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ABSTRACT

This paper presents a descriptive assessment of financial stability and
restructuring indicators in the banking sector of the Republic of Srp-
ska for the period 2020-2024, utilizing aggregate year-end supervi-
sory data published by the Banking Agency of the Republic of Srpska.
In accordance with domestic banking-resolution regulations and in-
ternational standards, financial restructuring is defined as a set of ex-
traordinary measures designed to preserve critical functions and
maintain financial stability when standard supervisory and recovery
actions prove inadequate. The study employs descriptive and compar-
ative analyses, including both horizontal and vertical approaches, to
evaluate trends in capital adequacy, profitability, efficiency, asset
quality, liquidity, and growth, referencing relevant regulatory and an-
alytical benchmarks. The findings demonstrate high capital adequacy,
stable liquidity, improved profitability and efficiency, and a reduction
in the non-performing loan ratio from $.2% in 2020 to 3.7% in
2024. However, declining coverage of non-performing loans, a slight
increase in non-performing loans in 2024, and a substantial propor-
tion of short-term financial liabilities signal the need for ongoing su-
pervisory vigilance. Aggregate data do not suggest immediate,
widespread distress in the banking sector at the end of 2024.
Nonetheless, given increased macro-financial uncertainty, ongoing
monitoring and prompt preventive measures are essential to address
vulnerabilities before recovery or restructuring interventions are re-
quired. This study provides a transparent, context-specific evaluation
of recent supervisory data within a small, bank-centered financial sys-
tem. As the analysis is based on aggregate sector-level data, the results
do not preclude vulnerabilities at individual banks or confirm re-
silience under adverse stress conditions.
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1. Introduction

Banks serve as the primary financial intermediaries
in bank-centred economies such as Bosnia and
Herzegovina and the Republic of Srpska, where
capital markets remain comparatively underdeveloped.
The capacity of these institutions to maintain solvency,
liquidity, asset quality, and sustainable earnings is es-
sential for the continuity of financial intermediation
and the preservation of confidence in the financial
system. Recent research underscores that favourable
point-in-time ratios must be considered alongside
supervisory effectiveness, funding structure, gover-
nance, and the timely identification of vulnerabilities
(Caparusso et al,, 2023; Adrian et al., 2023; Balan et
al, 2025).

To ensure conceptual clarity, this study distin-
guishes five related but distinct concepts. Financial
stability denotes the observed capacity of the banking
sector to perform its core intermediation functions
without material disruption. Resilience is defined as
the capacity to absorb adverse shocks and cannot be
inferred solely from favourable historical ratios. Vul-
nerability indicates an observed weakening or exposure
that may amplify future stress. Preventive supervisory
intervention involves enhanced monitoring or remedial
measures implemented before material distress arises.
Financial restructuring refers to extraordinary measures
intended to restore financial viability following material
deterioration, and is analytically distinct from routine
preventive supervision.

In this paper, the term “financial restructuring”
is applied in a deliberately narrow, sector-level context:
it refers to broad recapitalization, material balance-
sheet repair, or comparable extraordinary measures
that would be warranted if solvency, liquidity, asset
quality, and earnings were to deteriorate simultaneously
and materially. This definition excludes bank-specific
recovery plans, resolution interventions, non-per-
forming loan (NPL) workouts, operational restruc-
turing, mergers, or ordinary prudential measures,
which are not considered interchangeable with sec-
tor-wide financial restructuring. This distinction is
significant because aggregate supervisory data can
reveal the presence of broad-based distress but cannot
determine the specific condition or intervention re-
quirements of individual banks.

The period from 2020 to 2024 was selected as
the most recent five-year interval for which complete

and mutually comparable annual supervisory data
were available at the time of analysis. These five con-
secutive annual observations enable a descriptive as-
sessment of the direction and continuity of changes
in key indicators of capital, liquidity, asset quality,
profitability, and funding, although this time frame
is not considered sufficient for statistical inference.
The period is particularly relevant as it includes the
pandemic shock and its aftermath, the subsequent
phase of inflation and interest-rate adjustments, and
later growth in credit activity and total balance-sheet
size. This combination of diverse macro-financial
conditions provides a suitable context for evaluating
whether the banking sector’s aggregate indicators
deteriorated simultaneously and materially during
the observed period or remained above applicable
regulatory minima while selected early-warning signals
emerged.

The general objective of this study is to assess
the observed financial condition of the Republic of
Srpska banking sector using selected aggregate su-
pervisory indicators. The specific objective is to de-
termine whether these indicators provide evidence
of broad-based financial distress that could indicate
a need for sector-wide restructuring. The research
question is as follows: Do selected aggregate year-
end supervisory indicators reveal broad-based financial
distress in the banking sector of the Republic of
Srpska during 2020-2024, and which indicators gen-
erate warning signals that warrant enhanced supervisory
monitoring? The corresponding descriptive research
proposition is that the indicators do not exhibit si-
multaneous, material deterioration across capital, lig-
uidity, asset quality, and earnings consistent with
broad-based sectoral distress during the observed
period.

The primary contribution of this paper is contextual
and empirical, rather than the development of a new
theoretical framework. It organises recent official su-
pervisory evidence for a relatively under-researched
banking system, applies a transparent indicator-and-
benchmark matrix, and distinguishes evidence of
observed financial condition from assertions regarding
resilience under hypothetical shocks. The resulting
framework is designed to support the interpretation
of aggregate warning signals and to clarify when en-
hanced monitoring should precede more robust re-
covery or restructuring measures.
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The remainder of the paper is organized as follows.
Section 2 reviews the literature and conceptual frame-
work. Section 3 describes the data, indicator definitions,
regulatory benchmarks, and decision rules. Section
4 presents the results. Section S discusses their inter-
pretation and comparability. Section 6 concludes
with implications, limitations, and directions for
further research.

2. Literature Review

Effective management of banks’ financial per-
formance, risk, and restructuring is essential for
maintaining financial system stability. The Basel
standards have significantly influenced this analytical
framework by establishing capital, liquidity, and risk
management requirements to strengthen banking
sector resilience, especially during crises (Basel Com-
mittee on Banking Supervision, 2011). Empirical
research identifies capital adequacy, profitability, lig-
uidity, and risk exposure as key determinants of
banking sector stability. Regulatory capital and
leverage serve as critical shock absorbers and indicators
of system strength (Berger & Bouwman, 2013),
while inadequate capitalisation has historically con-
tributed to banking crises (Reinhart & Rogoff, 2009).
As a result, bank restructuring becomes necessary
when weak profitability, low liquidity, and increased
risk exposure undermine confidence in the financial
system (Laeven & Valencia, 2018).

Recent international evidence broadens the con-
cept of banking resilience beyond traditional solvency
measures. The Basel Committee on Banking Super-
vision (2023) finds that banks may remain vulnerable
even when meeting formal capital requirements if
interest rate risk, unrealized losses, concentrated de-
positor bases, and rapid deposit outflows are present
alongside weaknesses in governance and supervision.
Similarly, the International Monetary Fund (2024),
the European Banking Authority (2024), and the
European Central Bank (2024) underscore the grow-
ing importance of liquidity management, deposit
stability, diversified funding structures, commercial
real estate exposures, and links with non-bank
financial institutions in assessing banking sector re-
silience. Regional studies highlight the importance
of timely monitoring of banking sector performance.
Studies on the Western Balkans emphasise the sig-
nificance of profitability and liquidity indicators.
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Brki¢ and Arnaut (2018) examine the profitability
of the banking sector in Bosnia and Herzegovina
and find that, despite overall stability, the sector re-
mains highly sensitive to changes in the deposit
structure. Jaksi¢ and Jankovi¢ (2020) note that reg-
ulatory frameworks in Serbia have a substantial
impact on banks’ risk management practices.

Institutional reports support these findings.
The European Banking Authority (2023) identifies
risks associated with rising interest rates and liquidity
shifts, while reports from the Central Bank of Bosnia
and Herzegovina (2023), the Croatian National
Bank (2023), the National Bank of Serbia (2023),
and the Banking Agency of the Republic of Srpska
(2023; 2024) confirm adequate capital bases and
stable liquidity in the region.

In the Republic of Srpska, reports from the
Banking Agency of the Republic of Srpska (2023;
2024) document growth in assets, deposits, and
profitability, indicating a favourable financial condition.
However, these indicators alone do not confirm re-
silience under adverse shocks. Comparative evidence
from other countries suggests that ongoing monitoring
of funding structures, loan-funding indicators, capital
adequacy, and profitability is critical for the early
detection of weaknesses and potential restructuring
needs (Schaeck & Cihak, 2014; Saunders et al,,
2021). Studies on banking sector financial perfor-
mance demonstrate that stability and resilience are
contingent upon capital adequacy, profitability, and
effective credit risk management (Athanasoglou et
al,, 2008). In developing economies, high capital
adequacy is recognized as a key indicator of resilience
and a reduced likelihood of financial restructuring
(Demirgii¢-Kunt et al., 2013).

The banking sector in the Republic of Srpska
shares certain characteristics with other transitional
banking systems in the Western Balkans, where
capital adequacy and earnings capacity represent
important dimensions of banking stability (Ku-
biszewska, 2019). Additionally, credit risk and the
proportion of non-performing loans are significant
factors influencing the need for preventive restruc-
turing measures (Beck et al, 2015).

Profitability, typically measured by Return on
Assets (ROA) and Return on Equity (ROE), serves
as a standard indicator of banks’ operational efficiency
and long-term sustainability (Pasiouras & Kosmidou,
2007). In small open economies, Dumici¢ (2016)



argues that financial stability should be evaluated
by monitoring the accumulation and realization of
systemic risks and by jointly assessing multiple
financial stability indicators, rather than relying on
individual metrics. Recent studies further link prof-
itability to resilience. Caparusso et al. (2023) demon-
strate that profitability, valuation, and resilience are
interconnected through the capital headroom main-
tained above regulatory minimums. Sustained prof-
itability thus facilitates internal capital generation,
enhances loss-absorption capacity, and lowers the
probability that adverse shocks will necessitate re-
structuring.

Another strand of recent literature highlights
the preventive function of supervision and liquidity
stress testing. The Basel Committee on Banking
Supervision (2025) notes that supervisory effec-
tiveness relies on the timely identification of material
weaknesses, prompt remediation, and credible en-
forcement. Baudino et al. (2024) contend that sec-
tor-wide liquidity stress tests are essential for iden-
tifying vulnerabilities related to funding concen-
tration, contagion, and rapid deposit withdrawals.
This approach is particularly pertinent for small
bank-centered systems, where the banking sector
plays a dominant intermediation role, and disruptions
in confidence can have significant macroeconomic
consequences. Despite these developments, empirical
evidence remains limited for small transition and
bank-centred systems in Southeast Europe, where
high liquidity, concentrated funding structures,
and underdeveloped capital markets coexist. Most
existing research focuses on large advanced banking
systems, crisis episodes, or isolated aspects of bank
performance, with fewer studies jointly evaluating
capital adequacy, liquidity, credit risk, profitability,
and growth sustainability as early-warning indicators
of potential restructuring needs. This gap underscores
the analytical rationale for investigating the banking
sector of the Republic of Srpska as a distinct case
within Bosnia and Herzegovina and the Western
Balkans.

The reviewed literature shows that regional re-
search primarily addresses banks' resilience during
economic crises, with a particular focus on monitoring
liquidity, profitability, and asset quality indicators.
These metrics form the analytical foundation for
evaluating whether the banking sector of the Republic
of Srpska displays signs that would justify financial

restructuring or, conversely, indicate the absence of
such a need at the sectoral level.

3. Research Methodology

This study employs descriptive, horizontal,
vertical, trend, comparative, and interpretative analyses
to aggregate supervisory indicators for the banking
sector of the Republic of Srpska. The research design
is intentionally descriptive and non-causal; it does
not estimate statistical relationships, test causal hy-
potheses, or simulate resilience under adverse shocks.
Rather, the analysis evaluates whether observed
year-end indicators exhibit patterns consistent with
broad-based financial distress and identifies weaker
signals that warrant supervisory attention.

The primary data sources consist of the Banking
Agency of the Republic of Srpska (ABRS) year-end
reports on the condition of the banking system for
31 December 2020, 2021, 2022, 2023, and 2024,
along with the corresponding published supervisory
tables. Values are recorded as of the reporting date
for each year. The 2019 figures included in the bal-
ance-sheet table serve solely as an initial comparator
for the first horizontal comparison and are excluded
from the 2020-2024 analytical sample. A source
map specifying the report, table or section, page,
and reporting date is provided below and in the
supplementary dataset.

The analytical scope encompasses five dimensions:
(1) capital adequacy, (2) profitability and efficiency,
(3) asset quality and credit risk, (4) liquidity and
funding, and (5) growth and risk-exposure dynamics.
A “restructuring need” is not inferred from a single
ratio; rather, it would require a broad and mutually
reinforcing deterioration across several dimensions,
particularly regulatory capital or liquidity pressure
in conjunction with worsening asset quality and
earnings. In contrast, deterioration in an individual
indicator, provided that binding regulatory minima
remain satisfied, is classified as an early-warning
signal rather than as evidence of a restructuring
need.

Research question: Do selected aggregate year-
end supervisory indicators provide evidence of
broad-based financial distress in the banking sector
of the Republic of Srpska during 2020-2024, and
which indicators generate warning signals that justify
enhanced supervisory monitoring?
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Descriptive research proposition: During 2020
2024, the selected aggregate indicators do not
exhibit simultaneous, material deterioration across
solvency, liquidity, asset quality, and earnings that
would constitute visible evidence of broad-based
sectoral distress. This proposition is assessed using
the ex ante decision matrix presented below and
is not treated as a formal inferential hypothesis
test.

To ensure transparency and reproducibility, each
analyzed indicator is defined in terms of its con-
ceptual meaning, interpretation, relevant regulatory
or analytical benchmark, and the observed value
for the banking sector of the Republic of Srpska,
which is characterized as a small bank-centered
financial system. Regulatory reference values are
explicitly distinguished from analytical signals
that identify potential vulnerabilities and the need
for enhanced supervisory monitoring. For indi-
cators of capital, liquidity, asset quality, profitability,
and funding structure, the relevant regulatory
minima or other benchmark values are specified,
and their joint interpretation is based on a prede-
fined decision matrix. This matrix establishes cri-
teria for distinguishing between stable conditions,
early-warning signals, recovery-related concerns,
and indications that may suggest a potential need
for financial restructuring. For each indicator, the
data source, reporting period, and relevant regu-
latory basis are specified, thereby ensuring trans-
parency of the analytical procedure and enabling
reproducibility using the same data sources, defi-

Table 1

nitions, benchmark values, and decision rules.

Horizontal analysis measures year-to-year and
period changes in the reported indicators. Vertical
analysis examines balance-sheet and funding shares.
Trend analysis describes the direction of indicators
over the five year-end observations without estimating
a statistical time trend. Comparative analysis contrasts
regulatory ratios with applicable minima and situates
selected EU/ECB figures in a contextual, non-har-
monized comparison. Interpretative analysis classifies
the joint pattern as stable or showing no visible
broad-based distress, early-warning, recovery-related
concern, or restructuring-related concern according
to the decision matrix.

The methodology has several limitations. Five
year-end observations may obscure intra-year volatility
and are insufficient for statistical inference. Aggregate
sector values may mask weak institutions, concentrated
exposures, depositor concentration, or funding prob-
lems at individual banks. The study does not include
bank-level dispersion, stress testing, sensitivity
analysis, forward-looking macroeconomic scenarios,
or a comprehensive macroprudential assessment of
credit-to-GDP dynamics, real-estate and sovereign
exposures, interest-rate risk, currency risk, parent-
bank dependence, or interconnectedness. Compar-
isons with ECB-supervised banks are contextual, as
reporting perimeters and definitions are not fully
harmonized. As a result, the analysis can identify
visible aggregate distress signals but cannot demon-
strate shock resilience or rule out institution-specific
vulnerabilities.

Operational definitions, benchmarks, data sources, interpretation, and relationship of the main indicators to restructuring risk

Indicator  |[Formula / Benchmark Primary data [Interpretation and relationship to restructuring risk
definition / unit source

Total Regulatory capital [>12%; %  |[ABRS capital [Interpretation: Overall solvency buffer. Restructuring

regulatory |/ total risk adequacy relevance: A material decline toward or below the

capital ratio |exposure amount tables minimum may signal weakening solvency and increased

restructuring concern.

ratio total risk exposure adequacy

amount tables

Tier 1 capital|Tier 1 capital / >9%; % IABRS capital

Interpretation: Loss-absorbing Tier 1 capital. Restructuring|
relevance: Declining headroom above the minimum may

indicate reduced capacity to absorb losses.
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CET1ratio |CET1/totalrisk [>6.75%; % |ABRS capital |Interpretation: Core loss-absorbing capital. Restructuring

exposure amount adequacy relevance: Persistent deterioration or a breach may indicate
tables 'weakening core loss-absorbing capacity and heightened
restructuring concern.

Capital IAdditional capital [2.5% of IABRS capital |Interpretation: Additional buffer above Pillar 1 minima.

conservation buffer equal to TREA; % |adequacy Restructuring relevance: Buffer depletion may indicate

buffer 2.5% of total risk framework [increased vulnerability and the need for corrective or
exposure amount recovery measures.
(TREA)

Leverage Tier 1 capital / 26%; % IABRS leverage Interpretation: Non-risk-weighted prudential backstop.

ratio total exposure table Restructuring relevance: A decline toward or below the
measure minimum may indicate excessive leverage and reduced loss-

absorbing capacity.

ROA / ROE |Net sector result / |%; no IABRS Interpretation: Earnings performance and internal capital
average net assets |regulatory |profitability |generation. Restructuring relevance: Persistent losses
or average equity |minimum [tables 'weaken internal capital generation and may intensify

restructuring risk.

NIM Net interest %; analytical ABRS Interpretation: Profitability generated from net interest
income / average profitability  |income. ABRS reports the acronym NIM and labels it “Net
net assets x 100 tables Income Margin”; based on the reported formula, this study

treats it as Net Interest Margin. Restructuring relevance:
Sustained deterioration may weaken profitability and
internal capital generation.

NPL ratio  [Non-performing |%; analytical ABRS credit- (Interpretation: Asset-quality indicator. Restructuring
gross loans / total risk tables relevance: A material increase may signal deteriorating
gross loans asset quality and rising credit losses.

NPL ECL forNPL/  |%; analytical|ABRS credit- (Interpretation: Provisioning coverage of NPLs.

coverage gross NPL risk tables Restructuring relevance: Declining coverage may increase

vulnerability to future credit losses.

NPL change (Increase/decrease |%; analytical ABRS credit- [Interpretation: Direction of change in NPLs; negative

indicator  [in NPL amount at risk tables values denote a net decline. Restructuring relevance:

reporting date
relative to
comparative
period / relevant
gross performing-

loan base

Persistent positive values may indicate emerging

deterioration in credit quality.
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Texas Gross NPL / %; analytical ABRS credit- |Interpretation: Capital/provision cushion relative to NPLs.

coefficient |(balance-sheet risk tables Restructuring relevance: A rising ratio indicates weaker
capital + ECL for coverage of NPLs and greater vulnerability.

NPL)

LCR Liquidity buffer / [>100%; % |ABRS Interpretation: Short-horizon regulatory liquidity position.
net liquidity liquidity Restructuring relevance: A decline toward or below the
outflows section minimum may signal short-term liquidity stress.

NSFR |Available stable  |>100%; % |ABRS Interpretation: Structural funding stability; N/A for 2020,
funding / required liquidity reporting from 31.12.2021, with the 100% minimum
stable funding section applicable from 31.12.2022. Restructuring relevance: A

decline toward or below the minimum may signal structural
funding vulnerability.

Loans / Gross loans / %; analytical ABRS funding |Interpretation: Funding intensity indicator; not a simple

(deposits + |(deposits + / liquidity loan-to-deposit ratio. Restructuring relevance: A rising

borrowings) [borrowed funds) tables ratio may indicate increasing funding pressure, particularly

if accompanied by weaker liquidity.

Note. Author’s compilation based on ABRS year-end reports for 2020-2024 and the applicable ABRS. Indicator
definitions and benchmarks follow the supervisory methodology reported by ABRS; analytical interpretations
are the author’s. No single indicator is treated as sufficient evidence of a restructuring need. The relationship to
restructuring risk is interpretative and should be assessed jointly across solvency, liquidity, asset quality,
profitability, and funding conditions.

Table 2

Ex Ante Assessment Matrix for Interpreting Aggregate Supervisory Indicators and Restructuring Signals

|Assessment category

Ex ante assessment criterion

Interpretation in this study

distress

No visible signs of

broad-based financial

Regulatory capital and liquidity minima are met, with
no simultaneous material deterioration in solvency,

asset quality, liquidity, and profitability.

The observed financial condition is
consistent with sector-wide stability; no
inference is made regarding resilience

under adverse stress scenarios.

Early-warning signal

One or more indicators that do not represent binding
regulatory minima deteriorate (e.g., rising NPLs,
declining coverage, concentrated or short-term

funding), while regulatory minima remain satisfied.

Enhanced  monitoring,  targeted
supervisory review, and, where|
appropriate, sensitivity analysis are
'warranted.
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measures.

Indications of aneed |Material deterioration or approaching regulatory
for recovery measures|thresholds at an individual institution, requiring

corrective measures and/or activation of recovery level supervisory information s

Cannot be reliably determined from|

aggregate sector data; detailed bank-

required.

Indications of a
possible need for

restructuring

through ordinary measures.

Simultaneous, material, and broad-based
deterioration, including solvency and/or liquidity
pressure, deterioration in asset quality and

profitability, which cannot be adequately addressed  |selected aggregate indicators used in this

Such a pattern could indicate the need to
consider extraordinary restructuring|

measures. It is not observed in the

study.

Note. Author’s compilation based on ABRS year-end reports for 2020-2024 and the applicable ABRS. Indicator
definitions and benchmarks follow the supervisory methodology reported by ABRS; analytical interpretations

are the author’s.

4. Results

The results are presented as aggregate, sector-
wide year-end observations for 2020-2024. These
findings describe the sector's overall financial con-
dition, rather than the distribution of risk among
individual banks.

This empirical analysis utilizes official statistical
reports from the Banking Agency of the Republic
of Srpska for the period 2020-2024. It relies on
aggregated indicators of capital adequacy, liquidity,
credit risk, profitability, efficiency, and growth
sustainability to assess the financial strength and
stability of the banking sector, as well as to deter-
mine whether observed trends have implications
for financial restructuring. The analysis incorporates
data on total assets, capital and liabilities, loans,
deposits, the Liquidity Coverage Ratio (LCR),
the Net Stable Funding Ratio (NSFR), loan port-
folio quality, provision coverage, net financial
result, return on assets (ROA), return on equity
(ROE), net interest margin (NIM), the ratio of
operating income to average net assets, the Cost-
to-Income Ratio (CIR), and the relationship be-
tween capital indicators and total risk exposure
growth.

All of these indicators are presented in the sub-
sequent tables. Their analysis enables a compre-
hensive evaluation of the performance of the banking
sector in the Republic of Srpska and facilitates an
assessment of whether systemic signals indicate a
potential need for financial restructuring. The

analysis of the five-year period from 2020 to 2024
demonstrates that the banking sector in the Republic
of Srpska experienced continuous growth in total
assets. As of 31 December 2024, gross total assets
reached KM 11.2 billion, representing an 8%
increase compared to the previous year. Net total
assets, defined as gross assets net of value adjust-
ments, amounted to KM 10.9 billion, also reflecting
an annual growth rate of 8%. This expansion was
accompanied by increases in both deposits and
loans. The key issue is whether this growth was as-
sociated with any deterioration in capital, liquidity,
asset quality, or earnings.

The structural analysis of assets shows that gross
loans constitute the largest share, representing 59.7%
of total balance sheet assets. Cash and cash equivalents
are the second largest component at 24.6%, while
securities account for 11.9%. This composition
reflects the continuation of a predominantly credit-
oriented business model, supported by a substantial
liquidity buffer and investments in financial instru-
ments. For comparison, loans represent over 60%
of total assets in banks within the EU and European
Economic Area (EEA), while the corresponding
share in United States banks typically ranges from
40% to 45%.

The structural analysis of liabilities in the banking
sector of the Republic of Srpska indicates that
deposits are the primary source of funding, accounting
for 77% of total liabilities as of 31 December 2024.
Capital is the second largest component, reaching a
record 13.7% of total liabilities, whicconfirms the
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sector’s strong capital base. Meanwhile, liabilities
from borrowed funds have shown a declining trend,

Table 3

amounting to 6.2% of total liabilities on the observed
date.

Balance Sheet of the Banking Sector of the Republic of Srpska for the Period 2020-2024

| 4 4

v 4 | 4 v

DESCRIPTION 2019. 2020. 2021. 2022. 2023. 2024.
Amount % Amount % Amount % Amount % Amount % Amount %
ASSETS

1. Cash and Cash Equivalents 1,886.5 21.6 1,920.2 21.6 12,7454 27.8 2,636.6 26.2 2,560.0 24.7 2,755.9 24.6
2. Securities 932.1 10.7 1,071.8 12.1 1,101.6 11.1 11,2839 12.7 1,389.8 134 1,329.2 119
3. Placements with Other Banks 409 0.5 448 0.5 16.7 0.2 404 0.4 286 03 514 05
4. Loans and Advances (Gross) 5463.3 62.5 54938 61.8 5,705.1 57.7 57929 57.5 6,056.5 58.4 6,695.2 59.7
5. Premises and Other Fixed Assets 2148 25 202.8 23 192.7 1.9 186.8 1.9 189.1 1.8 193.6 1.7
6. Other Assets 206.6 2.4 155.8 1.8 130.7 1.3 1294 13 146.1 1.4 180.1 1.6
Total Gross Assets 8,744.1 100 8,889.2 100 9,892.3 100 10,070.0 100 10,370.1 100 11,205.3 100
8. Loss Allowances (Expected Credit Losses — ECL) 446.5 380.6 341.0 3129 339.6 349.5

8.1. Loss Allowances on Loans and Advances (ECL 376.9 357.4 3225 292.4 314.9 3272
on Loans)

8.2. Loss Allowances on Flnan_aal A_ssets Other 69.6 23.2 18.5 20.4 247 224
than Loans (ECL on Non-Loan Financial Assets)
Total Net Assets 8,297.7 8,508.6 9,551.3 9,757.2 10,030.6 10,855.8

LIABILITIES
10. Deposits 6,405.8 77.2 6,515.2 76.6 7,498.6 785 75952 77.8 7,740.1 77.2 83542 77.0
11. OLiabilities from Borrowed Funds 601.5 7.2 6783 8.0 6815 7.1 704.7 7.2 717.8 7.2 671.4 6.2
12. Subordinated Debt 523 0.6 52.3 0.6 523 05 523 0.5 70.8 0.7 99.7 09
13. Provisions for Off-Balance Sheet Exposures 83 0.1 11.2 0.1 12.7 0.1 12.8 0.1 17.0 0.2 16.9 0.2
14. Other Liabilities 186.3 2.2 197.2 23 189.7 2.0 176.2 1.8 178.8 1.8 2271 21
EQUITY

15. Equity 1,043.5 12.6 1,054.3 12.4 1,116.5 11.7 1,216.0 12.5 1,306.1 13.0 1,486.6 13.7
TOTAL LIABILITIES AND EQUITY 8,297.7 100 8,508.6 100 9,551.3 100 9,757.2 100 10,030.6 100 10,855.8 100

Note?. Author’s presentation based on data from the Banking Agency of the Republic of Srpska, Reports on the
Condition of the Banking Sector of the Republic of Srpska.

The analysis of the income statement of the
banking sector of the Republic of Srpska over the
five-year period (2020-2024) demonstrates a con-
tinuous increase in both interest income and op-
erating income, resulting in total revenues reaching
KM 744.2 million as of 31 December 2024. The
structural analysis reveals that interest income
consistently accounted for the dominant share of
total revenues throughout the observed period,
exceeding 60% in each year and reaching 62.9% at
the end of 2024. In contrast, operating income,
generated from payment service fees, foreign ex-
change transactions, off-balance-sheet activities,
and loan-related fees, accounted for less than 50%
of total revenues, with a recorded share of 37.1%
as of 31 December 2024.

According to data from the European Banking
Authority (EBA, 2023), net interest income has
historically constituted the largest component of

European banks’ net operating income, accounting
for approximately 60%, while non-interest income
represents less than one-third. By contrast, U.S.
banks rely more heavily on non-interest income,
which, following the global financial crisis, ac-
counted for nearly half of total operating revenues.
This structural divergence highlights fundamental
differences in the business models of European
and American banks.

Such a revenue structure indicates a strong
dependence on interest-bearing activities, which,
in an environment of fluctuating interest rates and
evolving regulatory requirements, may pose risks
to the sector’s stability and long-term profitability.
The relatively lower share of operating (non-
interest) income suggests insufficient diversification
of revenue sources, thereby limiting banks’ resilience
to market shocks. Therefore, despite the stable
growth in total revenues, the banking sector of

2The 2019 column in Table 1 is shown solely as the open-ing comparator for the first 2020 horizontal change; (the analytical period 2020-2024).
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the Republic of Srpska remains primarily reliant requiring additional strategic attention, particularly

on a traditional lending-based business model. in the context of potential regulatory pressures
The further development of non-interest income and the ongoing transformation of the financial
streams and digital innovation represents an area market.

Table 4

Income Statement of the Banking Sector of the Republic of Srpska for the Period 2020-2024

Income Statement of the Banking Sector of the Republic of Srpska in million BAM
20200 7 2021, 7 2022 7 2023. "7 2024
Amount % Amount % Amount % Amount % Amount %

DESCRIPTION

1. INTEREST INCOME AND SIMILAR INCOME

a) Interest income and similar income 294.7 64.1 308.2 619 3296 60.0 4094 63.0 468.1 629
b) Operating income 1649 359 190.0 38.1 219.6 40.0 240.8 37.0 276.2 37.1
2. TOTAL INCOME (1.a + 1.b) 459.6 100 498.2 100 549.2 100 650.2 100 7442 100
3. EXPENSES

a) Interest expenses and similar expenses 58.8 14.6 57.9 15.5 50.3 12.7 56.8 12.9 78.6 16.6
b) Business and direct expenses 104.2 259 69.8 18.7 96.5 243 1043 236 97.9 20.6
v) Operating expenses 239.8 59.5 2457 65.8 2494 629 280.1 63.5 298.1 628
4. TOTAL EXPENSES (3.a +3.b +3.v) 402.8 100 373.5 100 3963 100 441.2 100 4745 100
TOTAL INCOME — TOTAL EXPENSES (2.- 4.) 56.9 124.7 152.9 209.0 269.7
PROFIT BEFORE TAX 67.5 1324 152.9 209.0 269.7

LOSS 10.6 7.7 0.0 0.0 0.0

TAXES 6.6 10.4 13.3 19.7 22.8

Profit arls-lng from |ncreas-e |r-1.d-eferred tax assets and 29 25 08 13 1.1
decrease in deferred tax liabilities

.Loss ar|5|f1g from decreas‘e |r4|.d.eferred tax assets and 03 13 11 14 0.9
increase in deferred tax liabilities

NET PROFIT 60.8 122.8 139.3 189.3 247.2

NET LOSS 8.0 7.3 0.0 0.0 0.0

Note3. Author’s presentation based on data from the Banking Agency of the Republic of Srpska, Reports on the
Condition of the Banking Sector of the Republic of Srpska.

4.1. Capital Adequacy and Stability For contextual reference, selected EU and ECB
capital indicators are provided. However, differences

The data indicate a sustained strengthening of in supervisory scope, sample composition, defini-

the capital base within the banking sector. Throughout tions, and regulatory frameworks prevent direct
the observed period, the regulatory capital ratio comparison between the Republic of Srpska banking
ranged from 19.2% to 21.1%, which significantly ex- sector and ECB-supervised banks. According to
ceeds the minimum regulatory requirement of 12%. the European Central Bank, the average Common
In 2024, the Tier 1 capital ratio reached 20.0%, and Equity Tier 1 (CET1) ratio for banks under direct
the Common Equity Tier 1 (CET1) ratio was 19.9%, ECB supervision was 15.86% in the fourth quarter
both reflecting ongoing growth and stability. The of 2024. This figure is presented solely for context
leverage ratio ranged from 9.7% to 11.5%. These and is not directly comparable to the Republic of
margins suggest no aggregate capital shortfall in the Srpska ratios (ECB, 2025). Similarly, the average
year-end data. However, these figures should not be total capital ratio for euro area banks was 19.99%
interpreted as evidence that all individual banks during the same period, which aligns with regulatory
would remain adequately capitalised under adverse standards but remains below the levels observed
stress scenarios. in banks in Bosnia and Herzegovina (ECB, 2025).

3Table 4 reports profits of profit-making banks and losses of loss-making banks separately. Accordingly, the 2020 “net profit” of BAM 60.8 million and
“net loss” of BAM 8.0 million imply a net sector result of BAM 52.8 million; for 2021, BAM 122.8 million less BAM 7.3 million yields BAM 115.5
million. Table 4 uses these net sector results, which explains the apparent difference between Table 9.
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Table §

Financial Performance Indicators of the Banking Sector of the Republic of Srpska - Capital Adequacy and Stability

(2020-2024)
Key Financial Performance Indicators 2020 | 2021 | 2022 | 2023 | 2024
1. Capital Adequacy and Stability in milion BAM and %
Total Risk Exposure Amount (Risk-Weighted Assets (RWA))| 5,267.2 | 5,252.7 |5,382.6 |5,668.2 |6,563.4
Regulatory Capital 1,018.2 [1,005.8 |1,089.3 |1,188.3 |1,386.8
Surplus (+) / Shortfall (—) of Regulatory Capital 386.2 375.8 4433 508.3 598.8
Regulatory Capital Ratio (min. 12%) 19.3% | 19.2% | 20.2% | 21.0% | 21.1%
Tier 1 Capital 922.9 962.0 |1,043.4 |1,130.0 |1,309.9
Surplus (+) / Shortfall (—) of Tier 1 Capital 448.9 489.0 559.4 620.0 718.9
Tier 1 Capital Ratio (min. 9%) 17.5% | 183% | 19.4% | 19.9% | 20.0%
Common Equity Tier 1 (CET1) Capital 916.9 956.0 |1,037.4 |1,124.0 |1,303.9
Surplus (+) / Shortfall (—) of Common Equity Tier 1 Capita 560.9 601.0 674.4 741.0 860.9
Common Equity Tier 1 (CET1) Ratio (min. 6.75%) 17.4% | 182% | 193% | 19.8% | 19.9%
Leverage Ratio (min. 6%) 10.4% 9.7% | 10.3% | 10.8% | 11.5%

Note. Author’s presentation based on data from the Banking Agency of the Republic of Srpska, Reports on the

Condition of the Banking Sector of the Republic of Srpska.

4.2. Profitability and Efficiency

The banking sector in the Republic of Srpska
demonstrated substantial profitability growth during
the observed period. Return on Assets (ROA) in-
creased from 0.6% in 2020 to 2.4% in 2024, while
Return on Equity (ROE) rose from 5.1% to 17.7%.

The Net Interest Margin (NIM) followed a consistent
upward trajectory, rising from 2.9% to 3.8%, which
indicates an improved ability of banks to generate
income from interest-bearing activities. The Cost-
to-Income Ratio (CIR) declined from 65.6% in
2020 to 49.2% in 2024, signifying enhanced opera-
tional efficiency within the sector.

Table 6
Key Financial Performance Indicators of the Banking Sector of the Republic of Srpska - Profitability and Efficiency
(2020-2024)
Key Financial Performance Indicators 2020 2021 2022 2023 2024
2. Profitability and Efficiency in %
ROA (Return on Assets) 0.6% 1.3% 1.5% 2.0% 24%
ROE (Return on Equity) 5.1% 10.4% 11.9% 14.9% 17.7%
NIM (Net Interest Margin) — net interest income /
2.9% 2.8% 3.0% 3.6% 3.8%
average net assets
Operating income / average net assets 2.0% 2.1% 2.3% 2.5% 2.7%
CIR (Cost-to-Income Ratio) — operating expenses
65.60% 62.15% 55.78% 52.23% 49.22%
relative to operating income

Note. Author’s presentation based on data from the Banking Agency of the Republic of Srpska, Reports on the

Condition of the Banking Sector of the Republic of Srpska.
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For contextual purposes, selected profitability
indicators for ECB-supervised banks are also re-
ported, but the comparison is descriptive and
non-harmonized. According to data from the Eu-
ropean Central Bank, the average ROA of banks
under direct ECB supervision amounted to 0.67%
in the fourth quarter of 2024, while the average
ROE stood at 9.54% (ECB, 2025). The net interest
margin of European banks ranged between 1.8%
and 2.5% during the same period, whereas the
average Cost-to-Income Ratio (CIR) was 55%,
reported here as contextual information rather
than as evidence of a relative performance rank-

ing.
4.3. Credit Risk

Data show that credit risk in the banking
sector of the Republic of Srpska remained stable
during the observed period, with improvements
in specific segments. The Non-Performing Assets
(NPA) ratio ranged from 2.1% to 3.1%, indicating
amoderate level of credit risk exposure. Similarly,
the Non-Performing Loans (NPL) ratio fluctuated
between 3.6% and 5.2%, suggesting that risk ex-
posure was effectively managed.

Coverage of NPA and NPL by Expected Credit
Loss (ECL) provisions exhibited a slight downward
trend during the observed period. For instance,
the NPA coverage ratio declined from 81.5% in
2020 to 71.1% in 2024, while ECL coverage of
total assets decreased from 4.0% to 2.9%. Similarly,
the NPL coverage ratio fell from 80.8% to 71.4%,
and ECL coverage of total loans declined from
6.5% to 4.9%. These trends indicate that, although
banks maintain substantial reserves for potential
losses, the declining coverage ratios require ongoing
monitoring.

The NPL-change indicator recorded a sligThe
NPL-change indicator increased slightly during
the observed period, rising from -1.8% in 2020
to 0.4% in 2024. However, this level remains con-
sistent with a sound loan portfolio, with only a
modest increase in the final year. The Texas coef-
ficient, as defined by ABRS (gross NPL divided
by the sum of balance-sheet capital and ECL for
NPL), declined from 22.3% in 2020 to 15.0% in
2024, reflecting an improved capital and provision
cushion relative to NPLs.

Overall, the data confirm that credit risk in
the banking sector of the Republic of Srpska re-
mains controlled, with stable NPA and NPL ratios
and relatively high, though gradually declining,
provision coverage. The sector maintains the
quality of its loan portfolio, but ongoing monitoring
of loss coverage is essential to ensure long-term
financial stability. In the European Union, the av-
erage NPL ratio in the euro area amounted to
2.9% in the fourth quarter of 2024, while the
average coverage of NPLs by ECL provisions
stood at 73% (ECB, 2025). These figures are pre-
sented only as contextual information because
the supervisory perimeter, sample, definitions,
and reporting context are not fully harmonized;
they are therefore not used to rank the Republic
of Srpska banking sector or to infer resilience.
Credit risk in the banking sector of the Republic
of Srpska, as reflected in NPA/NPL ratios and
relatively high provisioning coverage, remains at
an acceptable level. A comparative analysis with
EU banks indicates that the sector demonstrates
a competitive capacity for credit risk management.
Nevertheless, continuous monitoring of provi-
sioning coverage and loan portfolio quality remains
essential for preserving long-term financial sta-
bility.
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Table 7

Key Financial Performance Indicators of the Banking Sector of the Republic of Srpska - Credit Risk (2020-2024)

Indicator (%) 2020 2021 2022 2023 2024
NPA ratio 3.10 2.20 2.10 2.10 2.20
NPA coverage with ECL 81.50 81.90 74.60 76.10 71.10
ECL / total assets 4.00 3.30 2.90 3.10 2.90
NPL ratio 5.20 4.00 3.70 3.60 3.70
NPL coverage with ECL 80.80 81.60 73.50 75.60 71.40
ECL / total loans 6.50 5.70 5.00 5.20 4.90
NPL change / relevant gross performingloans | -1.80 -1.10 -0.20 0.10 0.40
Texas coefficient 22.30 17.40 15.50 15.00 15.00

Note?. Author’s presentation based on data from the Banking Agency of the Republic of Srpska, Reports on the

Condition of the Banking Sector of the Republic of Srpska.

The aggregate credit-risk indicators support a
limited conclusion: there is no evidence of widespread
deterioration across the 2020 to 2024 period.
However, the observed increase in the NPL-change
indicator and the decline in coverage ratios in 2024
indicate a need for enhanced monitoring. These
findings do not confirm the absence of concentrated
or institution-specific credit risk.

4.4. Liquidity Risk

An examination of liquidity risk indicators for
the banking sector of the Republic of Srpska during
the five-year period from 2020 to 2024 indicates
overall stability in the sector’s liquidity position. Ob-
served fluctuations are primarily attributable to
changes in interest rates and variations in deposit
inflows from both households and the corporate sec-
tor.

The Liquidity Coverage Ratio (LCR) consis-
tently exceeded the regulatory minimum require-
ment of 100% throughout 2020 to 2024. The
highest LCR was recorded in 2023 at 236.1%,

with subsequent years ranging from 200.30% to
221.30%. The Net Stable Funding Ratio (NSFR),
introduced into the liquidity regulatory framework
in 2021, measures the ratio of available stable
funding to required stable funding, ensuring that
stable assets are financed through stable sources
such as appropriate liability and capital compo-
nents. During the observed period, the NSFR
ranged from 161.10% to 168.2%, significantly
surpassing the prescribed minimum of 100%.
The ratio of liquid assets to net total assets fluc-
tuated between 22.9% and 28.7%, peaking in
2021, followed by a slight decline and subsequent
stabilization at approximately 25-26%.

The LCR consistently remained above the
100% minimum, increasing from 200.3% in 2020
to 211.6% in 2024, with a peak of 236.1% in
2023. The NSFR was 162.6% in 2021 and 161.1%
in 2024. These ratios indicate regulatory compliance
at aggregate reporting dates; however, they do
not necessarily reflect resilience to a confidence
shock.

*ABRS definitions are used. “NPL change indicator” is the increase/decrease in NPL relative to the comparative period over the relevant gross per-
forming-loan base. Texas coefficient = gross NPL / (balance-sheet capital + ECL for NPL). For NPA, NPL and ECL-coverage indicators, the
ABRS-reported definitions were applied consistently across the available 2020-2024 year-end series; no reclassification or imputation was per-

formed.
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Table 8

Key Financial Performance Indicators of the Banking Sector of the Republic of Srpska - Liquidity and Financial

Stability (2020-2024)

Key Financial Performance Indicators

2020 | 2021 | 2022 | 2023 | 2024

4. Liquidity and Financial Stability

in %

LCR (Liquidity Coverage Ratio) (min > 100%)

200.30%)| 202.30%| 221.30%]| 236.10%| 211.60%

NSFR (Net Stable Funding Ratio) (min > 100%)

- 162.60%| 167.20%| 168.2%| 161.10%

Liquid Assets / Net Assets*

22.90%)| 28.70%| 27.40%| 25.70%| 25.80%

Liquid Assets / Short-Term Financial Liabilities*

33.80%]| 40.70%| 38.70%| 38.70%| 37.70%

Short-Term Financial Liabilities / Total Financial Liabilities

77.40%]| 80.00%| 80.90%| 76.70%| 79.50%

Loans / (Deposits and Borrowings)

76.40%| 69.70%| 69.80%| 71.60%| 74.20%

Note. Author’s presentation based on data from the Banking Agency of the Republic of Srpska, Reports on the
Condition of the Banking Sector of the Republic of Srpskas.

An examination of the ratio of liquid assets to
short-term liabilities demonstrates that banks have
maintained sufficient liquid assets to cover a substantial
portion of their short-term obligations, despite a
slight decline observed during 2023-2024. The
highest value was recorded in 2021 (40.7%), after
which the indicator followed a moderate downward
trend. Short-term financial liabilities represented
between 77.4% and 80.9% of total financial liabilities
throughout the observed period, reaching 79.5% in
2024. While the relatively high proportion of short-
term liabilities in total liabilities may indicate potential
liquidity risk, this exposure is mitigated by consistently
high levels of the Liquidity Coverage Ratio (LCR)
and Net Stable Funding Ratio (NSFR).

The liquidity of the banking sector in the Republic
of Srpska, measured by the ratio of gross loans to
deposits plus borrowed funds, ranged from 69.7%
to 76.4% during the observed period, reaching
74.20% as of 31 December 2024. In comparison,
the European Union average Liquidity Coverage
Ratio (LCR) exceeded 160% during the same period,
according to European Banking Authority (EBA)
data (European Banking Authority, 2024). The bank-
ing sector of the Republic of Srpska thus recorded
significantly higher levels.

Short-term financial liabilities accounted for
77.4% to 80.9% of total financial liabilities during
the period, and 79.5% in 2024. This high contractual

short-term share is considered a warning signal re-

garding funding structure. However, it is not incon-
sistent with a large household-deposit base, as retail
deposits may remain behaviourally stable despite
being contractually short-term. Due to the lack of
detailed aggregate data on depositor concentration,
insured versus uninsured balances, behavioural ma-
turity, and potential outflows under stress, this
analysis does not infer confidence-shock resilience
based solely on high LCR or NSFR values.

Figure 1

Liquidity Trends in the Banking Sector of the Republic
of Srpska (2020-2024), as Measured by the LCR and
NSER Indicators

LIQUIDITY REGULATORY RATIOS

236.1%

221.3%
220 216%
200.3% 202.3%
200

180
160 o 167.2% 168.2% e

162.6% 161.1%
140

120 NA

100

—&~ LCR (minimum =100%) -~ NSFR (minimum =100%)

0
2020 2021 2022 2023 2024

Note. Author’s presentation based on data from the
Banking Agency of the Republic of Srpska, Reports
on the Condition of the Banking Sector of the
Republic of Srpska®

$ NSFR is reported as N/A for 2020 because comparable supervisory reporting was not yet available; ABRS required reporting from 31 December

2021 and application of the 100% minimum from 31 December 2022

6 Note. NSFR for 2020 is unavailable and is shown as N/A; no line is drawn from a zero value.
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4.5. Sustainability of Growth

The data demonstrate a consistent expansion of
the banking sector during 2020-2024. Total assets,
deposits, and loans all increased, and both average
capital and net profit exhibited substantial growth.

Table 9

Household deposits continued to represent a sig-
nificant component of sector funding. These trends
collectively indicate an expansion in business volume.
The implications for financial stability are evaluated
in conjunction with capital, liquidity, and credit-
risk indicators in the following analysis.

Key Financial Performance Indicators of the Banking Sector of the Republic of Srpska - Growth Sustainability (2020-2024.)

Key Financial Performance Indicators

2020 | 2021 | 2022 | 2023 | 2004

5.Growth Sustainability and Market Position

in milion BAM and %

Total (Net) Assets of the Sector

8,508.6| 9,551.3| 9,757.2| 10,030.6 10,855.8

Total Risk Exposure Amount (TREA)

5,267.2| 5,252.7| 5,382.6| 5,668.2| 6,563.4

Credit Risk

4,525.5| 4,738.0] 4,850.4] 5,088.5] 5,921.3

Market Risk (Foreign Exchange Risk)

94.9 70.1 54.8 31.4 7.7

Operational Risk

646.8 444.7 477.4 548.3 634.3

Total Deposits

6,515.2| 7,498.6| 7,595.2| 7,740.1| 8,354.2

Share of the Household Sector in Total Deposits

59.20%)| 55.70%)| 53,80%| 59,30%)| 60,7%

Total Loans

5,493.8| 5,705.1| 5,792.9] 6,056.5| 6,695.2

Net Profit

52.8 115.5 139.3 189.3 247.2

Average Net Assets

8,267.4| 9,088.9| 9,405.8| 9,691.7| 10,363.3

Average Total Capital

1,028.4( 1,115.4| 1,169.2] 1,272.2| 1,399.2

Note’. Compiled by the author based on data from the Banking Agency of the Republic of Srpska, Reports on
the Condition of the Banking Sector of the Republic of Srpska.

4.6. Consolidated Assessment of
Supervisory Indicators

Table 10 presents a consolidation of the prin-
cipal indicators utilized in the assessment and
clearly differentiates between binding regulatory
benchmarks and the actual indicator values. Col-
lectively, the consolidated indicators for the 2020-
2024 period suggest a favourable financial position
for the banking sector of the Republic of Srpska.
Furthermore, the aggregate indicators at the end
0f 2024 do not signal immediate, broad-based fi-
nancial distress at the sector level. Capital and

liquidity indicators remain above regulatory min-
imums, and trends in profitability, efficiency, and
asset quality generally demonstrate improvement
relative to the beginning of the observed period.
However, lower non-performing loan (NPL) cov-
erage, a positive NPL-change indicator in 2024,
and a high proportion of short-term financial li-
abilities are factors that require ongoing moni-
toring. The overall assessment highlights the ne-
cessity of preventive supervision and timely in-
tervention to address potential vulnerabilities
before recovery or financial restructuring measures
become required.

7“Foreign-exchange risk” is a component of market-risk exposure in the ABRS presentation and is not used here as a synonym for total market risk.
Net profit in this table is the net sector result (profit of profitable banks less losses of loss-making banks).
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Table 10

Consolidated Supervisory Indicator Dashboard, 2020-2024: Benchmarks, Direction of Change, and 2024 Assessment

Direction
i h
Indicator 2020 (2021 (2022 (2023 [2024 |Benchmark 2020-2024 2024 assessment
Regulatory capitalratio (%) |93 (192 |202 (210 [21.1 [|»12% 1 Above regulatory minimum
CET1 ratio (%) 174 182 (193 |[19.8 [19.9 ([26.75% 1 Above regulatory minimum
Leverage ratio (%) 104 (9.7 |103 [10.8 |11.5 |>6% 1 Above regulatory minimum
ROA (%) 06 |13 lis leo |oa N<') %egulatory N Improved profitability
minimum
ROE (%) s1 |04 119 |149 |177 N? xtegulatory N Improved profitability
minimum
o . -
() 65.60 |62.15 [55.78 [52.23 |49.22 [Anatieal ) Improved efficiency
lower is better
NPL ratio (%) S2 |40 (37 (3.6 (3.7 |Analytical l Lower than 2020; slight rise vs 2023
NPL coverage (%) 80.8 |(81.6 |(73.5 |75.6 |71.4 |Analytical l ‘Warning signal: lower coverage
NPL change indicator (%) 18 |11 |02 |01 |04 |Analytical 1 Warning signal: positive value
Texas coefficient (%) 23 174 l1s5 150 |150 AnalytAlcal; ! Improved vs 2020
lower is better
LCR (%) 200.3 [202.3 [221.3 [236.1 |211.6 |>100% 1 Above regulatory minimum
NSEFR (%) >100% from Above minimum; 2020 not
N/A [162.6 |167.2 |168.2 |161.1 31.12.2022 N/A comparable
Short-term financial liabilities Analytical; no Funding-structure warning: high share
/ total financial liabilities (%) [77.4 (80.0 [80.9 [76.7 |79.5 |regulatory 1
minimum

Note. Author’s compilation based on ABRS year-end reports for 2020-2024°.

S. Discussion

At the aggregate year-end level, capital and
liquidity ratios remained above applicable regulatory
minima, profitability improved, efficiency strength-
ened, and the NPL ratio at the end of 2024 was
below its 2020 level. These findings do not support
the presence of immediate, broad-based sectoral dis-
tress. However, lower NPL coverage, renewed positive
NPL migration, and a high proportion of short-
term financial liabilities warrant preventive supervisory
attention.

Capital adequacy. The results indicate that the
regulatory capital ratio, Tier 1 ratio, and CET1 ratio
consistently exceeded the prescribed minimum levels,

confirming the strong capital position of the banking
sector. This evidence supports the view that substantial
capital buffers enhance loss-absorption capacity and
reduce the likelihood that adverse shocks will lead
to restructuring episodes. Comparisons with banks
under direct ECB supervision further reinforce this
interpretation. However, the literature cautions that
strong capital ratios alone do not eliminate all future
vulnerabilities.

This interpretation aligns with the literature,
which identifies capital and profitability as key mech-
anisms for loss absorption and internal capital gen-
eration, while also emphasizing the significance of
liquidity structure, asset quality, governance, and
supervisory action in determining vulnerability (Ca-

§ Note: 1 increase; | decrease; N/A = unavailable/not comparable. Direction refers to the change between 2020 and 2024, except for NSER, for
which a full-period comparison is not possible because the 2020 value is unavailable. For analytical indicators without binding regulatory minima,
the assessment is based on the direction and prudential interpretation of the indicator.
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parusso et al., 2023; Adrian et al., 2023; Baudino et
al, 2024).

Credit risk. Credit risk presents a more nuanced
outcome. The available aggregate indicators do not
demonstrate broad-based deterioration in credit
risk during the analysed period. However, weaker
coverage and a positive NPL-change indicator
warrant ongoing supervisory attention. Euro-area
indicators serve solely as contextual, non-harmonised
reference points and are not intended to rank relative
credit-risk performance. While these findings do
not necessarily indicate structural weakness, they
underscore the need for continuous supervisory
attention to provisioning trends and loan portfolio
quality.

International comparisons are provided solely
for contextual purposes. Differences in supervisory
perimeter, bank size, accounting definitions, macroe-
conomic structure, and funding composition limit
direct comparability between the Republic of Srpska
and ECB-supervised institutions. Consequently, ob-
served ratios are not used to rank the domestic
sector as stronger, weaker, more competitive, or fully
aligned with international peers.

Collectively, the results suggest that growth in
assets, deposits, loans, profit, and capital during
2020-2024 was not accompanied by material dete-
rioration in the selected capital, liquidity, asset-
quality, and profitability indicators. The aggregate
indicators do not provide evidence of immediate,
broad-based sectoral distress that would indicate re-
structuring-related concerns during the observed
period. Nevertheless, the increase in total risk
exposure in 2024, the predominance of credit risk,
and continued reliance on short-term funding
highlight the necessity for ongoing and preventive
supervision to maintain financial stability and re-
silience.

The liquidity findings require a balanced inter-
pretation. While a predominantly deposit-funded
system can offer a granular funding base, contractual
short maturities and depositor concentration may
still introduce rollover or confidence risk. In the ab-
sence of bank-level maturity ladders, data on insured
and uninsured deposit shares, depositor concentration,
and stress-outflow assumptions, the appropriate
conclusion is that regulatory compliance was achieved
at the reporting dates. However, there remains a
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need for ongoing review of funding concentration
and liquidity stress.

The empirical contribution of the analysis for
the 2020-2024 period lies in the systematic assess-
ment of trends in key indicators of the financial
condition of a small, bank-centered financial system
during a period marked by the pandemic shock, in-
flation, interest-rate adjustment, and subsequent
balance-sheet growth. The results provide a trans-
parent empirical basis for assessing financial stability
and identifying potential vulnerability signals in a
timely manner, underscoring the importance of
continuous preventive supervision so that potential
vulnerabilities can be identified and addressed before
recovery or financial restructuring measures become
necessary.

6. Conclusions and Implications

The selected aggregate year-end supervisory in-
dicators do not indicate immediate or widespread
financial distress in the banking sector of the Republic
of Srpska at end-2024. Capital and liquidity ratios
remained above regulatory minima, while profitability
and efficiency improved during 2020-2024. The
non-performing loan (NPL) ratio also remained
below its 2020 level.

However, several indicators require increased
supervisory attention. NPL coverage declined com-
pared to 2020, the NPL-change indicator turned
positive in 2023-2024, and short-term financial lia-
bilities continued to represent a significant proportion
of total financial liabilities. These factors serve as
early-warning signals within the decision matrix,
rather than evidence necessitating sector-wide financial
restructuring.

Accordingly, the findings support the descriptive
research proposition within the scope of the applied
analytical framework: the selected aggregate indi-
cators do not demonstrate a simultaneous and sig-
nificant deterioration in solvency, liquidity, asset
quality, and profitability that would indicate im-
mediate and widespread financial distress at the
sector level during the observed period. This con-
clusion does not preclude vulnerabilities at indi-
vidual banks or risks that may arise under adverse
macroeconomic conditions, interest rate changes,
liquidity pressures, or deterioration in credit port-
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6.1. Theoretical Implications

The principal contribution of this paper is the
contextual empirical assessment of aggregate super-
visory indicators for the banking sector of the
Republic of Srpska during 2020-2024. The analysis
organizes recent supervisory evidence for a relatively
under-researched, small, bank-centered financial sys-
tem across five analytical dimensions, providing a
structured descriptive framework for interpreting
aggregate warning signals. The study clarifies the
conceptual distinctions among observed stability,
vulnerability, preventive supervision, recovery, and
financial restructuring. Empirical findings indicate
that the selected aggregate indicators at end-2024
do not signal immediate, broad-based financial
distress at the sector level. However, declining NPL
coverage, a positive NPL-change indicator, and a
high share of short-term financial liabilities are
specific signals warranting enhanced supervisory
monitoring. The study also provides a consistent
2020-2024 sector-level data series and a transparent
benchmark and decision matrix.

6.2. Managerial, and Policy Implications

For supervisory authorities, the most relevant
triggers include deterioration in asset quality and
provisioning coverage, reduced headroom above
capital or liquidity requirements, and evidence of
funding concentration. A sustained increase in the
NPL-change indicator combined with declining cov-
erage should prompt enhanced portfolio monitoring
and a more detailed provisioning review. A significant
decline in the liquidity coverage ratio (LCR) or net
stable funding ratio (NSFR), or increased funding
concentration, should prompt targeted liquidity sen-
sitivity analysis and stress testing. Breaches or near-
breaches at individual institutions require bank-
specific recovery and supervisory measures, which
cannot be inferred from sector averages.

For bank management, the findings support
maintaining capital headroom, enhancing forward-
looking credit risk monitoring, regularly validating
expected credit loss (ECL) assumptions, and diver-
sifying sources of stable funding. High aggregate
LCR and NSFR should be supplemented by internal
monitoring of depositor concentration, behavioral
maturity, uninsured balances, and contingency
funding capacity.

For economic policymakers and monetary or
financial authorities, the results support further de-
velopment of macroprudential and data infrastructure
that links bank-level exposures with macroeconomic
conditions. Improved availability of quarterly and
institution-level indicators would facilitate direct as-
sessment of concentration, real estate and sovereign
exposures, interest rate risk, currency risk, intercon-
nectedness, and credit growth relative to economic
activity.

These recommendations are based on the ob-
served evidence and are preventive in nature. They
should be viewed as operational steps for identifying
a transition from standard monitoring to enhanced
supervision, rather than as a call for sector-wide re-
structuring.

6.3. Limitations and Suggestions for
Future Research

The main limitation of the study is its reliance
on aggregated sector-level data and publicly available
official reports, which do not allow for insight into
differences across individual banks, ownership struc-
tures, governance arrangements, Or supervisory as-
sessments. Sector averages can conceal heterogeneity
across banks, concentrated exposures, funding con-
centration, or institution-specific weaknesses, while
year-end data can conceal intra-year volatility. The
analysis is descriptive and non-causal and does not
include bank-level dispersion, stress testing, sensitivity
analysis, forward-looking scenarios, or a full set of
macroeconomic and macroprudential indicators. In
addition, the observed period reflects specific macroe-
conomic circumstances and may not fully capture
longer-term trends.

Comparisons with ECB-supervised banks are
only contextual because samples, reporting dates, and
definitions are not fully harmonized. Regulatory defi-
nitions and reporting requirements also evolved during
the period, most visibly for NSFR, which is therefore
reported as N/A for 2020. Favorable historical ratios
cannot be used to infer resilience directly.

Future research could therefore use bank-level
panel data, stress-testing approaches, and comparative
analysis with other banking sectors in Southeast Eu-
rope. It would also be useful to examine more closely
the relationship between early warning indicators,
supervisory actions, and the timing of restructuring
needs.
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IToxasaresn puHAHCHjCKe CTaGHAHOCTH GaHKapCKOT cekTOpa Pemybanke Cpricke:
A€CKPHITHBHA OIljeHa CHTHAAQ 32 PeCTPYKTypHpame

Aparana Byjuravh-Credanosuh

Yrusepsurer y Bamoj Ay, ExoHomcku daxyaret, Majke Jyrosuha 4, 78000 Bara Ayka, Bocra i Xeprjerosusa

Kayune pujeun:

banxapcku cekmop,

nokaszamenu guHarcujcke cmabuAHocmu,
Punarcujcko pecmpykmypuparse,
cynepsusopcku nodayt,

CUZHAAU PAHOZ YNO30petsa

JEL xaacudukanmja: M21, G21, G32,
G34

Y pady ce daje deckpunmusna oyjena nokasamena gunaHcujcke cma-
buinocmu U pecmpykmypupara baukapckoe cekmopa Penybauxe
Cpncke 3a nepuod 2020-2024. 200une, Ha 0CHOBY Azpe2amHux cy-
nepsusopckux nodamaxa ca Kpaja 200une koje objasmyje Azenyuja
3a banxapcmeo Peny6auxe Cpncke. Y ckaady ca domahum nponucuma
0 pecmpykmypuparsy banaxa u mehynapoonum cmandapouma, $u-
HaHcujcko pecmpykmypupare deuHulite ce Kao ckyn sanpednux
MJEPa yCMjepeHUX HA 04Y6abe KPUMUUHUX PYHKYUjA U PuHaHCUjcKe
cmabunocmu kada yobuuajere cynepeusopcke mjepe u mjepe onopaska
Hucy dosowre. Hcmpaxusarse npumjersyje deckpunmusuy u xomna-
PAMUBHY GHAAU3Y, YKAYHYjyRL XOPUOHMANHU U BEPIMUKAAHL NPUCIIYN,
padu oyjene Kpemarba nokaszamena A0eK8AMHOCMY KANUMAAA, NPO-
PumabusHocmu, ePuKacHOCHLL, KEAAUMEMA AKMUse, AUKUOHOCIMU
u pacma, y3 nopeherve ca peAesaHmMHUM Pe2yAGIMOPHUM U AHAMUINUHKUM
pedepenmuum spujednocmuma. Pesyamamu yKasyjy Ha 6uUcoxy adek-
BATNHOCT KANUMAAG, CTABUAHY AUKBUOHOCT, nobosiuare npodu-
mabusHocmu u ePuKacHocmu me cmarserve yueuha HeK8aAumemnux
kpeduma ca 5,2% y 2020. na 3,7% y 2024. 200unu. Mehymum,
CMarberve NOKPUBEHOCINY HEKBAAUMEMHUX Kpeduma, muxos bidzu
pacmy 2024. 200unu u 3HauajHo yueuhe KpamKOPOHHUX PUHAHCUTCKUX
obasesa ykasyjy Ha nompe6y 3a KOHMUHYUPAHUM CYNepeU30pCKUM
onpesom. Azpezamnu nodayu He yKasyjy Ha Henocpedre, WupoKo pac-
npocmparsene nomewkohe y banxapckom cekmopy kpajem 2024.
200une. Fnax, y ycrosuma nosehare makpounarcujcke HeusgjecHocmu,
KoHmuryuparo npaherse u 6AG208peMeHe NPeseHIMUBHE Mjepe HEONXOOHU
Cy 30 omKAAtbAtbe PArUBOCY NIPUje Hezo WMo ce jasu nompeba 3a
Mjepama onopaska uiu pecmpykmypuparea. cmpaicusarse npyxa
MPAHCNAPERMHY, KOHIMEKCMYAAHO Ymemeery Oyjery HOBUjUX cy-
NepeU3OPCKUX N00AMAKa y MAAOM GUHAHCUJCKOM CUCIEMY Y KOjem
domunupajy barke. Bydyhu da ce anarusa 3acnusa na azpezamuum
n00ayuma Ha HUBOY CEKMOPA, PESYAMAMU HE UCKAYHY]Y parusocmu
nojedunauHux 6anaxa Humu nomephyjy omnopHocm y HenosoLHUM
CIPECHUM YCAOBUMA.

©CCBY-NC-ND 4.0.

111




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


