
ried a fixed interest rate at the end of 2013, but today the figure is almost three-quarters. This 
has reduced credit risk in the banking system, but at the same time has increased interest rate 
risk. Interest rates for the majority of borrowers have been negative in real terms for some time 
now, thanks to persistently high inflation.  

Given this asset structure, the situation in the Slovenian banking system is less difficult than in 
certain euro area countries where variable interest rates are prevalent on loans. It is significantly 
easier for banks to manage interest rate risk than their customers, particularly households and 
small businesses. In the current uncertainty surrounding future interest rates, we have kept our 
assessment of interest rate risk as elevated, but there are signs of a decline. The repricing gap 



 

remains at the level reached in the early part of the year, but the rise in liquid assets and the 
increase, albeit very slow, in the share of fixed-term deposits point to a decline in interest rate 
risk in the future. 

The Slovenian banking system has largely relied on deposit funding, traditionally the most stable 
source, for a number of years now. In the low interest rate environment bank customers had no 
incentive to fix deposits, which meant that the structure of bank funding evolved over the course 
of just over a decade to the point where the majority of deposits are sight deposits. From a bank 
perspective this funding is favourable in cost terms, but also brings certain risks, which now that 
interest rates are gradually normalising might be realised at individual banks in the switching of 
deposits between banks, or in their withdrawal from the banking system entirely. The assessment 
of interest rate risk has therefore been held at moderate. Actual switching from sight deposits to 
fixed-term deposits remains modest, as Slovenian banks are only raising interest rates on de-
posits slowly, and among the slowest in the euro area. With real interest rates highly negative, 
customers might be encouraged to consider alternative investments, and so it makes sense for 
the banks to closely monitor the competition in the sector and to actively adjust their deposit 
interest rates.  

The gradual adjustment of interest rates on the liability side is one of the main factors contributing 
to the high incomes generated recently by banks. Amid modest demand for loans, assets placed 
with the central bank also currently present a good investment opportunity, albeit rather passive. 
After years of facing challenges in income generation, as we regularly pointed out in our publi-
cations, better times have arrived for banks with higher interest rates. Banka Slovenije neverthe-
less warns that the current favourable conditions for generating income could rapidly change for 
the banks as a result of potential pressures on the deposit side, or on account of certain other 
external circumstances. 

Since the previous Financial Stability Review we have unfortunately seen the realisation of cli-
mate risks, regarding which we have been warning for some time now that financial institutions 
need to take account of them in their everyday work. The current assessments are that the impact 
of the severe weather events will not drive a major increase in non-performing claims at banks, 
but the impact on insurers’ performance will be larger. The increased frequency of events of this 
kind in Slovenia and around the world is a reminder that it is vital for financial institutions to take 
heed of climate risks, both transition and physical, in their operations. According to the infor-
mation and figures that they are providing to us, banks are increasingly moving from the mere 
strategic consideration of climate risks into specific actions in this area. 

Contrary to expectations, the number of cyber incidents has not risen, despite the war in Ukraine, 
and they have not posed a marked threat to the banking system. Banks are reporting an increase 
in SMS scams over the last year, where scammers impersonate banks and then misuse the data 
obtained from customers to make unauthorised payment transactions. It is therefore vital that 
bank customers remain cautious and are educated on the risks, and that financial institutions 
invest in increasing their cyber resilience. 

There have not been any significant changes in the banking system’s resilience to risks in recent 
months. The liquidity resilience of the banking system has been extremely high for several years 
now, and liquidity improved slightly further in the first half of this year, although there remain large 
variations between individual banks. By contrast, resilience in the solvency and profitability seg-
ment is assessed as medium. Given the record profitability of the banking system, there are 
exceptional opportunities for banks to strengthen their capital positions, and it would therefore 
make sense for them to retain as much of their earnings as possible, thereby strengthening their 
capital resilience. It would also make sense for any arrangements that might intervene in the 
banks’ earnings to properly recognise the intention of any banks that opt to retain a larger share 
of their earnings.  



 

Within the limits of its mandate Banka Slovenije addresses the described risks and resilience of 
the banking system through its macroprudential instruments, which have undergone several 
modifications in the last few months, with several more in the pipeline.  

The modified macroprudential restrictions on lending, which make it easier for individuals with 
below-average income to access credit, entered into force in July. Concern for financial stability 
has remained the basic guiding principle of the modifications, for which reason the relaxation of 
the measure was implemented in parallel with a reduction in the allowed level of exemptions from 
the prescribed cap on DSTI.  

If these measures primarily aim at reducing risks in the banking system, the capital buffers are 
primarily aimed at strengthening the financial system’s (capital) resilience to the identified risks. 
This is most explicitly evident from the calibration of one of the sectoral systemic risk buffers that 
addresses the risks that could be realised following the approval of higher-risk household loans, 
in part as a result of the previously described adjustment of the measure. Given the continued 
easing of the risks inherent in the real estate market, there could in time be an adjustment to the 
other sectoral buffer, which was introduced with the aim of increasing the banking system’s re-
silience to the risks to financial stability posed by the Slovenian real estate market, and the risks 
associated with increased household lending and the low interest rate environment, which has 
since come to an end. 

During the next assessment, which will be conducted by the end of November, an adjustment to 
the methodology for setting the buffer for other systemically important institutions used by the 
ECB will give rise to an increase in the average buffer for the Slovenian banking system, i.e. to 
an increase in capital requirements at individual large banks, which could be used by the banks 
to absorb any realisation of risks.  

There is a similar effect from the rise in the countercyclical capital buffer rate, which all banks 
and savings banks in the Slovenian banking system will be required to meet as of the end of the 
year. This instrument has gained an additional purpose over its years of use in the European 
space. A growing number of countries are opting for a positive-neutral buffer rate, which means 
that they set a positive buffer rate despite the absence of any rise in cyclical risks coming (pri-
marily) from high credit growth. The benefits of a strategy of this type on the part of certain 
macroprudential authorities were evident during the realisation of risks coming from external 
events unrelated to the financial system itself (e.g. the pandemic). Given that right now we are 
mainly seeing risks coming from outside, a strategy of this type is becoming increasingly favoured 
by EU macroprudential authorities, whereby positive-neutral countercyclical capital buffer rates 
ranging between 0.5% and 2.0% have been announced or have already been introduced. The 
rapid transition from the period of low interest rates into a period of elevated inflation, higher 
nominal interest rates, and the resulting increased volatility in nominal and real economic cate-
gories carries the potential for an increase in risks, particularly in connection with sub-optimal 
investment decisions caused by major gaps between real and nominal categories. Cyclical de-
velopments might become more pronounced again in a situation of this type. Banka Slovenije is 
therefore looking at strengthening the preventive nature of macroprudential policy via an increase 
in the banking system’s resilience to any rise in the risks described above.  

  

 Dr Primož Dolenc 
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Executive Summary 

The general level of systemic risks to financial stability in Slovenia is improving. 
Two major factors in this are the improvement in the banks’ income position 
driven by the rise in interest rates, and the non-materialisation of risks that were 
prominent even in the early part of this year. We should nevertheless emphasize 
that the level of uncertainty remains high, on account of the persistently high 
inflation alongside the simultaneous cooling of the global economy. The risk as-
sessments for the third quarter of 2023 were lowered for credit risk, income risk 
and the risk inherent in the performance of leasing companies. The credit risk 
assessment was lowered to moderate, in light of the improvement in asset qual-
ity indicators, while the aftermath of the recent floods poses the risk of a future 
rise in NPEs. The income risk assessment was lowered to low with a stable out-
look, in light of the sharp increase in the banks’ (net) interest income. The risks 
inherent in the performance of leasing companies, which are enjoying further 
growth in new and existing business while the proportion of arrears remains low, 
was also assessed as low. Compared with the spring issue of the FSR, the as-
sessment of the risk inherent in the real estate market was also lowered, the pe-
riod of high growth in residential real estate and housing loans having come to 
an end. The assessments of other systemic risks and of cyber risk and climate 
risks remain unchanged. The assessments of the resilience of the banking sys-
tem also remain unchanged, at medium in the segment of solvency and profita-
bility, and high in the liquidity segment. (Table 1.1).   

Table 1.1: Banka Slovenije’s risk and resilience dashboard for the Slovenian financial system 

  

 
Note: The risk and resilience dashboard is based on an analysis of key risks and resilience in the Slovenian banking system, and is 
defined as the set of quantitative and qualitative indicators for defining and measuring systemic risks and resilience. The colour code 
in the risk and resilience dashboard relates to the assessment for up to one quarter in advance. The arrow illustrates the expected 
change in risk or resilience in the scale (up or down) over a slightly longer horizon of around one year. For risks, an up arrow means 
an increase in risk, and vice-versa, while for resilience it means strengthening, and vice-versa. * Transition risks are taken into 
account under climate risks. 
Source: Banka Slovenije 

Q4 2021 Q4 2022 Q1 2023 Q2 2023 Q3 2023

Systemic risk
Risk inherent in the real estate market
Funding risk in the banking system
Interest rate risk in the banking system
Credit risk in the banking system
Income risk in the banking system
Risk inherent in leasing companies

Resilience to systemic risks

Liquidity of the banking system

Other risks

Climate risks*

Trend of 
change 

Cyber risk

Solvency and profitability of the banking system

Risk and resilience dashboard

Colour code:
Risk  low  moderate elevated  high
Resilience  high  medium  low  very low



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  2 

Despite the prevalence of downside risks to future growth, the global economy 
remains robust. Economic activity stagnated in the second quarter in the euro area, 
but strengthened in Slovenia, although its future level is uncertain, given the destruction 
wreaked by the severe weather. Key interest rates have continued to rise, further tight-
ening the financing conditions. In the wake of higher interest rates on loans, the non-
banking sector’s burden from variable-rate debt and new debt has further increased, 
and bank funding costs are also rising. After a long period of difficult conditions for 
generating income, bank performance has otherwise improved. The probability of a 
systemic crisis in Slovenia in the next 12 months as assessed by an early warning 
model rose rapidly to above the signalling threshold following August’s severe weather 
events, primarily as a result of volatility in the stock market, which reflects the current 
rise in uncertainty. Previously the risk to Slovenia had mostly been assessed as below 
the threshold, and lower than for the majority of the countries in the sample. 

The assessment of the risk to financial stability inherent in the real estate market 
was lowered to moderate, having stood at elevated in the spring issue. The period 
of high growth in residential real estate prices and housing loans has ended for now, 
amid high inflation and rising interest rates. For the moment the slowdown in residential 
real estate prices and the decline in the number of residential real estate sales merely 
entail a price correction, and not the realisation of risks to financial stability.    

The assessment of funding risk remains moderate. The maturity gap narrowed 
slightly in the first half of 2023 amid a simultaneous increase in liquid assets and a 
decline in long-term loans, but remained relatively large. The gradual rise in interest 
rates on deposits has given savers a little encouragement to fix their deposits, but sight 
deposits nevertheless continue to account for the majority of total deposits by the non-
banking sector. Deposits remain a stable source of funding for banks, but wider gaps 
in deposit interest rates could drive more significant switching between individual banks 
in the future. Monitoring the competition in the sector and actively adjusting pricing 
policy therefore remain important to the banks’ funding stability. 

The assessment of interest rate risk remains at elevated, although it is expected 
to decline in the future. The repricing gap remained at a level similar to that half a 
year ago. As the stock of loans to the non-banking sector declines, the rise in the share 
of loans that carry a fixed interest rate is slowing, and the share of highly liquid assets 
is increasing. Conversely, the rise in interest rates on deposits is gradually increasing 
the share of fixed-term deposits, while the share of sight deposits is declining, which 
alongside the increase in the stock of issued debt securities is helping to reduce risk. 

The credit risk assessment was lowered to moderate, in light of the improvement 
in asset quality indicators. Despite numerous challenges, asset quality has under-
gone continual improvement over the last few years, and reached a new milestone in 
the first half of 2023. Quality has begun to improve markedly even in portfolio segments 
where NPEs had remained persistently high. The recent floods entail a certain risk of 
a rise in NPEs, but according to current assessments they will not have a significant 
impact on the quality of bank assets. Rising corporate profits and high employment are 
indicative of the good financial position enjoyed by bank customers, which could dete-
riorate in the future on account of a cooling economy and persistently high inflation.  

The banks are seeing further improvement in their conditions for generating in-
come, and the income risk assessment was therefore lowered to low. The banks 
have seen a sharp rise in income, driven by growth in net interest income. The increase 
in net interest income and the rise in the net interest margin are mainly being driven by 
the rise in asset interest rates. Despite the slowdown in growth in loans, the impact on 
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income generation is expected to remain highly positive over the remainder of the year. 
The high share of sight deposits and the very slow rise in interest rates on bank depos-
its at longer maturities are limiting and slowing the pass-through of higher interest rates 
into interest expenses. The catastrophic weather events that hit parts of the country in 
early August are not expected to lead to any reduction in income generation at the 
banks. 

The assessments of other risks, including cyber risk and climate risks, remain 
unchanged. Cyber risk in the banking system remains moderate. The banks are not 
reporting any rise in the number of cyberattacks or incidents over the last year as a 
result of geopolitical risks. The number of cyber incidents in the period between March 
2022 and July 2023, which was marked by the war in Ukraine, was low, and did not 
pose any particular threat to the banking system. Transition climate risks in the banking 
system also remain moderate, with a stable outlook. As far as physical risks are con-
cerned, the rising frequency and intensity of loss events could have a significant impact 
on the financial system, particularly the insurance sector. Meanwhile the assessment 
of the impact of the recent floods remains rather uncertain, given the wide range of 
outcomes. 

The assessment of the banking system’s resilience from the perspective of sol-
vency and profitability remains medium. Our assessment is that the increase in 
earnings being driven by strengthening net interest income is currently increasing bank 
resilience. Additional positive effects on profitability and solvency alike can be antici-
pated on this account this year. The favourable developments in profitability in 2022 
and the sale of one leasing company in the first quarter of 2023 have also been posi-
tively reflected in the total capital ratio. The level of net profit and the future strength-
ening of regulatory capital from retained earnings will be affected by the introduction of 
the tax announced on bank total assets, while current assessments suggest that the 
high current earnings will be able to absorb the consequences of any deterioration in 
the portfolio as a result of the floods. 

The assessment of the banking system’s resilience in the liquidity segment also 
remains unchanged, at high. Although there was an improvement in all the liquidity 
indicators at the level of the banking system, we should reiterate that there is still con-
siderable variation between the banks in their ability to cover the consequences of any 
realisation of funding risk.  

The financial position of households and non-financial corporations also re-
mains good in 2023. Households in Slovenia are less indebted than those in the euro 
area overall, which means that they face a smaller increase in the burden of borrowing 
costs imposed by rising interest rates. Amid a buoyant labour market, gross household 
disposable income also continued to grow in nominal terms, although real growth has 
recently been significantly lower or even negative. The indebtedness indicators for non-
financial corporations also remain low, both in the year-on-year comparison and in 
comparison with the euro area overall. The recent difficult business conditions have not 
brought a significant rise in the number of bankruptcies initiated or in the number of 
account freezes at non-financial corporations, although the figures have begun to rise 
in certain sectors.  

The performance of the non-financial sector remained relatively stable in the first 
half of 2023. The changes to supplemental health insurance and the aftermath of Au-
gust’s severe weather events could have a significant impact on the performance of 
the insurance sector. The assessment of the risk inherent in the performance of leasing 
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companies was reduced to low. Leasing companies continued to strengthen their ac-
tivities in the first half of 2023, which was reflected in an increase in new business and 
in growth in their total assets. Insurance corporations saw a renewed increase in their 
gross written premium in the first half of 2023, most evidently in general insurance. 
They also raised their insurance premiums, given the rise in claims, which was driven 
primarily by inflation. A government decree limiting the rise in premiums for supple-
mental health insurance entered into force at the beginning of the year, and had a major 
impact on insurance corporations’ earnings, which in the first half of this year were 
down sharply on the same period last year. The consequences of August’s severe 
weather events are not yet known in full, but are certain to have a negative impact on 
the performance of insurance corporations in the second half of the year. The domestic 
mutual funds saw a rise in assets under management in the first half of 2023, thanks 
above all to the prevalence of equity investments, where the markets enjoyed good 
growth.  

Macroprudential policy is pitched at maintaining the resilience of the financial 
system. A countercyclical capital buffer rate in the amount of 0.5% was introduced at 
the end of 2022, and will have to be met by the banks as of 31 December 2023. A new 
regulation setting the O-SII buffer was passed in July of this year, and implements the 
revised methodology for setting the minimum O-SII buffer rate that will be applied by 
the ECB as of 1 January 2024. The application of this methodology will raise average 
O-SII buffer rates. A new regulation making an adjustment to the previous macropru-
dential restrictions on consumer lending entered into force on 1 July of this year. From 
the perspective of macroprudential policy, the consequences of the emergence from 
the period of low interest rates and low variability in various economic categories into 
a period of elevated inflation, higher nominal interest rates, and the resulting greater 
variability in nominal and real economic and financial categories will be of huge im-
portance. This change will bring greater emphasis on monitoring the more pronounced 
cyclical developments. This consequently entails the focusing of macroprudential policy 
on increasing the resilience of the banking system, which is currently also being sup-
ported by high earnings.  

There are again four boxes addressing particular subjects in this issue of the 
publication. The first analyses securities holdings, with a focus on the consequences 
of fair value changes. The second and third boxes examine the challenges facing the 
banks in the area of digitalisation and climate change. The fourth highlights the role of 
regular stress tests. 
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1 Macroeconomic Environment 

The global economy is showing considerable robustness this year, despite the 
rise in central bank interest rates, this spring’s shocks to several financial mar-
kets, the persistent geopolitical tensions and the slowdown in international 
trade. The outlook for economic growth continues to be accompanied by down-
side risks, particularly in connection with cooling demand in euro area countries 
and the persistently high, albeit slowing, inflation. Economic activity stagnated 
in the second quarter in the euro area overall, but strengthened in Slovenia, alt-
hough the impact of the severe weather events will also be felt over the remain-
der of the year. The domestic labour market remains tight, and inflation is ele-
vated, core inflation in particular, while the financing conditions are continuing 
to tighten. The assessment of the risk to GDP growth in Slovenia improved 
slightly in the second quarter, but the probability of a financial crisis increased 
after the floods. After a period of difficult conditions for generating income, the 
performance of banks has improved, but certain risks still remain. 

The global economy is showing considerable robustness in 2023, despite many 
downside risks to economic growth. The risks to the financial sector have eased 
since the issues in the banking sectors in the US and Switzerland were resolved, and 
after an agreement was reached on raising the debt ceiling in the US, but the risks of 
lower global economic growth remain. The rise in central bank interest rates is putting 
a brake on economic activity, but inflation could remain high in the future despite its 
current slowdown, potentially on account of volatility on the energy markets, extreme 
weather shocks and high wage growth. Alongside high inflation, the downside risks to 
global economic growth come from the possibility of slower economic growth in China, 
and the potential issues for certain countries in refinancing their debt amid rising inter-
est rates. Conversely, given the realisation of downside risks, inflation might fall faster 
than expected, thus reducing the need for further hikes in key interest rates. Domestic 
demand might also prove to be more robust than anticipated, and could further drive 
economic growth. The IMF is forecasting global economic growth to slow from 3.5% in 
2022 to 3.0% this year and next year,1 the latest economic forecast for this year being 
more optimistic than the previous one.2 

 

1 IMF, World Economic Outlook, July 2023. 
2 2.8% (IMF, World Economic Outlook, April 2023). 
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Figure 1.1: Confidence 
indicators for Slovenia, 
and inflation and inflation 
components 

Note: The confidence indicators in the left chart are illustrated as three- or six-month moving averages (other than the economic 
sentiment indicator). The indicators are expressed in the form of an average balance, where the balance is the difference between 
the proportions of positive answers and negative answers. 
Sources: SORS, Eurostat, Banka Slovenije calculations 

The euro area economy continued to stagnate in the second quarter of this year, 
but the Slovenian economy strengthened relative to the previous quarter. The 
domestic labour market remains tight and wage growth remains high, while in-
flation and, in particular, core inflation remain elevated. The euro area economy 
stagnated in the second quarter for the third consecutive quarter, and the latest growth 
forecasts have also been lowered.3 Meanwhile growth in Slovenia was higher,4 but 
future developments will depend on the impact of the severe weather events. The PMIs 
and the economic sentiment indicator for the euro area (see Figure 8.1 in the appendix) 
pointed to a further slowdown in economic activity in the third quarter in manufacturing 
and in services alike. They point to a similar slowdown in activity in Slovenia: the eco-
nomic sentiment indicator over the summer months was at its lowest since 2021 (see 
Figure 1.1, left). With unemployment low, the domestic labour market remains tight, 
and firms are largely relying on hiring workers from abroad amid the shortage of do-
mestic labour. Given the relative robustness of the economy and the sharp decline in 
credit activity, the gap between the business and financial cycles is ever-widening; the 
latter is in a clear phase of decline. Headline inflation as measured by the HICP is 
slowing in both economies (see Figure 8.2, right, in the appendix); the main factor over 
the summer was the negative contribution by energy prices (see Figure 1.1, right), but 
remains higher in Slovenia (it rose again in August and September after five months of 
decline).5 Core inflation remains high and continues to outpace headline inflation,6 
thereby increasing the risk of a longer period of high inflation. Core inflation is also the 
largest factor in inflation in Slovenia outpacing the euro area average. The inflation 
 

3 According to seasonally and calendar-adjusted figures, euro area GDP in the second quarter of this year was up 0.1% on 
the first quarter, and up 0.5% in year-on-year terms. The ECB is forecasting (September 2023) economic growth of 0.7% 
this year (down 0.2 percentage points on its spring forecasts) and 1.0% next year (down 0.5 percentage points on its spring 
forecasts). For more information, see the ECB staff macroeconomic projections for the euro area. 
4 According to seasonally and calendar-adjusted figures, GDP in Slovenia in the second quarter of this year was up 1.1% 
on the first quarter, and up 1.6% in year-on-year terms. 
5 The negative contribution by energy prices diminished in August, and then turned positive in September, which means that 
in the future the slowdown in headline inflation will be less reliant on low or negative energy price inflation. 
6 Headline inflation (HICP) stood at 7.1% in Slovenia and 4.3% in the euro area in September. Core inflation (HICP excluding 
energy, food, alcohol and tobacco) stood at 6.9% in Slovenia and 5.3% in the euro area in August. 

Confidence indicators Inflation (HICP) and inflation components, 
comparison with euro area  
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developments are being tracked by monetary policy with ongoing rises in key interest 
rates, which are further tightening the financing conditions. Amid more favourable terms 
of trade, Slovenia’s current account surplus has strengthened this year, driven above 
all by the goods trade surplus.7 The general government deficit widened in the wake of 
the measures to mitigate the rise in energy prices, while increased expenditure to ad-
dress the impact of the severe weather events also entails an increased risk to the 
public finances. 

Figure 1.2: Growth-at-risk 
in Slovenia and 
probability of financial 
crisis 

Note: Density distribution of average annual GDP growth for four quarters in advance. The model includes an autoregressive term, 
the financial conditions index (FCI), the systemic risk index (SRI) and the macroprudential policy index (MPI). A description of the 
basic methodology is given in Drenkovska and Volčjak (2022). After the quantile regression estimates were made, a conditional 
distribution of future GDP growth over the next quarter was calculated by fitting a parametric t-skew distribution to the growth fore-
casts. A growth-at-risk of 10% corresponds to the value of GDP growth which the left area under the curve has a probability density 
of 0.1. In the right chart the grey area illustrates the probability in countries captured in the sample that fall within one standard 
deviation of the mean (almost two-thirds of the sample). For more information on the methodology, see the October 2022 issue of 
the Financial Stability Review. Latest data: 22 September 2023. 
Source: Banka Slovenije 

The downside risks to domestic economic growth coming from the financial sec-
tor have declined slightly, but the probability of a systemic crisis increased after 
the summer’s severe weather events. The growth-at-risk improved slightly in the 
second quarter, with regard to the macrofinancial environment. Analysis of growth-at-
risk seeks the links between macrofinancial variables and the probability distribution of 
future GDP growth. The GDP growth outcome, falling into the 10th percentile of the 
conditional GDP growth distribution was estimated at -1.3% for the first quarter and -
0.3% for the second quarter (see Figure 1.2, left).8 The estimated probability of a sys-
temic crisis in Slovenia in the next 12 months as assessed by an early warning model 
rose rapidly to above the signalling threshold following August’s severe weather events, 
albeit primarily as a result of volatility in the stock market, which reflects the current rise 
in uncertainty. For the countries in the sample, mostly from the euro area,9 the average 
risk has stayed close to the signalling threshold since the beginning of 2022, whereby 

 

7 For more information, see the September 2023 issue of the Review of macroeconomic developments. 
8 The growth estimate does not take account of the severe weather events of August. 
9 18 euro area countries, plus Denmark and Sweden. 

Estimated growth-at-risk  Probability of a financial crisis in the next 12 months in Slove-
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there were a number of uncertainties related to the war in Ukraine and to rising borrow-
ing costs amid the monetary policy tightening. The estimated risk to Slovenia over this 
period was mostly below the threshold, and was lower than in the majority of the coun-
tries in the sample, but it surpassed the threshold following the floods in August and 
was among the highest in the sample of countries. 

The financial and banking sectors are facing uncertain business conditions this 
year, with regard to future economic activity and the monetary policy stance. The 
ongoing rise in key interest rates is further tightening the financing conditions this year, 
while banks in advanced economies have sharply tightened their credit standards and 
curtailed the supply of loans. Higher interest rates on loans have further increased the 
burden that the non-banking sector faces vis-à-vis banks from variable-rate debt and 
new debt, which in the future might lead to an increase in credit risk, while funding risk 
might also increase amid a rise in the cost of bank funding. The higher interest rates 
have improved the performance of euro area banks, including those in Slovenia. The 
improved performance follows a lengthy period of difficult conditions for generating in-
come, with a number of other shocks in addition to the low interest rate environment, 
such as the pandemic and the war in Ukraine. The improved performance was also 
reflected in gains for euro area banks on the stock markets, although their valuations 
were still below those of five years ago (see Figure 8.3, right, in the appendix). While 
stock markets have strengthened significantly this year, driven primarily in the US by 
tech firms and the promises of AI, they remain down on their peaks of last year. The 
domestic government sector is also facing higher financing costs as debt matures and 
is refinanced, and will face an even heavier burden in the future from the need to rebuild 
following the destruction of the severe weather events. The yields on Slovenian gov-
ernment bonds were up on the previous year, but did not change significantly over the 
first nine months of the year, although the spread over the German benchmark nar-
rowed (see Figure 8.3, left, in the appendix). Slovenia maintained its existing scores 
with the rating agencies, with a stable outlook, thereby allowing investors to retain their 
high confidence. 
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2 Key Risks to Financial Stability 

2.1 Risk inherent in the real estate market 

Our assessment is that the risks to financial stability inherent in the real estate 
market have declined from elevated to moderate. The period of high growth in 
residential real estate prices and housing loans has now come to an end, alt-
hough for now there is no expectation of a fast or substantial fall in prices. The 
real estate market has been cooling for some time now amid high inflation and 
rising interest rates. Growth in residential real estate prices has slowed, which 
for now entails a price correction, and not the realisation of risks to financial 
stability. The number of residential real estate sales has fallen, and growth in 
housing loans has slowed sharply. Demand for real estate is being supported by 
low unemployment, and by the low average indebtedness of Slovenian house-
holds compared with other EU Member States. According to the survey of the 
challenges facing the banking system,10 two-thirds of the banks assess the risks 
inherent in the commercial real estate market as low, and one-third as medium. 

Residential real estate market 

The Slovenian real estate market hit its price growth peak in the first quarter of 
2022, since which the market has been cooling, which is reflected in a further 
slowdown in growth in residential real estate prices and a fall in the number of 
sales. Nominal year-on-year growth in residential real estate prices peaked in the first 
quarter of 2022 (at 17.0%), but had slowed to 7.4% by the second quarter of 2023. 
Growth in prices of used flats slowed the most in Ljubljana, reaching 1.6%, compared 
with 7.5% in Maribor and 7.4% in the rest of Slovenia (see Figure 2.1, left). Year-on-
year growth in prices of new-build real estate stood at 0.7% in the second quarter of 
this year (compared with 9.0% in 2022). Year-on-year growth in prices of used family 
houses remained high at 11.2%. 

The slowdown in growth in residential real estate prices reflects a correction of 
prices that moved closer to fundamentals, but not yet any realisation of risks to 
financial stability. Compared with the previous price peak in 2008, nominal prices of 
used flats in Ljubljana in the second quarter of 2023 were up 40.5%, while prices in the 
rest of Slovenia were up even more, at 69.1%. In real terms residential real estate 
prices were up 4.6% on 2008 (see Figure 2.1, right). Residential real estate remained 
overvalued in the first half of 2023 according to various indicators of overvaluation rel-
ative to fundamentals, but the overvaluation declined slightly as the gap with long-term 
fundamentals narrowed (see Figure 2.2, left). The real estate overvaluation indicator 
stood at 7.8% in the second quarter of this year, while the price-to-income ratio indi-
cated overvaluation of 3.2% in the first quarter of 2023. The developments in real estate 
prices will in future be affected by the rise in interest rates and the cost of living, which 
will reduce demand for real estate. Conversely demand for real estate, and with it 
prices, is being boosted by households’ favourable position on the labour market, while 
the supply of residential real estate is not keeping up with demand, which is increasingly 
being exacerbated by rising construction and financing costs. The risks to financial sta-
bility are assessed as moderate, with a stable outlook. 

  
 

10 The survey of the challenges facing the banking system (hereinafter: the challenges survey) was conducted at banks in 
June 2023, and again in August after the severe weather events that hit Slovenia. 
 



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  10 

Figure 2.1: Growth in 
residential real estate 
prices 

Source: SORS 

The real estate market is cooling in most European countries, and growth in res-
idential real estate prices in Slovenia remained among the highest rates in the 
second quarter of this year. Prices of residential real estate fell by 1.1% in the EU 
overall in the second quarter of this year, having risen by 9.8% in the same period last 
year (see Figure 2.2, right). The largest price falls in the second quarter of this year 
were recorded by Germany (9.9%), Denmark (7.6%) and Sweden (6.8%). Price growth 
slowed sharply in certain other EU Member States, such as Hungary (to 2.8%) and 
Estonia (to 5.0%). Growth was highest in Croatia, at 13.7%. 

Figure 2.2: Indicators of 
overvaluation and growth 
in residential real estate 
prices in selected EU 
Member States 

Note: In the left chart the indicators of housing price alignment with fundamentals are normalised around their own long-term aver-
ages, which are assigned a value of zero. Each indicator’s deviation from the long-term average illustrates the overvaluation or 
undervaluation of residential real estate. The indicators are illustrated up to the second quarter of 2023, with the exception of the 

Growth in residential real estate prices Change in residential real estate prices since 2008 
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ratio of real estate prices to disposable income, which is illustrated to the first quarter of 2023. Countries outside the euro area are 
indicated by hatched bars in the right chart. 
Sources: SORS, SMARS, Slonep, Eurostat 

The supply of residential real estate is still not keeping up with demand. The ratio 
of gross investment in housing to GDP remains low: it stood at 2.9% in the first quarter 
of this year, below the euro area average (6.0%). The rise in residential real estate 
prices in recent years has nevertheless driven a rise in the number of residential build-
ings for which building permits have been issued (year-on-year rises of 12.8% in 2021 
and 5.4% in 2022), which is indicative of future construction activity (see Figure 8.6, 
left, in the appendix). Starts were made on 5,410 new homes in 2022, while 4,296 new 
homes were completed, up 22.3% and 6.3% respectively on the previous year. 

Figure 2.3: Number of 
sales of residential real 
estate and business 
trends in construction 

Note: Zero denotes the long-term average in the right chart. A positive figure shows that the indicator is above its long-term aver-
age, while a negative figure shows that it is below its long-term average. The long-term average is calculated from the average 
balance between the beginning of the time series and the December of the previous year. 
Source: SORS 

Alongside the shortage of skilled workers, the rise in financing costs and in ma-
terial and labour costs in construction (see Figure 8.6, right, in the appendix) is 
hindering construction, which might curtail the future supply of new-build resi-
dential real estate on the market. Construction confidence deteriorated in the first 
half of this year, but in June was still 12.7 percentage points above its long-term aver-
age (positive zone). There were significant declines in order books and in the amount 
of construction put in place, and price expectations also slowed sharply (see Figure 
2.3, right). The amount of building construction put in place in May of this year was up 
17.1% in year-on-year terms, compared with the year-on-year increase of 83.8% in 
2022.  

The number of sales of residential real estate has been falling in year-on-year 
terms since the second quarter of 2022, the decline reaching 30.6% in the second 
quarter of 2023 (see Figure 2.3, left). The number of sales of used flats in the second 
quarter of 2023 was down 28.8% in Ljubljana, 30.8% in Maribor, and 21.9% in the rest 
of Slovenia. The number of sales of new-build flats fell by 81.3% over the same period. 
Amid the shortage of new-build residential real estate, rents rose by 19% in 2022 (ac-
cording to the consumer price index), but the year-on-year rate of growth had slowed 
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to 12.8% by June of this year. The vacancy rate for flats stood at 19% when last meas-
ured in 2021. 

The rise in interest rates has reduced demand for housing loans, and new hous-
ing loans have been declining since October 2022. New housing loans in the first 
half of 2023 were down by fully a half in year-on-year terms, and stood at a similar level 
to the first half of the year in 2018 and 2019 (see Figure 2.4, left). According to the Bank 
Lending Survey (BLS), the reduced demand for housing loans was attributable to 
higher interest rates, the weaker outlook for the real estate market, and declining con-
sumer confidence, but the effect of the interest rate level diminished in the first half of 
2023, as did that of the real estate market prospects, slightly. Demand for loans con-
tinued to decline in the second quarter of this year, albeit to a lesser extent (see Figure 
2.4, left), and the decline in demand is expected to have come to an end in the third 
quarter according to the banks.11 

Figure 2.4: New housing 
loans and demand for 
housing loans 

Source: Banka Slovenije 

Growth in housing loans has slowed, and is close to the euro area average. From 
its peak of 11.9% in June 2022, year-on-year growth in housing loans had slowed to 
3.3% by June of this year. Growth in housing loans in Slovenia, which in 2022 had seen 
one of the highest rates in the euro area, approached the euro area average of 1.2% 
in June of this year (see Figure 2.5, left). The stock of housing loans remained almost 
unchanged in the first half of 2023 at EUR 8.2 billion. The ratio of housing loans to GDP 
stood at 14%, significantly lower than the euro area average of around 40%. The aver-
age residual maturity of the total loan stock stood at 15.6 years in June 2023, while the 
average maturity of new loans stood at 18.0 years (down from 19.1 years in 2022). 
According to the BLS, after being tightened over the previous year, credit standards for 
housing loans remained unchanged in Slovenia in the second quarter of this year, while 
in the euro area overall they continued to tighten (see Figure 2.5, right). 

  

 

11 According to the latest data from the BLS, which was conducted in July 2023.  
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Figure 2.5: Comparison of 
growth in housing loans 
and credit standards 
between Slovenia and the 
euro area 

Sources: ECB SDW, Banka Slovenije 

The ongoing demand for residential real estate is being supported by the labour 
market’s favourable position for households, with low unemployment. The rise in 
interest rates has increased debt servicing costs for certain households, but the share 
of housing loans carrying a fixed interest rate increased from 34% in 2020 to 67% in 
June 2023. Certain borrowers protected themselves against increased debt financing 
costs by changing from variable-rate to fixed-rate loans before or after the monetary 
policy tightening. In the second quarter of 2023 fully 95% of new housing loans were 
concluded with a fixed interest rate, compared with less than a half in 2020.12  

Commercial real estate market 

After high growth in commercial real estate prices in 2022, year-on-year growth 
in prices of office space slowed to 12.2% in the second quarter of 2023, while 
prices of retail and catering establishments were down 2.8%. Commercial real es-
tate prices in the second quarter of 2023 were up 3.8% in year-on-year terms (see 
Figure 2.6, left), compared with the average year-on-year rate of 15% in 2022, the 
highest figure since 2008. Prices were still 24.5% higher than before the pandemic. 
Prices might see slower growth or even falls in the future, as indicated by the fall in the 
number of sales. The number of sales of office space and retail and catering establish-
ments began to fall in the second quarter of 2022. Sales continued to fall, and were 
down 5.1% and 20.9% respectively in year-on-year terms in the second quarter of 
2023.  

The stock of loans for commercial real estate again increased slightly in the first 
half of the year, but remains small. It accounted for 4.2% of the total stock of loans 
to non-financial corporations in June 2023 (see Figure 2.6, right). The rise in interest 
rates has greatly increased debt financing costs, and in June 2023 fully 94% of loans 
to non-financial corporations for commercial real estate carried a variable interest rate. 
A third of all loans for commercial real estate had a maturity of more than five years. 
The stock of loans to firms in the sectors of construction and real estate activities 

 

12 See Section 2.3 Interest rate risk. 
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amounted to EUR 1.3 billion, and their share of the total stock of loans to non-financial 
corporations increased to 13.0%. 

 
 
Figure 2.6: Commercial 
real estate prices and 
loans to non-financial 
corporations for 
commercial real estate 

 

Sources: SORS, Banka Slovenije 

According to the challenges survey, two-thirds of the banks assess the risks in-
herent in loans to non-financial corporations secured by commercial real estate 
as low, and one-third as medium. The banks estimate that around 40% of all loans 
to non-financial corporations are secured by commercial real estate on average. The 
banks highlighted that the rises in interest rates have recently raised default risk, and 
that loans secured by real estate are a lower-risk segment of the portfolio of loans to 
non-financial corporations, as the repayment of these loans from collateral liquidation 
in the event of NPEs and enforcement procedures is higher than for unsecured loans. 
However, should commercial real estate prices fall, the value of this collateral would 
also fall, and banks would face losses from the need to create additional impairments 
and potential write-offs. Loans secured by commercial real estate are most often raised 
by non-financial corporations for the purchase or renovation of commercial real estate, 
for financing non-current assets and working capital, or for project financing. 

The floods in Slovenia will likely have an impact on the real estate market in the 
worst-hit areas. The construction of replacement or new real estate, partly supported 
by EU funding, will increase gross investment in housing. This will raise the number of 
building permits, which might in turn raise costs of material and labour in construction. 
There might also be increased caution on the part of buyers and banks when it comes 
to assessing the risks in connection with real estate’s exposure to natural disasters. 

2.2 Funding risk 

Our assessment is that funding risk remains moderate with a stable outlook. The 
maturity gap narrowed slightly in the first half of 2023, but remained relatively 
large. The gradual rise in interest rates on deposits has encouraged savers to fix 
their deposits, but sight deposits nevertheless continue to account for the ma-
jority of total deposits by the non-banking sector. A sudden sharp withdrawal of 
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deposits from the banking system or large-scale switching between banks as a 
result of a stress event could cause instability in the funding of certain banks. 
This has not occurred yet, and deposits therefore remain the stable and primary 
source of bank funding. Larger variation in interest rates on deposits could nev-
ertheless drive heavier switching of deposits between banks in the future, for 
which reason monitoring the competition in the sector and actively adjusting 
pricing policy remain vital to the stability of bank funding. 

Bank funding 

Deposits by the non-banking sector declined slightly in the first half of this year, 
but remained the most important source of bank funding, accounting for 77.2% 
of the balance sheet total. The stock of deposits by the non-banking sector declined 
by EUR 122 million to EUR 39.6 billion. Deposits declined in all sectors other than 
households (see Figure 2.7, right), which increased over the spring in particular. This 
brought an end to the slowdown in year-on-year growth in deposits by the non-banking 
sector seen since November 2022. Year-on-year growth in deposits stood at 5.1% in 
June 2023, down minimally on a year earlier (see Figure 2.8, left). Because the decline 
in deposits by the non-banking sector in the first half of the year was smaller than the 
decline in loans to the non-banking sector, the LTD ratio declined to 68.3%. This in-
creased the gap by which Slovenia trails the euro area overall, where the LTD ratio has 
remained at 90.0% over the last year. 

Given the high share of deposits by the non-banking sector and the large stock 
of liquid assets, the majority of banks have no need for additional funding, and 
thus dependence on other sources of funding remains low (see Figure 2.7, left). 
Following the repayment of the majority of liabilities to the Eurosystem (TLTRO-III), the 
banking system’s stock of these liabilities amounted to just EUR 114 million in June of 
this year, or 0.2% of the balance sheet total. Conversely there was an increase in the 
share of wholesale funding in the first half of 2023, as a result of the issuance of debt 
securities by three banks.13 It accounted for 9.1% of the balance sheet total in June, 
still less than quarter of the figure seen in 2008, when the banking system’s depend-
ence on wholesale funding was at its peak. The funding of the majority of the banks 
thus remains less exposed to contagion from any adverse developments on foreign 
financial markets. The main reason for the debt security issuance was the need to meet 
the minimum requirements for own funds and eligible liabilities (MREL), which could 
also be a driver of any future issuance. 

  

 

13 Wholesale funding consists of liabilities to foreign banks and issued debt securities. 
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Figure 2.7: Funding 
structure and growth 

Source: Banka Slovenije 

Although the increase in household deposits in the first half of this year was 
smaller than in previous years, they remain a robust source of funding for the 
Slovenian banking system. The stock increased by EUR 595 million to EUR 26.4 
billion, more than half of the balance sheet total on the liability side, which ranks Slo-
venia in first place among euro area countries in terms of the importance of this source 
of funding. After strengthening in the previous year, year-on-year growth in household 
deposits slowed to 5.4% in the first half of this year, but remained well above the euro 
area average (1.5%), which has been slowing since the beginning of 2021 (see Figure 
2.8, right). After a pronounced rise in deposits, particularly over the pandemic, the stock 
of household deposits increased by 10.9% in nominal terms between the summer of 
2021, when inflation began to rise, and June 2023, but declined by 6.1% in real terms 
(see Figure 8.7, left, in the appendix). Amid high inflation and the rising cost of living, 
which are reducing real incomes, households have less opportunity to save, and growth 
in household deposits can be expected to slow in the future. The developments in 
household deposits will also be affected indirectly by the severe weather events that 
hit Slovenia over the summer: those who suffered damage are likely to use bank sav-
ings that they have to repair the damage. 
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Figure 2.8: Growth in 
deposits in Slovenia and 
the euro area 

 

 
 

Sources: Banka Slovenije, ECB SDW, own calculations 

It was individuals and sole traders who already held significant savings who 
most notably strengthened their bank deposits14 in 2022 (see Figure 2.9, left).15 
The stock of deposits held by individuals and sole traders with balances of more than 
EUR 100,000 at a single bank increased by almost 28% to EUR 6 billion, equivalent to 
almost a quarter of the total stock of deposits by individuals and sole traders. At the 
same time the individuals with large savings are very few in number: they account for 
just 1.3% of all savers (see Figure 2.9, right). There was an increase in savings in the 
band of EUR 20,000 to EUR 100,000, which might be attributable to transitions from 
lower to higher bands. The majority (77%) of individuals and sole traders held less than 
EUR 10,000 with their bank in 2022, and the total stock of savings in this group declined 
by 2.6% over the course of one year to EUR 3.2 billion. Given the high inflation and 
rising cost of living, this could be attributable to the reduced opportunities to save, and 
the increased need to use savings. At the same time there might also be savers in the 
lowest bands who significantly increased their savings and thus transitioned to higher 
bands.

 

 

14 In this paragraph the term “deposit” means all savings that an individual or sole trader holds with a particular bank (current 
account balances, regular savings accounts, savings accounts, fixed-term deposits and other forms of saving). The figures 
for 2023 were not yet available at the time of writing. 
15 The findings in this paragraph are based on data that the banks report to Banka Slovenije in accordance with the Regu-
lation on the deposit guarantee scheme (Official Gazette of the Republic of Slovenia, Nos. 49/16, 27/17 and 139/20; 
http://www.pisrs.si/Pis.web/pregledPredpisa?id=SKLE10855), which covers eligible deposits of depositors as defined in Ar-
ticle 9 of the Deposit Guarantee Scheme Act (Official Gazette of the Republic of Slovenia, No. 27/16). 
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Figure 2.9: Breakdown of 
deposits by individuals 
and sole traders into 
bands 

Note: Deposits are assigned to a holding size band with regard to the individual’s or the sole trader’s total holdings of deposits (i.e. 
the sum of current account balances, regular savings accounts, saving accounts, fixed-term deposits and other forms of saving) at 
an individual bank. 
Sources: Banka Slovenije, own calculations 

Non-financial corporations reduced their savings at banks in the first half of this 
year, similarly to the same period last year. Their deposits declined by EUR 336 
million (see Figure 2.7, right), although at EUR 9.4 billion they accounted for almost a 
fifth of the balance sheet total and remained the second most important source of fund-
ing for Slovenian banks. The value of deposits by non-financial corporations increased 
by 15.8% in nominal terms between the summer of 2021, when inflation began to rise, 
and June 2023, but declined by 1.9% in real terms (see Figure 8.7, right, in the appen-
dix). Following the uninterrupted growth in the second half of 2022, year-on-year growth 
in deposits by non-financial corporations has turned volatile again this year, and stood 
at 10.6% in June. It thus remained well above the euro area average (0.4%), which has 
slowed sharply since the pandemic. Deposits by non-financial corporations can be ex-
pected to see monthly fluctuation in the future, given their dependence on firms’ current 
performance and investment. As is the case for households, it is the non-financial cor-
porations that suffered damage in the floods who are most likely to make use of their 
savings, by directing their funds held at banks into rectifying their business. 

Deposit maturity and maturity gap between assets and liabilities 

Given the moderate rise in interest rates on deposits, sight deposits declined in 
the first half of 2023 after many years of increase, but still account for the major-
ity (82.3%) of total deposits by the non-banking sector. Non-financial corporations 
recorded a larger decline in the share of sight deposits than households (by 3.1 per-
centage points to 79.3% versus 1.1 percentage points to 88.0%), mainly as a result of 
an increase in short-term deposits, on which the banks offered higher interest rates for 
new short-term fixes than they did for household deposits. Similarly to Slovenia, most 
other euro area countries saw a decline in sight deposits as interest rates on deposits 
rose and fixing increased. Slovenia remains in first place in terms of the importance of 
household deposits and deposits by non-financial corporations in total funding, and is 
also among the countries with the highest shares of sight deposits (see Figure 2.10, 
left). This continues to expose the Slovenian banking system to greater risk of funding 
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instability in the event of any major withdrawals than those countries that are less ex-
posed to the aforementioned funding, or where the share of sight deposits is lower. 

Figure 2.10: Deposits in 
euro area countries, and 
maturity gap 

Sources: Banka Slovenije, ECB SDW, own calculations 

The maturity gap, which is the source of funding risk, narrowed in the first half 
of 2023, but remained relatively large. The increase in liquid assets in the form of 
balances at the central bank and the decline in long-term loans has reduced the 
weighted average maturity of assets. With the weighted average maturity of liabilities 
virtually unchanged, the maturity gap narrowed by 2 months over the first half of 2023 
to reach 4.5 years (see Figure 2.10, right), 1 year more than before the beginning of 
the increase in sight deposits in 2013. A sudden sharp withdrawal of deposits from the 
banking system or large-scale switching between banks could cause instability in the 
funding of certain banks. Our assessment is nevertheless that savers have retained 
high confidence in the working of the Slovenian banking system and that deposits by 
the non-banking sector have remained a stable source of funding, despite the various 
developments in previous years (the pandemic, difficulties at one of the Slovenian 
banks at the outbreak of the war in Ukraine).  

Given that the majority of savers kept their savings at banks despite low interest 
rates, banks are in no rush to raise interest rates, and are thus keeping interest 
expenses low. Interest rates on fixed-term household deposits and deposits by non-
financial corporations did rise slightly over the first half of the year, but remained below 
the euro area average (see Figure 2.11, left and Figure 8.5, right, in the appendix). This 
is particularly the case of interest rates on short-term household deposits, which remain 
very low, ranking Slovenia in last place among euro area countries. The reasons for 
the faster rise in interest rates on deposits in other countries might be the need for new 
funding (maturing of the TLTRO-III), or a heavier dependence on other, generally more 
expensive, sources of funding (wholesale funding) that banks are aiming to replace 
with deposits by the non-banking sector, which are still more favourable in cost terms. 
Given their large stock of liquid assets and the high share of deposits by the non-bank-
ing sector, Slovenian banks have no need of additional funding for the moment, and 

Share of total household deposits and deposits by non-
financial corporations accounted for by sight deposits 
by euro area country 

Weighted average maturity of assets and liabilities, and 
maturity gap 

  

0
10
20
30
40
50
60
70
80
90

100

SI HR LT LV EE PT CY GR SK MT BE ES IT AT NL DE EM
U FR FI IE LU

H1 2022

H1 2023

Ratio of deposits by households and non-financial
corporations to balance sheet total

(%)

-30
-20
-10

0
10
20
30
40
50
60
70
80

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

20
22

jun
 20

23

(months)

Assets
Liabilities
Gap



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  20 

thus there is little incentive to raise interest rates on deposits any faster at the majority 
of the banks.  

Any major differences in the interest rates on deposits at individual banks could 
lead to larger-scale switching between them in the future. The challenges survey 
indicated that more than half of banks have already seen minor withdrawals of deposits 
in favour of other banks on account of higher interest rates on deposits. This is partic-
ularly evident in household deposits, where the process of transferring savings is prob-
ably simpler than for non-financial corporations. Although differences in interest rates 
on deposits between banks have already arisen (see Figure 2.11, right and Figure 8.5, 
left, in the appendix), and minor withdrawals of deposits have been identified, the chal-
lenges survey suggests that the majority of banks are not planning to significantly raise 
interest rates on fixed-term deposits by the end of 2023. One of the large banks never-
theless noticeable raised its interest rates on long-term household deposits in Septem-
ber, which might encourage other banks to do similarly in the future. We should em-
phasize that the careful monitoring of competition in the sector and the timely adjust-
ment of pricing policy remain vital to maintaining the stability of bank funding. 

Figure 2.11: Interest rates 
on fixed-term household 
deposits 

Note: The data in the left chart does not include sight deposits.  
Sources: Banka Slovenije, ECB SDW, own calculations 

2.3 Interest rate risk 

Interest rate risk was broadly unchanged in the first half of 2023, and in the third 
quarter remained assessed as elevated, with a trend of decline. The rise in the 
share of loans carrying a fixed interest rate, which in the absence of hedging 
increases exposure to interest rate risk, slowed, and the significant increase in 
the most liquid assets also acted favourably to reduce the risk. The rise in inter-
est rates is increasing the share of funding accounted for by fixed-term deposits, 
while the share accounted for by sight deposits is declining. The repricing gap 
remained at its level from the beginning of the year. Given the slow pace of the 
rise in interest rates on deposits by the non-banking sector, banks continue to 
largely rely on funding of very short maturities, which exposes them to the risk 
of a rapid decline in this funding, although it has proven to be highly stable when 
viewed historically.  
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Interest sensitivity 

The banks’ exposure to interest rate risk was broadly unchanged over the first 
half of 2023, and in the third quarter the risk continued to be assessed as ele-
vated, with a decline anticipated in the future. The slowdown in credit activity amid 
the slower rise in the share of loans carrying a fixed interest rate, and the rise in the 
share of fixed-term deposits point to a decline in interest rate risk in the future. On the 
asset side of the balance sheet there was a decline of EUR 464 million in the stock of 
loans to the non-banking sector in the first half of the year,16 reducing the share of the 
balance sheet total they account for to 52.7% in June. The share of loans carrying a 
fixed interest rate continued to rise, particularly in the household segment, albeit much 
more slowly than in the second half of last year (see Figure 2.12). Changes in the stock 
of the most liquid assets and their relative share are the main factor reducing interest 
rate risk on the asset side.17 They increased by EUR 1,224 million over the first half of 
the year, raising the share of the balance sheet total they account for by 2.1 percentage 
points from the end of last year to 22.7% in June. The average repricing period on the 
asset side lengthened slightly over the first half of the year (see Figure 2.13, left): de-
spite the further lengthening in the average repricing period of loans, there was a con-
siderable increase in the stock of the most liquid assets, and the average repricing 
period of securities continued to shorten.18 

Figure 2.12: Breakdown of 
stock of loans by 
remuneration type 

Note: Variable-rate loans comprise loans concluded with a variable interest rate or with an interest rate fixed for less than one year 
(even if it is fixed for the entire term to maturity), while fixed-rate loans comprise loans with an interest rate fixed for a period of more 
than one year. The category of other includes all loans in Swiss francs, which constitute the majority of other loans. 
Source: Banka Slovenije 

On the funding side there was a decline in liabilities to the non-banking sector 
amid a change in the structure of deposits. The change in the maturity breakdown 
of deposits acted favourably to reduce interest rate risk: amid rising interest rates on 
deposits, the share of fixed-term deposits is gradually rising, while the share of sight 
 

16 This is primarily attributable to the repayment of loans at the leasing company sold in the first quarter, which significantly 
reduced the stock of loans to other financial institutions. 
17 Cash on hand, balances at the central bank and sight deposits at banks. 
18 For more on the changes in the breakdown of debt securities with regard to measurement method, see Box 1 Debt 
securities and the consequences of fair value changes. 
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deposits is declining (see Figure 2.13, right). They still accounted for 82.3% of total 
deposits by the non-banking sector in June, down 1.4 percentage points or 
EUR 650 million on the end of last year, partly as a result of the withdrawal of deposits 
from the banking system. The rise in interest rates, particularly on long-term deposits, 
increased the stock of long-term deposits by EUR 355 million,19 raising their share of 
total deposits by 0.9 percentage points to 9.4%. The stock of short-term deposits also 
increased, although their significantly lower interest rates compared with long-term de-
posits meant that the increase was small: they were up EUR 174 million, increasing 
their share by 0.5 percentage points to 8.3%. The challenges survey indicates that a 
similar trend can be expected to continue in the future, given the expectations of rises 
in interest rates on fixed-term deposits. 
 
 

Figure 2.13: Repricing gap 
and maturity breakdown 
of deposits 

Note: The repricing gap in the left chart takes account of the stability of sight deposits through various assumptions about stability 
and by allocating the stable component of sight deposits across maturity buckets, and hedging via derivatives and amortisation. In 
the right chart short-term deposits are deposits fixed for a term of up to one year, while long-term deposits are those fixed for a term 
of more than one year. 
Source: Banka Slovenije 

Liabilities to the central bank declined, while the stock of issued debt securities 
increased notably. Banks reduced their liabilities to the central bank by EUR 644 mil-
lion in the first half of this year, similar to the reduction in the second half of 2022, which 
meant that they accounted for just 0.2% of total funding in June. The significant in-
crease of EUR 1,061 million in the stock of issued debt securities20 was a major factor 
in the reduction of interest rate risk on the liability side, given that their average repricing 
period is significantly longer than that of deposits by the non-banking sector. This raised 
their share of total funding to 6.1%. The aforementioned changes in funding structure 
lengthened the average repricing period on the liability side (see Figure 2.13, left). The 
repricing gap remained at a similar level to that six months ago, which meant that the 
risk remained elevated, with a trend of decline. This is supported by the banks’ re-
sponses in the challenges survey: many expect the maturity gap to narrow as a result 
of average maturities on the liability side lengthening more than those on the asset 
side. 
 

19 Long-term deposits consist of deposits fixed for a term of more than one year, while short-term deposits are those fixed 
for a term of up to one year. 
20 The main purpose of the issuance of debt securities is to meet the minimum requirements for own funds and eligible 
liabilities (MREL), rather than any liquidity needs. 
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Interest rates 

Interest rates on new loans to the non-banking sector rose more slowly in the 
first half of this year than in the second half of last year. The trend of rapid rises 
has eased somewhat this year, which is most evident in fixed interest rates on house-
hold loans (see Figure 2.14, left). They stagnated in the first half of the year on housing 
loans and consumer loans alike. Interest rates on housing loans had risen to 4.0% by 
June, up 0.3 percentage points on the end of 2022, while interest rates on consumer 
loans remained unchanged at 6.7%. Variable interest rates on consumer loans were 
also unchanged from the end of last year at 6.8%, although they hit 7.3% in the interim, 
while there was a more notable rise in variable rates on housing loans, which were up 
1.2 percentage points at 5.1%. Given June’s inflation rate of 6.6% (HICP), real interest 
rates on housing loans remained negative, while those on consumer loans turned 
slightly positive. The trend of rising interest rates on new household loans in the euro 
area overall also continued this year; average interest rates on housing loans in June 
were lower than those in Slovenia, while those on consumer loans were higher. The 
trend of rising interest rates on loans to non-financial corporations seen in the second 
half of last year also continued this year, with fixed and variable interest rates rising to 
a similar degree (see Figure 2.14, right). The former were up 1.5 percentage points on 
the end of last year at 5.7%, while the latter were up 1.2 percentage points at 5.0%. 
They remained negative in real terms, although the trend of increase was slightly faster 
than in the euro area overall. The gap by which fixed interest rates exceeded the euro 
area average in June was much larger than the comparable gap for variable rates. 

 
Figure 2.14: Interest rates 
on loans 

Note: Variable-rate loans comprise loans concluded with a variable interest rate (tied to the EURIBOR) or with an interest rate fixed 
for less than one year (even if it is fixed for the entire term to maturity), while fixed-rate loans comprise loans with an interest rate 
fixed for a period of more than one year. Series illustrated as six-month moving averages are denoted by an asterisk (*) in the key. 
Sources: Banka Slovenije, ECB SDW 

The trend of moderate increase in interest rates on new deposits by the non-
banking sector continued over the first half of the year, although interest rates 
on sight deposits mostly remained at zero. The main increase in the household 
segment was in interest rates on long-term deposits, while interest rates on short-term 
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deposits remained notably lower (see Figure 2.15, left). The former rose by 0.7 per-
centage points over the first half of the year to reach 2.1% in June, while the latter were 
up 0.5 percentage points at 0.7%. They remained at zero on sight deposits, which re-
main the strongly prevalent form of household deposits. Interest rates on short-term 
deposits in particular were significantly lower than in the euro area overall in June, while 
with the inflation rate of 6.6% in June (HICP) real interest rates on deposits remained 
strongly negative, irrespective of fixation period. There was a significant rise in interest 
rates on long-term and short-term deposits by non-financial corporations (see Figure 
2.15, right). The former rose by 1.4 percentage points over the first half of the year to 
reach 2.6% in June, while the latter were up 0.9 percentage points at 2.2%. Average 
interest rates on sight deposits remained at zero in June, having risen slightly to 0.2% 
in May. Interest rates were lower than those in the euro area overall at all the afore-
mentioned maturities. According to the challenges survey, the majority of banks will 
raise interest rates on short-term and long-term deposits alike in the future, but will 
remain more restrained in raising interest rates on sight deposits. 

 

Figure 2.15: Interest rates 
on deposits 

 

Sources: Banka Slovenije, ECB SDW 

Rising interest rates have recently seen greater attention given to debt securities, par-
ticularly those that the banks measure at amortised cost. The focus has been the stock 
of these securities, and the difference between their carrying amount and their fair value 
(the corresponding unrealised losses that the banks would suffer when selling before 
maturity).  

The banks held EUR 8.5 billion of debt securities on their balance sheets at the end of 
June 2023 (17.5% of the balance sheet total), of which EUR 5.3 billion (62%) was 
measured at amortised cost and EUR 3.2 billion (38%) was measured at fair value 
through other comprehensive income. Government securities were prevalent (72% of 
the total), followed by bank securities (20%), while the remainder were issued by non-

Average interest rates on new household deposits by 
maturity, comparison with the euro area 

Average interest rates on new deposits by non-financial 
corporations by maturity, comparison with the euro area 
 

  

0.0

0.5

1.0

1.5

2.0

2.5

2018 2019 2020 2021 2022 2023

SI: sight EA: sight

SI: short-term EA: short-term

SI: long-term EA: long-term

6-month moving average, %

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

2018 2019 2020 2021 2022 2023

SI: sight EA: sight

SI: short-term EA: short-term

SI: long-term EA: long-term

6-month molving average, %



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  25 

financial corporations and other financial institutions. The breakdown of the debt secu-
rities portfolio across institutional sectors did not differ significantly between the two 
measurement categories. 

Figure 2.16: Stock of debt 
securities in selected 
measurement categories, 
and accumulated changes 
in fair value disclosed in 
other comprehensive 
income 

 

Note: The increase in the share of securities measured at fair value through other comprehensive income in 2020 was attributable 
to the reclassification of Abanka securities when being acquired by NKBM. 
Sources: Banka Slovenije, ECB SDW 

Similarly to banks in other EU Member States, the Slovenian banking system has seen 
significant structural changes between the two measurement categories in 2022 and 
2023, as a result of repayments upon maturity, and sales and purchases of debt secu-
rities that can also be ascribed to changes in their market value. The aforementioned 
structural changes might reflect actions on the part of the banks aimed at reducing the 
sensitivity of the earnings to interest rate risk in the period of rising interest rates seen 
since 2021. Even at the end of 2021 the banks’ portfolios mostly comprised debt secu-
rities measured at fair value through other comprehensive income (59% of the total). In 
2022, when there was a significant decline in the fair value of debt securities, a number 
of banks classified newly purchased securities into the category of financial assets 
measured at amortised cost. Classifications of this kind have also been seen in 2023: 
the share of the debt securities portfolio measured at amortised cost increased by an 
additional 4 percentage points in the first half of the year to reach 62%, on account of 
a decline in the portfolio of debt securities measured at fair value through other com-
prehensive income. Based on the banks’ predictions expressed in the challenges sur-
vey, further changes of this kind can be expected over the remainder of 2023. Both 
measurement categories have seen a gradual increase in the share of government 
securities since 2021 (from 67% at the end of 2021 to 72% at the end of June 2023) at 
the expense of securities issued by banks. 

The banks that hold debt securities measured at fair value through other comprehen-
sive income recorded losses in 2022 as a result of the decline in their fair value, which 
resulted in a decline in the total capital ratio at those banks. The accumulated losses 
on this account recognised in equity amounted to EUR 208 million after tax at the level 
of the banking system at the end of 2022. The situation on the market has eased some-
what this year, which resulted in a slight reduction in the accumulated losses over the 
first six months of the year, to stand at EUR 175 million after tax at the end of June. 
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Under IFRS 9 there is no need for banks to recognise the effects of measurement at 
fair value for securities measured at amortised cost, as the expectation is that the banks 
will hold these securities until maturity, when their fair value approaches their amortised 
cost. The banks only need to disclose the fair value of this portfolio.  

Our estimate is that the fair value of securities measured at amortised cost was EUR 
279 million less than their amortised cost at the end of June 2023. The estimate already 
includes the valuation effects due to any fair value micro hedges,21 but not the effects 
of any macro hedges that include debt securities measured at amortised cost.22 Given 
their current favourable liquidity situation, the banks have no need to sell debt securi-
ties, as they have other options available for managing liquidity, such as balances in 
accounts at the central bank and at commercial banks and obtaining additional funding 
from the ECB by pledging non-encumbered assets of the requisite credit quality (in-
cluding the aforementioned portfolios of debt securities). It is therefore unlikely that the 
unrealised losses on this account would subsequently be realised. 

Other salient information from the perspective of risk analysis concerns impairments 
for expected credit losses, which banks are required to recognise in profit or loss for 
both measurement categories. The banks assess the credit risk of their securities port-
folios as low, which can be ascribed to the aforementioned large share of government 
securities. At the end of June 2023, the banking system presented coverage of their 
gross carrying amount by impairments at approximately the same level in both catego-
ries (0.13%). 

 

 

 

   

 

21 Under IFRS 9, in the case of a micro hedge the bank adjusts its carrying amount for the gain or loss resulting from the 
change in fair value under hedging. 
22 When a bank is hedging a group of financial instruments, changes in the fair value of the group are presented in a separate 
line item, and the carrying amounts of the individual hedged instruments that make up the group are not adjusted. 
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2.4 Credit risk 

The assessment of credit risk in the banking system has been reduced from ele-
vated to moderate. Despite the exceptional challenges facing businesses and 
households over the last three years, the asset quality has continually improved, 
reaching a new milestone in the first half of 2023. Quality has begun to improve 
markedly even in portfolio segments where NPEs had remained persistently 
high. Rising corporate profits and high employment with low indebtedness are 
indicative of the sound financial position of customers of banks, who are oper-
ating in a stable environment with a positive, albeit weaker, outlook. One risk of 
a future rise in NPEs comes from the consequences of the recent floods, which 
might be greater than currently identified given the complex interactions in the 
economy. Current assessments are that there should be no significant deterio-
ration in the quality of bank assets on this account.  

NPEs and credit risk stages 

The NPE ratios declined further in the first half of this year, reaching 1.0% at the 
level of the total portfolio in June. A trend of decline in NPE ratios, albeit slower, is 
also evident at EU level. Slovenia had reached the level of the EU average by the end 
of 2021, and its faster decline has continued since then. The figure in Slovenia was 0.3 
percentage points below the EU average in March 2023, and was also below the euro 
area average (see Figure 8.8, left, in the appendix). The NPE ratio in the non-financial 
corporations portfolio also reached its lowest level to date in Slovenia of 1.6%, while 
the NPE ratio in the household portfolio stood at 1.5% (see Figure 2.17, left). The only 
outlier is the sole traders portfolio, where the NPE ratio rose slightly by 0.1 percentage 
points to stand at 3.4%. Sole traders accounted for just a small share of total NPEs in 
the banking system in June, at 4.6%.  

Figure 2.17: NPE ratios 

Source: Banka Slovenije 
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After a temporary deterioration in the final months of 2022, asset quality im-
proved in the first half of 2023 even in the sectors that were hit hardest during 
the pandemic and suffered the longest consequences. Turnover in accommodation 
and food service activities in 2022 exceeded that from 2019 for the first time since the 
outbreak of the pandemic, and performance has further improved this year. The im-
proved performance of firms in accommodation and food service activities was re-
flected in a decline of 23% in the stock of NPEs to the sector in the first half of 2023, 
and in a decline of 3.2 percentage points in the NPE ratio to 11.8%. Accommodation 
and food service activities nevertheless still accounted for 23% of total NPEs in the 
non-financial corporations portfolio in June, compared with 6% before the pandemic. 
After rising slightly in the final months of 2022, the NPE ratios in professional, scientific 
and technical activities and in arts, entertainment and recreation declined again over 
the first half of this year (see Figure 2.17, left). These three sectors recorded the highest 
NPE ratios in the non-financial corporations portfolio during the pandemic. 

The trend of improvement in the quality of the housing loans and consumer loans 
portfolios continued over the first half of 2023. The decline of 0.3 percentage points 
in the NPE ratio in the consumer loans portfolio to 3.2% was attributable to a decline in 
the stock of NPEs and also to the rise in consumer lending from August 2022 (see 
Figure 2.17, right). The stock of consumer loans23 increased by 3.0% over the first half 
of the year, while the stock of housing loans was unchanged from December. The NPE 
ratio in the housing loans portfolio is one of the lowest in all of the banks’ credit portfo-
lios: it stood at 1.1% in June, down 0.1 percentage points on December 2022. 

Figure 2.18: Share of 
Stage 2 exposures 
 

Sources: Banka Slovenije, EBA 

The share of exposures in the stage with increased credit risk has declined fur-
ther in 2023, but in certain segments of the portfolio this share points to in-
creased identification of credit risk at banks. The share of Stage 2 exposures in the 
entire portfolio declined by 0.2 percentage points over the first half of the year to 4.9% 
(see Figure 2.18, left). An opposite dynamic is notable in the consumer loans portfolio, 
 

23 The section on credit risk addresses the entirety of bank exposure, both on-balance-sheet and off-balance-sheet. The 
consumer loans and housing loans portfolios both have very low shares of off-balance-sheet exposures (0.02% for con-
sumer loans and 0.64% for housing loans in June), for which reason we speak solely of loans.  
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where the share of Stage 2 exposures increased to 10.6%. The consumer loans port-
folio has mainly seen a rising trend ever since the outbreak of the pandemic, with indi-
vidual shorter periods of intermittent rises and falls in the share of Stage 2 exposures. 
Increased reclassification to Stage 2 has also been evident since the final months of 
last year in the sole trader portfolio and in the micro enterprises portfolio (see Figure 
8.9, left, in the appendix), which together account for just 5.2% of total bank exposure. 
There are no major outliers from the general trend of decline in any sectors within the 
non-financial corporations portfolio (see Figure 8.9, right, in the appendix). Accommo-
dation and food service activities and arts, entertainment and recreation have both seen 
major reclassification from Stage 2 to Stage 1 (lowest credit risk) ever since the begin-
ning of 2022. The share of Stage 2 exposures in the two sectors declined from over a 
half to 26% and 21% respectively in June 2023, still well above average.  

A renewed decline in the share of Stage 2 exposures was also evident across EU 
Member States. The increase in credit risk as a result of the outbreak of the war in 
Ukraine was reflected at EU level in an increase in the share of Stage 2 exposures, but 
the trend reversed in the final quarter of 2022 and continued in the first quarter of 2023 
(see Figure 2.18, right). The share of Stage 2 exposures at EU level stood at 9.1% in 
March, and was still slightly above its level before the outbreak of the war.24 

Bank credit standards and interest rates 

The banks have slightly tightened their credit standards again in 2023, albeit less 
than in the previous year. According to the BLS, there has been a consistent tighten-
ing of credit standards since the very beginning of 2020, with a minor relaxation in 2021, 
and renewed tightening since the outbreak of the war in Ukraine (see Figure 8.8, right, 
in the appendix). The banks cite the economic situation and also various industry-spe-
cific situations as the most important factors in the tightening for loans to non-financial 
corporations. The most notable factor in the tightening of credit standards for house-
holds in the second quarter was the creditworthiness of the borrower, but the general 
economic situation and the poor housing market prospects also had a significant influ-
ence on standards. Expectations of the further tightening of credit standards for non-
financial corporations over the next three months are declining. Conversely, the major-
ity of the banks are expecting a relaxation of credit standards for housing loans and 
consumer loans over the same period. Changes in interest rates on loans are the loan 
terms most commonly cited by the banks. 

The rise in interest rates was first reflected in variable-rate loans and in loans 
with short residual maturity. Variable-rate loans accounted for 76% of the stock of 
loans to non-financial corporations in June (see Figure 2.19, left), while any fixed-rate 
loans that are renewed at maturity will be concluded under the higher interest rates 
applicable at the time. Just under 60% of loans to non-financial corporations carry a 
variable rate with a residual maturity of more than one year, while an additional 22% 
are loans with a maturity of less than one year, irrespective of the remuneration type 
(see Figure 2.19, right). The information and communication sector is in the least fa-
vourable situation with regard to interest rates: almost 95% of its debt is due for repric-
ing or renewal in less than one year. The figures are only slightly lower in accommoda-
tion and food service activities and in wholesale and retail trade, the latter primarily on 
account of the nature of the sector, which is largely financed through short-term loans. 

  

 

24 The item relates to the loan portfolio. The comparable figure for Slovenia for the same period is 5.7%. 
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Figure 2.19: Variable-rate 
loans to non-financial 
corporations   

Source: Banka Slovenije 

Despite the increase in the interest burden, the banks are not expecting any ma-
jor deterioration in asset quality this year or next year. According to the challenges 
survey, more than half of the banks are not expecting higher interest rates to have any 
major impact on debtors’ debt servicing capacity, while those who are anticipating a 
deterioration in the credit portfolio on this account are mainly expecting it to be reflected 
in 2024 (see Figure 2.20, left). Less than half of the banks assess that the rise in energy 
prices will be reflected in asset quality for customers being hit directly by the rising 
prices, and merely just over 20% assess the same for customers impacted indirectly 
by rising energy prices (see Figure 2.20, right).  

Figure 2.20: Bank 
assessment of 
deterioration in asset 
quality 

 

Note: The charts illustrate the share of banks giving each answer. 
Source: Challenges survey 
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Coverage by impairments and provisions 

After declining temporarily in the second half of 2022, coverage of NPEs by im-
pairments and provisions improved again in the first half of 2023, while coverage 
of performing exposures declined further. Coverage of NPEs reached 57.8% in 
June, up from 56.0% at the end of last year (see Figure 2.21, left).25 The increase in 
the coverage of NPEs was evident in all customer segments. Coverage of performing 
exposures declined again in the first half of the year to reach 0.43% in June. Consumer 
loans (and consequently the entire household portfolio) were notable for the rise in 
coverage as of 2022, by 0.2 percentage points in total to 1.2% (see Figure 2.21, right). 
The accommodation and food service activities sector is notable for its decline in cov-
erage by impairments, from a peak of 5.9% in November 2021 to 2.3% in June 2023, 
in line with the reclassification of exposures from Stage 2 to Stage 1. 

According to the challenges survey, the banks are not expecting any major in-
crease in impairments and provisions in the future. Merely just under 19% of the 
banks assess that they will need to create additional impairments and provisions on 
account of rising interest rates, while just over 6% of the banks assess the impact of 
rising energy prices in this way. The assessments were made before the completion of 
the collection of data on the magnitude of the damage suffered by bank customers in 
this year’s floods; the banks’ current assessments are that the damage is thought to be 
minor. Bank customers who suffered damage during the floods will be able to exercise 
a debt moratorium at banks under the conditions set out by law,26 or agree on other 
changes to contractual provisions or raise new loans to rectify the damage, which might 
drive a deterioration in asset quality and the need for additional impairments. Some of 
the increased demand for loans as a result of the floods will be financed directly at non-
bank creditors, and not necessarily via banks. It is particularly uncertain how much 
indirect damage bank customers will suffer over the medium term as a result of the 
temporary disruption to supply chains. 

Figure 2.21: Coverage by 
impairments and 
provisions 

Note: PEs denotes performing exposures. 
Source: Banka Slovenije 

 

25 The key factors in the decline in coverage in the second half of 2022 were the dynamics in NPEs, and the impairments 
for exposures to Russia, Belarus and Ukraine. The majority of exposures to these three countries were reclassified as 
NPEs in 2022, but they also include exposures with high coverage by collateral (government guarantee) and consequently 
lower coverage by impairments. 
26 Act Determining Intervention Measures for Recovery from the Floods and Landslides of August 2023 (ZIUOPZP) 
(pisrs.si)  
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2.5 Income risk 

The assessment of income risk in the banking system was reduced to low, on 
account of the improvement in the conditions for generating income. Despite the 
slowdown in growth in loans, the impact on income generation is expected to 
remain highly positive over the remainder of the year. Net non-interest income 
also recorded positive growth in the first half of the year, while growth in operat-
ing costs was significantly outpaced by the increase in income. August’s severe 
weather events will not have an adverse impact on the generation of income at 
the banks. 

Gross income and net income  

Banks saw a sharp increase in gross and net income in the first half of this year. 
The improvement in income was driven by a large and rapid increase in net interest, 
but was also attributable to growth in net non-interest income, which has again been 
relatively volatile this year on account of one-off factors. The banking system’s gross 
income in the first half of 2023 was up 58.3% in year-on-year terms, while net income 
was up fully 135.3% amid moderate growth in operating costs (11%). Net income made 
a decisive contribution to the year-on-year increase in profit in the first half of 2023.27 
With price effects prevailing, it can be expected to continue increasing, despite any 
slowdown in growth in loans. 

Net interest margin and net non-interest margin 

Net interest income in the first half of the year doubled in year-on-year terms. 
The net interest margin is rising. Net interest income remains the main factor in the 
increase in the banks’ income. Strengthening net interest was evident throughout last 
year, driven relatively equally by quantity effects and price effects. The positive price 
effects coming from the asset side of the balance sheet strengthened markedly be-
tween the second half of last year and June of this year amid rising interest rates, re-
turns on assets of all types having increased profoundly (see Figure 2.22). There was 
an increase in interest income on loans, and on the most liquid assets, most notably 
claims against the central bank.  

The increase in interest expenses was much smaller: it amounted to just a fifth of the 
increase in interest income. The reasons lie in the structure of bank funding, and the 
banks’ interest rate policies. The prevalence of funding via deposits by the non-banking 
sector and the low share of more costly funding (wholesale funding in particular28) are 
major factors driving the increase in net interest income. The persistently high share of 
sight deposits, which carry almost zero interest, and the very slow rise in interest rates 
on deposits of longer maturities are driving a rapid rise in the net interest margin. Since 
reaching its lowest value (1.39%) in April 2022, it has risen rapidly, reaching 2.29% in 
June of this year.29  

  

 

27 See the section on profitability and solvency, which examines the differences in the amount of pre-tax profit that explain 
the changes in income and cost categories (net income), and in net impairments and provisions. 
28 The share of wholesale funding has increased this year, primarily as a result of the issuance of bonds at two large banks 
to meet the MREL targets. 
29 The quarterly developments in the interest margin over the preceding 12 months indicate that it had surpassed 2% by 
December of last year, before hitting 2.9% in June of this year, its highest value in almost two decades. 
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Figure 2.22: Net interest 
margin, and contribution 
made by quantity effects 
and price effects to 
change in net interest 
income 

 

Note: In the above charts the net interest margin is calculated for a moving 12-month period. 
Source: Banka Slovenije 

The increase in net interest income in the first half of this year was driven above 
all by price effects on the asset side of the balance sheet. The quantity effects on 
the asset side were only small, given the slowdown in growth in loans and interest-
bearing assets. Taking account of price effects alone, those on the asset side of the 
balance sheet were four times the size of those on the liability side.30 The largest con-
tribution on the asset side to the year-on-year increase in interest income came from 
interest income on loans, which account for more than half of interest-bearing assets. 
The increase in interest income driven by the most liquid assets in the form of claims 
against the central bank and against banks, which account for a fifth of the balance 
sheet total and almost a quarter of interest-bearing assets, should also be highlighted. 
The successive rises in the ECB’s interest rates were immediately reflected in an in-
crease in (net) interest income on this account.31 On the liability side the negative price 
effects were relatively evenly distributed across the main types of funding (deposits by 
the non-banking sector, wholesale funding, other). All sources of funding are gradually 
becoming more expensive, with deposits by the non-banking sector recording the slow-
est rise.  
One-off factors have caused net non-interest income to fluctuate considerably, 
but in the first half of this year it was up 7.7% on the same period last year. The 
effect of the sale of a leasing company at one of the large banks was a major factor in 
the year-on-year decline in net non-interest income over the first four months of the 
year. The reversal in growth came in May, as a result of dividends received, which in 
the first half of the year were up sharply on last year at the level of the banking system 
(see Figure 2.23, right). Net fees and commission in the first half of the year were down 
3.6% in year-on-year terms, reducing the net commission margin to 0.78% (down from 
0.81% in December of last year). It should be remembered that the banks were still 
charging custody fees in the first half of last year. This year’s decline in net fees and 
commission, which is the largest component of net non-interest income accounting for 
two-thirds of the total, was relatively small (EUR 7.4 million), particularly in comparison 
with the large increase in net interest.  
 

30 Price effects this year amounted to EUR 399 million on the asset side, and EUR 107 million on the liability side.  
31 The year-on-year difference in net interest income coming from interest income on claims against the ECB and the deposit 
facility in the first half of the year compared with the first half of last year, when excess reserves were still under negative 
remuneration, accounts for more than 40% of the total increase in net interest income. 
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Figure 2.23: Net 
commission margin and 
types of non-interest 
income 

Note: The net commission margin in the left chart is calculated for the preceding 12 months. The figures in the right chart denote net 
non-interest income and net fees and commission. 
Source: Banka Slovenije 

Operating costs 

Growth in operating costs has been moderate this year, and has been outpaced 
by growth in gross income. Operating costs in the first half of the year were up 11% 
in year-on-year terms, somewhat higher than inflation but significantly less than the 
growth in income. Growth in labour costs was slightly lower, at 10.2%. The ratio of 
operating costs to the balance sheet total calculated over the preceding 12 months 
increased slightly, which was attributable to the slower growth in the balance sheet total 
(see Figure 2.24). The CIR declined sharply as a result of the high growth in income to 
stand at 43.4% (compared with 61.9% in the first half of last year, 57.6% over the whole 
of 2022, and a long-term average in the Slovenian banking system of 58.5%). 

Figure 2.24: Operating 
costs and CIR  

Source: Banka Slovenije 
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Expectations of income generation until the end of 2023 

By the end of 2023 net income is expected to have increased sharply compared 
with last year. Given this year’s interest rate levels,32 there is still an expectation of 
high growth in net interest income relative to last year, and a rise in the net interest 
margin, even if growth in loans slows further.33 Net interest income will be the main 
driver of the increase in income and earnings at the banks. Our assessment and fore-
cast is that any moratoria that the banks approve for customers over the next 12 months 
in connection with August’s severe weather events will have no impact in reducing in-
terest income over this period. Any additional credit activity aimed at dealing with the 
consequences of the floods and landslides could have a positive effect on income. 

The majority of the banks are expecting net interest income to increase over the re-
mainder of this year, with a positive impact in driving up income and earnings, a rela-
tively neutral effect from non-interest income, and a moderate negative effect from op-
erating costs.34 

Comparison of income and cost indicators in the Slovenian banking system with the 
euro area 

A comparison of the main income and cost indicators relative to the balance sheet total 
in the Slovenian banking system with other EU Member States35 in 2022 shows no 
significant changes from previous years. The Slovenian banking system was slightly 
above average (compared with the EU median) in terms of the net interest margin, net 
non-interest margin, and net commission margin, where it has one of the highest fig-
ures. At the same time Slovenian banks had a higher ratio of operating costs to the 
balance sheet total and a higher CIR compared with other countries, although the at-
tributes and importance of the banking systems in the individual countries need to be 
taken into account. The comparison of the Slovenian banking system with banks of 
similar size (small banks in the EU), whose data is most comparable, also reveals for 
last year that the Slovenian banking system was a slight upward outlier in terms of the 
margins (net interest, net non-interest and net commission), while it also recorded a 
better (lower) result in 2022 for the ratio of operating costs to the balance sheet total, 
and was particularly notable for its CIR. 

Signs of stronger shifts in the net interest margin began to be seen in the first quarter 
of 2023.36 There was a notable widening of the difference between the net interest 
margin in the Slovenian banking system and other banking systems, which means that 
the Slovenian banking system has one of the highest rates of growth in net interest 

 

32 The interest rate on the ECB’s deposit facility was raised from -0.4% to zero in July 2022, and then underwent nine further 
rises to reach 4.0% in September 2023. The 3-month Euribor moved similarly into positive territory in July of last year. That 
the 3-month Euribor averaged -0.4% in the first half of last year and 3% this year is evidence of the size of the differences 
in interest rates between the two years. Despite rising it averaged just 1.1% over the second half of last year, but had reached 
3.9% by the middle of this September. 
33 Some 55% of all loans to households and non-financial corporations (accounting for 84% of total loans to the non-banking 
sector) carry a variable interest rate. The stock of the most liquid assets exceeds a fifth of the balance sheet total, and so 
more than two-thirds of interest-bearing assets are adjusted promptly to any rise in interest rates. Conversely, sight deposits 
by the non-banking sector for example, which have seen virtually no movements in interest rates this year, account for fully 
72% of the banks’ interest-bearing liabilities.  
34 In their set of responses to the question on the impact of individual income statement categories, 14 of the banks said that 
they are expecting net interest to have a major impact on profitability, with one bank expecting a minor impact and just one 
a significant decline. The expectations with regard to non-interest income are more evenly distributed: 13 of the banks gave 
relatively neutral responses (four are expecting a minor negative impact on profitability, four no impact, and five a minor 
positive impact on profitability). With regard to operating costs the vast majority of the banks are expecting a negative impact, 
of which five are expecting a major impact in reducing profitability and ten a minor impact (challenges survey).  
35 The compared values relate to the whole of 2022 (ECB SDW). See Figures 8.13 to 8.16 in the appendix.  
36 These are the available quarterly figures, which have been annualised. It should be remembered that growth in net interest 
in 2022 only began to increase rapidly in the second half of the year, and particularly from the third quarter, for which reason 
the changes in 2022 were still relatively small. The figures for the first quarter of this year point to profound changes in net 
interest income. 
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income in the EU (see Figure 2.25, right). The rapid rise in the margin and the widening 
of the difference with other banking systems is attributable to the factors cited above.  

Figure 2.25: Net interest 
margin and growth in net 
interest income in EU 
Member States 

 

Note: The hatched bars in the left chart denote countries outside the euro area. The data in the right chart was only available for 24 
EU Member States. 
Source: Banka Slovenije 
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3 Other Risks 

3.1 Cyber risk 

Cyber risk in the banking system remains moderate. The banks are not reporting 
any report an increase rise in the number of cyberattacks or incidents over the 
last year as a result of geopolitical risks. This is also reflected in the results of 
the challenges survey, which continue to show that the cyber resilience of the 
banking system remains stable. Banks are still facing difficulties caused by a 
lack of supervision of outsourcing and suppliers, the obsolescence of infor-
mation systems, and a lack of cyber hygiene, albeit less so than in previous 
years. The number of cyber incidents in the period between March 2022 and July 
2023, which was dominated by the war in Ukraine, was low, and did not pose any 
particular threat to the banking system. 

The banks are facing three cyber vulnerabilities: (i) insufficient supervision of 
outsourcing and suppliers, (ii) obsolescence of information systems, and (iii) is-
sues with cyber hygiene.37 Banks are still facing cyber vulnerabilities, but less than 
in previous years. The trend is towards hiring information solutions and support for them 
from outsourcers and suppliers, which increases exposure to cyberattacks and cyber 
incidents. The banks exercise supervision of outsourcers on the basis of the outsourc-
ing policy, which follows the requirements of the EBA guidelines on outsourcing.38 The 
banks order independent audits for critical outsourcers, which helps to improve the re-
silience of the banking system. The banks have clauses in their contracts with out-
sourcers requiring them to establish and implement organisational and technical secu-
rity measures to ensure information security.  

Banks are still dealing with obsolescent information systems, which pose a cer-
tain level of risk on account of easier cyber penetration. That information systems 
are obsolescent is attributable to the complexity of the information systems used by 
banks, the interactions of different services, and the occasional incompatibility of indi-
vidual services with newer solutions. The banks are gradually addressing these, on the 
basis of their priorities, and analysis of the risks and threats. In order to improve cyber 
resilience and be able to identify threats more quickly and respond systematically to 
cyber threats, banks will need to allocate more resources in the future to strengthen 
their cyber defences with additional security mechanisms (implementation of a secure 
operating system, and internal and application firewalls). The banks otherwise report 
that they are intensively upgrading and updating their information systems, also with 
the aim of better protecting themselves against cyberattacks. 

Banks report that they are still facing issues with regard to cyber hygiene. This 
is evidenced by various deviations from banks' security policies. Alongside various soft-
ware applications and independent security audits, regular staff training can also play 
a role in security risk management (see Figure 3.1). 

  

 

37 Cyber hygiene is the practices and steps that users of computers and other devices take to improve online security. 
38 The EBA guidelines on ICT outsourcing can be found at EBA BS 2019 04 (Final draft Guidelines on ICT and security 
risk management).docx (europa.eu). 

https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Guidelines/2020/GLs%20on%20ICT%20and%20security%20risk%20management/872936/Final%20draft%20Guidelines%20on%20ICT%20and%20security%20risk%20management.pdf
https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Guidelines/2020/GLs%20on%20ICT%20and%20security%20risk%20management/872936/Final%20draft%20Guidelines%20on%20ICT%20and%20security%20risk%20management.pdf
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Figure 3.1: Cyber 
vulnerability of banks 

 

Source: Banka Slovenije 

Banks have reported an increase in SMS scams over the past year, where scam-
mers impersonate banks. The scammers try to entice message recipients to click on 
an attached link that redirects them to a fake bank website, where they ask for confi-
dential personal data to be entered. The scammers aim to convince Slovenian bank 
customers to provide them with enough data to be able to install software that can 
confirm transactions and to carry out phishing attacks. They misuse the data obtained 
from customers to make unauthorised payment transactions charged to their personal 
account. The banks are warning customers who receive messages of this kind by email 
or mobile not to click on them and not to enter their personal data. 

The survey also aimed to understand how the banks are prioritising cyber vul-
nerabilities. The assessment was that they are seriously addressing the vulner-
abilities identified through survey results. The cyber vulnerability39 of the banking 
system has improved since 2019, which indicates that the banking system is better 
prepared for cyberattacks, and is better able to mitigate their consequences (see Figure 
3.1, right). 

Banks report that they have not observed an increase in the number of cyberat-
tacks on bank information systems as a result of geopolitical tensions (the war 
in Ukraine). A trend of increase in the number of cyberattacks has been evident for 
several years now, but it has not been driven by the war in Ukraine. Bank systems have 
faced the following types of cyberattack in the last year, causing either interruptions to 
business or financial damage: phishing attacks, DDoS attacks, directory scams, scan-
ning of external IP addresses, attempts to exploit known security vulnerabilities in the 
computer equipment used by banks, and ransomware. Between March 2022 and July 
2023, there were 2,096 cyberattacks and the financial damage caused by them was 
estimated around EUR 202 thousand. The banks are not reporting any increased ex-
posure of their information systems to cyberattacks as a result of geopolitical tensions, 
and are not earmarking additional funding for cyber security. They have also made no 
changes to their strategic plans to take account of geopolitical tensions. 

 

39 Cyber resilience is the ability of a bank or any other financial institution to achieve its missionby anticipating and manag-
ing cyber risks, and recovering quickly from cyber incidents. . 
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Digitalisation and new financial technologies (fintech)41 are having an increasing 
impact on banks’ performance and business models. The development of the 
fintech sector, which is based on the use of innovative information technology in finan-
cial services, has begun to change the use of technology in the development of new 
banking products and services and business models. The main objectives in the use of 
fintech are the digital transformation of business, and the maintenance of competitive-
ness on the market. Banks are using of fintech, but there is no sign of any increase in 
its use relative to previous years, which leads to the conclusion that caution prevails in 
the adoption of fintech as part of business as usual.  

The banks are facing competitive pressure from fintech firms, and also from dig-
ital banks.42 They report that fintech firms and digital banks are particularly competitive 
in the areas of current accounts, payments, and consumer lending, albeit less than in 
previous years. The competitors’ advantages lie in additional services for more ad-
vanced digital users, and free services (price competition). The banks are increasingly 
collaborating with fintech firms by upgrading their internal information systems with new 
functionalities (particularly in the area of payment services and in new banking prod-
ucts; see Figure 3.2). 

In recent years the banks have earmarked additional funding for the development 
of new products based on biometrics, cloud computing and AI. The use of AI and 
machine learning brings opportunities to increase revenues, reduce costs and to man-
age risks, resulting in increased competitiveness for banks. Banks do not see added 
value in using other fintech (e.g. distributed ledger technology and smart contracts) in 
their services or internal business processes.  

Banks remain conservative in their adoption of fintech, which means that they 
make a thorough assessment of the added value of the technology before decid-
ing to implement it. When the use of fintech is compared with previous years (2019 
and 2021), shifts can be seen mainly in the use of AI, biometrics and big data. The 
main finding is that banks use various AI applications in their internal processes (see 
Figure 3.2), such as neural networks, decision trees and regression analysis. They are 
mainly used for credit assessment, anti-money laundering, and real-time payments, 
including verifying the identification of payers and payees. 

  

 

40 The text in this section is based on the results of the challenges survey. 
41 Fintech includes cloud computing, digital/mobile wallets, biometrics, big data, AI (including machine learning), smart con-
tracts, and distributed ledger technology. 
42 Digital banks do their business with customers exclusively via mobile apps or online platforms. Digital banks have no 
bricks-and-mortar branches, and do not do business with customers in any way reminiscent of traditional banking. There 
are two digital banks operating in Slovenia: N26 and Revolut. 
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Figure 3.2: Collaboration 
between banks and 
fintech firms, and usage 
of fintech 

Source: Banka Slovenije 

The banks are aiming to use fintech to improve their competitiveness on the mar-
ket and to reduce operating costs. The banks are mainly using digital/mobile wallets, 
biometrics and AI to increase their market competitiveness (see Figure 3.3). Banks are 
using fintech such as cloud computing and AI to reduce operating costs. The majority 
of bank customers are already using digital channels for their everyday banking ser-
vices. About 75% of retail banking customers make use of digital channels, while the 
figure in commercial banking is even higher, at around 85%. - Banks do not offer crypto 
products to their customers and have no plans to do so. 

The survey shows that fintech is mainly having an impact on bank’s business 
models in the areas of retail banking, commercial banking, and payments. The 
banks aim to adjust their business models to improve their business processes and 
meet rising customer expectations, thereby becoming more competitive with fintech 
firms and digital banks. The banks’ primary aims in introducing fintech are to increase 
income, to attract customers, and to offer new services on the market. They also want 
to improve their range of services to satisfy new and existing customers. Compared to 
previous years the banks are adapting faster to the market situation through new prod-
ucts and services, and are continuing to invest in the digitalisation and automation of 
business processes. The survey shows that fintech firms and digital banks are still com-
peting with the banks by offering free services in their dealings with customers, albeit 
less than was evident in previous years (see Figure 3.3). 

  

Collaboration between banks and fintech firms Usage of fintech in the banking system 

  

0 20 40 60 80 100

Do you offer any services
related to cryptocurrencies?

Do you invest indirectly in
fintech start-ups (e.g. via

funds)?

Do you form commercial
parternships with fintech firms
to offer new services on the

market?

Are you facing competitive
pressure from fintech firms?

2019 2021 2023

(%)

0

4

8

12

16

In 
us

e

Pi
lot

 te
sti

ng

No
 a

cti
vit

y

In 
us

e

Pi
lot

 te
sti

ng

No
 a

cti
vit

y

In 
us

e

Pi
lot

 te
sti

ng

No
 a

cti
vit

y

In 
us

e

Pi
lot

 te
sti

ng

No
 a

cti
vit

y

In 
us

e

Pi
lot

 te
sti

ng

No
 a

cti
vit

y

Distributed
ledger

technology

AI including
machine
learning

Big data Cloud
computing

Biometrics

2019 2021 2023

number of banks



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  41 

Figure 3.3: Added value 
and changes to the 
banking system from the 
rise of fintech 

Source: Banka Slovenije 

The banks are primarily using tried and tested fintech in their operations, such as cloud 
services and software interfaces. Fintech is mainly being used in the area of cyber security, 
improving data quality, and in AML. Banks report that the use of cloud services enables the 
use of advanced analytical tools and big data processing. They are developing and using 
fintech to improve the range of services in open banking.  

In making planned changes as part of the digitalisation process, similarly to previous 
years the banks face a lack of resources, legislative restrictions and fast-paced techno-
logical changes. The banks mention that there are shortages of personnel on the market with 
the requisite technical know-how, of qualified providers (IT firms) and of good-quality providers 
of information solutions. Similarly to previous years, there also is an evident shortage of time 
and resources in connection with legislation, given the increasingly complex regulatory require-
ments for the planned changes in the area of digitalisation. The banks earmarked less of their 
revenues for in-house fintech development in 2022 than in previous years. They are forecast-
ing that investment in developing in-house fintech and in upgrading existing information infra-
structure will increase slightly in 2023. For several years now the banks have been investing 
additional funds in the development of biometrics, AI, and big data, with the aim of further 
optimising internal business processes (such as reducing costs and downsizing staff), and 
offering their customers more attractive banking products. Fintech is bringing opportunities for 
banks to improve their customer-facing operations and their back-office operations, thereby 
increasing their profitability and competitiveness on the market. 

Similarly to previous years, the banks report that they are working with the Big Tech 
firms43 and currently see them as business partners rather than as competitors. In this 
year’s survey the banks again believe that the Big Tech firms will enter the area of banking 
services sector in the coming years, improving the user experience, offering innovative prod-
ucts and services to customers, reducing operating costs, and creating new partnerships in 
the market. Banks still have certain advantages over big tech and fintech firms, such as better 
risk management and more personalised customer service.  

 

 

43 The Big Tech firms currently comprise Facebook, Apple, Amazon, Microsoft and Google. The Big Tech firms are dominant 
in their sectors: Apple in smart communications devices, Facebook in social media, Google in online search, Microsoft in 
software and Amazon in e-commerce. Given their dominance in the tech market, the Big Tech firms also exert a major 
influence on the economy and society as a whole. 

Added value for the banking system from individual 
types of fintech 
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3.2 Climate risks 

Transition climate risks in the banking system remain moderate, with a stable 
outlook. There was a slight improvement in the indicators of (transition) climate 
risks in the first half of 2023, as a result of a base effect and the stabilisation of 
energy prices (see Figure 3.4). In terms of physical risks, the rising frequency 
and intensity of loss events could have a significant impact on the financial sys-
tem, while the assessment of the impact of the recent floods remains rather un-
certain, given the wide range of outcomes.  

The August floods had large-scale consequences, encompassing the damage caused 
directly to private property and public infrastructure, the loss of income caused by in-
terruptions to business activity, and the indirect effects along the supply chain. These 
consequences could have a significant impact on individual parts of the financial sys-
tem, particularly the insurance sector, due to an increase in claims.44 An impact on the 
banking sector is also possible, from the potential increase in credit risk. From a 
macrofinancial perspective, the impact on GDP could be positive amid increased in-
vestment in repairs and renovations, though government borrowing costs might also 
increase. Physical risks might increase significantly as the frequency of loss events 
increases, but adaptation measures can make a significant contribution to mitigate 
these risks in the future. An assessment of the transition climate risks is presesnted 
below. 

The share of exposures to the most climate-sensitive sectors in the non-financial cor-
porations portfolio increased slightly by 0.3 percentage points in the first half of this 
year to 37%, while the share of exposures to climate policy relevant sectors increased 
by 1 percentage point to 42%. While there was a slight increase in the exposure shares, 
the year-on-year growth rates of exposures to climate-sensitive sectors and to climate 
policy relevant sectors slowed significantly in the first half of the year.45 This is attribut-
able to a base effect and to the stabilisation of energy prices amid a decline in monthly 
inflows of exposures compared with the first half of 2022. Year-on-year growth in the 
first half of the year slowed from 18.4% to 6.9% according to the classification of sectors 
with regard to the emissions breakdown in Slovenia, and from 19.2% to 8.3% with re-
gard to the emissions breakdown in the EU. The decline in growth in exposures to 
climate-sensitive sectors on the basis of the emissions breakdown in Slovenia was at-
tributable to average contributions of 3.3 percentage points from manufacturing, elec-
tricity and construction, and 1.7 percentage points from transport. The decline in the 
growth rate of exposures on the basis of the emissions breakdown in the EU was at-
tributable to energy-intensive sectors (4.1 percentage points), housing (3.1 percentage 
points) and utilities (2.3 percentage points).  

The weighted carbon intensity declined slightly, and the tilt of the non-financial 
corporations portfolio towards polluting sectors is no longer increasing. The lat-
ter actually declined over the first half of 2023. The weighted carbon intensity declined 
by 2.3% over the first half of the year, driven largely by the sectors of electricity, gas, 
steam and air conditioning supply, agriculture, and manufacturing. The trend of in-

 

44 For more, see Section 6.2 Insurers. 
45 Climate-sensitive sectors are defined on the basis of the share of total carbon emissions in Slovenia accounted for by the 
particular sector, and comprise manufacturing, construction, transport and electricity. Climate policy relevant sectors take 
account of the share of total greenhouse gas emissions accounted for by the particular sector at EU level (Battiston et al., 
2017), and comprise buildings, transport, energy-intensive sectors, utilities and fossil fuels.  
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crease in the tilt reversed, as the tilt declined by 3.1 percentage points relative to De-
cember 2022 (granular emissions), primarily as a result of a decline in the tilt towards 
the electricity, gas, steam and air conditioning supply sector.46 

Figure 3.4: Exposures to 
polluting sectors in the 
non-financial 
corporations portfolio, 
and decomposition of 
changes in tilt to polluting 
sectors over time 

Note: The tilt is defined as the weighted carbon intensity of the banking system relative to the unweighted emissions intensity. The 
figure illustrates the contributions to changes in weighted emissions intensity by sector and the changes in the unweighted emissions 
intensity of the economy. 
Source: Banka Slovenije 

Credit risk remains low in climate-sensitive sectors: developments in the NPE 
ratios in these sectors are in line with the total non-financial corporations port-
folio. The NPE ratio in climate-sensitive sectors in the non-financial corporations port-
folio stood at 0.4% in June, while climate-sensitive sectors account for a quarter of total 
NPEs in the non-financial corporations portfolio. The outlook for climate risks over the 
coming quarters remains stable, amid a decline in energy prices and a relatively fa-
vourable economic outlook. The decline in energy prices is partly a reflection of the 
slowdown in manufacturing, and a deterioration in the outlook for economic growth in 
a period of rising interest rates, which are increasing the cost of (sustainable) financing, 
particularly in the event of a disorderly transition, might increase transition risks as ex-
treme weather events become more frequent. 

Over the last three years banks have implemented or developed a number of 
specific measures in the area of sustainability, but measuring climate risks re-
mains a challenge given the data gaps and the complexity of the subject. Aware-
ness of the importance of climate change and sustainability remains high, and the num-
ber of banks that have developed or intend to develop sustainable financial products 
has increased compared with 2021 (see Figure 3.5). The lower interest rates on green 
 

46 The tilt is defined as the weighted emissions intensity of the banking system with regard to the unweighted emissions 
intensity of the economy, and reflects the difference between exposure weights and the particular sector’s weights in 
value-added in the economy.  
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loans are an incentive for sustainable financing and the green transition. The measure-
ment of climate risks, which could rise significantly over the period ahead, remains a 
challenge, particularly in light of data gaps, and the complexities in their processing and 
interpretation.  

Climate risks are part of the strategy at the majority of the banks and in recent 
years banks have taken significant steps to include climate risks in their opera-
tions. The number of banks that have established a sustainability working group has 
increased compared with 2021 (see Figure 3.5, left), while approximately a third of the 
banks report introducing sustainability committees. Sustainability is regularly discussed 
at the majority of the banks at the level of individual departments and at management 
board level. The majority of the banks have also developed specific measures related 
to the sustainability strategy. These include the introduction of sustainable performance 
indicators, and the development of green and ESG financial products. Investment in 
staff training on sustainability has also increased significantly, while the target number 
of staff working in the area of sustainability has increased slightly compared with 2021.  

The banks are to a certain extent classifying exposures with regard to sustaina-
bility or climate risks. Approximately half of the banks have developed tools for clas-
sifying assets and liabiltiies from the perspective of sustainability and identifying sus-
tainability-focused customers.47 Half of the banks use ESG assessments for their on-
balance-sheet exposures, mostly to assess the non-financial corporations portfolio, 
while a third intend to introduce ESG assessments for the non-financial corporations 
portfolio within one year. A number of banks use ESG assessments for their bond port-
folios.  

Figure 3.5: Sustainability 
aspects and products at 
Slovenian banks 

Source: Banka Slovenije 

The supply of green loans has increased and interest rates on green loans are 
lower than on other loans. Almost half of the banks have started offering green loans, 
while the number of banks which intend to develop green loans for the corporate and 
household segments has also increased (see Figure 3.5, right). Green loans might 
 

47 For example on the basis of the EU Taxonomy, exclusion lists, or level of consideration of ESG factors. 
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carry a higher interest rate if green innovations are higher-risk investments, or a lower 
interest rate as an incentive for the green transition and for sustainable financing in 
general. Interest rates on green loans are lower across all banks offering loans of this 
type, by up to 3 percentage points, and are slightly higher for consumer loans intended 
for green financing.  

The banks highlight poor data availability and the complexity of the subject 
among their key challenges. In addition to closing data gaps, processing and inter-
preting the data are also key challenges, particularly in light of the complexity of the 
subject. The majority of the banks use different definitions of sustainability and ESG 
assessment methodologies that are not comparable across banks. Thus, in addition to 
regulatory developments in the area of sustainable financing, a harmonised approach 
in tackling climate risks will be important going forward, so as to improve the measure-
ment and consequently the management of climate risks. 

 

  



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  46 

4 Resilience of the Banking System 

4.1 Solvency and profitability 

The resilience of the banking system from the perspective of solvency and prof-
itability remains medium. Our assessment is that the increase in income being 
driven by rapidly strengthening net interest income is currently increasing bank 
resilience. Additional positive effects on profitability and solvency alike can be 
anticipated on this account this year. The favourable developments in profitabil-
ity in 2022 were also reflected in the total capital ratio, as the banks have already 
allocated some of their profits to retained earnings or to other reserves. The cur-
rent good solvency position of the banks might decline in the future as a result 
of any increase in exposure to credit risk, or an increase in the taxation of banks, 
which would have an adverse impact on future growth in regulatory capital.  

Solvency 

The banking system was showed a medium level of resilience to any shocks at 
the end of June 2023. The capital ratios were up compared to their levels at the end 
of 2022, but were slightly lower to those at the end of the first quarter of this year. A 
number of risks could have an impact on solvency in the future. Despite considerable 
robustness, the economic environment is gradually cooling, while in Slovenia additional 
risks are posed by the consequences of August’s severe weather events, which also 
affected bank customers. It would therefore be prudent for the banks to continue 
strengthening their capital positions in the future. The rise in capital ratios in 2023 was 
mostly attributable to a decline in risk-weighted assets and growth in regulatory capital 
(see Figure 4.1, right). Risk-weighted assets declined by 0.8% as a result of a decline 
in exposure to credit risk driven by the sale of a leasing company, the impact of which 
outweighed the growth in exposure to other segments of lending. The positive effects 
driving the growth in regulatory capital came from the increase in retained earnings and 
other reserves, and a decline in accumulated losses from the valuation of debt securi-
ties, while ending the use of prudential filters for government bonds48 had a negative 
impact. The banking system’s total capital ratio on a consolidated basis reached 19.0% 
by the end of June 2023, up 0.4 percentage points, while the common equity Tier 1 
capital (CET1) ratio had risen to 16.3%, up 0.4 percentage points (see Figure 4.1, left). 
The total capital ratio and the CET1 ratio on an individual basis increased by 0.6 per-
centage points over the first half of the year to reach 20.9% and 17.7% respectively. 
The figures for the euro area also show an increase in the capital ratios on a consoli-
dated basis. The total capital ratio in the euro area overall reached 19.3% in the first 
quarter of 2023, while the CET1 ratio reached 15.8%. 

  

 

48 In the third quarter of 2022 certain banks made use of a prudential filter for government bonds on the basis of the CRR 
Quick Fix (Regulation (EU) 2020/873 of June 2020), thereby temporarily neutralising the impact of the volatility on the finan-
cial markets and in ROEs, which had a positive impact on the CET1 ratio. The regulation allowed for the temporary exclusion 
of unrealised gains and losses between 1 January 2020 and 31 December 2022 measured at fair value through other com-
prehensive income as a result of the Covid-19 pandemic from the calculation of their common equity Tier 1 capital items. 
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Figure 4.1: Capital ratios, 
comparison with the euro 
area, consolidated basis 
and decomposition of 
change in CET1 ratio 

Sources: ECB SDW, Banka Slovenije 

More than three-quarters of the banks have seen a rise in their total capital ratio 
on a consolidated basis in 2023, and all of the banks are above the regulatory 
minimum for this metric. A rise in the CET1 ratio was seen at more than four-fifths of 
the banks, which was indicative of prudent behaviour on the part of the banks, who 
earmarked some of last year’s profits to strengthen capital adequacy and thus their 
resilience. The rises in CET1 ratios ranged from 0.05 percentage points to 2.29 per-
centage points at individual banks, while the declines at individual banks ranged from 
0.37 percentage points to 0.44 percentage points. The developments in risk-weighted 
assets and regulatory capital also had an impact on capital surpluses. The average 
capital surplus above the overall capital requirement at the level of the banking system 
increased to EUR 1.8 billion or 5.5 percentage points at the end of June 2023, up EUR 
55 million and 0.2 percentage points on the end of 2022. The median capital surplus 
also increased relative to the end of 2022, while there was no significant change in the 
distribution of the surpluses across banks between the 25th and 75th percentiles. The 
surpluses increased at both ends of the distribution, which means that the banks with 
the lowest total capital ratios also increased their solvency (see Figure 8.24, left). Given 
the differences in capital surpluses, the banks also disclose differences in their capacity 
to absorb shocks. The leverage ratio at system level also rose slightly in 2023, by 0.1 
percentage points to 8.6%, and remains lowest at the small banks (see Figure 4.2, 
right). 
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Figure 4.2: Breakdown of 
CET1, CET1 ratio and 
leverage ratio 

Source: Banka Slovenije 

After regulatory capital strengthened on a consolidated basis in the final quarter 
of 2022 primarily via instruments of additional capital (AT1 and T2), the strength-
ening in 2023 was driven by retained earnings and other reserves. Regulatory 
capital was still being reduced by the losses on accumulated other comprehensive in-
come caused by bond revaluations, which otherwise diminished over the course of the 
year. Alongside the negative impact from bond revaluations, another factor reducing 
regulatory capital was the ending of the use of prudential filters for government bonds, 
which certain banks used in the third and final quarters of 2022 to temporarily neutralise 
the adverse impact on capital from volatility on the financial markets. Regulatory capital 
increased by EUR 88.6 million or 1.5% over the first half of the year, while CET1 capital 
increased by EUR 94.1 million or 1.9%. The share of regulatory capital accounted for 
by CET1 capital was unchanged at 86%, while the share of CET1 capital made up of 
retained earnings and other reserves increased, and the negative impact of other com-
prehensive income diminished (see Figure 4.2, left). The capital strengthening means 
that the banks are also meeting their MREL targets. Our assessment is that the banks 
will have no problems in meeting the mandatory targets from 1 January 2024.49 

Total risk-weighted assets on a consolidated basis have declined by EUR 261 
million in 2023 to stand at EUR 32.2 billion. The one-off effect of the sale of a leasing 
company by one of the banks in the first quarter of 2023 meant that the decline was 
largest in the household segment (at EUR 428.1 million or 4.6%), while there were 
increases in exposures to corporates (EUR 185 million or 1.9%), exposures secured 
by real estate (EUR 115.6 million or 4.4%) and exposures associated with particularly 
high risk (EUR 156.1 million or 13.8%). Given the systemic risks still present in the 
macroeconomic and international environments, there could be an increase in risk-
weighted assets for exposures in default and exposures associated with particularly 
high risk, driven by a deterioration in the non-financial corporations segment and thus 
in the household segment. All of this could act to increase risk-weighted assets and to 
reduce capital adequacy via increased risk weights.  

 

49 Banks are required to fully comply with the MREL targets as of 1 January 2024. All of the banks are still short of meeting 
the final MREL targets at this moment, but all met the interim MREL targets as at 1 January 2023. 
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Profitability 

The banking system is seeing above-average pre-tax profit this year. It amounted 
to EUR 533 million over the first half of this year, up 151% on the same period last year, 
while pre-tax ROE stands at double its level of recent years. The year-on-year increase 
in profit was attributable to an increase of EUR 321 million in net income,50 which was 
driven by an increase of EUR 338 million in net interest (see Figure 4.3, left). Net im-
pairments and provisions also remained low in the first half of this year: the figure of 
EUR 21 million was comparable to the same period last year (EUR 23 million). Pre-tax 
ROE rose sharply in consequence, reaching 21.4%, compared with the average of 11% 
over the five previous years (see Figure 4.3, right). 

Figure 4.3: Changes in 
generation and disposal 
of income and profit, and 
selected bank 
performance indicators 

Note: The June figures for net interest margin and the ratio of net impairments and provisions to the balance sheet total are measured 
over the preceding 12 months. 
Source: Banka Slovenije 

The net creation of impairments and provisions last year and in the first half of 
this year was low. The banks are not predicting net impairments and provisions to 
significantly reduce profitability this year. While the net release of impairments and pro-
visions had often prevailed in Slovenia in recent years, the banks recorded net creation 
again in 2022, albeit in a small amount. Net impairments and provisions accounted for 
just 1.1% of the disposal of gross income in the banking system in 2022, and for 2.1% 
in the first half of 2023. The very low net creation of impairments and provisions was 
another factor in the banks’ high profitability. An increase in net impairments and pro-
visions can be expected, given the floods that hit the north of the country and the dete-
rioration in the economic outlook. The banks’ expectations in this regard (expressed in 
the challenges survey) nevertheless remain relatively modest. In response to the ques-
tion of how the need to create net impairments and provisions would affect profitability 
over the remainder of the year, eight of the 16 banks and savings banks said that there 
would be a minor negative impact on profitability, two a large negative impact, three no 
impact, and three a slight positive impact on profitability.  

 

50 For more on the developments in income and costs, see the section on income risk. 
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The banks will also see an increase in profit in the second half of 2023. Despite 
the potential further increase in net impairments and provisions, given the pronounced 
improvement in the conditions for generating income at banks, particularly from net 
interest, we are currently expecting the banks to see a further improvement in perfor-
mance in the second half of the year. The current increase in net interest income will 
allow the banks to continue generating high profits over the months ahead, but at the 
same time might also bring slightly higher growth in operating costs and an increase in 
net impairments and provisions, which were again extremely low in historical terms in 
the first half of the year. Eight of the banks in the survey were forecasting that their 
profitability in 2023 would be significantly higher than in 2022, five that it would be 
slightly higher, two slightly lower and one bank that it would be significantly lower. 

The ratio of net impairments and provisions to the balance sheet total in EU Mem-
ber States increased slightly last year, but was still well below its pre-pandemic 
level. None of the countries was still recording a net release of impairments and provi-
sions last year.51 The ratio of net impairments and provisions to the balance sheet total 
increased slightly last year: the weighted average in the EU stood at 0.19%, while the 
median stood at 0.18%. The figure for the Slovenian banking system was just 0.08%, 
less than half of the weighted average and median in the EU, and just a third of the 
arithmetic mean of all EU Member States. The values of the indicator in the EU are 
lower than those from before the Covid-19 pandemic, while the Slovenian banking sys-
tem actually recorded a net release of impairments and provisions in 2019.  

The first quarter of 2023 also saw no major year-on-year changes in net impair-
ments in Slovenia and other EU Member States. The figures for the first quarter 
show a slight decline (improvement) in the ratio of impairments of financial assets to 
the balance sheet total compared with the end of last year. The net release of impair-
ments and provisions at banks has actually prevailed in the Slovenian banking system, 
in Denmark and in Croatia (see Figure 4.4, left). 

Figure 4.4: Ratio of net 
impairments to balance 
sheet total in EU Member 
States 

Note: The hatched bars in the right chart denote countries outside the euro area.  
Sources: Banka Slovenije, ECB SDW, own calculations 

 

51 Four EU Member States, Slovenia among them, recorded a net release of impairments and provisions in 2021. 
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The Slovenian banking system outperformed the EU and euro area averages in 
terms of ROE last year.Banks in the EU saw their ROE increase by 0.4 percentage 
points last year to 6.9%. The average and the median also increased in 2022, to 9.1% 
and 9.6% respectively. The Slovenian banking system was one of the most profitable 
in the EU, with an ROE of 13.3%.52 

The figures at EU level for the first quarter of 2023 show an additional increase 
in bank profitability in Slovenia, and particularly in the EU overall. ROE53 in the 
Slovenian banking system in the first quarter of this year was up on last year at 14.0%, 
while a significant increase in profitability was evident in the EU overall, where the me-
dian increased to 14.2% and the weighted average to 10.6%. The increase in net inter-
est income was the main driver of the increased profitability. 

4.2 Liquidity  

The banking system’s resilience to systemic risks in the liquidity segment im-
proved over the first half of 2023, but the trend might reverse in the future. Alt-
hough all liquidity indicators at the level of the banking system have improved, 
it should be reiterated that there remain considerable differences between indi-
vidual banks in their capacity to cover the consequences of any realisation of 
funding risk. Careful monitoring of the competition in the sector and the eco-
nomic picture remain vital to liquidity management, and thus to banking stability, 
particularly at banks with slightly lower liquidity surpluses.  

The high capacity to cover net liquidity outflows over a one-month stress period 
increased further at system level in the first half of this year. Amid an increase in 
the liquidity buffer, driven primarily by an increase in balances at the central bank, and 
a decline in net liquidity outflows, the liquidity coverage ratio (LCR) improved by 52 
percentage points to 341% (see Figure 4.5, left). The surplus above the minimum reg-
ulatory requirement (100%) thus widened again. The liquidity surplus at system level 
increased to EUR 11.8 billion, the highest figure since the introduction of the LCR in 
January 2018. Although the LCR improved in almost two-thirds of euro area countries, 
Slovenia continues to be ranked among those with the highest capacity to cover net 
liquidity outflows over a short-term stress period (see Figure 4.5, right).54  

  

 

52 ROE averaged 11.0% in Slovenia between 2017 and 2022, compared with 5.4% in the EU and 5.2% in the euro area 
(ECB SDW (CBD)). 
53 Consolidated bank data at national level (ECB SDW (CBD)), annualised post-tax ROE. 
54 The comparison includes consolidated data for the first quarter of 2022 and the first quarter of 2023. 
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Figure 4.5: Liquidity 
indicators for Slovenia 
and the euro area 

Note: The horizontal line in both charts denotes the minimum regulatory requirement (100%). The right chart includes publicly avail-
able data on a consolidated basis. There is no data available for the NSFR in Lithuania in the public database (ECB SDW). 
Sources: Banka Slovenije, ECB SDW 

The issuance of debt securities by certain banks brought a sharp increase in 
primary liquidity.55 Despite a decline in deposits by the non-banking sector, which 
during the pandemic period in particular drove a sharp increase in the banking system’s 
primary liquidity, the stock of primary liquidity increased in the first half of 2023, partic-
ularly after the issuance of debt securities by three banks. They left the majority of the 
funds from the issuance, the main purpose of which was to meet the MREL targets and 
not to meet liquidity needs, in accounts at the central bank. Primary liquidity at the level 
of the banking system thus increased by EUR 1.2 billion to a record high of EUR 11.7 
billion (see Figure 4.6, left). Its ratio to the balance sheet total stood at 22.7%, well 
above its long-term average (6.8%)56 and the euro area average (see Figure 4.6, right). 
This increased to 14.5% in the first quarter of 2023,57 as primary liquidity increased 
similarly to Slovenia in more than half of the euro area countries. Were banks to direct 
their liquid assets in accounts at the central bank into the increased lending to the non-
banking sector that will be needed to deal with the consequences of the severe weather 
events, primary liquidity could decline in the future. Its future developments will also be 
shaped by changes in deposits by the non-banking sector, and any new issuance of 
debt securities. 

Bank investments in securities drove an increase in secondary liquidity.58 The 
stock of secondary liquidity at system level increased by 4.0% over the first half of the 
year to stand at EUR 7.4 billion. The decline in the ratio of secondary liquidity to the 
balance sheet total seen over several years came to an end in 2022, and the figure 
rose to 14.4% in June 2023. Banks mainly purchased Slovenian government securities 
rather than foreign marketable securities rated BBB or higher. This brought an end to 
several years of decline in the concentration of the former in secondary liquidity: the 
share of secondary liquidity accounted for by Slovenian government securities in-
creased slightly to stand at 35.2% in June 2023. 

  
 

55 Primary liquidity comprises cash on hand, balances at the central bank and sight deposits at banks. 
56 The average ratio of the stock of primary liquidity to the balance sheet total is calculated for the period of 2000 to 2022. 
57 Data for the second quarter of this year was not available at the time of writing.  
58 Secondary liquidity is the sum of Slovenian government securities and foreign marketable securities rated BBB or 
higher. 
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Figure 4.6: Primary and 
secondary liquidity 

 

Note: Primary liquidity comprises cash on hand, balances at the central bank and sight deposits at banks. Secondary liquidity com-
prises Slovenian government securities and foreign marketable securities rated BBB or higher. See also Figure 2.26 (right). 
Sources: Banka Slovenije, ECB SDW, own calculations 

The banking system also improved its ability to finance liabilities over a one-year 
period.The decline in loans to the non-banking sector reduced the stock of required 
stable funding, which amid an increase in the stock of available stable funding drove 
an improvement in the net stable funding ratio (NSFR). It rose by almost 8 percentage 
points over the first half of the year to stand at 172%, and thus remained well above 
the minimum regulatory requirement (100%).The banking system thus held EUR 17.6 
billion more available funding at the end of June 2023 than it would need to cover its 
liabilities over a one-year period. Although the NSFR improved in more than a third of 
the euro area countries, Slovenia remains at the top in the euro area in terms of this 
indicator.59 

Although all banks exceeded the regulatory requirements for LCR and NSFR, 
there remain considerable differences between banks in their resilience to sys-
temic risks in the liquidity segment. In the wake of an increase in liquid assets in 
accounts at the central bank, half of banks saw an increase in the LCR, while only at 
two was it lower than double the minimum regulatory requirement. The NSFR increased 
at almost two-thirds of the banks (see Figure 4.7, left), primarily as a result of a decline 
in loans to the non-banking sector and the resulting decline in required stable funding. 
At more than half of the banks the surplus by which the NSFR exceeds the minimum 
regulatory requirement was more than 50 percentage points. Although several banks 
repaid their liabilities under the TLTRO-III, this did not have a major impact on their 
liquidity indicators, as they freed up investment-grade securities pledged as collateral 
at the same time as the decline in funds in accounts at the central bank. Despite the 
relatively high values of LCR and NSFR, careful monitoring of the competition in the 
sector and prudent liquidity management remain vital to banks, particularly those with 
slightly lower liquidity surpluses. 

  

 

59 The comparison includes the latest available data (first quarter of 2023) on a consolidated basis.  
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Figure 4.7: LCR and NSFR 
at individual banks, and 
stock of claims and 
liabilities vis-à-vis the 
Eurosystem 

Note: The horizontal line in the left figure denotes the minimum requirement for the LCR and the NSFR under the CRR (100%). For 
the sake of clarity, one bank is not illustrated in the left figure: its LCR in June 2023 was 2,681%. 

Banks increased their stock of free assets that could be pledged as collateral 
with the Eurosystem in the event of additional liquidity needs. The repayment of 
the majority of the remaining liabilities under the TLTRO-III saw the share of the bank-
ing system’s pool of eligible collateral for Eurosystem operations that is free increase 
by 18 percentage points in the first half of 2023 to reach 97% (see Figure 4.7, right), 
still well above the euro area average (65%).Banks had a free pool of EUR 2.9 billion, 
while the stock of eligible collateral that banks hold on their balance sheets outside the 
pool increased by almost 4% to EUR 6.4 billion. In the event of additional liquidity 
needs, banks could mobilise this collateral for the pool, which would grant them access 
to additional liquidity with the Eurosystem. Given that the large stock of liquid assets 
means that they have no such need for now, they began placing these funds with the 
Eurosystem overnight once interest rates on the deposit facility began rising in June 
2022. The stock of deposits averaged EUR 8.8 billion over the first half of the year. 
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Stress tests are an important tool for analysing and evaluating the risks and resilience 
of the banking system. In essence their purpose is to assess the sensitivity of banks or 
the system as a whole on the basis of certain scenarios, namely a baseline scenario 
and one or more adverse scenarios. The set of risks and resilience segments can be 
quite broad. The basic segments are solvency and liquidity, credit risk, income risk, 
market risk, operational risk, legal risk, supervisory risk and reputation risk. At the same 
time banks and supervisors alike are aware of the importance of increasingly relevant 
risks, such as climate risks and cyber risks. Some supervisors are also developing 
stress tests that include aspects of contagion and spillover across the entire financial 
system, or the spillover of shocks from the banking system back into the real sector. 
The negative effects are measured in various ways: as a direct impact on profit, as an 
impact on cashflows (inflows and outflows), revaluation changes, and changes in equity 
and capital ratios. Stress tests thus have various purposes and various projection ho-
rizons, which means that taking account of all risks in a single set of stress tests is 
virtually impossible. They assess the impact of baseline and adverse macroeconomic 
scenarios on bank financial statements, profitability and solvency. It should be noted 
that the adverse scenarios generally represent critical systemic risks that are unlikely 
but possible, whose purpose is to reveal the banks’ sensitivity rather than to make direct 
forecasts. 

Stress tests are conducted regularly by banks as part of their in-house risk assessment, 
and by supervisors for the purpose of assessing systemic risks. Supervisory stress 
tests may be bottom-up, or micro stress tests, whose purpose is to make an assess-
ment of an individual bank and also of the system. Within their framework individual 
banks have more freedom in the use of their own initial data and forecasts, and take 
an active part in the exercise. Exercises of this kind are thus run in collaboration and 
dialogue between individual banks and the supervisor. Stress tests may also be top-
down, or macro stress tests. These are conducted without the involvement of the 
banks, through the direct application of models to the data made available to Banka 
Slovenije within the framework of the banks’ supervisory reporting. These tests have 
the macroprudential purpose of testing financial stability, and usually focus on the im-
pact of stress on the whole system and not on individual banks. Compared with micro 
stress tests, macro stress tests also try to relax certain assumptions that can be mod-
elled at system level (e.g. assuming a dynamic rather than a static balance sheet, in-
terest rate forecasting). This allows them to compare banks using the same methodol-
ogy, although at the same time less data is available for the assessments. 

EU-wide micro stress tests are conducted every other year under the aegis of the EBA 
and ECB. They encompass the traditional segments of credit risk, market risk and op-
erational risk, and also the risk to net interest income. The main finding is a decline in 
the CET1 ratio in the final year of the adverse scenario. The scenarios are drawn up 
by the ESRB in conjunction with the ECB. The EBA sample includes only the largest 
European banks, both from the euro area (SSM) and from other European countries. 
Stress tests are also conducted for other significant institutions in the euro area under 
the aegis of the ECB, in parallel and using the same methodology. The largest Slove-
nian banks also participate in these tests. The EBA is required to publish the results of 
individual banks, while the ECB and Banka Slovenije report only aggregated results.  
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It should also be noted that under Article 100 of the CRD60 the ECB is required to 
conduct annual stress tests for the purposes of the supervisory review and evaluation 
process (SREP). In the interim years when the EBA is not conducting stress tests, the 
ECB conducts stress tests, albeit only at the level of the euro area. These generally 
encompass a single risk only (targeted stress tests). They frequently also cover other 
risks not included in the traditional exercise that constitute an opportunity for further 
development.  

Banka Slovenije follows the ECB when conducting stress tests. The sample comprises 
the less significant institutions and subsidiaries of foreign banks. To a certain extent 
Banka Slovenije’s stress tests follow the methodology drawn up every other year by 
the EBA for the EU-wide stress tests, and also used by the ECB for significant institu-
tions. In light of the small size and simple business models of Slovenian banks, and 
under the principle of proportionality, simplified templates were prepared for the Slove-
nian banking system.  

The traditional micro stress tests were conducted at EU level this year. The results for 
the Slovenian banking system are comparable to the range of results across the SSM. 
They showed the banks operating in Slovenia as maintaining sufficient capital ade-
quacy under the baseline scenario and adverse scenarios alike. The decline in the 
capital ratio under the adverse scenario is mainly due to an increase in credit losses in 
connection with a decline in the banks’ capacity to generate income.  

Next year (2024), when stress tests will be conducted for the euro area under the aegis 
of the ECB, the subject of the targeted tests will be cyber risk. This subject was chosen 
because it is extremely pertinent, and has not yet been the subject of stress tests at 
SSM level. It represents an opportunity for a learning exercise that will make a signifi-
cant contribution to improving the processes at individual banks and also on the part of 
supervisors. 

The macro stress tests conducted by Banka Slovenije also confirmed the stability of 
the Slovenian banking system, which has sufficient capital adequacy. Amid the favour-
able results, it is worth highlighting the potential risks to financial stability. In addition to 
uncertainty caused by the rapid pace of the normalisation of (hikes in) interest rates 
(more restrictive monetary policy) and by geopolitical risks mainly in connection with 
the reliability of gas supplies, Slovenia was also hit by severe weather events in early 
August. The impact of the severe weather and the government measures61 in this con-
nection are not taken into account in the forecasts, which poses additional risks to the 
assessment of the performance of the banking system. Given the extreme events of 
recent years, it is also worth highlighting the elevated model risks. 

  

 

60 Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the activity of credit 
institutions and the prudential supervision of credit institutions and investment firms, amending Directive 2002/87/EC and 
repealing Directives 2006/48/EC and 2006/49/EC.  
61 The assessments are based on data available by 30 June 2023. 
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5 Households and Non-Financial Corporations 

5.1 Households 

The resilience of the household sector remains good, amid a buoyant labour 
market with record low unemployment. Households in Slovenia are less indebted 
than those in the euro area overall, which means that they face a smaller increase 
in the burden of borrowing costs imposed by rising interest rates. Growth in final 
household consumption slowed in the first half of 2023, but households contin-
ued to see growth in their disposable income. Consumer confidence improved 
slightly in the first half of the year, but remained low compared with its long-term 
average. 

Household consumption and saving 

Final household consumption declined amid persistent inflation. Final consump-
tion in the second quarter of 2023 was down 1.1% on the second quarter of 2022, 
compared with a year-on-year increase of 13.2% a year earlier. After declining in the 
last two years, the household saving rate in the first half of the year increased slightly 
to 15.9% (see Figure 5.1, left). 

Gross household disposable income continued to rise in nominal terms amid the 
buoyant labour market. Household disposable income was up 10.7% on the previous 
year. Soaring inflation means that the gap between nominal and real growth in gross 
disposable income has widened greatly over the last two years. Real growth in gross 
disposable income turned negative in the second half of 2022, but rose again to 2.5% 
in the second quarter of 2023 (see Figure 5.1, left). Gross household investment in the 
first half of 2023 was up in year-on-year terms (see Figure 5.1, right). 

Figure 5.1: Disposable 
income, saving rate and 
household investment 

Source: SORS 
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Consumer mood and household financial assets 

Consumer confidence improved slightly in the first half of 2023, but remained 
low compared with its long-term average. There was a slight improvement in expec-
tations with regard to the economic situation and the financial situation of households. 
The expectations with regard to price trends have weakened sharply over the last year 
(see Figure 5.2, left).  

Compared with the euro area overall, in the breakdown of their financial assets 
households in Slovenia have a higher share of currency and deposits, which ac-
count for almost half, and a higher share of equity. In the euro area overall higher 
shares of financial assets are held in the form of life and pension insurance, and invest-
ment fund shares/units (see Figure 5.2, right). Slovenian households’ financial assets 
stood at EUR 75.5 billion at the end of the first quarter of 2023, a nominal year-on-year 
increase of 6.7%, but down 2.9% in real terms. 

Figure 5.2: Consumer 
confidence and 
household financial 
assets 

Note: In the right chart equity consists of listed shares, unlisted shares and other equity. Investment fund shares/units include shares 
in an investment fund when the fund has a corporate structure. 
Sources: SORS, ECB SDW 

Household indebtedness 

The indebtedness of households in Slovenia is lower than in the euro area over-
all. The ratio of total household liabilities to GDP at the end of the first quarter of 2023 
stood at 33.9% in Slovenia, and 74.7% in the euro area. Slovenian households held 
loans in the amount of EUR 14.8 billion at the end of the first quarter, the majority 
(96.4%) with financial corporations, of which EUR 1.5 billion was with other financial 
intermediaries, while their holdings of loans with non-financial corporations amounted 
to EUR 356.7 million. Households held EUR 244.0 million of loans from non-residents. 
The majority of the borrowing, EUR 12.5 billion, is therefore held with banks. The ratio 
of housing loans to GDP in Slovenia is significantly less than the euro area average, in 
part because of the high level of owner occupancy in the country. The ratio of house-
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holds’ consumer loans to GDP is also lower in Slovenia than in other euro area coun-
tries. Slovenian households borrowed less over the pandemic period compared with 
the euro area overall. The total burden of increased borrowing costs as a result of 
higher interest rates is therefore lower than in the euro area overall. The share of hous-
ing loans carrying a fixed interest rate stood at 67% in June, while the share of con-
sumer loans carrying a fixed interest rate was 82%. Certain households, mainly those 
on lower incomes, could be hit harder by the rising cost of living and higher interest 
rates, which may deter them from major purchases in the future.  

Figure 5.3: Household 
indebtedness  

Source: ECB SDW 

Loans for current consumption increased slightly in the first half of 2023 com-
pared with 2022, while loans for the purchase or construction of real estate de-
clined.62 The banks report in the survey of demand for loans that in terms of the num-
ber of applications most demand from households still comes for loans for current con-
sumption (see figure in appendix). In terms of amount, it is loans for the purchase or 
construction of real estate and loans for current consumption that are prevalent (see 
Figure 5.4, left). Undefined or “other” factors are cited as the main grounds for the re-
jection of household loans, along with credit standards at the bank (see Figure 5.4, 
right). A larger share of rejections of housing loans in the first half of the year were also 
due to customer non-acceptance of the terms. Non-compliance with a macroprudential 
measure was more prominent as grounds for the rejection of consumer loans, but was 
not cited as the primary grounds for rejection for loans of any particular type. Banka 
Slovenije adjusted its macroprudential restrictions on consumer lending in July.63 

  

 

62 See Section 2.1 Risk inherent in the real estate market. 
63 See Section 7 Macroprudential Policy. 
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Figure 5.4: Household 
demand for loans 

 

Note: In the right chart, among the grounds cited by the banks as “other” grounds for rejection for 2022 and the first half of 2023 
were that there was a failure to keep records of rejections or records of that type were in development, that the customer 
documentation was incomplete, that the land register was in disorder, or other grounds were not cited. 
Source: Banka Slovenije 

5.2 Non-financial corporations 

Flows in the financial assets and financial liabilities of non-financial corporations 
(NFCs) have slowed over the last two quarters. The deficit in NFCs’ financial as-
sets relative to their liabilities also narrowed, and is below the euro area average. 
The slowdown in borrowing by NFCs is in line with the slowdown in economic 
growth. The indebtedness indicators for NFCs also remain low, both in the year-
on-year comparisons and in comparison with the euro area overall. Rising inter-
est rates are a major factor reducing demand for bank loans, particularly in light 
of the uncertainties brought by slowing economic growth and changes in relative 
prices of energy and commodities. The recent difficult business conditions have 
not brought a significant rise in the number of bankruptcies initiated or in the 
number of account freezes at NFCs, although the figures have begun to rise in 
certain sectors. 

Financing and indebtedness of non-financial corporations 

The increased borrowing by NFCs in 2021 and 2022 began to slow over the final 
quarter of 2022 and the first quarter of 2023. The dynamics in borrowing by NFCs 
have broadly tracked the dynamics in economic activity, and as the latter has slowed 
NFCs have also reduced the scale of their new borrowing (see Figure 5.5, left). Financ-
ing via trade credits has exceeded financing via loans since 2012,64 but the annual 
inflow reached its highest level to date in 2022.65 There are several reasons for the rise 
in the importance of trade credits (raised and granted alike), from the reduced access 
to bank loans in certain years, through increased promotion of merchandise trade, to 
the recent rise in interest rates on loans. After two years of rapid increase, the ratio of 

 

64 Even in years of negative flows, i.e. deleveraging, NFCs reduced trade credits by less than loans.  
65 The financial accounts data is available from 2002. 
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trade credits raised to GDP in Slovenia rose by 4 percentage points to 30%. By con-
trast, despite high nominal growth, the ratio of loans raised to GDP declined by a similar 
amount to 42% (see Figure 5.5, right). 

Figure 5.5: Financing of 
non-financial 
corporations 

Note: All sources of financing for NFCs are captured, irrespective of the creditor sector. 
Source: Banka Slovenije 

The corporate debt indicators improved slightly compared with the end of 2022, 
and remained lower compared with 2019. The ratio of NFCs’ debt liabilities to GDP 
stood at 84.8% at the end of the first quarter of 2023, down 1 percentage point on the 
end of 2022 and down 1.5 percentage points on the end of 2019 (see Figure 5.6, left).66 
Leverage also declined, by 2.7 percentage points relative to the end of 2022 to stand 
at 86.3%, similar to its level from the end of 2019 (86.7%). Leverage displayed greater 
volatility over the previous years compared with the indebtedness to GDP, on account 
of the major impact from the equity valuation in the denominator of the indicator (see 
Figure 5.6, right). Excluding revaluations since 2016, leverage at NFCs in the first quar-
ter of 2023 would be at its level from 2015. Since 2015 the actual inflows of equity have 
also had a favourable impact in reducing leverage, and in the first quarter of 2023 
reached their highest level of the last seven years when measured on an annual basis. 
The share of these accounted for by Slovenian investors has begun to strengthen since 
2020. 

 

66 As far as the indebtedness of NFCs is concerned, Slovenia ranks low among EU Member States in terms of the debt-to-
GDP ratio (when total debt liabilities are taken into account, and also when loans and debt securities alone are taken into 
account). In terms of the debt-to-equity ratio, Slovenia is in a more favourable position than most EU Member States (it is 
below the median and below the mean of EU Member States).  
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Figure 5.6: Debt and equity 
financing of non-financial 
corporations 

Source: Banka Slovenije 

NFCs have seen their debt financing burden increase as a result of the rises in 
interest rates. In 2022 NFCs saw their capacity to service debt and to cover interest 
remain unchanged from the previous year, despite most of their bank borrowing being 
made via variable-rate loans. The ratio of net financial debt to EBITDA remained at 1.6 
years in 2022 (see Figure 8.23, left, in the appendix), and was highest in real estate 
activities (6.0 years) and accommodation and food service activities (3.5 years). The 
interest coverage ratio (ICR) at NFCs remained at 19.2% in 2022 (see Figure 5.7, right), 
where there was a slight improvement in manufacturing (31.4%), construction (20.6%) 
and accommodation and food service activities (9.5%), and a deterioration in wholesale 
and retail trade (13.5%). NFCs also enjoyed high net profit at EUR 6.5 billion in 2021 
and EUR 6.8 billion in 2022 (see Figure 5.7, left), while their cash holdings of EUR 10 
billion in 2022 were significantly higher than before the pandemic (EUR 5.3 billion in 
2017 and EUR 5.9 billion in 2018). 
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Figure 5.7: Net profit and 
interest coverage at non-
financial corporations 

Note: The interest coverage ratio (IRC) in the right chart is defined as the ratio of EBITDA to finance expenses for interest. 
Sources: AJPES, Banka Slovenije calculations 

The resilience of the NFCs sector has increased markedly over the last decade, 
NFCs having deleveraged sharply since the last financial crisis. Corporate indebt-
edness in 2022 remained almost the same as in the previous year, and the debt-to-
equity ratio stood at 93.8%67 (see Figure 8.23, right). In construction and real estate 
activities, where the indebtedness figures were among the highest during the financial 
crisis, leverage increased slightly, but at 156.6% and 126.3% respectively it remains 
significantly lower than before (434.6% and 259.6% respectively in 2008). Indebted-
ness also increased slightly in wholesale and retail trade (leverage stands at 132.6%), 
but fell in accommodation and food service activities (122.8%). Leverage remains low 
in manufacturing (93.8%). 

Financing via loans slowed in the first half of the year68 in all creditor sectors. 
Growth in loans from non-residents, which in previous years were driven primarily by 
foreign parent undertakings, has almost come to an end over the last year (see Figure 
5.8, left). Intra-sectoral loans, which made a particularly important contribution to the 
total financing of NFCs via loans in 2021 and at the beginning of the war in Ukraine, 
have also declined notably over the last year. Financing via loans from households has 
increased slightly over this period. Year-on-year growth in loans from banks slowed 
from a peak of 17.3% in August 2022 to 3.9% in June 2023, amid a decline in new 
loans. The banks cite the interest rate level among the factors reducing demand for 
loans over the last year, while financing via internal resources is still a significant factor 
reducing demand.69 The banks were forecasting a further decline in demand for the 
third quarter, but at the time of the forecast Slovenia had not yet suffered the flooding, 
or faced the demand from firms for extensive funds to make the related repairs. 

  

 

67 The debt-to-equity ratio differs slightly from that disclosed in Figure 5.6 (left), which illustrates the ratio of debt to equity in 
corporate financing on the basis of financial accounts data (the differences are the result of the differences in the methodol-
ogy of data capture). The analysis presented here is based on data from NFCs’ closing accounts filed with AJPES. 
68 The data on loans from non-residents and from domestic banks was available up to June 2023, while the only data at our 
disposal for financing via other creditor sectors is in the form of the financial accounts, which at the time of writing was only 
available up to the first quarter of 2023. 
69 BLS. 
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Figure 5.8: Loans to non-
financial corporations 

Note: “Other” includes one major government loan in December 2022.  
Sources: Banka Slovenije, BLS 

Further evidence of the decline in corporate demand for loans in 2023 comes 
from the bank survey of demand for loans. After increasing sharply last year, de-
mand from NFCs in the first half of this year was down 8% in year-on-year terms (see 
Figure 5.9, left). The main decline was in demand for loans for investment, which over 
the previous two years had again approached their pre-pandemic level (see Figure 5.9, 
right). There was a notably sharp increase in demand for loans for refinancing, which 
was driven by the rapid rise in interest rates. These loans accounted for almost a quar-
ter of total demand, compared with 5% in 202070 (see Figure 8.22, left, in the appendix).  

Figure 5.9: Non-financial 
corporations’ demand for 
loans 

Note: Moratoria refer to those approved for the Covid-19 pandemic (under the emergency law and under bilateral agreements be-
tween bank and customer). Moratoria approved for the Covid-19 pandemic are included under other loans in the right chart. 
Sources: Banka Slovenije, Survey of demand for loans 

 

70 Demand for loans for refinancing was first reported in the survey for 2020; previously it had been included in the cate-
gory of other loans. 
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Non-financial corporations’ financial assets 

Similarly to liabilities, flows in NFCs’ financial assets have also slowed over the 
last two quarters. Intra-sectoral loans, trade credits and equity account for fully 42% 
of NFCs’ total financial assets,71 which largely explains the similar dynamics in their 
financial assets and liabilities. Currency and deposits are also notable for their 16.8% 
share of financial assets, mostly placed with banks in Slovenia. Bank deposits declined 
slightly over the first half of the year, but constitute an important internal source of fi-
nancing for current operations and investment at NFCs.  

Figure 5.10: Non-financial 
corporations’ financial 
assets 

Note: The financial assets and liabilities in the right chart include all liabilities (debt and equity), for which reason the ratios of liabilities 
to GDP are higher than in Figure 5.6, which includes only debt liabilities under debt. 
Source: Banka Slovenije  

The deficit in NFCs’ financial assets relative to liabilities has narrowed in the last 
year, and is also smaller than in the euro area overall. The gap between Slovenian 
NFCs’ liabilities and their financial assets amounted to 71% of GDP (see Figure 5.10, 
right), the deficit in assets having declined significantly in recent years as a result of 
deleveraging (it stood at 103% of GDP in 2015). NFCs in the euro area overall have 
larger financial assets and liabilities, and the deficit as a ratio to GDP is also larger than 
in Slovenia, at 86%. A trend of decline in financial assets, liabilities and the deficit as 
ratios to GDP is also evident in the euro area overall. 

Bankruptcies and blocked transaction accounts at non-financial corporations 

The number of bankruptcies initiated and the number of blocked transaction ac-
counts freezes remained below their levels from 2019, with the minor exception 
of certain sectors. The monthly average of the number of bankruptcy proceedings 
initiated over the first half of 2023 (see Figure 5.11, right) showed no increase over 
2022 in the NFCs sector overall. At sectoral level firms in accommodation and food 
service activities were notable for the 16.4% rise in the number of bankruptcy proceed-
ings compared with the previous year. This was also the only sector where the number 
 

71 These intra-sectoral assets are disclosed in the same amount under NFCs’ liabilities. 
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of bankruptcy proceedings has surpassed the figure from 2019. The construction sector 
too has seen the number of bankruptcy proceedings rise since 2022, approaching its 
pre-pandemic level. The number of blocked transaction accounts has also been rising 
since 2022 in accommodation and food service activities and in manufacturing (see 
Figure 5.11, left), but in the NFCs sector overall it remains well below its 2019 average. 

Figure 5.11: Bankruptcies 
and blocked transaction 
accounts at non-financial 
corporations 

 

Note: The illustrated indices are calculated from the monthly averages of the number of blocked transaction accounts and bankruptcy 
proceedings initiated. 
Sources: Supreme Court, AJPES, Banka Slovenije  
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6 Non-Bank Financial Institutions 

6.1 Leasing companies 

The assessment of the risk inherent in the performance of leasing companies 
has been reduced to low. Leasing companies continued to strengthen their ac-
tivities in the first half of 2023, which was reflected in an increase in new busi-
ness and consequently in growth in their total assets. The risk inherent in leasing 
companies comes from lower profitability, as they reported a decline in annual 
profit in the first half of 2023. The decline in profit is primarily attributable to in-
creased borrowing costs. There has recently been a significant increase in new 
fixed-rate business. The banks are continuing to strengthen their activities in the 
area of finance leasing, which was reflected in high year-on-year growth in new 
finance leasing business.  

Leasing companies sharply strengthened their activities in the first half of this 
year, thus maintaining the trend of high year-on-year growth. Finance leases re-
main the prevailing form of business.72 Leasing companies approved EUR 736 million 
of new business in the first half of 2023, up 13.1% on the same period last year (see 
Figure 6.1, left). Car leasing business was the prevalent form of new business (50.1% 
of the total) in terms of the number of operations, followed by leasing business for com-
mercial and goods vehicles (34.8%). The largest share of new business was concluded 
with non-financial corporations (58.7% of the total), followed by households (40.3%). 

Figure 6.1: New leasing 
business and stock of 
leasing business  

Source: Banka Slovenije 

The number of new fixed-rate operations continued to rise significantly in the 
first half of the year. While the number of new variable-rate operations in the first half 
of the year was down 18% on the same period of 2022, the number of new fixed-rate 
operations rose by 122% (see Figure 6.1, left). There was no significant change in the 
maturity breakdown of new business. Maturities of one to five years accounted for the 
 

72 Leasing companies’ operations comprise finance leases, operating leases and loans. 
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largest share (41.6%) of new business in the first half of the year, followed by maturities 
of five to ten years (40.5%). 

The rise in new business was reflected in growth in leasing companies’ total as-
sets, which were up 9.1% in year-on-year terms to stand at EUR 3.0 billion at the 
end of June 2023. The stock of leasing business stood at EUR 2.6 billion at the end of 
June 2023, up 7.9% in year-on-year terms. The quality of the leasing portfolio improved 
further: just 0.54% of claims were more than 90 days in arrears at the end of June (see 
Figure 6.1, right). Despite an increase in net sales revenues, leasing companies’ profit 
in the first half of this year was down 22.5% on the same period last year at EUR 20 
million (see Figure 6.2, left). Leasing companies’ profitability was affected most by fi-
nance expenses on loans, which rose in line with higher interest rates. Their equity 
amounted to EUR 330 million at the end of June 2023, down 30.5% in year-on-year 
terms. The sharp decline in equity was attributable to a fall in the number of companies 
in the reporting sample.73  

Figure 6.2: Leasing 
companies’ profitability 
and finance leases at 
banks 

 

Source: Banka Slovenije 

The banks have also increased their financing of non-financial corporations and 
households via finance leases this year. Their new leasing business amounted to 
EUR 208 million in the first half of 2023, up 25.4% on the same period last year. House-
holds accounted for more than 52.3% of the new business, and non-financial corpora-
tions for 46.3%. The stock of business also continued to grow. The stock of finance 
leasing business at banks amounted to EUR 621 million at the end of June (see Figure 
6.2, right). Leasing business with households is the prevalent form. 

The August floods in Slovenia caused damage and destruction to property, including 
cars, machinery and equipment. Given the destruction and inoperability of certain as-
sets, leasing companies can be expected to see growth in new leasing business over 
the coming months. At the same time credit risk is increasing as the economic situation 
 

73 Banka Slovenije sets out the statistical sample of reporting entities on the basis of the significance of their operations, and 
does not cover the entire leasing sector. The sample of reporting entities can change between quarters. If the leasing com-
panies that were excluded from reporting in 2023 are omitted from the figures for the first half of 2022, the year-on-year 
decline in equity would have been 9.0%. 
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worsens, which might lead to issues with instalment repayments by borrowers, and a 
deterioration in the proportion of business in arrears. 

6.2 Insurers 

Insurance corporations saw a renewed increase in their gross written premium 
in the first half of 2023, most evidently in general insurance. Their claims ratios 
remained at similar levels to a year earlier. Changes began to be made to the 
voluntary supplemental insurance segment in early 2023. The government has 
capped premiums, and as of 2024 voluntary supplemental health insurance in 
Slovenia is expected to be finally abolished or merged into compulsory health 
insurance. Insurance corporations’ profit in the first half of 2023 was down on 
the same period last year, primarily as a result of the caps on voluntary supple-
mental health insurance premiums. The capital adequacy of insurance corpora-
tions in Slovenia remains at a high level. 

The insurance sector in Slovenia underwent regulatory changes in early 2023, 
affecting three insurance corporations that offer voluntary supplemental health 
insurance. These insurance corporations recorded gross written premium of just over 
EUR 665 million from supplemental insurance in 2022, equivalent to 22.1% of insur-
ance corporations’ gross written premium that year. The rising costs of healthcare ser-
vices prompted insurance corporations to announce a rise in premiums, but shortly 
after the announcement a government decree74 capping the rise in supplemental health 
insurance premiums entered into force. The decree is expected to remain in force at 
least until the end of 2023. From the beginning of 2024 it is envisaged that supple-
mental health insurance will be merged into compulsory health insurance. 

Insurance corporations recorded gross written premium of EUR 1.5 billion in the 
first half of 2023, up 9.3% in year-on-year terms. The increase was driven by growth 
in gross written premium in general insurance (14.8%), but gross written premium in 
life insurance and health insurance also increased (by 3.1% and 2.4% respectively; see 
Figure 6.3, left). The main factor in the high growth in gross written premium was pre-
mium rises, which were largest in general insurance, particularly car insurance and 
home insurance. The reinsurance corporations’ gross written premium in the first half 
of the year was up 16.0% on the previous year at EUR 303 million.  

Given the similar growth in gross written premium and claims paid, the claims 
ratio at insurance corporations over the first half of the year deteriorated slightly. 
Claims paid were up 9.4% in year-on-year terms. The largest year-on-year rise in 
claims came in general insurance, driven above all by rising prices and higher repair 
costs. The claims ratio at insurance corporations deteriorated by 0.1 percentage points 
to 63.6%, driven by a significant deterioration in the claims ratio in voluntary health 
insurance as a result of the aforementioned decree, while the claims ratios in general 
insurance and life insurance improved. The reinsurance corporations saw their gross 
claims ratio in the first half of this year deteriorate compared with last year to stand at 
51.6% (see Figure 6.3, right). 

 

74 Decree setting the maximum price of supplemental health insurance premiums (Official Gazette of the 
Republic of Slovenia, No. 44/23). 

http://www.uradni-list.si/1/objava.jsp?sop=2023-01-1335
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Figure 6.3: Gross written 
premium and claims 
ratios 

Note: Insurance data is based on Solvency II reporting. 
Sources: ISA, EIOPA, Banka Slovenije, own calculations 

The ratio of gross written premium to total assets increased in 2022 at insurance 
corporations in Slovenia and in the EEA overall. The ratio of gross written premium 
to total assets at Slovenian insurance corporations stood at 30.3% at the end of 2022. 
Excluding voluntary supplemental health insurance, it would have stood at 9.9%, com-
pared with 12.4% at insurance corporations in the EEA overall (see Figure 6.4, left). 

The profitability of insurance corporations and reinsurance corporations de-
clined markedly in the first half of 2023.75 Insurance corporations saw their profit 
decline by 89.8% to EUR 8 million (see Figure 6.4, right). The main decline in profit was 
in general insurance, which was largely attributable to the decree setting the maximum 
price of supplemental health insurance, as supplemental health insurance is classed 
as a type of general insurance. General insurance recorded a net loss of EUR 31.2 
million in the first half of 2023, while life insurance recorded a net profit of EUR 39.7 
million. The general insurance segment can also be expected to record a loss in the 
second half of the year, on account of the summer’s severe weather events. The rein-
surance corporations recorded profit of EUR 40 million in the first half of the year, down 
22.8% in year-on-year terms. The total assets of insurance corporations and reinsur-
ance corporations at the end of June 2023 were unchanged in year-on-year terms. 
Insurance corporations’ total assets were down 0.8% in year-on-year terms at EUR 7.3 
billion, while the reinsurance corporations’ total assets were up 0.4% in year-on-year 
terms at EUR 1.3 billion. 

 

75 The net profits in the second quarter of 2022 and the second quarter of 2023 were not wholly compara-
ble: the first figure was reported under IFRS 4, while the second was under IFRS 17. The reporting of quar-
terly financial statements under IFRS 17 entered into force with the reporting for the first quarter of 2023. 

Gross written premium and annual growth by class of insur-
ance 

Claims ratios for the main insurance classes 

  

0

5

10

15

20

25

30

0

500

1,000

1,500

2,000

2,500

3,000

3,500

2018 2019 2020 2021 2022 H1
2022

H1
2023

Reinsurance corporations
General insurance
Health insurance
Life insurance
Growth in insurance corporations' premium (right scale)
Growth in reinsurance corporations' premum (right scale)

(EUR million) (%)

0
10
20
30
40
50
60
70
80
90

100
110

Ins
ur

an
ce

co
rp

or
ati

on
s

Lif
e i

ns
ur

an
ce

Vo
lun

tar
y

he
alt

h i
ns

ur
an

ce

Ge
ne

ra
l in

su
ra

nc
e

Re
ins

ur
an

ce
co

rp
or

ati
on

s

2018 2019 2020 2021 2022 H1 2023 H1 2022

(%)



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  71 

Figure 6.4: Claims ratio, 
net profit and total assets 

Note: Since 2017 the data for gross written premium and the claims ratio has been based on aggregate statistical reports in line with 
Solvency II. The calculation of the claims ratio takes account of the cumulative data for gross claims paid and gross written premium 
at the end of each quarter. Changes in prices of supplemental health insurance also had a significant impact on gross written pre-
mium in the health insurance segment in Slovenia, for which reason changes excluding this effect have also been shown. The data 
for the EEA is available to Q4 2022 inclusive. Insurance data is based on Solvency II reporting. The exception is the data for profit, 
which is based on aggregated data.  
Sources: ISA, Banka Slovenije 

The capital adequacy of insurance corporations in Slovenia remains at a high level. 
Insurance corporations are required to provide adequate own funds in line with the 
Solvency II standards. The higher the risks that the insurance corporation takes up, the 
higher is its solvency capital requirement (SCR) and its minimum capital requirement 
(MCR), which it must cover using own funds. The median capital adequacy with regard 
to solvency capital (SCR coverage ratio) at insurance corporations operating in Slove-
nia stood at 220.5% in the second quarter of 2023, down 6.2 percentage points in year-
on-year terms. The median SCR coverage ratio in Slovenia remained lower than in the 
EEA overall at the end of 2022 (202.7% in Slovenia, versus 219.3% in the EEA). The 
median MCR (minimum capital requirement) coverage ratio in Slovenia stood at 
642.3% in the final quarter of 2022, down 9.1 percentage points in year-on-year terms 
(see Figure 8.25 in the appendix).  

6.3 Mutual funds 

Stock markets rose in early part of 2023, in the expectation of an end to monetary 
policy tightening, and amid announcements of advances in the area of AI. The 
domestic mutual funds hold most of their assets in equity and investment fund 
shares/units, and recorded growth in assets under management in the first half 
of this year, mainly on account of the large exposure to shares, whose prices 
rose on the markets. Public limited companies in the US are the prevailing form 
of share investments held by the domestic mutual funds. 

After falling sharply in 2022, stock markets rose in the early part of 2023. In the 
expectation of an end to the monetary policy tightening, and in the wake of announce-
ments of advances in the area of AI, stock markets forged ahead (see Figure 6.5, left). 
Amid persistent high inflation, core inflation in particular, the expectation that the ECB 
has not yet finished its interest rate hikes this year has grown.  
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The domestic stock exchange continues to face the challenge of low market li-
quidity. Volume amounted to EUR 153 million over the first two quarters of this year, 
down 39.3% in year-on-year terms. There were 16 public limited companies listed as 
at the end of June 2023, with a market capitalisation of EUR 46.8 billion, up 5.5% in 
year-on-year terms, a reflection of the general rise in investors’ appetite for investments 
of this kind. The SBITOP share index gained 17.6% over the first half of 2023 (see 
Figure 6.5, right). 

Figure 6.5: Changes in 
share indices and market 
capitalisation on Ljubljana 
Stock Exchange 

Note: The indices in the left chart are the S&P 500 for the US, the Euro Stoxx 600 for western Europe, the SBITOP for Slovenia and 
the MSCI World Net Total Return Index for global equities. The data in the left chart is up to May 2023 inclusive, while the data in 
the right chart is up to April 2023 inclusive.  
Sources: Bloomberg, Eurostat, Banka Slovenije 

The mutual funds’ assets under management increased in the first half of 2023, 
driven by the sharp gains in stock market indices and an increase in net inflows 
into mutual funds. The domestic mutual funds’ assets under management amounted 
to EUR 4.4 billion at the end of June 2023, up 14.1% in year-on-year terms. The do-
mestic mutual funds hold most of their assets in equity and investment fund 
shares/units. Compared with mutual funds in the euro area overall, which hold a signif-
icantly larger share of their assets in debt securities, the domestic mutual funds are 
more exposed to market risk. Alongside revaluations, the domestic mutual funds’ high 
exposure to equities was also a factor in their growth in assets outpacing the euro area 
average (see Figure 6.5, left). The euro area overall saw a year-on-year decline in 
investment funds’ assets under management, in contrast to the increase at the domes-
tic mutual funds. The domestic mutual funds’ equity investments are primarily held in 
public limited companies in the US (48.3% of the total) and the euro area (22.7%), while 
their holdings of debt securities focus mostly on euro area countries (73.2% of the total). 

  

Changes in selected share indices  Market capitalisation on Ljubljana Stock Exchange and 
SBITOP 

  

-20

-10

0

10

20

30

40

50

60

70

80

90

2019 2020 2021 2022 2023

Global Slovenia

US Western Europe

change since January 2019, monthly average, %

0

200

400

600

800

1,000

1,200

1,400

1,600

0
5

10
15
20
25
30
35
40
45
50
55

2018 2019 2020 2021 2022 2023

Market capitalisation
SBITOP (right scale)

(EUR million) (points)



Financial Stability Review 
October 2023 

Banka Slovenije 

 

  73 

Figure 6.6: Domestic 
mutual funds’ assets 
under management and 
net inflows 

 

Note: The left chart illustrates data up to May 2023 inclusive. Money-market funds are not included in the data.  
Sources: Banka Slovenije, ECB SDW 

Savers retain their appetite for saving in mutual funds, supported by the rise in 
the average unit price of domestic mutual funds. Net inflows into mutual funds 
amounted to EUR 137 million in the first half of 2023, up 34.3% in year-on-year terms. 
The pronounced year-on-year growth was attributable to the low net inflows in the pre-
vious year caused by the uncertainty in connection with the war in Ukraine and the 
onset of more pronounced interest rate hikes at central banks in the fight against infla-
tionary pressures. The ownership structure of domestic mutual fund units remains sta-
ble. Households remain the largest holders of domestic mutual fund units, and made 
contributions of EUR 93.3 million in the first half of 2023. There was a significant in-
crease in the share held by non-financial corporations (with inflows of EUR 14.9 mil-
lion), who were still making net withdrawals in the second half of 2022. Non-financial 
corporations made their largest investments in bond funds (44.0% of the total) and 
money-market funds (42.2%), in contrast to last year, when they mostly invested in 
equity funds. 

There were certain changes in the breakdown of net inflows: equity funds rec-
orded the largest net inflows in the first half of 2023. Equity funds further increased 
the share of total net inflows that they account for (70.5%), and were followed by bond 
funds (26.5%), which had recorded net withdrawals last year (see Figure 6.6, right). 
Meanwhile money-market funds recorded net withdrawals. Given the extensive dam-
age suffered by particular areas of Slovenia, inflows into mutual funds can be expected 
to decline and withdrawals can be expected to increase for the needs of repairs and 
renovation.  
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7 Macroprudential policy for the banking system and leasing 
companies 

Macroprudential measures serve to limit or mitigate the risks to which the bank-
ing system is exposed, and to increase the resilience of the Slovenian banking 
system. In light of the current macrofinancial environment, our assessment is 
that the macroprudential policy is pitched at maintaining the resilience of the 
financial system. A countercyclical capital buffer rate in the amount of 0.5% was 
introduced at the end of 2022, and will have to be met by the banks as of 31 
December 2023. A new regulation setting the O-SII buffer was passed in July of 
this year, and implements the revised methodology for setting the minimum O-
SII buffer rate that will be applied by the ECB as of 1 January 2024. A new regu-
lation making an adjustment to the previous macroprudential restrictions on con-
sumer lending entered into force on 1 July of this year.   

Banka Slovenije macroprudential policy 

Macroprudential policy is used to identify, monitor and assess systemic risks to 
financial stability, but its main purpose is to protect and maintain the stability of 
the entire financial system. The ultimate objective of macroprudential policy is ensur-
ing that the financial sector makes a lasting contribution to economic growth. Macro-
prudential policy in Slovenia is formulated by the Financial Stability Board. 

Banka Slovenije is responsible for the development and implementation of 
macroprudential measures for the banking sector and for leasing companies. 
The legal basis for the implementation of macroprudential policy consists of Regulation 
(EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on 
prudential requirements for credit institutions and investment firms and amending Reg-
ulation (EU) No 648/2012, the Banking Act (ZBan-3), and the Macroprudential Super-
vision of the Financial System Act (ZMbNFS). 

The process of drawing up and implementing macroprudential policy can be divided 
into four interconnected phases: 

1. the identification and assessment of systemic risks,  
2. the selection and formulation (calibration) of the macroprudential instrument, 
3. the implementation of the macroprudential instrument, 
4. the evaluation of macroprudential policy and the macroprudential instrument. 

Banka Slovenije assesses the level of systemic risks on the basis of tools for 
monitoring financial stability. Systemic risk is defined as the risk of disruptions in the 
financial system that could have serious adverse effects on the functioning of the finan-
cial system and the real sector. The assessment of systemic risks is presented in Sec-
tions 2 and 3 of this report, while the resilience to the highlighted risks is analysed in 
Section 4. Banka Slovenije has developed a suite of indicators to monitor the evolution 
of systemic risks and the resilience thereto, and to evaluate the attainment of individual 
intermediate macroprudential policy objectives. These are:  
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– to mitigate and prevent excessive credit growth and excessive leverage, 
– to mitigate and prevent excessive maturity mismatch and market illiquidity, 
– to limit direct and indirect exposure concentrations, 
– to limit the systemic impact of misaligned incentives with a view to reducing moral 

hazard, 
– to strengthen the resilience of financial infrastructures. 

If we assess that the level of systemic risks is rising or that there is a risk of the 
intermediate macroprudential policy objectives not being attained, Banka Slove-
nije can opt to impose macroprudential measures. The selection and calibration 
depend on the level and source of risk, and follow the principles described in the Stra-
tegic Framework for Macroprudential Policy. Once selected and calibrated, the instru-
ment is implemented and subjected to assessments of its effectiveness. A macropru-
dential measure is successful if it contributes to the attainment of the intermediate 
macroprudential policy objectives, and indirectly helps to reduce systemic risks.  

The consequences of the emergence from the period of low interest rates and 
low variability in various economic categories into a period of elevated inflation, 
higher nominal interest rates, and the resulting greater variability in nominal eco-
nomic categories will be of huge importance to macroprudential policy in the 
near future. Inflation could lead to greater uncertainty in investment decision-making, 
and consequently to a rise in poor investment decisions on the grounds of sub-optimal 
assessments of the expected real-life developments. Greater variability in financial and 
economic categories will see future macroprudential policy place greater emphasis on 
monitoring and addressing the more-pronounced cyclical developments. Macropruden-
tial policy will therefore focus on increasing the resilience of the banking system in 
macrofinancial circumstances that still allow it to do so. 

Banka Slovenije macroprudential instruments 

Banka Slovenije currently has four macroprudential instruments in force. The 
buffer for other systemically important institutions (O-SII buffer), the countercyclical 
capital buffer (CCyB) and the two sectoral systemic risk buffers (SyRB) require a higher 
level of capital at banks, and thus strengthen the (capital) resilience of the banking 
system. The macroprudential restrictions on household lending put minimum credit 
standards in place, and at the same time are pitched at mitigating and preventing ex-
cessive credit growth and excessive leverage, thereby reducing credit risk. 
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Table 7.1: Banka Slovenije macroprudential measures 

Macroprudential measure Year of introduction/change Type Intermediate objective Assessment of achi-
evement of objective 

Macroprudential restric-
tions on household len-
ding (LTV, DSTI, caps on 
maturity) 

2016*/2018**/2019*** 
/2020****/2022*****/2023****** BINDING 

To mitigate and prevent 
excessive credit growth and 
excessive leverage 

Growth in consumer loans 
has slowed, and credit stan-
dards have improved in the 
approval of consumer loans 
and housing loans 

O-SII buffer 2016 BINDING 
To limit the systemic impact 
of misaligned incentives 
with a view to reducing mo-
ral hazard 

Higher resilience as a result 
of higher requirements for 
common equity Tier 1 capi-
tal, which was not binding 
on the banks 

Countercyclical capital 
buffer 2016/2022******* BINDING 

To mitigate and prevent 
excessive credit growth and 
excessive leverage 

Banks must meet the buffer 
requirement of 0.5% as of 
31 December 2023 

Sectoral systemic risk 
buffers 2022******** BINDING 

(a) to mitigate and prevent 
excessive credit growth and 
excessive leverage 

Assessment not yet avai-
lable. Banks must meet the 
buffer requirement as of 1 
January 2023. (b) to limit direct and indirect 

exposure concentrations 

Source: Banka Slovenije 
* A recommendation with regard to LTV and DSTI was introduced in 2016 for housing loans. 
** In 2018 the macroprudential recommendation was extended to consumer loans, to which a cap on maturity also applied alongside the cap on DSTI. 
*** The caps on DSTI and maturity became a binding macroprudential instrument in 2019. 
**** In response to the Covid-19 pandemic, adjustments were made to the cap on DSTI in 2020, allowing the banks under certain conditions to exclude the temporary loss of 
income during the pandemic when calculating DSTI. 
***** Additional changes to the existing restrictions on household lending entered into force on 1 July 2022. 
****** The most recent change to the existing restrictions on household lending entered into force on 1 July 2023. 
******* A change in the methodology for setting O-SII buffer rates, which follows the ECB’s standardised methodology, was effected via a regulation in July 2023. 
******** At the end of 2022 the Governing Board of Banka Slovenije approved a rise in the countercyclical capital buffer rate from zero to 0.5%, with the banks obliged to meet the 
requirement as of 31 December 2023. 
********* The two sectoral systemic risk buffers were introduced in 2022, and entered into force on 1 January 2023. 

The macroprudential restrictions on household lending76 were adjusted in June. 
The changes entered into force on 1 July 2023. The rise in the minimum wage to EUR 
1,203.3677 on 1 January 2023 (a rise of 12%78) brought a significant deterioration in 
creditworthiness in the household portfolio. Under the Regulation on macroprudential 
restrictions on consumer lending then in force, the calculation of creditworthiness was 
based on the amount set out in Article 102 of the Enforcement and Securing of Claims 
Act (ZIZ).79 This stipulates that an amount equivalent to 76% of the gross minimum 
wage must remain for any debtor undergoing enforcement proceedings (plus an addi-
tional amount for any family dependants). Since the introduction of the macroprudential 
restrictions of household lending in 2016, the gap between the creditworthiness limit 
and the minimum cost of living has consistently widened (see Figure 7.1, right). The 
changes to the ZMbNFS,80 under which supervisory authorities are no longer bound by 
the restrictions on enforcement defined by the regulations governing enforcement and 
the securing of claims when conducting macroprudential supervision, allowed for the 
macroprudential restrictions to be adjusted. Under the overhaul of the measure the 
lower creditworthiness limit was tied to the minimum cost of living (plus an amount for 
any family dependants), which is adjusted as necessary for the general level of inflation 
and for other factors.  

 

76 The Regulation on macroprudential restrictions on consumer lending (Official Gazette of the Republic of Slovenia, No. 
63/23) and the Regulation laying down the minimum creditworthiness amount for consumers (Official Gazette of the Re-
public of Slovenia, No. 63/23). 
77 Official Gazette of the Republic of Slovenia, No. 4/23. 
78 Rise of EUR 100 in minimum wage | GOV.SI(in Slovene). 
79 Enforcement and Securing of Claims Act (ZIZ) (pisrs.si). 
80 Macroprudential Supervision of the Financial System Act (ZMbNFS). 

https://www.gov.si/novice/2023-01-12-dvig-minimalne-place-za-100-evrov/
http://www.pisrs.si/Pis.web/pregledPredpisa?id=ZAKO1008
http://www.pisrs.si/Pis.web/pregledPredpisa?id=ZAKO6582
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Figure 7.1: Difference in 
effective DSTI under old 
and new regulations, and 
various threshold 
indicators for calculating 
consumer 
creditworthiness  

 

 

Source: Banka Slovenije 

The minimum creditworthiness amount for consumers will be reviewed at least 
once a year. It will be published online, and also in the Official Gazette of the Republic 
of Slovenia whenever it is being adjusted. The minimum creditworthiness amount has 
stood at EUR 745 since 1 July 2023. The amount was set by taking account of the 
calculation of the minimum cost of living by the Institute for Economic Research in the 
amount of EUR 669.8 from November 2022, which it adjusted for the inflation forecasts 
for 2023 and 2024. A standardised cap on the ratio of the consumer’s total debt servic-
ing costs to their income (DSTI) was also introduced: it may not exceed 50%. At the 
same time the level of allowable deviations from the cap on DSTI was also reduced. 
The cap on DSTI may be exceeded by no more than 3% of new credit agreements for 
residential real estate, and no more than 3% of credit agreements for consumer pur-
poses. Credit agreements for consumer purposes that exceed the cap on DSTI must 
comply with the cap on maturity. The calculation of the consumer’s annual income has 
also been modified: banks may also take account of child benefit and certain other 
social security benefits that had been excluded until now. When the amount of a credit 
agreement for consumer purposes does not exceed EUR 5,000, the consumer’s in-
come may be calculated in simple fashion by annualising the last three monthly em-
ployment income or pension income amounts. 

The macroprudential restrictions on consumer lending have helped to maintain 
stable credit standards in recent years (see Table 7.2). The LTV fell below 60%, 
and now averages 58.1% according to the latest available data. The fall in the LTV in 
the third quarter of 2022 was driven by last year’s change in the LTV recommendation, 
which lowered the recommended cap on LTV from 80% to 70% (with the exception of 
loans for primary real estate).81 The average LTV in the first year following the change 
in the recommended cap on LTV stood at 60.3% for loans for primary real estate, and 
53% for loans for secondary real estate. The level of deviations from the recommended 
LTV is stable at around 10%. The DSTI on housing loans remained stable in the first 
half of 2023 at around 33%. The average maturity on housing loans remains stable at 
around 18.5 years. The DSTI on consumer loans also remains stable, at around 26%. 
As in housing loans, the level of deviations in consumer loans from the cap on DSTI 
 

81 Loans for primary real estate are loans secured by residential real estate where the real estate pledged as collateral is 
also the subject of construction, purchase or renovation, and where the real estate is intended as the owner’s residence. 
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increased in the first half of 2023. The increase in the level of deviations from the cap 
on DSTI was driven by the rise in market interest rates and the increase in the gross 
minimum wage. The average maturity of consumer loans remains stable at 6.2 years. 

The relaxation of the macroprudential instruments that entered into force in the 
second half of 202282 was another factor driving up the level of allowable exemp-
tions from the cap on DSTI. Loans approved for borrowers whose net income did not 
exceed the lower creditworthiness limit had accounted for just 0.4% of all new con-
sumer loans and 0.1% of all new housing loans in the second half of 2022. Meanwhile 
they accounted for 1.0% of all new consumer loans in the first half of 2023, and 0.3% 
of all new housing loans. These loans had accounted for 11.6% of all new exemptions 
from the cap on DSTI on consumer loans in 2022, and just 2.1% of all exemptions on 
new housing loans. Consumer loans that failed to meet the DSTI requirement ac-
counted for 17.6% of all new DSTI exemptions in the first half of 2023, while housing 
loans that failed to meet the DSTI requirement accounted for 4.8%. The banks did not 
take up all the allowable exemptions, from which it can be concluded that they were 
not lending to (low-income) individuals to a greater extent, either because of their own 
stricter credit standards,83 or because of a lack of demand.  

Table 7.2: Average values of selected parameters for housing loans and consumer loans, and level of deviations from 
macroprudential instruments 

Weighted average 2019* 2020 Q1 2021 Q2 2021 Q3 2021 Q4 2021 Q1 2022 Q2 2022 Q3 2022 Q4 2022 Q1 2023 Q2 2023 

Housing loans 

LTV 67.7% 67.6% 65.1% 63.5% 62.8% 63.4% 61.8% 60.0% 57.8% 58.5% 58.3% 58.1% 

Level of deviations in 
LTV 20.0% 15.7% 10.8% 10.3% 10.1% 10.8% 10.3% 9.9% 13.4% 9.1% 11.5% 10.0% 

DSTI 32.1% 29.9% 30.7% 30.8% 31.4% 31.3% 31.3% 31.5% 32.8% 33.2% 33.3% 32.8% 

Level of deviations in 
DSTI 15.7% 4.9% 9.7% 3.1% 3.7% 4.0% 6.9% 2.8% 2.4% 3.2% 7.2% 5.7% 

Average maturity, 
years 19.1 19.3 19.2 18.6 18.7 18.6 18.6 18.3 18.6 18.6 18.7 18.3 

Consumer loans 

DSTI 26.4% 24.6% 25.8% 25.4% 26.0% 26.1% 25.8% 25.8% 26.2% 26.2% 26.0% 26.2% 

Level of deviations in 
DSTI 21.8% 4.3% 11.7% 4.7% 4.0% 4.2% 6.0% 1.3% 3.1% 4.7% 7.0% 7.5% 

Average maturity, 
years 6.5 5.8 6.1 6.2 6.2 6.2 6.2 6.2 6.1 6.2 6.1 6.2 

Level of deviations in 
maturity 2.3% 5.8% 10.2% 10.0% 10.3% 10.1% 10.3% 9.6% 9.5% 9.8% 11.7% 11.3% 

* The instruments capping DSTI and maturity (for consumer loans) only became binding on 1 November 2019. The maximum maturity was reduced at that time from ten years 
to seven years. 

Source: Banka Slovenije 

As of 31 December 2023 banks are required to meet the countercyclical capital 
buffer for exposures in Slovenia in the amount of 0.5% of the total risk exposure 
amount. The buffer rate was raised in 2022 on account of rising cyclical systemic risks 
driven by high growth in residential real estate prices, strengthened growth in lending 
to the private non-financial sector, and great uncertainty in the macroeconomic envi-
ronment.84  

 

82 For more, see the October 2022 issue of the Financial Stability Review. 
83 These constitute the most important grounds for rejecting demand for loans (see Figure 5.4). 
84 For more information on the reasons for raising the countercyclical capital buffer, see the Banka Slovenije website. 

https://www.bsi.si/en/financial-stability/macroprudential-supervision/macroprudential-instruments/countercyclical-capital-buffer-2nd-quarter-of-2023
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Two sectoral systemic risk buffers are also in force. In addition to the risks inherent 
in the real estate market and the increased exposure to households, they are in partic-
ular addressing the risks posed by the relaxations of creditworthiness that entered into 
force in July 2022 and July 2023. Banks are required to meet the sectoral systemic risk 
buffers for: (i) all retail exposures to natural persons secured by residential real estate, 
with a rate of 1.0%, and (ii) all other exposures to natural persons other than the afore-
mentioned, with a rate of 0.5%. 

At least once a year the fulfilment of the criteria for other systemically important 
institutions (O-SIIs) is reviewed, and also the adequacy of the associated O-SII 
buffer rates.85 The score achieved in the assessment of systemic importance is the 
main decision-making criterion in setting the O-SII buffer rate and classifying banks to 
categories that are assigned the same buffer. Banka Slovenije first identified O-SIIs in 
2015, setting buffer rates for them. The aim of the latter is to limit the systemic impact 
of misaligned incentives with the aim of reducing moral hazard, which is also one of the 
intermediate macroprudential policy objectives set out by Banka Slovenije’s Strategic 
Framework for Macroprudential Policy86 and Recommendation ESRB/2013/1.87 The 
banks identified as O-SIIs have been required to meet the buffer as of 1 January 2019. 
Banka Slovenije follows the EBA methodology in its identification of O-SIIs. July saw 
Banka Slovenije adopt a new Regulation determining the buffer for other systemically 
important institutions (Official Gazette of the Republic of Slovenia, No. 79/23). The 
change in the methodology for setting the O-SII buffer follows the implementation of 
the revised methodology for determining the minimum O-SII buffer rate that the ECB 
will apply as of 1 January 2024 for the assessment of the O-SII buffer rates proposed 
by national authorities.88 The revised floor methodology has the objective of maintain-
ing and strengthening the banks’ capacity to absorb losses, and represents a step for-
ward to greater harmonisation in the use of macroprudential instruments in the Euro-
pean banking union. The new methodology for setting O-SII buffer rates will be applied 
for the first time in the next annual review of the fulfilment of the O-SII criteria and the 
adequacy of the O-SII buffer rates. 

Table 7.3: Comparison of old and new methodologies: buckets for allocating O-SIIs on the basis of the systemic 
importance score and the corresponding buffer rate 

Bucket 2017 2023 Buffer rate 
1   500 - 1,199 up to 750 0.25% 
2 1,200 - 1,899 750 - 1,299 0.50% 
3 1,900 - 2,599 1,300 - 1,949 0.75% 
4 2,600 - 3,299 1,950 - 2,699 1.00% 
5 3,300 - 3,999 2,700 - 4,449 1.25% 
6 4,000 - 4,699 above 4450 1.50% 
7 4,700 - 5,399   1.75% 
8 above 5,400   2.00% 

Source: Banka Slovenije 

 

 

85 For more on O-SII buffers, see: Capital buffer for other systemically important institutions on the Banka Slovenije web-
site. 
86 For more on Banka Slovenije’s strategic framework for macroprudential policy, see the 2020 Strategic Framework for 
Macroprudential Policy. 
87 Recommendation on intermediate objectives and instruments of macro-prudential policy (ESRB/2013/1). 
88 See Governing Council statement on macroprudential policies of 2 November 2022. 

https://www.bsi.si/en/financial-stability/macroprudential-supervision/macroprudential-instruments/capital-buffer-for-other-systemically-important-institutions-o-sii-buffer
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32013Y0615%2801%29
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.gc_statement_macroprudential_policy%7E4dfa34c05f.en.pdf
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Review of macroeconomic policy across Europe 

The European banking system is continuing to build its resilience to financial 
and other shocks. Despite the reversal in the financial cycle89 and the huge macroe-
conomic uncertainty, certain countries opted to raise the countercyclical capital buffer 
in 2023 (Croatia, France, Hungary, Czechia, Ireland, Netherlands).90 This was indica-
tive of the trend in macroprudential policy in Europe, where mere uncertainty in the 
macrofinancial environment is not the sole factor influencing the action or inaction of 
supervisory institutions and competent authorities. A growing number of European 
countries favour expert judgment over mere mechanistic approaches to setting the 
countercyclical capital buffer rate. Consequently more and more countries are consid-
ering a positive neutral countercyclical capital buffer rate. In this way the supervisory 
authorities build the resilience of the banking system even when their jurisdiction is not 
seeing an exaggerated increase in cyclical systemic risk, and address cyclical systemic 
risks in the early phase of their increase. In this way they gain manoeuvring room to 
relax the buffer in the event of a shock to the banking system that does not originate in 
financial imbalances (e.g. the outbreak of a pandemic). Positive neutral countercyclical 
capital buffer rates are currently being applied by Cyprus, Estonia, Ireland, Latvia, the 
Netherlands, Czechia and Sweden, and also by the UK among non-EU countries.91 

Borrower-based macroprudential measures are also relatively widespread in EU 
Member States. These support more sustainable borrowing and debt servicing capac-
ity on the part of households, thereby strengthening the resilience of banks and bor-
rowers. The most commonly used measures are a cap on DSTI and a cap on LTV. The 
measure capping the DSTI is defined as the ratio of the borrower’s debt servicing 
amount to their income, and limits the total debt repayment amount relative to the bor-
rower’s income. Other less-frequent borrower-based measures are caps on loans ma-
turity, caps on DTI, which limits an individual’s total indebtedness relative to their in-
come, the LSTI, which in contrast to the DSTI takes account of the loan repayment 
amount in the numerator instead of the total debt repayment, and the LTI, which limits 
the amount of a loan relative to the individual’s income (see Table 7.4). 

Certain countries have put a sectoral systemic risk buffer in place with the aim 
of increasing the banking system’s resilience to the risks inherent in the residen-
tial real estate market and certain other risks. A sectoral systemic risk buffer in Slo-
venia, Belgium, Lithuania, Malta and Germany addresses bank exposure to loans se-
cured by residential real estate. Austria, Bulgaria, Croatia, Romania, Sweden and Fin-
land have put in place a sectoral systemic risk buffer that does not relate to individual 
exposure sectors, but rather to total exposure. 

  

 

89 ECB: Financial Stability Review, May 2023, p. 88. 
90 Details of the countercyclical capital buffer rates in EEA countries can be found on the ESRB website 
(https://www.esrb.europa.eu/national_policy/ccb/html/index.en.html).  
91 Source: ESRB Annual Report 2022. Available online at https://www.esrb.eu-
ropa.eu/pub/pdf/ar/2023/esrb.ar2022~2c04d37be4.en.pdf?2c298dffb0ba9d6d2e177e6dd8ed6f77. 

https://www.ecb.europa.eu/pub/financial-stability/fsr/html/index.en.html
https://www.esrb.europa.eu/national_policy/ccb/html/index.en.html
https://www.esrb.europa.eu/pub/pdf/ar/2023/esrb.ar2022%7E2c04d37be4.en.pdf?2c298dffb0ba9d6d2e177e6dd8ed6f77
https://www.esrb.europa.eu/pub/pdf/ar/2023/esrb.ar2022%7E2c04d37be4.en.pdf?2c298dffb0ba9d6d2e177e6dd8ed6f77
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Table 7.4: Countercyclical capital buffer rates, systemic risk buffer rates and other macroprudential instruments by 
country  

 
Sources: ESRB, ECB 

  

Restrictions on lending

Country Rate
Date of 

introduction Rate Date of introduction

Application of Article 
124/164 of CRR to 

exposures secured by 
residential real estate

Application of Article 458 of 
CRR for risks inherent in real 

estate market Type of measure***
Austria 0% 01.01.2016 Cap on maturity , DSTI, LTV
Belgium 0% 01.04.2020 9.0% * 01.05.2022 DSTI/LSTI, DTI/LTI, LTV
Bulgaria 0.5%

1.0%
1.5%
2.0%

01/04/2020
01/10/2022
01/01/2023
01/10/2023

Cyprus 0%
0.5%

01/01/2016
30/11/2023

DSTI, LTV

Czechia 0.5%
1.0%
1.5%
2.0%
2.5%

2.25%

01/07/2020
01/07/2022
01/10/2022
01/01/2023
01/04/2023
01/07/2023

Cap on maturity , DTI, DSTI, LTV, loan amortisation

Denmark 1.0%
2.0%
2.5%

30/09/2022
31/12/2022
31/03/2023

LTV, LTI

Estonia 1.0%
1.5%

07/12/2022
01/12/2023

2.0% 01.07.2022 X Cap on maturity , DSTI, LTV

Finland 0% 16.03.2015 LTC
France 0.5%

1%
07/04/2023
02/01/2024

Cap on maturity , DSTI

Greece 0% 01.01.2016
Croatia 0.5%

1.0%
1.5%

31/03/2022
31/12/2023
30/06/2024

X**

Ireland 0.5%
1.0%
1.5%

15/06/2023
24/11/2023
07/06/2024

LTV, LTI

Iceland 2.0%
2.5%

29/09/2022
15/03/2024

DSTI, LTV

Italy 0% 01.01.2016
Latvia 0% 01.02.2016 Cap on maturity , DSTI, LTV, LTI
Lichtenstein 0% 01.07.2019 1.0% 01.05.2022 X LTV, loan amortisation
Lithuania 0%

1.0%
01/04/2020
01/10/2023

2.0% 01.07.2022 Cap on maturity , DSTI, LTV

Luxembourg 0.5% 01.01.2021 LTV
Hungary 0% 01.01.2016 DSTI, LTV
Malta 0% 01.01.2016 X Cap on maturity , DSTI, LTV
Germany 0.75% 01.02.2023 2.0% 01.02.2023
Netherlands 1.0%

2.0%
25/05/2023
31/05/2024

X DSTI/LSTI, LTV, cap on maturity

Norway 1.0%
1.5%
2.0%
2.5%

13/05/2020
30/06/2022
31/12/2022
31/03/2023

X X** LTV, DTI, loan amortisation, exemptions from caps

Poland 0% 01.01.2016 X** Cap on maturity , DSTI, LTV
Portugal 0% 01.01.2016 Cap on maturity , DSTI, LTV
Romania 0.5%

1.0%
17/10/2022
23/10/2024

Cap on maturity , DSTI, LTV

Slovakia 1.0%
1.5%

01/08/2020
01/08/2023

DSTI, cap on maturity , DTI, loan amortisation

Slovenia 0.0%
0.5%

01/01/2016
31/12/2023

0.5%  (consumer loans)
1.0%  (all other loans)

01.01.2023 X Cap on maturity , DSTI, LTV

Spain 0% 01.01.2016
Sweden 1.0%

2.0%
29/09/2022
22/06/2023

X LTV, loan amortisation

* The buffer replaces the measure under Article 458 of the CRR that allows a rise in risk weight in the event of a real estate bubble.
** Higher risk weights are also applied to exposures to commercial real estate.
*** Includes binding measures and recommendations. The measures cited apply  to consumer loans and to housing loans. 

Countercyclical capital buffer
Sectoral systemic risk buffer associated with 

real estate risk Other capital measures
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8 Appendix 

Table 8.1: Risk and resilience dashboard (description of risks, resilience and factors) 

Risk and resili-
ence dashboard Description  Indicators 

Risk inherent in the 
real estate market 

The risk inherent in the real estate market primarily relates to high 
rates of growth in real estate prices, which increase the banking 
sector’s exposure, and also the possibility of a large negative re-
valuation of real estate collateral during a crisis.  

Growth in prices, sales and loans for residential and commercial real 
estate, indicators of real estate overvaluation, construction sector indica-
tors, LTV, LTC and DSTI. 

Funding risk Funding risk is the risk of the potential instability of funding or the 
sudden outflow of individual classes of funding from the banking 
system, and depends on the maturity of the funding.  

Funding structure, developments in deposits by the non-banking sector, 
particularly household deposits and deposits by non-financial corporations, 
LTD, changes in the maturity breakdown of deposits by the non-banking 
sector, residual maturity gap between assets and liabilities. 

Interest rate risk Interest rate risk is the risk of investment losses as a result of 
changes in interest rates, and comes from the maturity mismatch 
between assets and liabilities that have a fixed interest rate, and 
from the repricing gap between assets and liabilities. 

The main indicator for monitoring interest rate risk is the repricing gap 
between asset and liability interest rates, where the most important factor 
for liability interest rates is the assumption about the stable component of 
sight deposits. Other indicators are: the average repricing period for asset 
interest rates, the average repricing period for liability interest rates, the 
share of new loans and existing loans accounted for by fixed-rate loans, 
and the average maturity of new loans and existing loans. 

Credit risk  Credit risk is the risk of loss resulting from the failure of a debtor 
to settle their liabilities to the creditor, and comes from the de-
btor’s inability to meet their financial liabilities by the agreed de-
adline, which may be temporary (illiquidity) or permanent (insol-
vency).  

The main indicators are NPE ratios, the breakdown of exposures into credit 
risk stages, credit parameters (default rates, probabilities of default, transi-
tion rates), and coverage of NPEs and performing exposures by im-
pairments, provisions and collateral. Moratoria and arrears in settlement of 
past-due instalments previously subject to a moratorium were also signifi-
cant indicators during the Covid-19 pandemic. 

Income risk  Income risk is the risk to the generation of adequate income by 
banks, and is based on developments in components of income 
generation and cost control.  

The main indicators follow the generation and disposal of income, to the 
point of net income: net interest margin, net non-interest margin, net 
commission margin, gross income, developments in operating costs, CIR, 
developments in net income. 

Risk inherent in le-
asing companies 

The risk inherent in leasing companies is the risk of the genera-
tion of operating losses caused by a decline in turnover, the build-
up of arrears of more than 90 days, and the potential spillover of 
adverse consequences into other sectors.  

New business, stock of business, arrears of more than 90 days, other per-
formance indicators of leasing companies (ROE, ROA, debt-to-equity ratio). 

Solvency and profita-
bility of the banking 
system 

Resilience from the perspective of the capital position is the ability 
to absorb adverse effects or losses that would occur during a 
stress event, while from the perspective of profitability it is a 
sustainable source of capital adequacy.   

Total capital ratio and CET1 ratio (both ratios on an individual and a conso-
lidated basis), leverage ratio, capital surplus over the overall capital require-
ment (as a percentage of RWA), contribution of individual components to 
the change in the total capital ratio and CET1 ratio, ROE, ROA, ratio of net 
impairments and provisions to gross income and ratio of net impairments 
and provisions to net income.  

Liquidity of the ban-
king system 

Resilience from the perspective of liquidity is the ability to repay 
all due liabilities, and the ability to absorb the adverse effects that 
would follow in the event of the realisation of funding risk.  

LCR, developments in the ratio of primary and secondary liquidity to the ba-
lance sheet total, proportion of the pool of eligible collateral at the 
Eurosystem that is free. 

Cyber risk Cyber risk can be defined as a combination of the probability of 
cyber incidents and their potential impact on banking (which 
might be realised in the form of interruptions to business, financial 
losses, or the transmission of risk to other sectors). Cyber resili-
ence is the capacity of a bank or any other financial institution to 
realise its mission statement through the anticipation and mana-
gement of cyber risks, and fast recovery from cyber incidents. 

Number of cyber incidents, direct and indirect financial losses, mean time to 
contain (minutes), market concentration of outsourced IT services (%), 
number of phishing and DDoS attacks, share of budget for IT security (bank 
self-assessment), number of devices with obsolete software, and number of 
outsourced IT service providers. 

Climate risks Climate risks can be divided into the physical risks inherent in the 
direct and indirect costs of loss events related to weather, and the 
transition risks inherent in the structural changes in the shift to 
sustainable economies, as a result of changes in consumer prefe-
rences, environmental policy or technology. 

Weighted emissions intensity, loan carbon intensity, portfolio tilt to polluting 
sectors, share of portfolio exposure to climate-sensitive sectors, NPE ratio 
in climate-sensitive sectors, NPE concentration in climate-sensitive sectors. 

Source: Banka Slovenije 
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Table 8.2: Slovenian banking system balance sheet for selected time snapshots, 2004 to H1 2023 

 
Source: Banka Slovenije  

Table 8.3: Slovenian banking system income statement, 2018 to H1 2023 

 
Source: Banka Slovenije  

Table 8.4: Selected bank performance indicators for the Slovenian banking system, 2011 to H1 2023 

 
Note: FIM: financial intermediation margin. 
Source: Banka Slovenije 

 
  

2004    Breakdown 2008    Breakdown 2013    2020    2021    2022    Breakdown H1 2023 Breakdown 2020 2021 2022 H1 2023 2021 2022 H1 2023
(%) (%) (%) (%)

Assets
Cash on hand, balance at central bank 592 2.5 1,250 2.6 2,452 8,825 11,495 10,445 20.7 11,668.5 22.7 3,042 2,671 -1,051 1,224 30.3 -9.1 24.5
Loans to banks 2,156 9.1 4,101 8.6 3,986 1,492 1,544 1,665 3.3 1,689.9 3.3 -100 52 121 24 3.5 7.8 12.9
Loans to non-banking sector 12,947 54.4 33,718 70.3 24,359 23,561 25,045 27,538 54.4 27,073.5 52.7 42 1,484 2,493 -464 6.3 10.0 2.0

of w hich to non-financial corporations 8,147 34.2 20,260 42.3 11,508 8,750 9,300 10,487 20.7 10,549.4 20.5 -127 550 1,187 62 6.3 12.8 4.3
of w hich to households 3,262 13.7 7,558 15.8 8,467 10,712 11,263 12,138 24.0 12,199.0 23.8 9 551 875 61 5.1 7.8 4.0

Financial assets / securities 7,013 29.4 7,307 15.2 8,318 8,958 8,355 8,759 17.3 8,985.3 17.5 120 -603 404 226 -6.7 4.8 2.9
Other 1,112 4.7 1,572 3.3 1,229 1,815 1,811 2,168 4.3 1,921.5 3.7 335 -4 357 -247 -0.2 19.7 -2.8
Equity  and liabilities 2 3 ,8 2 0 1 0 0 4 7 ,9 4 8 1 0 0 4 0 ,3 4 4 0

1 0 0 4 7 ,9 4 8 1 0 0 4 0 ,3 4 4 0

   Financial liabilities to Eurosy stem 0 0.0 1,229 2.6 3,727 1,380 2,344 758 1.5 114.2 0.2 397 964 -1,586 -644 69.9 -67.6 -92.0
   Liabilities to banks 4,719 19.8 18,168 37.9 7,729 2,378 1,716 2,034 4.0 2,183.6 4.3 -443 -663 318 150 -27.9 18.6 25.0
        of w hich to domestic banks 435 1.8 2,065 4.3 2,381 799 649 600 1.2 629.2 1.2 -57 -150 -49 29 -18.8 -7.6 -1.2
        of w hich to foreign banks 4,254 17.9 16,098 33.6 5,348 1,579 1,066 1,434 2.8 1,554.4 3.0 -386 -513 368 120 -32.5 34.5 40.1
   Liabilities to non-banking sector (deposi 14,906 62.6 20,883 43.6 22,550 34,281 37,185 39,756 78.6 39,634.6 77.2 3,212 2,904 2,571 -122 8.5 6.9 5.1
        of w hich to non-financial corporations 2,667 11.2 3,728 7.8 4,196 8,031 8,998 9,710 19.2 9,374.1 18.3 1,273 967 712 -336 12.0 7.9 10.6
        of w hich to households 9,904 41.6 13,407 28.0 14,365 22,437 23,953 25,784 51.0 26,379.7 51.4 2,072 1,516 1,832 595 6.8 7.6 5.4
   Debt securities 973 4.1 1,276 2.7 1,657 1,058 1,250 2,066 4.1 3,126.9 6.1 458 191 817 1,061 18.1 65.4 102.7
   Prov isions 0 0.0 176 0.4 306 186 151 142 0.3 144.6 0.3 -2 -34 -10 3 -18.4 -6.5 -1.8
   Shareholder equity 1,896 8.0 4,010 8.4 3,670 4,805 5,061 5,153 10.2 5,439.3 10.6 -158 256 93 286 5.3 1.8 11.8
   Other 1,326 5.6 2,206 4.6 704 564 545 665 1.3 695.5 1.4 -25 -19 120 30 -3.3 22.1 2.1

Balance sheet total 23,820 47,947.9 100.0 40,343.6 44,651 48,252 50,575 100.0 51,338.7 100.0 3,438 3,600 2,323 764 8.1 4.8 6.7

Increase, EUR million Year-on-year change, %Stock, EUR million unless stated

2018 2019 2020 2021 2022 H1 2023 2018 2019 2020 2021 2022 H1 2023 2018 2019 2020 2021 2022 H1 2023
Net interest 672 683 639 625 748 661 3.0 1.6 -6.4 -2.2 19.6 110.0 58.2 54.4 47.0 51.9 56.9 67.6
Non-interest income 482 573 721 580 567 317 14.1 19.1 25.7 -19.5 -2.3 137.8 41.8 45.6 53.0 48.1 43.1 32.4
of which net fees and commission 315 334 330 377 398 195 0.6 5.8 -1.2 14.4 5.5 104.5 27.3 26.6 24.2 31.3 30.3 19.9
of which net trading gains/losses 13 12 16 18 31 8 -56.0 -6.9 31.8 10.8 76.4 7.7… 1.1 1.0 1.2 1.5 2.4 0.8
Gross income 1153 1256 1360 1206 1315 979 7.4 8.9 8.3 -11.4 9.1 58.3 100.0 100.0 100.0 100.0 100.0 100.0
Operating costs -669 -709 -718 -717 -758 -425 -0.6 5.9 1.3 -0.2 5.6 11.0 -58.0 -56.5 -52.8 -59.5 -57.6 -43.4

labour costs -390 -401 -386 -398 -413 -218 2.2 2.8 -3.6 3.0 3.7 10.2 -33.8 -31.9 -28.4 -33.0 -31.4 -22.3
Net income 484 547 642 489 558 554 20.8 13.0 17.3 -23.9 14.1 135.3 42.0 43.5 47.2 40.5 42.4 56.6

net impairments and provisions 47 46 -170 74 -14 -21 10.1 -2.8 -470.8 -143.4 -119.2 -8.7 4.1 3.6 -12.5 6.1 -1.1 -2.1
of which at amortised cost 68 60 -133 72 -23 4 -12.9 -323.8 -153.8 -131.8 -118.6 5.9 4.7 -9.8 6.0 -1.7 0.4

Pre-tax profit 531 593 472 562 543 533 19.8 11.6 -20.3 19.1 -3.3 150.9 46.0 47.2 34.7 46.6 41.3 54.5
corporate income tax -36 -62 -22 -37 -42 -66 93.4 73.9 -65.0 70.1 13.1 204.0 -3.1 -4.9 -1.6 -3.1 -3.2 -6.8

Net profit 495 531 450 525 502 467 16.6 7.1 -15.1 16.6 -4.5 144.8 42.9 42.2 33.1 43.6 38.1 47.7

Ratio to gross income, %Amount, EUR million Year-on-year growth, %

(%) 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 H1 2022 H1 2023
ROA -1.06 -1.60 -7.70 -0.27 0.42 0.99 1.19 1.38 1.48 1.10 1.20 1.11 0.89 2.14
ROE -12.54 -19.04 -97.30 -2.69 3.63 7.96 9.60 11.07 12.16 9.57 11.33 10.82 8.77 21.36
CIR 53.68 47.43 66.04 55.80 59.26 59.19 62.68 58.05 56.47 52.82 59.48 57.60 61.91 43.39
Net interest margin 2.13 1.93 1.68 2.18 2.06 1.91 1.83 1.84 1.79 1.57 1.41 1.61 1.43 2.79
Interest margin on total assets 2.02 1.83 1.59 2.09 1.96 1.82 1.75 1.75 1.70 1.49 1.34 1.53 1.35 2.66
Non-interest margin 0.85 1.40 0.85 1.01 1.09 1.23 1.13 1.26 1.43 1.67 1.24 1.15 1.24 1.29
Gross income / av erage total assets (FIM) 2.87 3.23 2.44 3.10 3.05 3.05 2.88 3.01 3.13 3.16 2.58 2.68 2.59 3.95
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Figure 8.1: PMI and 
economic sentiment in 
the euro area 

 

Note: In the left chart a PMI of more than 50 represents economic expansion with regard to the previous month, while a value of less 
than 50 represents contraction. The confidence indicators in the right chart are expressed in the form of an average balance, where 
the balance is the difference between the proportions of positive answers and negative answers. 
Sources: Bloomberg, Eurostat, Banka Slovenije calculations 

Figure 8.2: Breakdown of 
GDP growth in Slovenia 
and inflation 

Sources: Eurostat, SORS 
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Figure 8.3: Stock markets 
and financing costs 

Note: The spread in the left chart is calculated as the difference between the yield on the 10-year government bond and the yield on 
the benchmark (German bond) on a daily basis, and reflects the additional risk that the markets ascribe to the country in question. 
The selected indices in the right chart are the SBITOP for Slovenia, the Stoxx Europe 600 for European equities, the Stoxx Europe 
600 Banks for European banks, and the S&P 500 for US equities. Latest data: 15 September 2023. 
Sources: Bloomberg, Banka Slovenije calculations 

Figure 8.4: Probability of 
financial crisis 

Note: The figure illustrates the probability of a crisis for Slovenia in the next 12 months over the entire sampling period, decomposed 
by contributory factors. Latest data: 15 September 2023. 
Sources: SORS, Banka Slovenije 
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Figure 8.5: Interest rates 
on fixed-term household 
deposits 

 

Note: The data in the left chart does not include sight deposits.  
Sources: Banka Slovenije, ECB SDW, own calculations 

Figure 8.6: Building 
permits and construction 
costs 

 

 

Source: SORS 
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Figure 8.7: Nominal and 
real value of deposits by 
households and non-
financial corporations 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 8.8: NPE ratios and 
bank credit standards 

Note: The data for NPE ratios in Member States is at the consolidated level. The capture of NPEs in these comparisons is narrower 
than in the figures for the Slovenian banking system in this section: only exposures from debt instruments are captured, which 
primarily reduces the denominator and consequently increases the NPE ratio. 
Sources: ECB SDW, BLS, Banka Slovenije 
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Figure 8.9: Share of S2 
exposures to non-
financial corporations  

 

Source: Banka Slovenije 

Figure 8.10: Interest rates 
on loans to non-financial 
corporations  

 

 

 

 

 

Source: Banka Slovenije 
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Figure 8.11: Breakdown of 
gross income and non-
interest income 

 

Source: Banka Slovenije 

Figure 8.12: 
Decomposition of change 
in net interest margin and 
effective interest rates 

 

 

 

 

Note: In the left chart the change in asset items is the sum of the contributions made by loans, securities and other interest-bearing 
assets, while the change in liability items is the sum of the contributions made by deposits by the non-banking sector, wholesale 
funding and other interest-bearing liabilities. The change in the effect of liability items is multiplied by -1, as for example a rise in 
liability interest rates acts to reduce the net interest margin, while a fall acts to raise the net interest margin. Effective interest rates 
in the right chart are computed over the preceding 12 months. 
Source: Banka Slovenije 
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Figure 8.13: Net 
impairments and 
provisions, bank income, 
and other income 
statement categories 

 

 

 

 

 

Note: Negative values for net impairments and provisions represent the net release of impairments and provisions in the left chart, 
and net creation in the right chart. The data for the Slovenian banking system comes from balance sheet figures on an individual 
basis.  
Source: Banka Slovenije 

Figure 8.14: Net interest 
margin and net non-
interest margin 

 

 

 
 

Notes: 1. The indicators are calculated on the basis of the ECB SDW’s consolidated banking data. This data differs slightly from the 
figures based on balance sheets on an individual basis. 
2. The hatched bars in Figures 8.14 to 8.17 denote EU Member States outside the euro area.  
Sources: Banka Slovenije, ECB SDW 
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Figure 8.15: Net 
commission margin and 
ratio of operating costs to 
balance sheet total 

 

Note: The indicators are calculated on the basis of the ECB SDW’s consolidated banking data. This data differs slightly from the 
figures based on balance sheets on an individual basis. 
Sources: Banka Slovenije, ECB SDW 

 

Figure 8.16: CIR and ratio 
of net impairments and 
provisions to balance 
sheet total 

Note: The indicators are calculated on the basis of the ECB SDW’s consolidated banking data. This data differs slightly from the 
figures based on balance sheets on an individual basis. 
Sources: Banka Slovenije, ECB SDW  
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Figure 8.17: ROA and ROE 

 

Note: The indicators are calculated on the basis of the ECB SDW’s consolidated banking data. This data differs slightly from the 
figures based on balance sheets on an individual basis. 
Sources: Banka Slovenije, ECB SDW 

 

Figure 8.18: Household 
demand for loans 

 

 

Note: Loans for other purposes in 2020 and 2021 include loans with legislative and bilateral moratoria for reason of the Covid-19 
pandemic 
Source: Banka Slovenije 
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Figure 8.19: Non-financial 
corporations’ debt 
sustainability indicators 

 

Note: Debt includes loans from all institutional sectors and debt securities. 
Source: Banka Slovenije 

Figure 8.20: Corporate 
indebtedness by country 

 

 

 

 

Sources: ECB SDW, Banka Slovenije 
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Figure 8.21: Bank loans 

 

Sources: BLS, Banka Slovenije 

Figure 8.22: Non-financial 
corporations’ demand for 
loans 

Note: All bars in the right chart illustrate excess demand on the left scale (EUR million), even though the colour in the key refers 
solely to loans for investment. The spots denote the rate of excess demand. 
Sources: Banka Slovenije, Survey of demand for loans 
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Figure 8.23: Debt servicing 
capacity and debt-to-
equity ratio at non-
financial corporations 

Note: In the left chart the net financial debt to EBITDA indicator is measured as the ratio of financial liabilities, less cash and cash 
equivalents, to cashflows from operating activities, and indicates a firm’s capacity to regularly service debt (interest and principal), 
and reveals how many years the firm will be able to service its debt and interest through the cashflows that it generates (assuming 
no change in net debt or EBITDA). The lower the ratio, the lower is the risk in the repayment of the firm’s liabilities. In the right chart 
leverage is measured as the ratio of debt to equity. 
Sources: Banka Slovenije, Survey of demand for loans, AJPES 

Figure 8.24: Capital 
surplus over time 

 
 
 
 
 
 
 
 
 
 

Source: Banka Slovenije 
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Figure 8.25: Capital 
adequacy of insurance 
corporations 

 

 

Note: The 10th and 90th percentiles are taken as the upper and lower limits. The data for the EEA is available to the third quarter of 
2022 inclusive. Sources: EIOPA, ISA, Banka Slovenije 
Sources: BLS, Banka Slovenije 
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Table 8.5: Default rates for micro, small and medium-size enterprises, and large enterprises 

  
Micro, small and me-

dium-size enterprises 
Large enterpri-

ses 
DR 2016-2017 4.1 1.9 
DR 2017-2018 6.3 3.1 
DR 2018-2019 5.1 2.3 
DR 2019-2020 5.1 4.5 
DR 2020-2021 4.1 3.3 
DR 2021-2022 3.4 1.1 

Note: The calculation of one-year default rates is based on the following assumptions:  
1. Unit of observation: in the calculation of default rates the unit of observation is customer-date. Only one piece of data is taken into account for each customer, even if the 
customer has exposures at various banks. Banks and savings banks are included in the calculation. All customers whose classified claims measured at amortised cost are 
positive on the initial date are included in the calculation.  
2. Defaulter is defined according to the EBA definition of non-performing exposure at the customer level.  
3. Calculation of default rate:  
The numerator of the default rate is defined as the number of customers who were non-defaulters on the initial date (end of year T) and have become defaulters at any time in 
the following year (T+1), where it is not necessary that they remain defaulters at the end of year T+1.  
The denominator of the default rate is defined as the number of customers who were non-defaulters on the initial date (end of year T). 
Each customer is taken into account in the calculation only once, even if the customer has exposures at various banks. A conservative approach has been used, where a customer 
who has been a defaulter at any bank at least once during the observation period is classed as a defaulter. 

Table 8.6: Transition rates between ratings of micro, small and medium-size enterprises, and large enterprises 
(transition matrices)92 

Micro, small and medium-size enterprises   Large enterprises 

        Dec 2022              Dec 2022     

    A B C D E      A B C D E 

De
c 2

02
1 

A 84.8 11.4 2.2 1.2 0.4  

De
c 2

02
1 

A 92.5 6.7 0.7 0.0 0.0 
B 12.6 77.2 7.9 1.2 1.1  B 13.2 85.2 1.7 0.0 0.0 
C 4.9 23.8 63.7 5.5 2.1  C 8.8 32.4 54.4 4.4 0.0 
D 1.1 4.7 6.0 74.3 14.0  D 2.4 0.0 9.5 81.0 7.1 
E 0.2 0.3 1.0 3.0 95.5  E 0.0 0.0 0.0 0.0 100.0 

 

Note: The calculation of one-year transition rates is based on the following assumptions:  
1. Unit of observation: in the calculation of transition rates the unit of observation is bank-customer-date. Each customer is taken into account in the calculation with regard to the 
number of exposures at various banks in the banking system. Banks and savings banks are included in the calculation. Customers whose data was in the credit register data at 
the beginning of the year in question are taken into account. The figure for the end of the period takes account of the final data available for the customer during the year. All 
customers whose classified claims have a positive amortised cost and who have a particular rating at the beginning of the observation period, and who were included in Sector 
S.11 in the business register on the date in question, are included in the analysis.  
2. Calculation:  
The numerator of the transition rate from ratings i to j is defined as the number of customers who had rating i on the initial date (end of year T), and whose latest available rating 
in year T+1 was j, where it is not necessary that they still held that status at the end of year T+1.  
The denominator of the transition rate from ratings i to j is defined as the number of customers who had rating i on the initial date (end of year T). 

 

  

 

92 The transition matrices for past periods are published in the appendix to the October 2020 issue of the Financial Stability 
Review (Table 6.2 on page 86), in the appendix to the October 2021 issue of the Financial Stability Review (Table 7.3 on 
page 100), and in the appendix to the October 2022 issue of the Financial Stability Review (Table 6.6 on page 61). 
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8.1 Key to abbreviations 

Abbreviations 

AJPES Agency of the Republic of Slovenia for Public Legal Records and Related Services 
APP Asset Purchase Programme 
AUP Average unit price of mutual fund 
BAMC Bank Assets Management Company 
BLS Bank Lending Survey 
BoS Banka Slovenije 
CCyB Countercyclical capital buffer 
CET1 Common equity Tier 1 capital 
CPI Consumer Price Index 
CRD Capital Requirements Directive 
CRR Capital Requirements Regulation 
DORA Digital Operational Resilience Act 
DSTI Debt-service-to-income ratio 
EBA European Banking Authority 
EBITDA Earnings before interest, taxes, depreciation and amortisation 
ECB European Central Bank 
EEA European Economic Area 
EMU European Monetary Union (euro area) 
ESRB European Systemic Risk Board 
ESS Employment Service of Slovenia 
EU European Union 
Euribor Interbank interest rate at which representative banks in the euro area offer deposits to one 

another 
Eurostat Statistical Office of the European Communities 
GDP Gross domestic product 
HICP Harmonised Index of Consumer Prices 
IFRS International Financial Reporting Standards 
IFs Investment funds 
IRS Interest rate swap 
ISA Insurance Supervision Agency  
LCR Liquidity coverage ratio 
LTROs Longer-term refinancing operations 
LTV Loan-to-value ratio 
MCR Minimum capital requirement 
MREL Minimum requirement for own funds and eligible liabilities 
NFCs Non-financial corporations 
NIS2 EU-wide horizontal legislation on cyber security 
NPEs Non-performing exposures 
NSFR Net stable funding ratio 
OCR Overall capital requirement 
O-SIIs Other systemically important institutions 
ROE Return on equity 
RWAs Risk-weighted assets 
S&P Standard and Poor’s 
SCR Solvency capital requirement 
SDW Statistical Data Warehouse 
SMARS Surveying and Mapping Authority of the Republic of Slovenia 
SORS Statistical Office of the Republic of Slovenia 
SyRB Systemic risk buffer 
Tier 1 Tier 1 capital 
Tier 2 Tier 2 capital 
TLTRO Targeted longer-term refinancing operation 
ZBan-3 Banking Act 
ZIUOPZP Act Determining Intervention Measures for Recovery from the Floods and Landslides of 

August 2023  
ZOPVTKK Act on the Mitigation and Allocation of Currency Risk Between Lenders and Borrowers in 

Swiss Francs 
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