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OeNB 2025 solvency stress test

Austrian banking sector remains resilient

The results of the OeNB’s 2025 solvency stress test indicate that the Austrian banking sector can with-
stand a severe macroeconomic shock. Favorable interest rates have allowed banks to build up capital,
which serves as a buffer against future losses. At the individual bank level, the situation is heterogenous,
however: Not all banks have strengthened their capital positions, and credit risk, especially from commercial
real estate exposures, remains high. Supervisors will continue to closely monitor the banks that are espe-
cially exposed to these risks.

Still, banks need to act prudently, especially in profit distribution, given sluggish economic growth in
Austria, rising credit costs and persistent geopolitical tensions. This year's more positive stress test
outcome rests heavily on supportive interest rates. However, the current margin levels will not be
sustainable. We project that net interest margins will decline over - and, possibly, beyond - the three-
year scenario horizon from 2025 to 2027. At the same time, banks will be required to meet stricter
provision requirements for loans that have remained nonperforming for an extended period. Finally, risks
that cannot be quantified, such as the risk of cyberattacks, are increasing, but not included in the stress
test.

Results in detail and risk drivers

The Austrian banking sector’s aggregate common equity tier 1 (CET1) ratio increases by 2.4 percentage
points in the baseline scenario, but declines by 4.7 percentage points in the adverse scenario, landing at
13.0% at the end of 2027. The following waterfall charts show the most important risk drivers and their
contribution to changes in the CET1 ratio in both the baseline and the adverse scenario.

In the baseline scenario, net interest income contributes 12.1 percentage points to the 2027 CET1
ratio. Even though credit risk losses are rising over the stress test horizon, they only reduce capital by 2.1
percentage points. Banks benefit from income generated by equity participations in other banks or non-
financial corporations, which contribute 0.3 percentage points to the 2027 CET1 ratio.
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In the adverse scenario, credit risk losses reduce capital by 7.2 percentage points, i.e. by 5.1 percentage
points more than in the baseline. Like last year, commercial real estate exposures were specifically
shocked. Also, the positive impact of equity participations banks hold in other entities turns negative.
Moreover, writedowns of book values reduce capital by another 0.7 percentage points.

At the same time, the contribution of net interest income to capital declines by 1.1 percentage points
as funding costs increase and defaulted loans reduce interest earned. That said, net interest margins are
still relatively solid by historical comparison, now that they are slowly returning to levels observed in
2022. It must be noted that 2023 and 2024 were years when Austrian banks saw unusually high net
interest margins of about 2%. Other income components, such as fees and trading income, also contribute
less (-1.1 percentage points) in the adverse scenario than in the baseline scenario. In absolute terms,
banks’ income generation capacity (net interest income, fees, trading and participation income) shrinks
from an initial EUR 38 billion in 2024 to roughly EUR 29 billion per year on average. At the same time,
credit risk losses increase significantly, rising from an initial EUR 4 billion in 2024 to a yearly average of
about EUR 15 billion. Over the complete three-year horizon, banks generate EUR 13 billion less in income
than projected in the baseline scenario, while credit risk costs increase by EUR 28 billion. Altogether,
banks fare worse by around EUR 40 billion in the adverse scenario compared to the baseline scenario.
When we only look at the adverse scenario, banks lose roughly EUR 23 billion (or close to one-fourth) of
their capital in those three years.

Compared to the 2024 exercise, the 2025 OeNB stress test projects a smaller CET1 ratio depletion
(-4.7 vs. -5.4 percentage points). This results from a combination of several factors: Strong initial profit-
ability combined with higher interest rates results in net interest income contributing more to 2027
capitalization (+11.0 percentage points vs. +9.8 percentage points in 2024). At the same time, initial asset
quality was worse in 2025 than in 2024, and the 2025 scenario assumes a harsher downturn. Taken
together, this leads to credit risk losses reducing capital more than in 2024 (-7.2 percentage points vs.
-6.4 percentage points). Overall, improved income generation still overcompensates higher losses over
the three-year scenario horizon. Finally, the Austrian banking sector’s initial CET1 ratio was slightly better
(+0.1 percentage points) in 2025 than in 2024. Taken together, Austrian banks complete the 2025 stress
test with a higher CET1 ratio than the 2024 exercise (13.0% vs. 12.2%).

The 2025 adverse scenario assumes a severe macroeconomic downturn combined with a temporary
surge in inflation and heightened short- and long-term interest rates. To be consistent with the 2025
EBA/ECB stress test exercise, the OeNB employed the same adverse scenario for its 2025 stress test.
However, due to a deterioration in the economic outlook for Austria in the first half of 2025, we updated
the baseline scenario with the OeNB’s June 2025 forecast. The adverse scenario is characterized by
increasingly inward-looking trade policies coupled
with heightened geopolitical tensions and further
escalations of ongoing conflicts, which trigger sup-

Table 1

Selected variables in adverse scenario 2024-2027

2024 2025 2026 2027 ply-side inflationary pressures, especially for ener-

% gy prices. The adverse scenario also assumes that
GDP growth Euro area 08 23 -40 0.0 Austrian short-term interest rates rise at first but

Austria 11 -31 3.8 12 then fall slowly since monetary policy is expected
Inflati Euro area 2.4 4.5 3.3 2.0 . A A
nflation Austria 29 59 26 0.9 to react to elevated inflation rates. Long-term in-
Short-term Euroarea terest rates are assumed to rise in the first year and
interest rates 3.6 3.4 3.1 3.0 R X
Long-term Austria remain constant afterward. The following table
interest rates 28 40 39 39 summarizes selected variables for the adverse sce-
Source: OeNB, EBA. nario for the years 2024-2027:
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Compared to the 2024 adverse scenario, the cumulative GDP reduction in the 2025 adverse scenario
is more severe (-5.7% vs -5.0%). At the same time, (short-term) interest rates are assumed to be much
more favorable from banks’ perspective (3.2% on average vs. 2.6% on average in the 2024 scenario).

The OeNB conducts annual stress tests for all Austrian banks under its mandate for banking super-
vision and financial stability. The solvency stress test is designed to assess banks’ resilience to adverse
macroeconomic shocks and provides insights on both bank-specific and system-wide vulnerabilities.
Conducted in a top-down fashion, it relies on the OeNB’s ARNIE stress testing framework, which is
well-established and continuously improved. The stress test covers both significant and less significant
institutions (Sls and LSIs) at the highest consolidated level. It focuses on risks faced by the Austrian banking
sector, including spillover effects among banks, which are particularly relevant to the decentralized sector.
The 2025 stress test is based on data as of year-end 2024 and covers the period from 2025 to 2027. The
results support the OeNB’s financial stability assessment and contribute to the assessment of supervised
banks.

The OeNB'’s is continuously improving its stress testing framework ARNIE. A new regression model
has been introduced to better project individual banks’ dividend distributions - a feature most notable in
the baseline scenario. Also, we adjusted our net interest income model so that now credit spreads better
reflect changes in the macro scenario. To gauge the impact of higher provisioning requirements for
nonperforming loans that are gradually being phased in, we performed an explorative scenario analysis.
Its results inform supervisory follow-up actions with affected banks but are not included in the main
stress test results. Finally, the impact of the phasing-in of the new capital requirements regulation (CRR3)
was included in the projections. In contrast to the EU-wide stress test, these transitional effects are
included in capital depletion numbers, as they occur during the scenario horizon. Their aggregate impact
is negligible, however.

21



