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Panama: International Banking Center
2018 GDP Growth and 2019 Outlook

(in percentages)
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Panama: International Banking Center
Domestic Macroeconomic Context
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Panama: International Banking Center
Profit Statement
December 2018 (in millions of USD)

Profit vs Efficiency

Jan.-Dec. Jan.-Dec. 12-month Total
2017 2018 Diff. (%) Diff.

A. Interest Income 5,279 8.6% 452

IBC

Loans 4,508 4,809 6.7% 301
Deposits 190 264 38.8% 74
Investments 545 627 15.1% 82
Other Income 36 31 -14.2% -5
B. Operating Expenses 2,648 2,931 10.7% 282
Interest paid 2,434 2,703 11.0% 268
Commissions 214 228 6.6% 14
C. Net Interest Income 2,631 2,801 6.5% 170
D. Other Income 2,233 2,258 1.1% 25
E. Operating Income 4,864 5,058 4.0% 195
F. General expenses 2,581 2,609 1.1% 28
G. Profit before provisions 2,283 2,449 7.3% 166
H. Provisioning 501 597 19.2% 96

Dec.10
Dec.11
Dec.12
Dec.13
Dec.14
Dec.15
Dec.16
Dec.17
Dec.18

I. Profit for the period 1,782 3.9% 70

Source: Superintendency of Banks of Panama

'U

rofit Efficiency



Panama: International Banking Center
Profitability Ratios
December 2018 (in percentages)

2018 1.65%
2017 1.55%

2018 2.61%
12.92% 2017 2.45%

Source: Superintendency of Banks of Panama



Panama: International Banking Center
Assets (in millions of USD)
December 2010-2018
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Panama: International Banking Center

Domestic Credit Portfolio by Activity
(in millions of USD)

Total : USD 54.12 billion ™ 5%

Corporate credit USD 25.112 Consumption credit USD 12,020

M Personal loan 65%
ﬁ M Credit card 21% 1,781

L4 Car loan 15% 2,482

620 7,757
806
3,782

Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18

USD 12,707

]

Mortgages USD 16,984

B Non-preferential law 65% 2,061
M Preferential law 35%
M Mortgage Commercial establishment 5,223
833
2,267 9,700
3,707
B Commerce M Construction M Industry M Agriculture ™ Other sectors

. Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18
Source: Superintendency of Banks of Panama
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Panama: International Banking Center
Classification of Portfolio

December 2018
Classification of Portfolio Classification of Credit Portfolio
(in millions of USD) (in percentages)
3,705
. 2017
2,900 N 2018
93.6%
1,316 | Standard
1,121
' | Special mention | Substandard
Companies Consumers u Doubtful m Unrecoverable

Source: Superintendency of Banks of Panama



Panama: International Banking Center
Quality of Portfolio
December 2018 (in millions of USD)

Mortgage —— Mortgage
USD 550 PR ~. USD 334
3.2% @f 1 N 1.9%
Construction Delmquent NPL ®\ - Commerce
USD 73 é) gl USD 213
0.9% | UsSD1,124 USD 1,213 2.6%
Commerce : 1.43% 1.55% Construction
usD67  (ICH ) USD 86
0.8% / 1.1%
N | /@
Other Sectors e~ . g Other sectors
USD 435 USD 581
1 'O% * Other sectors includes: Industry, services, - 1 . 3%

agriculture, financial and public sectors.
Source: Superintendency of Banks of Panama



Panama: International Banking Center

Regulatory vs. IFRS 9 Provisioning

December 2015-2018 (in millions of USD)
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Panama: International Banking Center
Solvency and Liquidity
December 2018 (in percentages)

Capital Adequacy Index

Legal Liquidity Index
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The solvency index as of December 2018 is enough to cover market risk and operational risk requirements

Source: Superintendency of Banks of Panama



Panama: International Banking Center
Deposits (in millions of USD)
December 2018

l_ USD 83,465 million j Domestic deposits

USD 52,666 million
Time

63% 37% >avings

Demand

\‘ | Domestic Foreign USD 28,752

USD 12,416

USD 11,498

BSN: FTD Interest Rates
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Macroeconomic
performance

Competition for access to
domestic funds

Over-indebtedness risk

Reputational risk

Source: Superintendency of Banks of Panama

Panama

. International Banking Center

Risk Factors

Sector consolidation

Interest rate evolution

Commercial conflicts

Climate change




Panama: International Banking Center
Roadmap towards Basel |

Approved regulations 2019 Regulations

Gradual capital
requirement starting in
2019. Securitizations

2018 gradual
implementation in

tranches of 25% per
year

Rule 3-2018
on Market

Rule 2-2018 Conservation buffer

Stress-testing and capital self-

< - assessment
N’ Rule 11-
Rule 7-2018

on Country . I
Risk Operationa

{4

Securitizations

Gradual capital

Management, limits,

requirement starting in

rovisions, stress-testin
P ’ & December 2019

Source: Superintendency of Banks of Panama



Panama: National Banking System
Capital Requirement Exercise
December 2018

Systemic Banks Non-systemic Banks

R . . r-—-"Fy
I Additional 1 | > 3.5% 3.0% - | Additional I 15.00%
| regulatory I | I regulatory | |
I | | oy
e == = N\ —
~ o o - ~ ~I
Conservation Conservation
buffer buffer
Average
AVerag.e 12-0% 12-0% dynamic
dynamic .
. provision
provision
Minimum Minimum
adequacy adequacy
Average adequacy Buffers Buffers Average adequacy

Source: Superintendency of Banks of Panama



Panama: International Banking Center
Agenda with the Financial Action Task Force

February 2019

FATF plenary meeting: Apr” 2015

Decision on the face-to-face
with ICRG

Face-to-face with ICRG

March 20: submittal of
template to ICRG

April 10: ICRG’s answer
approved by co-chairs

April 18: Country’s answer to
comments. Submittal of final
version for ICRG assessment

Source: Superintendency of Banks of Panama

FATF plenary meeting:
Decision on the country’s
progress

April  assessment is on the
effectiveness of the Immediate
Outcomes rated moderated (6) and
low (3).

Plenary’s decision is on the progress;
not for immediate outcome changes.
Country is still on intensified follow-
up until we can prove progress on
mutual assessments with the FSRB.
Evidence of later progress may
change the status to periodic follow-
up.

Important identification and
management of critical aspects.

FATF matters must be part of the New
Government’s transition agenda.




Panama: International Banking Center
RTGS and Modernization of Payment Instruments

Phase Il

-

-

e Clearinghouse

e Telered

e Latinclear

* BNP Core Integration
e Tax collection

N 2

e National cash reserve
e MEF (CUT) payments received
through the Banking System

e Nonbanking financial
institutions

J -

/

Source: Superintendency of Banks of Panama

* RTGS optimization
e Autonomous entities

N — Phase IV

® Bank Payment
instruments

Phase Ill

N

RTGS: Real time gross settlement




Panama: Financial Sector
(in millions of USD)

Total Assets USD 128,000 (pre)
84
Banks

Entities supervised by
the Superintendency of
Banks

Insurance
(
Cooperatives

y 1.7%

|

Finance

Securities 1.4%

246

0.7%
Superintendencia > Other
- o de Bancos de Panama .
MINISTERIO SSRP entities
DE COMERCIO SUPERINTENDENCIA DE SEGUBOS
E INDUSTRIAS Y REASEGUROS DE PANAMA

Source: Superintendency of Banks and NISC



tendent’s Management 2018

Administrative )
Supervisory processes
management

Human talent Laws and Regulations

SBP

f 478 ) LCR J ( ISTMO system ) 402
___ SBPemployees J| : implementation J Comprehensive examinations
' Training for technical || | Derivatives } 90.3% expense efficiency || [ 2 )
__areas 24,806 hours ¢ _ o 1 S Trust companies J
[ 75.6% Banking | HEAEE } 100% income collection 33

supervisor career N | L *Other supervised entities

e Operational Risk [ 1%t International Congress || [ 34 b
[ Interest rate risk | planning J| s Special FECI y

Technical areas - AML | >3 4

. [ Banking Book )
Banking Industry ( - & ) = # L Bank security )
. ' [ Updating Rule on
E-Learning 30,297

Investments based on ®
IFRS 9 Ps

L participants )

( )

Atoms: 28 Seminars

a )
Other supervised entities:
27 Training seminars,

3,211 participants J. * Other supervised entities: Finance, leasing and factoring companies, money
service businesses, and exchange bureaus

&




Panama: International Banking Center

Superintendency of Banks

Summary of Regulations 2015-2019

e Anticyclical buffer
* Macro prudential

measures '

Prudential
* Credit risk

2015

Compliance

Money laundering
e 4-2015

e 5-2015

e 7-2015

e 9-2015

* 10-2015

Source: Superintendency of Banks of Panama

Capital requirement
Risk-weighted assets
Derivatives

y

2016-2017

Money laundering
e 6-2016
e 7-2016
e 1-2017
e 3-2017
e 8-2017

LCR

Market risk
Country risk
Operational risk

2018

Money laundering
e 13-2018

Other reporting entities
 1-2018
e 2-2018
e 3-2018
 4-2018
e 5-2018

2019

Prudential

Conservation buffers

Stress-testing and
Capital self-
assessment

Securitizations

Securities investment
-IFRS 9

Interest rate banking
book risk
management

Compliance

Regulations on Tax
evasion




Panama: International Banking Center
Summary

g "
Favorable macroeconomic and tax context
N J
“ Sound, stable and secure banking system. Liquidity and solvency exceed the legally required

percentages. Income vs. expenditure operating efficiency of 1.9 to 1 evidence of profit-
generating capacity and equity increases. y

“ Roadmap towards Basel Ill with clear progress in LCR, Capital requirements for credit, market
and operational risk. Systemic buffer and stress-testing and capital self-assessment are part
of the 2019 rules. p

-

AML/CFT framework has strengthened the financial sector. Challenges to strengthen the
Lidentification of corporate-style structures

y

i -
Modernization of the financial system and enhancement of financial inclusion.

< J

i -

Strengthening SBP’s institutional and budgetary autonomy. Supervision and regulation of
Lpayment instruments and clearance are short-term challenges.
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