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So, what now?

Robust capital markets despite high volatility

e The global capital markets improved slightly in a turbulent Q2 25 (MSCI World
market cap. +1.7% QoQ, TSR +2.7% QoQ) — for the top 100 banks, it was a
solid quarter overall (market cap. +4.6% QoQ, TSR +4.8% QoQ).

e Western European banks were able to further increase their price-to-book ratio
in Q2 25 (+0.06x QoQ to 1.05x) owing to a strong capital market performance.

e After a weak previous quarter, high profits catapulted the technology sector
back to the top of the industry ranking in Q2 25 (TSR +13.1% QoQ).

Tariff CoaniCt dampens macroeconomic outlook

e Germany recorded zero growth in Q1 25, while the tariff conflict has clearly

dampened the outlook for the USA (GDP Q4 25f: +1.0%) and Western Europe
(GDP Q4 25f: +0.8%).

e The euro continued its upward trend against the US dollar in Q2 25 and gained
a further +9% QoQ.

e Western European banks reduced their risk provisioning by -2 bp QoQ in
Q1 25 - the future positioning remains in focus in light of global uncertainties.

e The short-term trend of slightly rising mortgage rates was directly broken as a
result of expected ECB interest rate cuts in April.
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Solid capital market performance masks a turbulent quarter

In Q2 25, the global capital markets experienced a mild upward trend (MSCI World market cap.
+1.7% Q0Q, TSR +2.7% Qo0Q). The trade conflict initiated by the USA lost much of its intensity over the
course of the quarter in the wake of a cautious rapprochement with China. Initially, the announced tariffs
caused prices to fall considerably. The war between Israel and Iran has (so far) had no lasting impact on the
financial markets either - at the end of the quarter, the oil price was even trading below its starting value.
Q2 25 was a good quarter for the global top 100 banks (market cap +4.6% QoQ, TSR +4.8% QoQ), driven
in particular by US and Western European institutions. While US banks (TSR +7.7% QoQ) compensated for
their weak previous quarter, the price gains of Western European banks (TSR +7.7% QoQ) reflected an overall
successful first half of the year with high income.

Market capitalization of top 100 banks (EoQ, in EUR tr)" P/B ratio of global top 100 banks and MSCI World?
4.0
+4.6% 3.5
o)
74 74 18 30
64 65 67 25

5.8
5.4 55
5.2 20

15 __f_/
10 /_/

0.0
Q123 Q223 Q323 Q423 Q124 Q224 Q324 Q424 Q125 Q225 Q123 Q223 Q323 Q423 Q124 Q224 Q324 Q424 Q125 Q225
B Western Europe M United States BRICS Others Western Europe United States
A MSCI World: +1.7% (Q2 25, quarter-over-quarter) BRICS MSCI World
TSR of industry sectors worldwide (04/2025-06/2025, in %) Top/lowest TSR performance among Western European
MSCI World o 27 banks (04/2025-06/2025, in %)
Technology 13.1
Global top 100 banks Bl 4 Top performers Country TSR
) SOCIETE GENERALE France 19.9
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Western Europe: euro area, DK, NO, SE, CH, UK; BRICS: BR, RU, IN, CN, ZA (BRICS+ is not yet available as an aggregate on Bloomberg, so we will stick with BRICS for
now); 1) The “global top 100 banks” comprise the largest banks by market cap. on Dec. 31, 2024 — they have a market share of 75-80% compared to all banks (according
to Bloomberg definition). Figures are in EUR; 2) P/B ratio: price-to-book ratio, calculated as a harmonic mean; 3) Total shareholder return (TSR) of industry sectors other
than banking based on global sector total return indices. Avg. TSR of global top 100 banks, weighted by the market cap. of each bank. TSR and market cap. in EUR;
Sources: Bloomberg, Refinitiv Datastream, zeb.research

e As part of their renewed strong capital market performance in Q2 25, Western European banks were
able to further increase their price-to-book ratio (+0.06x QoQ to 1.05x); US banks recorded their
strongest increase in around four years (+0.24x QoQ to 1.74X) as a result of their race to catch up.

e High quarterly profits and signs of reassurance in the tariff conflict put the technology sector in the
lead in Q2 25 with a TSR of +13.1% Qo0Q. Second place went to the global top 100 banks (TSR +4.8%
QoQ). Among the industries, the health care sector took last place with Trump’s plans for radical drug
price cuts in the USA as the main driver here (TSR -9.9% QoQ).

With a TSR of +19.9% QoQ, Société Générale once again got first place in the Q2 25 performance
ranking. The stock price benefited from the strategic reorganization, which aims to reduce peripheral
business, bolster the balance sheet and increase dividends. Finishing in last place: HSBC (TSR
-0.6% QoQ), whose quarterly profits fell sharply. Nevertheless, they announced large stock buybacks.
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Trade conflict leaves macroeconomic marks

Germany narrowly escaped further negative growth in Q1 25 (+0.0% Y0Y), whereas the economic out-
put in Western Europe (+1.6% YoY) and the USA (+2.0% YoY) grew moderately. Analysts do not expect Ger-
many to grow by more than 1% again until mid-2026, with the investment package adopted in March likely
to provide an economic boost. However, in view of the trade conflict and (geo)political conflicts, expecta-
tions for the rest of the year are dampened. The same applies to Western Europe. In the USA, the expected
GDP growth rate will fall to 1.0% by the end of the year while inflation is expected to rise (Q4 25f:

3.

3%). Due to the disinflation trend that has been interrupted since the beginning of the year, the US Federal

Reserve remains reluctant to make interest rate moves — despite this, the markets expecta reduction of 75 bp
by the end of the year.

GDP growth (real GDP, year-over-year rates, in %)" Inflation rate (CPI, year-over-year rates, in %)"
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Western Europe: euro area, Denmark, Norway, Sweden, Switzerland, UK; BRICS: Brazil, Russia, India, China, South Africa (BRICS+ is not yet available as an aggregate on
Bloomberg, so we will stick with BRICS for now); 1) Forecasts based on Bloomberg composite forecasts; Sources: Bloomberg, Refinitiv Datastream, zeb.research

In Q2 25, the inflation rate in Germany is expected to fall by -0.5%p to 2.1% (Western Europe: -0.2%p
t0 2.1% YoY) and is therefore close to reaching the target inflation rate of 2.0%.

The ECB lowered the deposit rate again in Q2 25 by a total of 50 bp, thereby making the yield curve even
steeper. Analysts expect at least one further interest rate cut by the end of the year, which could resultin
the deposit rate settling between 1.5% and 1.75%. While the very short end of the US yield curve re-
mains untouched due to the Federal Reserve’s hesitation regarding interest rate moves, the first signs of
normalization are emerging at the long end - for the first time since Q2 22, 10-year rates have again
exceeded 2-year rates.

The euro continued its upward momentum against the US dollar in Q2 25, gaining a further +9%
QoQ to an exchange rate of 1.17 — the highest rate in four years. The erratic US tariffs policy has favored
capital outflows from the USA and strengthened the euro as a safe-haven currency.
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Following a decline in ROE in Q4 24 due to one-off effects, in Q1 25, Western European banks regained
the top position in the regions’ ROE ranking. The increase in return on equity by +4.2%p QoQ to
14.0% was supported by stable net interest income as well as robust net commission income and continued
high credit quality — despite the uncertain economic environment. However, the ROE remained unchanged
compared to the same quarter of the previous year, despite a moderate increase in profits. In contrast, US
institutions recorded an increase in ROE of +0.4%p QoQ to 13.2% (BRICS: +0.7%p QoQ to 11.3%),
which was driven by profit growth of +1.7% QoQ - supported in particular by solid non-interest income in

Q1 25.
Post-tax ROE of global top 100 banks (in %)" Cost-income ratio of global top 100 banks (in %)?
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Q2 25 data not yet available; Western Europe: euro area, Denmark, Norway, Sweden, Switzerland, UK; BRICS: Brazil, Russia, India, China, South Africa (BRICS+ is not yet
available as an aggregate on Bloomberg, so we will stick with BRICS for now); Figures exclude UBS (extreme outlier values from negative goodwill in Q2 23 related to
the acquisition of Credit Suisse); 1) Post-tax ROE (return on equity): profit after tax to average total equity, annualized values; 2) Cost-income ratio: operating expenses
to total income, annualized values; 3) Loan loss provisions to average total assets, annualized values; Sources: ECB, Fitch Connect, Refinitiv Datastream, zeb.research

Banks in all regions under review were able to improve their cost-income ratio (CIR) in Q1 25 as the cost
level fell across the board. Due to the absence of the one-off effects from Q4 24, Western European
banks recorded the most significant improvement in their CIR by a total of -9.4%p QoQ to 52.8%
(USA: -0.7%p QoQ to 60.7%, BRICS: -7.7%p QoQ to 34.7%) despite a slight decline in income of 0.9 %
QoQ.

Western European banks reduced their risk provisioning slightly by -2 bp QoQ in Q1 25 in view of a
low level of non-performing loans (US banks: +o bp QoQ; BRICS: +23 bp QoQ). In light of global uncer-
tainties and macroeconomic impacts, the institutions’ reaction with regard to their risk provisioning in
the coming quarters must be subject to careful scrutiny.

While other customer interest rates in the euro area continued to fall in Q1 25, interest rates for mort-
gage loans rose slightly at first as a result of the adopted German borrowing package. Since US tariff
announcements shook the stock markets, markets ultimately expected the ECB to cut interest rates,
which directly broke the trend of rising mortgage rates in April.
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About zeb.market.flash

Compact. Competent. Independent.

Every quarter, zeb.market.flash provides an overview of the performance of the world’s largest banks
(measured by market capitalization). The relevant factors are briefly and concisely described, analyzed
and classified by our experts. For our analyses, we take a close look at the relevant indicators for the valua-
tion of the capital market, such as stock returns, as well as macroeconomic and bank-specific drivers.
These include return on equity, yield curves, or growth of the gross domestic product. One focus is on the
performance of the top banks in Europe in our sample. How does their development compare to that of
the largest banks worldwide? Which European bank shows a particularly good, which a particularly weak
capital market performance? What could be the reason for this? Our background knowledge from 30 years
of financial services consulting rounds off these assessments. This gives you an exclusive and compact
insight into the global banking market. The zeb.market.flash is available on our websites and sent free of
charge as a newsletter to all interested parties.

Disclaimer

All data and calculations in this issue are based on the date of July 1, 2025. The global top 100 banks cluster
contains the largest banks by market capitalization on December 31, 2024, and is updated on an annual ba-
sis. Data is subject to ongoing quality assessment. As a consequence, minor adjustments could be applied
to historical data as well as forecasts shown in previous issues of the zeb.market.flash. No representations,
warranties or undertakings are given as to the accuracy or completeness of data contained in the zeb.mar-
ket.flash.

The zeb.market.flash is not suitable for addressing the particular circumstances of any individual case and
is not intended to be used as a basis for commercial decisions or decisions of any other kind. zeb is not, by
means of this zeb.market.flash, rendering professional advice or services. zeb shall not be responsible for
any loss whatsoever sustained by any person who relies on the zeb.market.flash.

About zeb

As a leading strategy, management and IT consultancy, zeb has been offering transformation expertise
along the entire value chain in the financial services sector in Europe since 1992. We have five offices in
Germany - Frankfurt, Berlin, Hamburg, Munich and Miinster (HQ) — as well as ten international locations.
Our clients include European large-cap and private banks, regional banks, insurers as well as all kinds of
financial intermediaries. Several times already, our company has been classed and acknowledged as “best
consultancy” for the financial sector in industry rankings.

For more information visit www.zeb-consulting.com.

Contact

Jens Kuttig Darius Backhaus Dr. Christoph Ostermair
Senior Partner Manager zeb.research Senior Consultant zeb.research
Gustav Mahlerplein 28 Hammer Strafe 165 TheresienhOhe 13A

1082 MA Amsterdam | Netherlands 48153 Miinster | Germany 80339 Munich | Germany
+31.20.240.9071 +49.251.97128.850 +49.89.543433.142

jens.kuttig@zeb-consulting.com darius.backhaus@zeb.de christoph.ostermair@zeb.de

Contributors to this zeb.market.flash issue:

Dennis Biesterveld, Denny Rothe



