
Note: Below are extracts from articles published by The Financial Times (26th February 2024) and 
RTE ( rte.ie 26th February 2024) as referenced below. 

 

 

European banks promise €120bn of shareholder returns on 
interest rate gains, which is reflected in recent Irish pillar 
bank’s financial reporting. 

 
 
 

 
European banks are on course to return more than €120bn to 
shareholders as they pass on the benefits of surging interest rates to 
investors. 
In his recent Financial Times report, Walker (2024) reveals that the biggest banks in Europe have 
seen a recent surge in net interest income and plan to issue these significant headline dividends, 
coupled with a share buy-back programme, which is good news for investors: 

 
Bosses of European lenders are under pressure to boost their valuations and win over 
investors, who have been spooked by dividend bans and windfall taxes across the continent in 
recent years. The biggest listed European banks have pledged €74bn in dividends and €47bn 
in share repurchases, a 54 per cent increase on the previous year’s capital returns and far 
higher than every year since at least 2007, according to figures compiled by UBS. Buybacks 
have been the biggest source of growth over the past three years, with just a few billion euros 
of repurchases a year across the 50 biggest banks in the years running up to 2020. Since then, 
European banks have taken advantage of their turbocharged profits on the back of rapid 
interest rate rises to buy back stock at suppressed prices. Investors have welcomed the capital 
returns with caution. “Banks need high yield and sustainable yield,” said Antonio Roman, 
portfolio manager of the Axiom European Banks Equity fund. “We have the high yields, but 
there is a question mark on the sustainability.” 



The capital returns are a stark reversal from four years ago, when the European Central Bank 
ordered lenders to freeze dividends and share buybacks at the start of the Covid-19 outbreak, 
a decision that tarnished the reputation of the sector among international investors. European 
lenders received a €100bn windfall over the past two years thanks to the difference between 
the interest they pay out on deposits and receive on loans, known as net interest income. 
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According to Walker (2024) the European banking sector has significantly recalibrated its balance 
sheets in recent years, reducing risk and increasing profitability across the board, while also benefitting 
from somewhat more relaxed regulation on stock buy-backs. That said, despite some of the excess 
numbers being returned to investors, indications are this year, that other sources of income will be 
required as Central Banks more than likely commence a cycle of interest rate cuts: 

 
 

Among the most eye-catching distribution announcements this year are Italy’s UniCredit, 
which promised to pay €8.6bn — its entire profit haul for 2023 — to investors. On Monday, 
Barclays pledged to return £10bn to shareholders over the next three years, while on Friday 
Standard Chartered said it would return $5bn over the same period. But analysts have warned 
that the level of shareholder returns will start to drop next year, as central banks cut interest 
rates and lenders are forced to seek other revenue lines. 

 
“Banks meaningfully increased capital return to shareholders, but this could be as good as it 
gets,” said JPMorgan analyst Mislav Matejka. “The regulator might not be condoning much 
more favorable cash distribution to investors going forward.” 

 
European regulators have become more relaxed about share buybacks over the past couple of 
years as banks have built up strong capital levels, but they are understood to be uncomfortable 
with shareholder returns that are bigger than banks’ annual profits. This month UBS also said 
it would raise its dividend by 27 per cent to 70 cents a share in May and buy back up to $1bn 
of shares in 2024. The capital return programme was paused when it agreed to buy Credit 
Suisse last spring. “Over the past few years, the European banking sector has dramatically 
improved its profitability, reduced risk and rebuilt its capital base to levels that far exceed 
regulatory requirements,” said Lars Förberg, managing partner at Cevian Capital, the activist 
investor that recently built a €1.2bn stake in UBS. “But as a whole, the sector is valued like it’s 
worse than it used to be, not better.” Spain’s Santander and Deutsche Bank, Germany’s biggest 
lender, have both announced plans to ramp up their shareholder returns in recent weeks, 
while state-backed Italian bank Monte dei Paschi di Siena announced its first dividend for 13 
years. 
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Meanwhile, at home, RTE (2024) informs us that Irish pillar bank, Bank of Ireland (BOI), has just 
released its latest financial report for 2023, with BOI planning a similar strategy as European banks, 
returning €1.15 billion to shareholders, due to exceptional growth in net interest income over the 
last couple of years: 

 
Bank of Ireland will more than triple returns to shareholders for the second successive year, 
the country's largest lender said higher interest rates helped it to nearly double full-year profit. 
It said its net interest income jumped 48% on an annual basis to €3.7 billion in 2023. But it 
added that 2024 net interest income is expected to ease as the ECB lowers rates this year. The 
ECB's key rate is forecast to fall to 2.75% by the end of the year from a record high of 4%. 
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