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The best bank in Europe 

 

We recently were debating about which bank 

is the best in Europe. We agreed to evaluate 

them according to three criteria: 

1. Basic financial indicators, such as return on 

equity, return on assets, cost–income ratio, 

interest margin, and ratio of total assets to 

equity. 

2. Resistance to economic crisis. 

3. Market position. 

These criteria produced an unambiguous 

result: the best bank in Europe is Russia’s 

Sberbank. This naturally may surprise many 

people, but the numbers are convincing. 

Let’s start with the financial indicators. When I 

analyse a bank, the first thing that interests 

me is return on equity (ROE). What ROE is 

common in Europe nowadays? In the main 

countries (Germany, France, the UK, Italy, 

Spain, Switzerland), this is mostly in single-

digit numbers. The average lies somewhere 

between 4% and 9% (which is less, by the way, 

than the banks’ cost of equity). Sweden stands 

much better with an average around 13%. This  

 

is a level approached by the Czech banks KB 

and Moneta. Erste, as the Eastern-European 

leader, has an ROE of about 12% this year. 

Turkey’s banks also have returns on equity in 

the low double digits. Sberbank’s ROE will be 

24% this year. That is a level other banks 

(including other Russian banks) can only 

dream about. 

ROE by itself is not enough. As a second step, 

it needs to be compared to return on assets 

(ROA) and the ratio of total assets to equity. 

This is because an ROE achieved with low 

leverage has a different value than does an 

ROE achieved with high leverage. Sberbank’s 

ROA is 3% and the ratio of total assets to 

equity is 8. This means the bank only needs 

leverage of 8 to achieve an ROE of 24. 

Deutsche Bank, for example, has leverage of 

26 (ROE 3.5%), and high leverage is typical 

also for most other European banks. 

When we add into the mix Sberbank’s net 

interest margin of 6% and cost–income ratio 

of 35%, we get a set of fundamental numbers 

most bankers from other European banks can 

only look up to in awe. I know of no other 
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large bank in Europe with comparably high-

quality basic indicators. 

How about the European banks’ resistance to 

a possible economic crisis? From time to time, 

ECB conducts so-called bank stress tests to 

determine this. These tests, however, only 

prescribe modestly stressful conditions, and 

this is a rather academic exercise with opaque 

results. In contrast, Sberbank went through a 

real crisis a few years back when Russia 

invaded Ukraine. This was followed by a deep 

recession in Russia, with GDP dropping by 5%, 

inflation rising, interest rates reaching as high 

as 17%, the rouble losing half its value, the oil 

price dropping by more than half, and, on top 

of everything else, there were the sanctions. 

If this confluence of events were to come to 

pass in a Western European country, there 

would be no stone still standing on another in 

its banking sector. Most banks would have 

large and in many cases existential problems 

and deep losses. Sberbank not only remained 

profitable, and quite solidly so, but it did not 

record a single losing quarter. In its worst year 

in the midst of the recession in 2015 it had an 

ROE of 11%. 

Now, let’s take a look at market position, upon 

which basis I believe that Sberbank is also 

second to none in Europe. Its share in deposits 

for the immense Russian market is close to 

50%. This same situation reigns in regard to, 

for example, mortgages, number of clients, 

employee and pension accounts. All of this 

brings it enormous competitive and cost 

advantages, which it very probably cannot 

lose in the foreseeable future. Sberbank’s 

dominance on the Russian banking market has 

only strengthened during the recent crisis. 

Within the Russian market, it is perceived as 

the most stable. During the recent recession, a 

part of the deposits from other banks was 

moved to Sberbank even despite that 

Sberbank pays the lowest interest on deposits. 

The idea that Europe’s strongest bank and the 

one with the most robust results is in a 

country such as Russia may be surprising and 

difficult for many investors to swallow. I am 

also quite sure that many of them will 

disagree with me, but the numbers speak for 

themselves. 

Sometimes it pays to toss your prejudices out 

the window. In Sberbank’s case, the ideal 

opportunity to do so was in 2014. Russia was 

facing a perfect storm, as detailed above, of 

deep recession, high inflation, collapsing 

prices for the rouble and oil, and skyrocketing 

interest rates. This was partially its own fault, 

due to its attack on Ukraine. The prices of 

Russian stocks, including Sberbank’s, dropped 
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sharply. The Russian market has long been 

cheap, and in 2014 it was irresistibly cheap. 

The West’s sanctions have contributed to this. 

No western portfolio manager wanted his or 

her portfolio to include the politically incorrect 

Russian stocks, and therefore they were 

selling them with practically no regard for 

price. The price of Sberbank shares at the end 

of 2014 dropped to 55 roubles (the ADRs cost 

around USD 4). Back then, the best bank in 

Europe could be bought for half its book 

value. 

 

Invest with care! 

 

Daniel Gladiš, 3 December 2017 

P.S. This document expresses the opinions of the author(s) at the time of its writing and is intended 

exclusively for educational purposes. It is not an investment recommendation. Our estimates and 

projections of the future may and probably will contain errors. Do not rely on them but use your own 

common sense and your own analyses when making investment decisions. Vltava Fund holds 

Sberbank shares in its portfolio. 

 

For more informations 

Visit  www.vltavafund.com 

Write us investor@vltavafund.com 

Follow us www.facebook.com/vltavafund 

 

 

__________________________________________________________________________________ 

Disclaimer : 

Our estimates and projections concerning the future can and probably will be 

incorrect. You should not rely upon them solely but use also your own best judgment 

in making your investment decisions. 

This document expresses the opinion of the author as at the time it was written and 

is intended exclusively for educational purposes. 

The information contained in this letter to shareholders may include statements that, 

to the extent they are not recitations of historical fact, constitute “forward-looking 

statements” within the meaning of applicable foreign securities legislation. Forward-

looking statements may include financial and other projections, as well as statements 

regarding our future plans, objectives or financial performance, or the estimates 

underlying any of the foregoing. Any such forward-looking statements are based on 

assumptions and analyses made by the fund in light of its experience and perception 

of historical trends, current conditions and expected future developments, as well as 

other factors we believe are appropriate in the given circumstances. However, 

whether actual results and developments will conform to our expectations and 

predictions is subject to a number of risks, assumptions and uncertainties. In 

http://www.vltavafund.com/
mailto:investor@vltavafund.com
http://www.facebook.com/vltavafund
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evaluating forward-looking statements, readers should specifically consider the 

various factors which could cause actual events or results to differ materially from 

those contained in such forward-looking statements. Unless otherwise required by 

applicable securities laws, we do not intend, nor do we undertake any obligation, to 

update or revise any forward-looking statements to reflect subsequent information, 

events, results or circumstances or otherwise. 

This letter to shareholders does not constitute or form part of, and should not be 

construed as, any offer for sale or subscription of, or any invitation to offer to buy 

or subscribe for, the securities of the fund. 

Before subscribing, prospective investors are urged to seek independent professional 

advice as regards both Maltese and any foreign legislation applicable to the 

acquisition, holding and repurchase of shares in the fund as well as payments to the 

shareholders. 

The shares of the fund have not been and will not be registered under the United 

States Securities Act of 1933, as amended (the “1933 Act”) or under any state 

securities law. The fund is not a registered investment company under the United 

States Investment Company Act of 1940 (the “1940 Act”). 

The shares in the fund shall not be offered to investors in the Czech Republic on the 

basis of a public offer (veřejná nabídka) as defined in Section 34 (1) of Act No. 

256/2004 Coll., on Capital Market Undertakings. 

The Fund is registered in the Czech National Bank´s list in the category Foreign AIFs 

authorised to offer only to qualified investors (without EuSF and EuVECA) managed 

by AIFM. 

Historical performance over any particular period will not necessarily be indicative of 

the results that may be expected in future periods. 

Returns for the individual investments are not audited, are stated in approximate 

amounts, and may include dividends and options. 
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