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1 INTRODUCTION & GENERAL
INFORMATION

National Bank of Greece S.A. (hereinafter “NBG” or the “Bank”) is a
financial institution subject to Greek and EU banking legislation. It
was founded in 1841 and operated both as a commercial bank and
as the official state currency issuer until 1928, when Bank of Greece
was established. NBG has been listed on the Athens Stock Exchange
since 1880.

The Bank focuses on complying fully with the regulatory
requirements and ensures that these requirements are strictly and
consistently met in all countries where NBG Group (the “Group”)
operates.

In its 181 years of operation, the Bank has expanded on its
commercial banking business by entering into related business
areas. The Group operates mainly in Greece but also abroad through
its branch in Cyprus and its subsidiaries in North Macedonia, Cyprus,
Luxembourg and U.K.
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Following the respective Bank’s decision in 2021, the Group ceased
its operation in Egypt, Malta and NBG London Branch; and therefore
the NBG Egypt Branch, the NBG London Branch and the subsidiaries
NBG Malta Ltd (formerly known as NBG Bank Malta Ltd) and NBG
Malta Holdings Ltd are currently under liquidation.

The Bank, as an organization operating in a rapidly growing and
changing environment, acknowledges its Group’s exposure to
banking risks and the need for these risks to be managed effectively.
Risk management forms an integral part of the Group’s commitment
to pursue sound returns for its shareholders, maintaining the right
balance between risks and reward in the Group’s day-to-day
operations, in its balance sheet and in the Group’s capital structure
management.
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1.1 Pillar 11l Disclosure Policy

INTRODUCTION & GENERAL INFORMATION

Pillar 1ll complements the minimum regulatory capital requirements
(Pillar 1) and the Internal Capital and Liquidity Adequacy Assessment
Processes (ICAAP/ILAAP, i.e. Pillar 11). NBG is committed to publicly
disclose information in compliance with EU Regulation 575/2013 of
the European Parliament and of the Council, as well as all applicable
additional EU Regulations and EBA Guidelines, and to have adequate
internal processes and systems in place to meet these disclosure
requirements.

The Bank has established a Pillar Ill Disclosures Policy that describes
the scope, the principles and the content of public disclosures under
Pillar Ill. Moreover, the Policy defines the relevant disclosures’
governance, including the assessment of the appropriateness of the
disclosures, their verification and frequency. Disclosures on a
consolidated basis provide (inter alia) information on capital
structure, capital adequacy, risk profile, and the processes in place
for assessing and managing risks.

The Bank is firmly committed to best practices regarding public
disclosures and recognizes that Pillar Ill provides an additional layer
of market information and transparency, hence contributing to
financial stability. Additional information for investors and other
stakeholders (regarding e.g. the members of the management body,
the Corporate Governance Code etc) is to be found in the Bank’s
website www.nbg.gr.

The objectives of the Pillar Il Disclosures are:

e To provide investors and other stakeholders with the
appropriate, complete, accurate and timely information that
they reasonably need to make investment decisions and
informed judgements of NBG Group;

e To foster and facilitate compliance with all applicable legal and
regulatory requirements.

The Pillar Ill Disclosures Policy:

e  Formulates the disclosure framework, including frequency,
location, monitoring and verification process for disclosures;

o Defines the authorities and responsibilities for the
management of the Pillar Ill process;

e Articulates the principles for identifying information that is
material, confidential and proprietary;

e  Raises awareness of the Bank’s approach to disclosure among
the Board of Directors, Senior Management and Employees.


file://///F003701001/FILES/NBGAPPS/CREDITRISK/PILLAR%20III/2019/03.2019/www.nbg.gr
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2 REGULATORY FRAMEWORK &
RECENT DEVELOPMENTS

2.1 Regulatory Framework

2.1.1 The Main Pillars

Several steps have been made towards the European Banking Union
(mandatory for all euro area States). The following are the Banking
Union’s constituent elements:

A.  The Single Supervisory Mechanism that places the ECB as
the central prudential supervisor of financial institutions in
the euro area. Since November 2014 NBG Group’s
supervision is assigned directly to the ECB, as NBG is
classified as one of the significant banking groups of the
Eurozone;

B.  The Single Resolution Mechanism (“SRM”) that implements
the EU-wide Bank Recovery and Resolution Directive (BRRD
— see next paragraph) in the euro area. The centralized
decision-making is built around the Single Resolution Board
(“SRB”) and the relevant National Resolution Authorities;

C.  The Single Rulebook, a single set of harmonized prudential
rules for institutions throughout the EU. Its three basic legal
documents are:

o CRD IV: Directive 2013/36/EU of the European Parliament
and Council “on access to the activity of credit institutions
and the prudential supervision of credit institutions and
investment firms”, transposed into Greek legislation by
virtue of Law 4261/2014;

o CRR (Capital Requirements Regulation): Regulation (EU)
No. 575/2013 of the European Parliament and Council “on
prudential requirements for credit institutions and
investment firms”, which is legally binding and directly
applicable in all Member States; and

o BRRD: Directive 2014/59/EU of the European Parliament
and Council “establishing a framework for the recovery and
resolution of credit institutions and investment firms”,
transposed into Greek legislation by virtue of article 2 of
Law 4335/2015.

These documents are complemented by numerous
Implementing Technical Standards (ITS), Regulatory
Technical Standards (RTS), Guidelines (GL) and

Recommendations issued by the European Banking
Authority, which specify particular aspects of the CRD IV, the
CRR and the BRRD and aim at ensuring harmonization in
specific areas. EBA’s Technical Standards have to be
endorsed by the European Commission (EC) and become EU
Regulations in order to be legally binding and directly
applicable in all Member States.

The CRD IV and the CRR constitute the “Basel Ill” regulatory
framework in the EU.

D. Deposit Guarantee Schemes: Directive 2014/49/EU of the
European Parliament and Council “on deposit guarantee
schemes” (DGSD), transposed into Greek legislation by
virtue of Law 4370/2016. A common European Deposit
Insurance Scheme (EDIS) is intended to be a pillar of the
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Banking Union. The EC put forward a relevant proposal in
November 2015. However, a common system for deposit
protection has not yet been established. Work has started
on a roadmap for beginning political negotiations. In
December 2018, the European Council stated that it will
establish a High-level working group with a mandate to work
on next steps. The High-level group should report back by
June 2019. On 8 August 2019, EBA published its opinion on
the implementation of the Deposit Guarantee Schemes
Directive (DGSD) in the EU. The opinion proposes changes in
relation to the current provisions on transfers of DGS
contributions between DGSs, DGSs' cooperation with
various stakeholders, the current list of exclusions from
eligibility, current provisions on eligibility, depositor
information, the approach to third country branches' DGS
membership, the implications of the recent review of the
three European Supervisory Authorities (ESAs), and cross-
references to other EU regulations and EU directives. The
opinion proposed no changes, for example, to the current
coverage level of EUR 100,000, provisions on home-host
cooperation, cooperation agreements, or the cooperation
between the EBA and the European Systemic Risk Board
(ESRB).

2.1.2 EU package of Risk Reduction Measures:
CRR2 / CRD5 / BRRD2 / SRMR2

On November 23rd, 2016, the EC presented a comprehensive
package of reforms aimed at amending CRR, CRD IV, as well as the
BRRD and the SRM. The package, known as “CRR2/CRD5”, was
submitted to the European Parliament and the Council for their
consideration and adoption. The Banking Package includes
prudential standards adopted by the Basel Committee on Banking
Supervision and by the Financial Stability Board (FSB), while its main
objective is to reduce risk in the EU banking system.

The Banking Package comprises two regulations and two directives,
relating to:

e bank capital requirements (amendments to
575/2013 and directive 2013/36/EU);

e therecovery and resolution of banks in difficulty (amendments
to directive 2014/59/EU and regulation 806/2014).

The Banking Package strengthens bank capital requirements and
reduces incentives for excessive risk taking, by including a binding
leverage ratio, a binding net stable funding ratio and setting risk
sensitive rules for trading in securities and derivatives. In addition, it
contains measures to improve banks' lending capacity and facilitate
a greater role for banks in the capital markets, such as:

regulation

e reducing the administrative burden for smaller and less
complex banks, linked in particular to reporting and disclosure
requirements;

e enhancing the capacity of banks to lend to SMEs and to fund
infrastructure projects.

The banking package also contains a framework for the cooperation
and information sharing among various authorities involved in the
supervision and resolution of cross-border banking groups.
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On May 20th, 2019 the relevant legislation 2019/876 was published,
and entered into force on 27 June 2019. Furtermore, Greek Law
4799/2021 brought into force Directive (EU) 2019/878 of the
European Parliament and of the Council amending Directive 2013/36
/ EU as regards excluded entities, financial holding companies, mixed
financial holding companies, remuneration, supervisory measures
and powers and capital conservation measures, as well as Directive
(EU) 2019/879 of the European Parliament and of the Council
amending Directive 2014/59/EU on absorption capacity losses and
recapitalization of credit institutions and investment firms and
Directive 98/26/EC.

This marks a milestone in the completion of the Banking Union, in
the finalization of the post-crisis regulatory agenda, and in the
implementation of international standards. Building on the existing
rules, this set of adopted measures addresses the remaining
challenges to financial stability, while strengthening the global
competitiveness of the EU banking sector. This package had already
made subject of an agreement during the inter-institutional
negotiations with the Council of the EU.

The main focus areas of Risk Reduction Measures Package are
illustrated below:

EU package for Risk Reduction
Measures: CRR2 / CRD5 / BRRD

I T T T 1
Governancg & Large pillar 2 Resolution Reportlng &
Remuneration Exposures Disclosure

Figure 1: EU package of Risk Reduction Measures

The approved agreement on the package of reforms implements
components of the Basel lll framework, including the following key
aspects:

e  Proposal for CRR 2 covers the leverage ratio, the net stable
funding ratio, requirements for own funds and eligible
liabilities, the Standardized Approach for counterparty credit
risk (SA-CCR), market risk and the fundamental review of the
trading book (FRTB), exposures to central counterparties,
exposures to collective investment undertakings, large
exposures, reporting and disclosure requirements, and amends
European Market Infrastructure Regulation (EMIR or EU
Regulation No 648/2012).

e  Proposal for CRD 5 is on exempted entities, financial holding
companies, mixed financial holding companies, remuneration,
supervisory measures and powers, and capital conservation
measures.

e Proposal for SRMR 2 is about loss-absorbing and
recapitalization capacity for credit institutions and investment
firms.

e  Proposal for BRRD 2 is on loss-absorbing and recapitalization
capacity of credit institutions and investment firms and it
amends Directive 98/26/EC, Directive 2002/47/EC, Directive
2012/30/EU, Directive 2011/35/EU, Directive 2005/56/EC,
Directive 2004/25/EC, and Directive 2007/36/EC.

However, it excludes the package of Basel reforms that was agreed
on 7 December 2017 by the Basel Committee on Banking Supervision
(BCBS) often referred to as ‘Basel IV’ (see relevant section 2.2.4 Basel
Il / Basel V).
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2.2 Regulatory Developments 2022

2.2.1 Banking Sector in the post COVID-19 era

On December 16th, 2022 the European Banking Authority (EBA)
published its closure report of Covid-19 measures, which provides
an overview of the wide range of policy measures taken on the back
of the pandemic, their state of play and the path out of policy
support. Although the EU banking system proved overall resilient,
the ample support provided does not give room to complacency, and
the framework is to be further strengthened with a loyal and prompt
implementation of Basel Ill. The publication is accompanied by an
update to the list of public guarantee schemes (PGS) and general
payment moratoria schemes issued in response to the pandemic.
Finally, the EBA Guidelines on Covid-19 reporting and disclosure
have been repealed in response to the decreasing relevance of the
related public support measures, and the overall EBA proportionate
approach to reporting.

2.2.2 Supervisory Priorities for 2022-2024

ECB Banking Supervision, in cooperation with the national
competent authorities, has performed a thorough assessment of the
main risks and vulnerabilities faced by the significant institutions
under its direct supervision and has set its strategic priorities for the
next three years accordingly. The three priorities identified for 2022-
2024 aim to ensure that banks emerge from the pandemic healthy,
seize the opportunity to address structural weaknesses via effective
digitalization strategies and enhanced governance, and tackle
emerging risks, including climate-related and environmental risks, IT
and cyber risks. For each priority, ECB Banking Supervision has
developed a set of strategic objectives and underlying work
programmes, spanning the next three years, which aim to address
the most material vulnerabilities identified during this year’s risks
and priorities exercise.

In November 2022, the Single Resolution Board (SRB) published
its 2023 Annual Work Programme, setting out its objectives and
priorities for the year ahead. It is the final year of the Multi-Annual
Programme (MAP) for 2021-2023. The SRB is committed to ensuring
banks make themselves fully resolvable by the end of the coming
year, building on the progress achieved so far. The SRB priorities stay
unchanged, in line with the SRB’s 2021-2023 Multi-Annual
Programme. The focus for 2023 will be on achieving resolvability of
SRB entities and less significant institutions, fostering a robust
resolution framework, carrying out effective crisis management,
operationalising the Single Resolution Fund, and targeting
improvements to areas such as IT and organisational structure. 2023
will be the last year of a transitional period for the establishment of
the main elements of the resolution framework in the Banking
Union. All banks and credit institutions under the Single Resolution
Board’s (SRB’s) remit are expected to be resolvable and compliant
with the Expectations for Banks (EfB), as well as achieve the final
individual banks’ Minimum Requirements for Own Funds and Eligible
Liabilities (MREL) targets.

2.2.3 Capital

On February 10th, 2022 the ECB announced that it will not extend
capital and leverage relief for banks as it sees no need to allow banks
to operate below the level of capital defined by their Pillar 2
Guidance beyond December 2022, nor to extend beyond March
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2022 the supervisory measure that allows them to exclude central
bank exposures from their leverage ratios. Although there is still
some uncertainty regarding the impact of the pandemic, banks have
ample headroom above their capital requirements and above the
leverage ratio requirement.

On December 19th, 2022 the European Banking Authority (EBA)
published an updated list of capital instruments that Competent
Authorities across the European Union (EU) and for the first time the
European Economic Area (EEA) have classified as Common Equity
Tier 1 (CET1). Since the publication of the previous update in
December 2021, the CET1 instruments compliant with the Capital
Requirements Regulation (CRR) and issued by institutions from
Iceland, Liechtenstein and Norway have been added to the list. The
list will be maintained and updated on a regular basis.

2.2.4 Reporting and Disclosure

I Reporting

The EBA reporting framework has evolved over the years with its
latest release to have been published on 10 March 2022 (reporting
framework 3.2).

The technical package supports the implementation of the reporting
framework by providing standard specifications and includes the
validation rules, the Data Point Model (DPM) and the XBRL
taxonomies for version 3.2. The phase 2 and 3 of the same
framework were published in Q2 and Q3 of 2022. The EBA also
published a revised list of validation rules for the reporting
frameworks currently in use. Phase 1 of the technical package covers
the new reporting requirements that include the amendments to the
following supervisory reporting frameworks: common reporting
(COREP) on own funds, additional liquidity monitoring metrics
(ALMM), net stable funding ratio (NSFR), asset encumbrance, global
systemically important institutions (G-Sll) reporting and Investment
Firms). The new reporting requirements apply from December 2022.
The technical package for Supervisory Benchmarking and
Remunerations will be published respectively in phase 2 and 3.

On December 12th, 2022 the European Banking Authority (EBA)
issued a revised list of validation rules for its reporting standards
(Implementing Technical Standards, Regulatory Technical Standards
and Guidelines), highlighting those which have been deactivated
either for incorrectness or for triggering IT problems.

On March 10th, 2023 the European Banking Authority (EBA) issued
a revised list of validation rules for its reporting standards
(Implementing Technical Standards, Regulatory Technical Standards
and Guidelines), highlighting those which have been deactivated
either for incorrectness or for triggering IT problems. Competent
Authorities throughout the EU are informed that data submitted in
accordance with these reporting standards should not be formally
validated against the set of deactivated rules.

I Disclosure — Pillar 1lI

In November 2021 the EBA published its first draft implementing
technical standards (ITS) on Pillar 3 disclosure of institutions’
exposures to interest rate risk on positions not held in the trading
book (IRRBB). The final draft ITS put forward comparable disclosures
that will help stakeholders assess institutions’ IRRBB risk
management framework as well as the sensitivity of institutions’
economic value of equity and net interest income to changes in
interest rates. The standards will amend the comprehensive ITS on
institutions’ public disclosures, in line with the strategic objective of
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developing a single and comprehensive Pillar 3 package that should
facilitate implementation by institutions and further promote
market discipline. In addition, given the ongoing EBA work on the
policy framework for IRRBB, the standards also include transitional
provisions that should facilitate institutions’ disclosures while the
policy framework is being finalized.

In November 2021, the Basel Committee on Banking Supervision
issued revisions to its market risk disclosure requirements to reflect
changes to the Minimum Capital Requirements for market
risk published in January 2019. The Basel Committee also finalized
standards for the voluntary disclosure of sovereign exposures. The
final standards comprise three templates covering disclosure of
sovereign exposures and risk-weighted assets by jurisdictional
breakdown; currency breakdown; and according to the accounting
classification of the exposures. The implementation of these
templates is only mandatory when required by national supervisors.

2.2.5 EU-wide Stress Test

Stress testing has become an essential tool for supervisors to
understand and assess firms’ risks, vulnerabilities and risk
management capabilities. As concerns about crystallization of
significant cyclical economic risks grow, scrutiny of stress testing
outcomes is likely to increase.

On November 4th, 2022 the European Banking Authority (EBA)
published the final methodology, draft templates and template
guidance for the 2023 EU-wide stress test along with the milestone
dates for the exercise. The methodology and templates cover all
relevant risk areas and have considered the feedback received from
industry. On January 31st, 2023 the European Banking Authority
(EBA) launched the 2023 EU-wide stress test and released the
macroeconomic scenarios. This year’s EU-wide stress test is
designed to provide valuable input for assessing the resilience of the
European banking sector in the current uncertain and changing
macroeconomic environment. The adverse scenario is based on a
narrative of hypothetical heightened geopolitical tensions, with high
inflation and higher interest rates having strong adverse effects on
private consumption and investments, both domestically and
globally. In terms of GDP decline, the 2023 adverse scenario is the
most severe used in the EU wide stress up to now. The severe nature
of the adverse scenario reflects a deliberate choice and reflects the
purpose of the stress test exercise, which is to assess the resilience
of the European banking system to a hypothetical severely
deteriorated macro-environment. The results will be published by
the end of July 2023.

For the Bank, under the baseline scenario the Fully Loaded (“FL”)
CET1 ratio reached to 15.5% in 2023 from 12.8% in 2020 (starting
point), while under the adverse the FL CET1 ratio, reached to 6.4% in
2023. Given the Static balance sheet methodology, the 2021 SSM
Stress Test does not incorporate capital accretive results post 30
December 2020.

2.2.6 Securitisation

I Securitisation prudential framework

On December 12th, 2022 the three European Supervisory
Authorities (EBA, EIOPA and ESMA — ESAs) published a joint advice
in response to the European Commission’s October 2021 call for
advice on the review of the securitisation prudential framework. The
ESAs welcome the current review as an opportunity to assess the
performance of the current framework and support the objective of
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reviving the EU securitisation market. The targeted proposals in the
advice aim at improving the consistency and risk sensitivity of the
capital framework for banks whereas the liquidity framework for
banks and the prudential framework for (re)insurers should be
maintained as it currently stands. However, the ESAs believe that re-
calibrating the securitisation prudential framework would not be a
solution that in itself would ensure the revival of the securitisation
market.

2.2.7 ESG Risks

There is a constantly growing concern towards sustainability, green
banking and ESG risk measures. In particular, the Publications Office
of the European Union has developed tools and mechanisms for the
integration of ESG factors into the EU banking prudential framework
and into banks' business strategies and investment policies. The
study, conducted on behalf of the European Commission, explores
the integration of ESG factors into banks’ risk management
processes, business strategies and investment policies, as well as
into prudential supervision. It provides a comprehensive overview of
current practices and identifies a range of best practices for the
integration of ESG risks within banks’ risk management processes
and prudential supervision. It outlines challenges and enabling
factors associated with the development of a well-functioning EU
market for green finance and sustainable investment. The study is
based on the collection and aggregation of information from a wide
range of representative stakeholders, in order to reflect a full
spectrum of views. Findings show that ESG integration is at an early
stage, and the pace of implementation needs to be accelerated in
order to achieve effective ESG integration into banks’ risk
management and business strategies, as well as prudential
supervision. To support this acceleration, enhancements are
particularly required on ESG definitions, measurement
methodologies, and associated quantitative indicators. A lack of
adequate data and common standards remain key challenges to be
overcome to drive ESG integration. Cross-stakeholder collaboration,
as well as supervisory initiatives and guidance, will be critical in
tackling this global and pervasive topic.

In January 2022, the ECB launched a supervisory climate risk stress
test to assess how prepared banks are for dealing with financial and
economic shocks stemming from climate risk.

Later in the same year, on December 2022 ECB issued a report on
climate stress testing for banks and supervisors to help identify good
practices which should serve the industry in advancing in their
climate stress testing capabilities and further align with supervisory
expectations. The main conclusions derived from the climate stress
testing were the following:

e  Climate and environmental risks will remain key priorities of the
ECB and other European authorities and banks are expected to
be able to properly manage their climate and environmental
risks by the end of 2024

e  Customer relationships will remain key to continuing to close
data gaps over the next years

e The ECB observed that banks have developed capabilities to
achieve long-term loss projections but at different speeds

e  Supervisory climate stress testing will remain a key tool to
assess the vulnerability of banks to climate-related risks but
also the progress banks make over the next two years.

REGULATORY FRAMEWORK & RECENT DEVELOPMENTS

On 2 February 2022, the European Commission approved in
principle a Complementary Climate Delegated Act including, under
strict conditions, specific nuclear and gas energy activities in the list
of economic activities covered by the EU taxonomy. The criteria for
the specific gas and nuclear activities are in line with EU climate and
environmental objectives and will help accelerating the shift from
solid or liquid fossil fuels, including coal, towards a climate-neutral
future.

In February 2022, the European Securities and Markets Authority
(ESMA) published a Call for Evidence on Environmental, Social and
Governance (ESG) ratings, in order to gather information on the
market structure for ESG rating providers in the European Union (EU)
and to develop a picture of the size, structure, resourcing, revenues
and product offerings of the different ESG rating providers operating
in the EU. The ESMA also published an article assessing the
implementation of its Guidelines on the disclosure of environmental,
social, and governance (ESG) factors in credit rating agency (CRA)
press releases, concluding that the overall level of disclosures has
increased since the introduction of the Guidelines, but that a high
level of divergence across CRAs means there is still room for further
improvement. ESMA, to support the EU's efforts in improving the
financial sector’s resilience and contribution to sustainability, has
started developing a climate risk stress testing framework tailored
to the specificities of CCPs. The call for evidence seeks stakeholders’
views on:

e  aproposed classification of climate risks relevant to CCPs;

e the methodology to build an EU-wide climate risk stress testing
framework for CCPs;

*  how to best calibrate this stress test; and
e  the current development of climate risk assessments by CCPs.

On December 13th, 2022 the European Banking Authority (EBA)
published its roadmap outlining the objectives and timeline for
delivering mandates and tasks in the area of sustainable finance and
environmental, social and governance (ESG) risks. The roadmap
explains the EBA’s sequenced and comprehensive approach over the
next three years to integrate ESG risks considerations in the banking
framework and support the EU’s efforts to achieve the transition to
a more sustainable economy. This roadmap on sustainable finance
builds on and replaces the EBA’s first action plan on sustainable
finance published in December 2019. The roadmap ensures
continuity of actions assumed under the previous action plan, while
accommodating the necessary adjustments following the market
and regulatory developments, including new mandates and new
areas of focus.

On January 24th, 2023 the European Central Bank (ECB) published a
first set of climate-related statistical indicators, to better assess the
impact of climate-related risks on the financial sector and to monitor
the development of sustainable and green finance, fulfilling another
of the commitments of its climate action plan.

On March 13th, 2023 the European Supervisory Authorities (ESAs),
together with the European Central Bank (ECB), published a Joint
Statement on climate-related disclosure for structured finance
products. The Statement encourages the development of disclosure
standards for securitised assets through harmonised climate-related
data requirements.
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I ESG Disclosures

Following a public consultation period initiated in March 2021, the
EBA published on 24 January 2022 binding standards on Pillar 3
disclosures on ESG risks. The final draft ITS put forward comparable
disclosures to show how climate change may exacerbate other risks
within institutions’ balance sheets, how institutions are mitigating
those risks, and their ratios, including the GAR, on exposures
financing taxonomy-aligned activities, such as those consistent with
the Paris agreement goals. Disclosure of information on ESG risks is
a vital tool to promote market discipline, allowing stakeholders to
assess banks’ ESG related risks and sustainable finance strategy. The
EBA ESG Pillar 3 package will help to address shortcomings of
institutions’ current ESG disclosures at EU level by setting mandatory
and consistent disclosure requirements, including granular
templates, tables and associated instructions. It will also help
establish best practices at an international level. In line with the
requirements laid down in the Capital Requirements Regulation
(CRR), the draft ITS set out comparable quantitative disclosures on
climate-change related transition and physical risks, including
information on exposures towards carbon related assets and assets
subject to chronic and acute climate change events. They also
include quantitative disclosures on institutions’ mitigating actions
supporting their counterparties in the transition to a carbon neutral
economy and in the adaptation to climate change. In addition, they
include KPIs on institutions’ assets financing activities that are
environmentally sustainable according to the EU taxonomy (GAR
and BTAR), such as those consistent with the European Green Deal
and the Paris agreement goals. Finally, the final draft ITS provide
qualitative information on how institutions are embedding ESG
considerations in their governance, business model, strategy and
risk management framework. The EBA has integrated
proportionality measures that should facilitate institutions’
disclosures, including transitional periods and the use of estimates.
The first partial disclosure will take place in 2023 for the disclosure
reference date as of the end of December 2022 and will contain only
but a part of the information required due to the phase-in of the
guidelines.

The EBF response to the above EBA public consultation on draft
technical standards on Pillar 3 disclosures of ESG risks period took
place in June 2021, where the key points where the following:

e  Article 8 reporting requirements should not be included in the
Pillar 3 scope and only disclosed under the Taxonomy
Regulation Delegated Act.

e  ESG Pillar 3 content, scope, and frequency should be aligned
with NFRD/ CSRD content, scope, and frequency.

e  The ITS requirements should be simplified, aligned with the
objective of public risk disclosures, and reflect the maturity of
methodological developments as well as the availability of
relevant and reliable data. A meaningful reporting to
supervisors/survey should be explored until robust
methodologies for banks are developed at the EU level.

e  The disclosures should focus on the exposures of the banking
book which represent the vast majority of banks’ risks.

e EBAisrecommended to develop a Pillar 3 approach by building
blocks. It should commence with a limited number of ‘core’
templates based on available and high-quality data and
methodologies and gradually, the level of granularity should be
adapted.

REGULATORY FRAMEWORK & RECENT DEVELOPMENTS

Moreover, the Financial Stability Board backed-up the view that ESG
risk disclosures are of high importance, stating in July 2021, that
globally consistent and comparable disclosures by firms of their
climate-related financial risks are increasingly important to market
participants and financial authorities In an environment with a
proliferation of third-party frameworks for climate-related
disclosures, global alignment of practices will help deliver consistent
and comparable disclosures and foster convergence. The
implementation of climate-related disclosures, using a framework
based on the TCFD Recommendations, would be an important step
forward on the path towards convergence with anticipated
international reporting standards on climate. Global alignment of
practices would help deliver consistent and comparable disclosures
and foster convergence.

2.2.8 Recovery & Resolution

On January 13, 2022 the EBA published its final Guidelines for
institutions and resolution authorities on improving banks’
resolvability. These Guidelines represent a significant step in
complementing the EU legal framework in the field of resolution
based on international standards and leveraging on EU best
practices. On the same day, the EBA launched its consultation paper
on Guidelines for institutions and resolution authorities on
transferability of parts of or a whole bank in the context of resolution
to complement the resolvability assessment for transfer strategies.
The resolvability Guidelines, taking stock of the best practices
developed so far by EU resolution authorities on resolvability topics,
set-out requirements to improve resolvability in the areas of
operational continuity in resolution, access to financial market
infrastructure, funding and liquidity in resolution, bail-in execution,
business reorganisation and communication. These Guidelines are
addressed to both authorities and institutions in the EU so as to
ensure consistent progress on resolvability for all institutions and
facilitate resolvability work for cross-border groups and its
monitoring in resolution colleges. Institutions and authorities should
comply with these Guidelines in full by 1 January 2024. The draft
transferability Guidelines under consultation aim at assessing the
feasibility and credibility of transfer strategies and encompass
requirements relating to the implementation of transfer tools when
considered as the preferred or alternative strategies for institutions.

In June 2022, the SRB published its updated approach to setting a
Minimum Requirement for Own Funds and Eligible Liabilities (MREL).
The policy takes into account new regulatory developments, such as
the end of the supervisory leverage relief measures of the European
Central Bank, changes to the Capital Requirement Regulation (CRR)
recently agreed by the EU co-legislators on the indirect holding of
internal MREL (iMREL) and the MREL calibration for banks with a
multiple point-of-entry resolution strategy.

The policy has also further enlarged the coverage of entities under
internal MREL and made the subordination policy more dynamic,
taking into account evolving balance sheets prior to resolution. It
also complements the SRB approach to internal MREL waiver
applications in a new annex.

On November 4th, 2022 the Single Resolution Board (SRB) published
its minimum requirement for own funds and eligible liabilities
(MREL) dashboard for Q2.2022. The expanded dashboard provides
more transparency by category of bank and resolution strategy. The
latest dashboard shows that, up to the second quarter of the year,
banks have kept the pace when it comes to MREL build-up. Market
funding conditions deteriorated in 2022 in light of inflationary
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pressure and the invasion of Ukraine. In this market environment,
sound funding plans are of utmost importance to ensure that all
banks are resolvable.

On December 14th, 2022 the European Banking Authority (EBA)
published a consultation paper on its draft Guidelines on the overall
recovery capacity (ORC) in recovery planning. The Guidelines aim to
set up a consistent framework for the determination of the ORC by
institutions in their recovery plans and the respective assessment by
competent authorities. The consultation run until 14 March 2023.
The Guidelines are composed of two sections. The first one
addressed to institutions, aims at providing guidance on the relevant
steps to set-up a reliable ORC framework. The second one,
addressed to competent authorities, complements the framework
by harmonising the core elements of the competent authorities’
assessment of the ORC from both a quantitative and qualitative
perspective.

On February 27th, 2023 the Single Resolution Board (SRB) published
its minimum requirement for own funds and eligible liabilities
(MREL) dashboard for Q3.2022.

Key findings:

° For resolution entities, the average MREL final target remained
broadly stable compared to Q2.2022

e  The MREL shortfall (including the CBR) with respect to the final
targets continued to decline

° For non-resolution entities, the MREL shortfall against the final
targets (including the CBR) rose over the quarter

e  The maturity profile of the MREL instruments showed that
around 39% of the stock was made of instruments with residual
maturities between two and 10 years, while the share of short-
term MREL debt (maturing between one and two vyears)
remained low, equal to about 7% of the total.

e Overall, SRB banks issued EUR 75 bn of MREL-eligible
instruments, a higher level compared to the previous quarter as
well as year-on-year.

° In the final months of the year, market conditions improved
significantly and investors’ demand in unsecured primary
markets was strong. At the end of September, funding costs
reached the highest levels since the beginning of 2022, but
decreased throughout the last quarter of the year, reaching in
December the lowest levels since mid-August. However, they
were higher than pre-pandemic levels of the beginning of
February 2020.

On January 16th, 2023 the European Banking Authority (EBA)
published its annual quantitative Report on minimum requirement
for own funds and eligible liabilities (MREL) with data as of
December 2021. The Report is complemented by an analysis looking
into the impact of the MREL framework on a number of relevant
dimensions. As of 31 December 2021, the EBA estimated that 70
banks reported an MREL shortfall of EUR 33bn out of a sample of
245. This is down by 42% compared to last years’ quantitative report
on MREL on a comparable basis. The Report shows progress in
closing MREL shortfalls, albeit at a lower rate for smaller banks, and
concludes that the impact of MREL on banks’ profitability is
manageable, although heterogeneous across types of banks and
Member States.

REGULATORY FRAMEWORK & RECENT DEVELOPMENTS
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3 NBG’s TRANSFORMATION
PROGRAM

Following a clear mandate from NBG’s Board of Directors, NBG
launched a rigorous Transformation Program in the second half of
2018, committing to the delivery of aspiring financial and
operational targets. Through more than 4 years of implementation,
the Transformation Program has enabled the delivery of impressive
results in terms of core profitability — fully in line with the Bank’s
financial and business targets and tangible improvements to NBG’s
business and operating model.

NBG’s Transformation Program has been designed and is being
delivered across Workstreams, each led by a senior executive of the
Bank. While Workstreams broadly coincide with the accountable
executives’ functional areas, cross-functional collaboration is
strongly encouraged and enabled by the Transformation Program.

During 2022, the Program was
Workstreams as follows:

structured along specific

e  Best Bank for our Clients: Enhancement of income generation
capacity through increasing focus on sales and servicing across
all customer touchpoints in Corporate & Retail; market
leadership in digital business and expansion of offering through
strategic partnerships.

e Healthy Balance Sheet: Completion of the NPE clean-up,
resolution of legacy balance sheet issues and leveraging of
internal capabilities in NPE management to capture emerging
market opportunities.

o  Efficiency & Agility: Rigorous control of staff costs, through
capacity planning and targeted exit schemes, and non-staff
costs, through continued spend discipline.

e Technology & Processes: Modernisation of technology
infrastructure, including the launch of the Core Banking System
(CBS) replacement program, and reengineering of core
processes through centralisation and automation.

e  People, Organization & Culture: Development, motivation and
reward of our people through a modern HR framework, and
enhancement of our culture in line with our purpose and
values.

e  Environment, Society & Governance (ESG)/ Enterprise Risk
Management (ERM): Enhancement of ESG & ERM framework,
with a focus on build-up of internal practices with respect to
climate-related & environmental risk strategy & management.

The Program was initially structured into six-month Seasons. This
setup helped gain the necessary pace in the early years and ensured
that the Bank remained focused. From 2022 onwards, recognizing
the increased maturity and ownership of the involved stakeholders,
the Program transitioned to an annual planning horizon, in line with
the budget, IT plan and performance management cycles of the
Bank.

The Bank maintains its agility as new initiatives can be added to the
Transformation Program, while existing ones are adjusted or
removed throughout the year, in line with business developments
and strategic priorities.

NBG’s TRANFORMATION PROGRAMME

I Transformation Program priorities for 2023

During 2023, the Bank is pursuing the following strategic priorities:

o Best Bank for our Clients: Boosting revenue generation
through an increased focus on cross-selling and fee generation
opportunities in Retail banking, and through deepening large
client relationships and broadening the SME client base in
Corporate banking;

o In the case of Retail banking, we continue to strengthen our
relationship managers’ frontline (primarily for the Small
Business and Premium segments), a stronger focus on fee-
generating products (e.g., investment products, cards and
bancassurance), and further enhancement of sales capacity
through third party partnerships (e.g., retailers, e-commerce,
agents).

o In the case of Corporate banking, we are strengthening the
relationship managers’ frontline with a comprehensive set of
commercial tools, enabling them to spend more time on sales
of lending and non-lending products in collaboration with the
CTB unit.

o Across Retail and Corporate, we are enhancing our range of
solutions to enable the transition of households and
businesses to a more sustainable model. A core part of our
strategy remains to support Greek businesses in capturing
opportunities in the context of the Recovery & Resilience
Facility (“RRF”), including funding for investments in the
context of green transition.

o Across segments, advanced analytics use improves clients’
targeting, while digital channels and strategic partnerships
with third parties play an increasingly important role in
onboarding, engaging, and selling to customers.

e  Specialized Asset Solutions: Capturing revenue generation
opportunities in the emerging ecosystem of investors and
servicers (e.g., acquisition financing, REOCo financing).

o  Efficiency & Agility: Further enhancing efficiency and
productivity through continuous improvements in the Bank’s
business and operating model, and reducing areas of high
external spend such as real estate, factoring in a flexible
working model.

o  Technology & Processes: Implementing the new CBS to enable
revenue generation and cost efficiencies in the medium term,
enhancing digital and data infrastructure, as well as migrating
to a cloud-enabled environment; rolling out the required
infrastructure to transition to a paperless operating model
across the organisation; further optimizing core processes
(both customer-facing and internal) through simplification,
centralization, and automation levers (incl. the application of
new technologies, such as RPAs, Al and OCR).

o  People, Organization & Culture: Continuing to modernise HR
processes and practices to attract, mobilise and incentivise our
people; further developing talent through flagship leadership
programs for high potential talent, coupled with “on demand”
learning and targeted curricula for priority roles; rolling out
comprehensive actions to enhance the Bank’s corporate
culture and desired behaviours in line with our core values.
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e ESG: |Incorporating climate-related and environment
considerations in the Bank’s business strategy, including:
Setting specific targets with respect to our direct and indirect
GHG emissions, and capturing business opportunities in green,
sustainable and transition finance, as households and
businesses transition to a more sustainable model.

o Addressing the business challenges and managing the risks
emanating from climate and environment change and
adhering to the highest disclosure standards, including non-
financial and ESG reporting.

Table 1: ESG related Transformation Program initiatives

Initiative Objectives

° 2022 Financed Emissions measurement;

. Financed Emissions methodology documentation & internal model for the calculation of proxies
where required;

. Net Zero (scope 1&2) targets setting & approval by the ESG Management Committee;

. Net Zero (scope 3 incl. Financed Emissions) targets setting & approval by the ESG Management
Committee; Net Zero Banking Alliance go / no-go decision.

. Eligibility Coverage Ratio calculation as at YE:2022;

EU Taxonomy . Methodology development for flagging ‘Green’ & ‘Transition’ financing;

implementation . Business specs definition for systemically applying EU Taxonomy on Bank’s back-book;

° Green Asset Ratio calculation as at YE:2023.

° ESG scorecards testing to ensure provision of adequate risk-based info;

. C&E risks integration in lending policies;

. C&E credit risk classification & monitoring enhancement;

. Risk mitigation measures for collaterals (where appropriate);

° Incorporation of C&E risks into loan pricing (commercial margin).

. Gap analysis of toolkit and high-level roadmap for development of forward-looking Scenario Analysis
& Stress Testing capabilities;

° Adoption of methodology for portfolio diversification and associated impact analysis, in conjunction
with Net Zero targets;

° Execution of a set of forward-looking Climate risk Stress.

° Systemic implementation of internal ESG reporting, with enhanced & tailored ‘dashboards’ for
different managerial reporting needs;

° External reports & disclosure requirements’” mapping and key metrics (and the calculation thereof)
link on to the ESG Software solution being developed.

° Submission of Phase 1 C&E Pillar 3 templates in line with regulatory timeline as well as FY:2022
Financial results;

° Business Requirements for systemic implementations to IT infrastructure for Phase 1;

° Identification of C&E Pillar 3 quantitative & qualitative requirements, data gaps and data owners for

C&E Pillar 3 Disclosures phase 2, decide for proxies for phase 2 missing information;

° Specifications completion for systemic implementations serving Pillar 3 phase 2 and subsequent
submissions;

Net Zero ambition

C&E Credit Risk
Capabilities

C&E Scenario Analysis
& Stress testing

ESG Reporting Platform

° Identification of C&E Pillar 3 quantitative & qualitative requirements, data gaps and data owners for
phase 3, decision for proxies for phase 3 missing information.
C&E Combined Risk ° Enterprise-level C&E risk reporting (primarily for internal purposes) to enable the holistic monitoring
reporting and control of C&E KRIs (phased-in approach, leveraging across risk types).

. Functionality implementation in EDW to support data needs of H1:2023 Pillar 3 C&E disclosures;
. Design of homogenized ESG reporting architecture and initiation of building thereof;
. Implementation of centralized capability in EDW to address ESG data requirements ensuring data
availability and scalability for future needs.
Climate & Environment | o Completion of Climate and Environmental awareness course to Top Management and ESG working
awareness teams.

ESG data architecture
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4 RISK MANAGEMENT FRAMEWORK

4.1 Basic Principles and governance
structure of the Group risk management

Risk management and control play a fundamental role in the overall
strategy of the Group, aiming to both effectively manage the risks of
the organization and to align with the legal and regulatory
requirements.

The Group aims at adopting best practices regarding risk
governance, taking into account all relevant guidelines and
regulatory requirements, as set by the Basel Committee on Banking
Supervision (BCBS), the European Banking Authority (EBA), the
European Central Bank (ECB) \ Single Supervisory Mechanism (SSM),
the Bank of Greece (BoG), the Hellenic Capital Market Commission
(HCMC) legislation, as well as any decisions of the competent
authorities supervising the Group’s entities.

I Group Risk Management Governance Framework

Group Risk management at NBG has a structured and tiered
approach, based on a number of governance bodies, internal policies
and procedures, and controls framework.

The Board of Directors bears ultimate accountability for NBG’s risk
position. It signs off on the risk strategy and risk appetite, and
monitors the effectiveness of risk governance and management
advised by its two specialized committees: the Board Risk
Committee (BRC) and the Board Audit Committee (BAC). The Bank’s
Senior Executive Committee (ExCo) and other committees,
supporting the Senior Executive Committee are in charge of daily
management actions and steer of the business. The Group Chief Risk
Officer (CRO) is a member of the Senior Executive Committee. The
CRO has direct access to the Board of Directors, has delegated
decision-authority for executive matters over Risk and leads the
Group Risk Management Function.

The Group Risk management Function has specialized teams per risk
type. The Group Risk Management Function’s teams conduct day-to-
day risk management activities according to policies and procedures
as approved by the BRC, the Senior Executive Committee and other
executive committees. The perimeter is based on the industry
standard “Three Lines of Defense” model (please see below). The
Group Risk Management Function’s activities are supported by
underlying systems and infrastructure. Finally, risk culture is viewed
as a core component of effective risk management, with the tone
and example set by the Board of Directors and the Senior
Management. Objective of the Bank is to establish a consistent Risk
Culture across all Units.

Hence, there are four layers relevant to Risk Management, all rolling
up into the Board of Directors:

1. Oversight and approval

At the top of the house, the members of the Board are responsible
for oversight and approval on governance structures of NBG,
ensuring the right frameworks and policies are in place to ensure the
bank can be effectively managed.

2. Executive management actions & sign-off

The Executive management layer (ExCo and other executive
committees) decides on management actions, signs off on materials
produced and reported, and actively steers the bank.

RISK MANAGEMENT FRAMEWORK

3. Methodology and framework

Procedures and methodologies are in place to guide risk
management, e.g. credit approval procedures, model development
and validation, product assessments.

4. Execution and analysis

The execution layer is in charge of implementing the frameworks,
models and policies set forth by the aforementioned layers, and
provide the Board and the executive committees with relevant
analyses and results to base their decisions upon.

I The Board Risk Committee

The Group has clearly defined its risk appetite and has established a
risk strategy and risk management policies. Ultimately responsible
for the development and application of this general framework of
risk management at a Group level is the Board of Directors (the
Board) supported by the Board Risk Committee (BRC).

The BRC reviews and proposes to the Board on an annual basis, or
more frequently if necessary, the Bank's risk strategy and risk
appetite for approval, and ensures that the Bank’s risk appetite and
risk strategy are clearly communicated throughout the Bank and
form the basis on which risk policies and risk limits are established
at group, business and/or regional level. It also reviews and proposes
to the Board of Directors for approval all risk management
frameworks, methodologies and policies for identifying, measuring,
evaluating, monitoring, reporting and mitigating risks, including
frameworks, methodologies and policies related to credit risk
(inclusive of material aspects of the credit rating systems), market
risk, liquidity risk, interest rate risk in the banking book, operational
risk, model risk and model validation. The BRC has the responsibility
to review reports and evaluate the overall risk exposure of the Bank
and the Group on a regular basis, taking into account the approved
risk strategy and the business plan of the Group, to develop
proposals and recommend corrective actions for consideration by
the Board regarding any matter within its purview. The proposals to
the BRC are submitted by the Group Chief Risk Officer (CRO).

The Committee has competence over matters relevant to Risk
Management, as well as Non-Performing Loans/Exposures
(NPLs/NPEs).

Within the context of the Board Working Model of the Bank, topics
related to areas of responsibility of the Committee shall also be
discussed at the Board of Directors level as this may be required
particularly as regards issues pertaining to important matters which
shall be discussed at Board of Directors level.

The BRC convenes regularly at least on a monthly basis, and on an
ad hoc basis whenever the Committee Chair deem:s fit.

During 2022, the Board Risk Committee convened eleven times. In
the context of its responsibilities and during the course of the year,
key workings of the Committee included:

e  Review and update of ICAAP/ILAAP Annual Review and Update
of ICAAP/Stress Test Frameworks, Risk Appetite Framework
with additions among others in the area of ESG/Climate &
Environmental Risk, New Obligors Leveraged Transactions,
Concentration Risk and refinements/reclassifications aimed at
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enhancing oversight and monitoring processes & Risk and
Capital Strategy and ongoing monitoring of compliance.

e  Enhancements in risk reporting.

e  Review of Operational Risk Management Framework & Policy
documents, incorporating BCBS Principles (Sound Management
of Operational Risk & Operational Resilience) and aligned to the
new NBG Risk Taxonomy Framework.

e Ongoing-monthly updates on Risk Management issues and ad
hoc briefings on developments.

° Review of NBG’s Operational Risk KRI Dashboard, as well as KRI
Dashboards for major domestic and foreign subsidiaries.

e  Submission of ICAAP,
Implementation report.

ILAAP, NPE Plan & NPE Strategy

e Oversight of matters/risks relevant to Geopolitical Crisis.

e Review of regulatory reports and disclosures (Pillar 1l
Disclosures, Bank of Greece Report of Loans in Arrears, Annual
Report to the Bank of Greece on Risk Management Function
activity).

e Oversight of the Bank’s Risk related ESG project (e.g. qualitative
scorecard development & calibration, internal Stress testing
framework, to incorporate ESG components and other
updates).

e Review of Policies (e.g., Group Property Valuation Policy
Business Continuity and Disaster Recovery Policy), review of the
Recovery Plan.

e  Review of top corporate exposures, NBG Loan portfolio Quality
Benchmarking, NBG cybersecurity posture.

° Review of Credit Risk Models used (IFRS 9 SME Retail PD, IFRS 9
SME Retail LGD, IFRS 9 Consumer Term Loans LGD).

e  Briefings and monitoring of results of 2022 ECB Climate Stress
Test.

e  Review of Stress scenarios & sensitivity analyses contributing to
the Strategy setting and evaluation process, including Budget
approval for 2023.

e  Review of NPE Strategy & Targets 2022-24.

e Implementation of Risk Awareness Enhancement Initiatives.
e  Oversight of NBG Risk Culture Program.

e  Review and monitor the Top Operational Risks of the Group.

The BRC shall be composed exclusively of non-executive Board
members. One member shall be the HFSF Representative at the
Board of Directors. Committee members shall be at least three in
number, the majority of which (excluding the HFSF representative),
including the Chair, shall be independent non-executive members of
the Board, in accordance with the definition of independence
included in NBG’s Corporate Governance Code and in any case
according to the provisions of the legal and regulatory framework in
force . The members of the Committee (including the Chair and Vice-
Chair) are appointed by the Board of the Bank, following
recommendation by the Board's Corporate Governance and
Nominations Committee. The Committee is currently composed of
four non-executive Members, of which three are independent and
one is the HFSF Representative at the Board of Directors. The
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Committee members shall be appointed for a term of one year,
which shall be automatically renewed for successive one-year
renewal terms, unless otherwise decided. In any case, the mandates
of the Committee members shall automatically expire if they cease
to be members of the NBG Board of Directors.

The Committee Charter was last updated in March 2022, and is
available on the Bank’s website www.nbg.gr

“Three Lines of defence” model in the Group’s risk
management

The Group’s risk management is spread on three different levels, in
order to create Three Lines of Defense, as follows:

e  First line: The risk taking units (e.g. credit originating
departments, Treasury) are responsible for assessing and
minimizing risks for a given level of expected return by
establishing and implementing internal rules and controls to
the on-going business.

e Second line: The Group Risk Management Function oversees,
monitors, controls and quantifies risks; provides appropriate
tools and methodologies, coordination and assistance to lines
of business; provides input towards the measurement of risk
adjusted performance across business line; participates in the
credit approval process for the Group’s corporate banking,
retail banking and subsidiaries portfolios; performs
independent assessment of credit risk undertaking in respect
of each portfolio and has the right of veto; proposes
appropriate risk mitigation measures, supported by local Risk
Management (for subsidiaries) and specialized units (for the
Bank):

o Additionally, under the Second line, the Group Compliance
Function ensures that all front line Units meet regulatory and
other compliance requirements, through monitoring,
advising and training.

O Moreover, the Group Risk Management Function
cooperates with the Organization & Planning Division, the
Group Internal Control Function, the Group CyberSecurity
Division, the Group Security Division and the Legal Division.
These Divisions provide support, advice, appropriate tools
and methodologies, acting as control units for specific
Operational Risk Themes (e.g. Legal risk, Information &
Communication Technology (ICT) risk) as well as ensuring the
Bank’s business continuity and mitigation of physical
threats.

e Third line: The Internal Audit function of the Group, which
reports directly to the Board of Directors through the Audit
Committee, complements the risk management framework,
acting as an independent reviewer, focusing on the
effectiveness of the risk management framework and control
environment.

The duties and responsibilities of all lines of defense are clearly
identified and separated, and the relevant Units are sufficiently
independent.

I The Group Risk Management Function

The organizational chart and reporting lines of NBG Group Risk
Management Function are depicted in the figure below:

18


http://www.nbg.gr/

Pillar 11l Disclosures on a consolidated basis

December 31, 2022

Board Risk
Committee

GCRCD

Group Credit Risk
Control Division

GFLRMD
Group Financial &
Liquidity Risk
Management Division

GCBCD

Group Corporate
Banking Credit Division

GORMD

Group Operational
Risk Management

GRBCD

Group Retail Banking
Credit Division

GSRM

Group Strategic Risk
Management Division

GRCRPMOD

Group Risk Culture &
Risk PMO Division

MVU

Model Validation Unit

Figure 2: Organizational Chart of Risk Function

The CRO reports to the CEO, has direct access to the BRC and is its
main rapporteur. The CCO, is operating under the CRO, supervises
two Credit Divisions, as above, which are involved in the credit
approval process for the Group’s corporate banking, retail banking
and subsidiaries’ portfolios.

I Group Risk Management

The Bank acknowledges the need for efficient risk management and
has established five specialized Divisions and one Unit: the Group
Credit Risk Control Division (GCRCD), the Group Financial and
Liquidity Risk Management Division (GFLRMD), the Group
Operational Risk Management Division (GORMD), the Group
Strategic Risk Management Division (GSRM), the Group Risk Culture
and Risk PMO Division (GRCRPMOD) and the Model Validation Unit
(MVU), to properly identify, measure, analyze manage, and report
the risks, entailed in all its business activities. All risk management
units of the Group subsidiaries adequately report to the
aforementioned Divisions/Unit.

RISK MANAGEMENT FRAMEWORK

In addition, the two Credit Divisions, which are independent of the
credit granting units, are involved in the credit approval process for
the Group’s corporate banking, retail banking and subsidiaries
portfolios. They perform an independent assessment of the credit
risk undertaking in respect of each portfolio and have the right of
veto (see Section 4.2).

Based on its charter, the mission and the constitution of each
Division/Unit are as follows:

Group Credit Risk Control Division (GCRCD)
The mission of the GCRCD is to:

e design, specify and implement the Bank's policy in matters of
credit risk  management  (provision, identification,
measurement, monitoring, control) and ensuring the Bank's
capital adequacy, according to the guidelines set by the Bank’s
Board of Directors, emphasizing on rating systems, risk
assessment models and risk parameters;

e and implement credit risk policies emphasizing on rating
systems, risk assessment models and risk parameters,
according to the guidelines set by the Bank’s Board of Directors;

e establish guidelines for the development of methodologies for
Expected Credit Loss (ECL) and its components, i.e. Probability
of Default (PD), Loss Given Default (LGD) and Exposure at
Default (EAD) for each segment of corporate and retail asset
class;

e implement a number of clearly defined and independent credit
risk controls on credit risk models, which enable an effective
oversight of risks emerging from credit activities at all levels.
These controls are appropriately executed, and the results are
documented and communicated to the business units on a
quarterly basis. GCRCD itself monitors these controls on a
quarterly basis, assuring they are operating effectively and
remain altogether sufficient for the purposes they were
established;

e provide regular assurance that models continue to perform
adequately, thus complementing the periodic monitoring and
usage reviews;

e assess the adequacy of methods and systems that aim to
analyze, measure, monitor, control and report credit risk
undertaken by the Bank and other financial institutions of the
Group;

e coordinate all involved units and stakeholders for the
estimation of Internal Capital against all material risks (ICAAP),
perform scenario and sensitivity analysis for specific credit risk
cases, prepare and submit the required ICAAP package to the
regulatory authorities;

e prepare credit risk reports, in collaboration, when required,
with the relevant units, for the purpose of either internal
evaluation and information or supervisory evaluation
procedures;

e coordinate all involved Units and stakeholders during the
review and update of the RAF document, provide significant
input to the update of the RAF across RAF elements, including,
in addition to RAF indicators and thresholds, governance
arrangements, principles that govern the Risk Appetite
Framework (“RAF”) promptly inform the upper management
for any threshold breach thereof; and

e provide advisory support to every other unit of the Bank and
the Group in matters concerning the entire range of its
responsibilities, through models, procedures and analyses.

The GCRCD consists of the :

19



Pillar 11l Disclosures on a consolidated basis

December 31, 2022

Credit Risk Control & Model Development Sector, which in turn
consists of the Corporate Credit Risk Control Subdivision, the
Retail Credit Risk Control Subdivision, the Corporate Credit Risk
Model Development Subdivision, and the Retail Credit Risk
Model Development Subdivision;

Credit Risk Reporting (Regulatory & Internal) Sector, which in
turn consists of the Credit Risk Regulatory Reporting
Subdivision and Credit Risk Internal Reporting Subdivision;
ICAAP, & Risk Appetite Framework Monitoring Subdivision.

Group Financial & Liquidity Risk Management Division
(GFLRMD)

The mission of the GFLRMD is to:

plan, specify, implement and introduce market, counterparty,
liquidity and Interest Rate Risk in the Banking Book (IRRBB) risk
policies, under the guidelines of the Bank’s Board of Directors;
develop and implement in-house models for pricing and risk
measurement purposes;

run appropriate tests to ensure that the models continue to
perform adequately, thus complementing the periodic
validation reviews;

assess the adequacy of methods and systems that aim to
analyze, measure, monitor, control and report the
aforementioned risks undertaken by the Bank and other
financial institutions of the Group;

independently evaluate financial products, assets and liabilities
of the Bank and the Group;

estimate Regulatory Capital required in respect with market
risk and counterparty credit risk, calculate the regulatory
metrics for Liquidity Risk and IRRBB and prepare relevant
regulatory and MIS reports; and

provide timely and accurate information to the Bank’s senior
competent bodies (the BRC and the Asset Liability Committee
(ALCO) and the Regulator (SSM)), with sufficient explanatory
and investigation capabilities on the materiality and trend of
the aforementioned risks, as well as handle all issues pertaining
to market, counterparty, liquidity and IRRBB risks, under the
guidelines and specific decisions of the BRC, the ALCO and the
SSM.

The GFLRMD consists of the:

(¢]

o

o

Market Risk & Counterparty Credit Risk Management Sector,
which in turn consists of the:

Market Risk Management Subdivision;
Counterparty Credit Risk Subdivision;

Market Risk and Counterparty Credit Risk Stress-testing and
ICAAP framework monitoring Subdivision.

IRRBB and Liquidity Risk Management Sector which in turn
consists of the:

IRRBB Management Subdivision;

Liquidity Risk Management Subdivision;
ILAAP Framework Monitoring Subdivision;
IRRBB Stress-testing Subdivision.

Financial Risks’ Models Development Subdivision.

Group Operational Risk Management Division (GORMD)
The mission of the GORMD is to:

design, propose, support and periodically validate the
Operational Risk Management Framework (“ORMF”), ensuring
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that it is aligned with the best practices, the regulatory
requirements and the directions set by the Board of Directors;

e ensure the development of policies, methods and systems for
the identification, measurement and monitoring of operational
risks and their periodic assessment and ratification;

e design and implement training programs on operational risk,
the use and implementation of programs, methods and
systems as well as any other action aiming at knowledge
sharing and the establishment of operational risk culture
Group-wide;

e address all operational risk related issues as per the directions
and decisions of the BRC;

e  continuously monitor and review the Group operational risk
profile and report to the Management and the Supervisory
Authorities.

The GORMD consists of the:

e  Operational Risk Framework Implementation Sector, which in
turn consists of the Operational Risk Program Implementation,
the Information & Communication Technology (“ICT”) Risks
Oversight and the Operational Risk Internal Events Collection
Subdivisions;

e  Operational Risk Framework Development Subdivision;

e  Operational Risk Reporting Subdivision; and

e  Operational Risk Awareness and Training Subdivision.

Group Strategic Risk Management Division (GSRM)

The mission of GSRM, is shaped taking into account the wide
spectrum of risks that may be correlated to the Group’s Strategy, in
alignment with the prevailing business needs. GSRM is responsible
for:

e monitoring, analyzing and evaluating risks that are evident or
related to the Business Strategy of the Group and may
negatively impact the profitability and the dynamic structure of
the Balance Sheet for both the Bank and/or the Group;

e analyzing the hypothesis and assumptions embedded in the
Strategic Planning, Business Planning (business model
mapping), and Future Profitability;

e analyzing of risks related to the implementation of the Business
Strategy;

e analyzing risks and potential impacts measured via appropriate
Key Risk Indicators (KRI’s) and stemming from deviations in
relation to the expressed targets set in the Business Strategy &
Business Planning;

e developing scenarios and the execution of Stress Testing
Exercises;

e performing sensitivity analyses related to the risks entailed in
the dynamic profitability evolution and of the Asset & Liability
Structure;

e monitoring the development, execution, and revising of
financial targets related to the Strategy of NPE’s;

e selecting and using appropriate performance measures which
are adjusted based on risk (risk-adjusted performance metrics)
aiming to evaluate the Strategy Risks;

e executing industry wide Stress Test exercises according to
regulatory demands and guidelines (EBA, SSM, etc) in
cooperation with the involved units;

e executing modelling and sensitivity analyses under different
scenarios;

e monitoring of the evolution of NPEs;

e monitoring of the dynamic evolution of Assets & Liabilities
(Dynamic Asset Liability Management (“ALM”)), and
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e exercising a holistic overview on Climate and Environmental
(C&E) risk management activities, being the central C&E
reference point within Risk Management and the primary
liaison between Risk Management and Business Strategy
stakeholders for ESG matters, with a main focus on C&E
aspects. It aims to align C&E risk management processes
involving the different risk divisions/experts across risk types
(including the C&E Stress testing).

The GSRM consists of the:

e  Business Strategy Risk Monitoring Sector which in turn consists
of the Profitability Risk Monitoring Subdivision, the Business
model Risk & Risk Adjusted Performance Monitoring
Subdivision & the Strategic Risk Evaluation & Action Planning
Subdivision;

e  Scenario Planning & Analysis Sector which in turn consists of
the NPE Monitoring Subdivision, the Stress Testing & Sensitivity
Analysis Subdivision & the Integrated Forecasting & Stress
Testing Platform Management & Strategic Risk Evaluation Tools
Subdivision and

e Dynamic Modelling & Asset Liability Management Subdivision.

Group Risk Culture &Risk PMO Division (GRCRPMOD)
The mission of the GRCRPMOD is to:

e measure, monitor, control and report the Group’s Risk Culture
to Senior Management, as well as to develop and coordinate,
in collaboration with the Risk Culture stakeholders, the Risk
awareness enhancement activities for the reinforcement of
Risk Culture across the Group;

e coordinate project management activities related to Risk
Management Function projects;

e  support the Risk Management Function’s Units with regards to
activities that fall under the responsibilities of the Segment Risk
and Control Officer (“SRCO”).

The GRCRPMOD consists of the following :

e the Risk Culture Subdivision;

o the Risk PMO Subdivision;

e the Risk Segment Risk & Control Subdivision.

Model Validation Unit (MVU)

MVU’s responsibility is to:

e establish, manage, and enforce the Model Validation Policy
based on applicable regulatory guidance and requirements;

e develop new and enhance the existing Model Risk
Management standards;

e update the Model Validation Policy based on applicable
regulatory guidance and requirements;

e communicate and escalate model risk assessments to the
Board of Directors, the BRC, the CRO and the Senior
Management;

e independently validate and approve new and existing models
based on their materiality;

o document material model changes in the validation reports;

o recertify models on a regular basis, depending on their
materiality and review the results of on-going model
monitoring.

The MVU consists of the:

e  Market Risk Models Validation Subdivision;
e  Retail Credit Risk Models Validation Subdivision; and
e  Corporate Credit Risk Models Validation Subdivision.
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Group Corporate Banking Credit Division (GCBCD)

The mission of the GCBCD is to participate in the independent
function of credit risk management of the corporate portfolio of the
Bank and its Subsidiaries and Branches outside Greece. GCBCD's key
responsibilities are:

e  participation in the Credit Committees for corporate clients
with the right of veto;

o review all Corporate (incl. SAU and SAS) credit proposals,
submitted for assessment and approval by the competent
credit committees;

e review the outcome of the individual assessment for
impairment of lending exposures performed by the Credit
Granting units for the corporate portfolio of the Bank;

e  participation in the formulation/revision of Corporate Credit
Policies and Credit Procedures Manuals and other relative
regulations;

e drafting and circulation of guidelines/instructions for the
effective implementation of relevant policies and regulations;

e  participation in the classification process of Obligors;

e Monitoring of the implementation and the timely management
of the Early Warning alerts for each corporate client of the Bank
as well as the outcome of relevant actions;

e  Monitoring, on a quarterly basis, the proper use of existing
internal rating models for corporate clients of the Bank; and

e  Monitoring on a monthy basis of the timely renewal of credit
ratings and limits of corporate clients of the Bank.

Group Retail Banking Credit Division (GRBCD)

The mission of the GRBCD is to provide an independent assessment
of domestic and international retail credit. This is achieved through
the following:

* manage the Retail Credit Policy in co-operation with GCRCD;

o form the relevant Retail Banking Regulations;

e  participate in the development of Retail products in all stages
of the credit cycle (new credit, rescheduling, restructuring) and
determine the framework and dynamic controls of the relevant
credit criteria;

e set in detail through the frameworks referred in the relevant
Regulations the appropriate approval procedure;

e  participate in decision-making, in accordance with the approval
authority tables, based on the credit proposals of the relevant
Credit Granting units, which are solely responsible for the
correct presentation of the quantitative and qualitative data
contained in those. The GRBCD reviews the correct
implementation of the Credit Policy and Regulations.

The GRBCD consists of the:

e  Retail Banking Credit Policy Subdivision (Domestic);

e Applications Assessment Subdivision (Domestic);

e  Portfolio Analysis (Domestic) & International Subsidiaries Retail
Credit Subdivision; and

e  Credit Policy Implementation Review Subdivision.

Each Division/Unit has distinct responsibilities and covers specific
types of risk and all Divisions/Units report ultimately to the CRO.

I Risk Appetite Framework

Following work during 2018 and early 2019, the Bank recently
established a new, enhanced Risk Appetite Framework (RAF)
adhering to the best international practices.
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GCRCD has in place Risk Appetite Framework (RAF). The objective of
the RAF is to set out the level of risk that the Group is willing to take
in pursuit of its strategic objectives, also outlying the key principles
and rules that govern the risk appetite setting. The RAF constitutes
an integral part of the Group’s Risk Strategy and the overall Group
Risk Management Framework. The RAF has been developed in order
to be used as a key management tool to better align business
strategy, financial targets and risk management, and enable a
balance between risk and return. It is perceived as a reference point
for all relevant stakeholders within the Bank, as well as the
supervisory bodies, for the assessment of whether the undertaken
business endeavors are consistent with the respective risk appetite.

An effective RAF is fundamental to a strong risk management and
governance framework. The RAF is not just a Key Performance
Indicator (KPI) monitoring system; it constitutes an essential
mechanism to support the Board of Director’s oversight of the
strategy execution within the risk boundaries that the Group is
willing to operate. Through the RAF, overall aspirations of the Board
of Directors are translated to specific statements and risk metrics,
enabling planning and execution, while promoting firm-wide
thinking. In 2021, the RAF was updated to reflect the latest
developments and to get aligned with the new Business Plan of the
Group.

NBG has in place an effective RAF that:

e is formed by both top-down Board of Directors guidance and
leadership and bottom-up involvement of the Senior
Management and other Stakeholders, and understood and
practiced across all levels of the Bank;

e incorporates quantitative risk metrics and qualitative Risk
Appetite statements that are easy to communicate and
assimilate;

e supports Group’s business strategy by ensuring that business
objectives are pursued in a risk-controlled manner that allows
to preserve earnings stability and protect against unforeseen
losses;

o reflects the types and level of risk that the Bank is willing to
operate within, based on its overall risk appetite and risk
profile, sets the guidelines for new products development, as
well as the maximum level of risk that the Group can withstand,
through the risk capacity;

e  contributes in promoting a risk culture across the Group;

e s aligned with other associated key processes of the Bank.

Within this context, the RAF allows:

e to strengthen the ability to identify, assess, manage and
mitigate risks;

e to facilitate the monitoring and communication of the Bank’s
risk profile quickly and effectively.

The assessment of the Bank’s risk profile against the RAF is an
ongoing and iterative process. With regards to the timing that the
RAF update takes place (as part of the regular annual update
process), the interaction with other key processes of the Bank is
taken into consideration. Specific focus is placed to RAF’s interplay
with the Business Plan, as the two processes feed into each other: in
certain cases the risk appetite is expected to act as
backstop/constraint to the Business Plan, while for other cases, the
Business Plan provides input for setting risk tolerance levels. RAF is
also interrelated with other key processes such as ICAAP, ILAAP,
Recovery Plan, NPE Plan.
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I Risk Profile Assessment

In February 2022, the Bank enhanced its Risk Taxonomy and
developed a stand-alone Risk Taxonomy Framework document in
order to define and outline risk types and ensure the full alignment
in ICAAP and RAF.

The Group assesses the materiality of risks in a forward looking,
dynamic approach. The process takes into account information
collected from various sources and internal expertise, in order to
address the full spectrum of risks which may have a material impact
on its capital position. These sources include, but are not limited to,
business and risk analyses, consultation with internal and external
stakeholders, regulatory and supervisory analyses and publications
and audit report findings. With regards to the risk identification and
materiality assessment process, the Bank follows the gross
approach, as suggested by the regulator, using a common (internal)
definition of materiality across all the employed Business Units. On
top of this, qualitative and quantitative criteria have been
established. More specifically, a risk type is categorised as material,
in case at least one of the following criteria is satisfied:

e Quantitative: a significant impact (specific threshold) is
estimated in CET1 capital, upon the realization of these risks.

e Qualitative: any risk that may affect the future profitability and
capital adequacy of the Bank.

The outcome of the materiality assessment is used in the ICAAP
exercise as described in the following section. The Risk Profile is also
assessed through the RAF Dashboard that is reported on a monthly
basis to the Senior Management, as well as in the ICAAP Report
where its forward-looking dimension is presented.

I Internal Capital Adequacy Assessment Process (ICAAP)

The guides on ICAAP and ILAAP published by the ECB, which are not
legally binding, expect Banks to assess the risks they face, and
ensure, in a forward-looking manner, that all material risks are
identified, effectively managed and covered by adequate capital and
liquidity levels at all times. The ICAAP and ILAAP are, above all,
internal processes and remain the responsibility of individual
institutions to implement in a proportionate manner. As the ICAAP
and ILAAP are expected to play an even greater role in the SREP in
the future, Banks are encouraged to continuously improve these
processes, taking into consideration the seven ECB principles, below:

e  Principle 1: The management body is responsible for the sound
governance of the ICAAP/ILAAP.

e  Principle 2: The ICAAP/ILAAP is an integral part of the overall
management framework.

e  Principle 3: The ICAAP/ILAAP contribute fundamentally to the
continuity of the institution by ensuring its capital/liquidity
adequacy from different perspectives.

e  Principle 4: All material risks are identified and taken into
account in the ICAAP/ILAAP.

e  Principle 5: For ICAAP the internal capital is of high quality and
clearly defined. For ILAAP the internal liquidity buffers are of
high quality and clearly defined: the internal stable sources of
funding are clearly defined.

e  Principle 6: ICAAP/ILAAP risk quantification methodologies are
adequate, consistent and independently validated.
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e Principle 7: Regular stress testing aims at ensuring
capital/liquidity adequacy in adverse circumstances.

NBG Group has devoted substantial resources to the assessment of
its capital adequacy, relating to both risk and capital management.
The process is continuously developed and formalized so as to
enhance business benefits and support the strategic aspirations of
NBG Group.

ICAAP objectives are the:

e proper identification, measurement, control and overall
assessment of all material risks;

o development of appropriate systems to measure and manage
those risks;

e evaluation of capital required to cover those risks (the “internal
capital”).

The term “internal capital” refers to the amount of own funds

adequate to cover losses at a specified confidence level within a

certain time horizon (both set in accordance with the RAF).

The Group has created an analytical ICAAP Framework for the annual
implementation of the ICAAP. The ICAAP Framework is formally
documented and describes the components of ICAAP at both Group
and Bank level in detail. The respective framework comprises the
following:

e  Group risk profile assessment;

e  Risk measurement and internal capital adequacy assessment;
e  Stress testing development, analysis and evaluation;

e |CAAP reporting;

e ICAAP documentation.

Both the Board of Directors and the Bank’s Executive Committees
are actively involved and support the ICAAP. Detailed roles and
responsibilities are described in the ICAAP Framework document.
The BRC approves the confidence interval for “internal capital”,
reviews the proper use of risk parameters and/or scenarios where
appropriate, and ensures that all forms of risk are effectively
covered, by means of integrated controls, specialized treatment, and
proper coordination at Group level. The BoD bears ultimate
responsibility for the adequacy and proper execution of the ICAAP.

ICAAP’s Framework concerns the entire Group’s material risks. The
parameters taken into account are the size of the relevant Business
Unit/Group’s Subsidiary, the exposure per risk type and the risk
methodology and measurement approach for each type of risk.

The identification, evaluation and mapping of risks to each relevant
Business Unit/Group subsidiary is a core ICAAP procedure. Risks’
materiality assessment is performed on the basis of certain
quantitative (e.g. exposure as percentage of the Group RWAs) and
qualitative criteria (e.g. established framework of risk management
policies, procedures and systems, governance framework and
specific roles and responsibilities of relevant units, limits setting and
evaluation).

Following the risk materiality assessment process, the material risk
types are outlined in the following table:
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Table 2: Risk Materiality Assessment

Action following materiality

Risk T Level 1
isk Type (Level 1) assessment

Calculation of internal capital /

Credit Risk . R .
Assessment per business unit & entity
Calculation of internal capital /
Credit Risk . ; .
recdit s Assessment per business unit & entity
Counterparty Credit Risk  Calculation of internal capital
Market Risk Calculation of internal capital

. . Calculation of internal capital / Scenario
Operational Risk el

Analysis

Liquidity Risk Analy.tlcal assessment through the ILAAP
exercise

IRRBB Calculation of internal capital

Real Estate Risk

Country Risk (incl.
Sovereign)

Calculation of internal capital
Calculation of internal capital

Scenario Analysis / Assessment of
Bank’s actions to mitigate risk

Strategic/ Business
Model Risk
Assessment of Bank’s action to mitigate

Securitization Risk .
risk

Credit risk is considered as the most significant risk to capital, while
market, operational, Strategic/Business Model risks and other risk
types have also been identified as material.

Furthermore, the ICAAP process involves the evaluation of
Strategic/Business Risk also from a solvency perspective, as their
analysis includes forward looking scenarios, which primarily intend
to inform the strategic planning and decision-making and increase
the Bank’s awareness of potential vulnerabilities in relation to its
Business model/Strategy and sustainable profitability. In this
respect, it is concluded that no additional internal capital is required
to be held against Strategic/Business Model risk.

The calculation of NBG Group “Total Internal Capital” consists of two
steps: In the first step, internal capital per risk type is calculated on
a Group basis. NBG Group has developed methodologies allowing
the calculation of the required internal capital for quantifiable risks.
These are reassessed on a regular basis and upgraded in accordance
with the global best practices. In the second step, internal capital per
risk type is summed up to yield the Group’s “Total Internal Capital”.

Capital allocation aims at distributing the “Internal Capital” to the
Business Units and Subsidiaries so that ICAAP connects business
decisions and performance measurement.

For 2022, the Bank implemented the ICAAP by estimating the
relevant internal capital for all major risk types at Group level.
Calculations were based on methodologies already developed in the
ICAAP Framework. Moreover, the Group conducted a bank-wide
macro Stress Test exercise, relating to the evolution of its CET 1
Capital under adverse scenarios (so as to ensure relevance and
adequacy of the outcome with a realistic and non-catastrophic
forward-looking view of downside tail risks).

In addition to the institution-wide bottom-up solvency stress test, a
number of Business risk and portfolio stress tests as well as reverse
stress tests and sensitivity analysis were also performed, aiming at
increasing the Group’s awareness of its vulnerabilities.

It should be noted that the Bank implements, monitors and uses the
ICAAP aiming at achieving full compliance with the EBA and ECB
guidelines and standards concerning ICAAP/ILAAP, the Supervisory
Review and Evaluation Process (“SREP”) and Stress Testing.
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I Internal Liquidity Adequacy Assessment Process (ILAAP)

The scope of ILAAP is to assess that the Group has adequate liquidity
sources to ensure that its business operations are not disrupted,
both in a going concern status, as well as under stressed conditions.
Within the ILAAP the Group evaluates its liquidity and funding risk in
the context of a management framework of established policies,
systems and procedures for their identification, management,
measurement and monitoring.

The ILAAP is an integrated process, therefore it is aligned with the
Group’s Risk Management Framework and takes into account its
current operating environment. Moreover, besides describing the
Group's current liquidity state, it further serves as a forward-looking
assessment, by depicting the prospective liquidity position, upon the
execution of the Bank’s Funding Plan. Finally, the ILAAP examines
the potential impact of the realization of extreme stress scenarios,
on the Bank’s liquidity position, ensuring that the Group can
withstand such severe shocks and continue operating.

BCBS 239

BCBS 239 is the Basel Committee on Banking Supervision's standard
with an overall objective to strengthen banks’ risk data aggregation
capabilities and internal risk reporting practices, in turn, enhancing
the Group risk management and decision making processes at banks.

NBG initiated BCBS 239 program in April 2019 to reach the desired
target state of compliance with the 3 main pillars, namely
Governance and Infrastructure, Risk Data Aggregation Capabilities
and Risk Reporting Practices, which embed all the main principles set
by the standard. More specifically, the Bank completed the
implementation of a set of mitigating actions, such as:

e Development of 40 Service Level Agreements, standardizing
data exchanges between Risk Divisions and Non-Risk Divisions
or Subsidiaries of the Bank and providing a clear mapping of
the data flow and the dependencies among the involved
counterparties;

e Review of the IRRBB framework;

e  Establishment of a formal adjustment log within Data
Governance Tool and monitoring functionality;

e Standardization of Risk documentation and alignment to a
common template;

e Assessment of NPE reporting process and establishment of
quality metrics for the NPE stock;

e Integration of the BCBS 239 self-assessment function.

The Bank further enhances compliance with all 11 overarching
principles for effective risk data aggregation, governance and
reporting, through actions such as improvement in automation in
data management and reporting process, monitoring and
documentation of data quality controls.

Risk Culture Program

Risk Culture is defined as an institution’s norms, attitudes and
behaviors related to risk awareness, risk taking and risk
management, and the controls that shape decisions on risk. Risk
Culture influences the decisions of management and employees
during the day-to-day activities and has an impact on the risks they
assume.

The objective of NBG is to establish a sound and consistent Risk
Culture across all Units that is appropriate for the scale, complexity,
and nature of the Bank’s business, in line with
regulatory/supervisory requirements and in accordance with best
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business practices, based on solid values which are articulated by the
Bank’s Board of Directors and Group’s Senior Management.

The Group Risk Management Function, as part of the Risk Culture
Program, established the Risk Culture Framework (“RCF”), with the
objective to define and document the principles, processes and
methodologies that pertain to the identification, measurement,
monitoring and reporting of Risk Culture in NBG. The RCF is a key
element for the establishment of a sound Risk Culture within the
Group. It constitutes an essential tool for the Board of Directors and
Senior Management to ensure that the Risk Culture is monitored and
measured consistently over time and risk awareness enhancement
actions are taken when necessary, while at the same time meets the
Supervisory Authorities’ expectations on efficient risk governance,
based on common perception of risk culture-related issues.

NBG has in place an effective RCF that:

1. Isaligned with the core Human Resources values;

2. Is formed by both top-down Board and Senior Management
guidance and leadership and bottom-up involvement of
management and other stakeholders, and is understood and
applied across all levels of the Bank;

3. Incorporates Risk Culture Principles that

communicate and assimilate;

are easy to

4. Describes the process for the definition and implementation of
personnel’s risk awareness and corresponding behaviors’
enhancement initiatives;

5. Incorporates a forward-looking view about the Group’s Risk
Culture profile expectations through setting the corresponding
Risk Culture Principles;

6. Establishes the governance arrangements for its update and
monitoring.

Risk Culture: Foundational Elements and Assessment

Indicators

Risk Appetite
Framework

Effective Risk
Governance

Figure 3: Elements of Risk Culture Program
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Risk Culture: Assessment Indicators

. Lead by Example
. Assess our values
o Ensure common

understanding and risk . Ownership of risk
awareness . Escalation Process

° Learn from past . Clear consequences
experience

Effective
Communication &
Challenge

Incentives

. Open to alternate views
. Stature of control

functions ° Encouraging behaviours
that optimize the risk &

reward relationship

° Development of
personnel’s skills on
identifying & managing
risks

Figure 4: Risk Culture assessment indicators

Risk Culture Program: Risk Awareness Enhancement
Initiatives overview

Given NBG’s objective to promote risk and control awareness,
seeking that all employees are fully aware of the risks arising in the
course of their work and have adequate skills for their management,
including the establishment of adequate and efficient controls, the
Risk Culture Stakeholders develop and implement, on an annual
basis, Risk Awareness Enhancement Activities around the following:

Trainings

Workshops

Governance &
Processes

Other
Activities
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Mandatory on a Bank-wide scale or targeted
to specific audience.

Driven by new Policies or other Governance
Documents approval.

Familiarization with processes and other
developments.

Support on carrying out duties under the
Scope of established Roles & Responsibilities.
Meetings for educating and providing
assistance on implementation issues.
Deep-dive sessions on assessing projects’
outcome.

Enhancements in line with regulatory
developments and best practices.

Design and implementation of new Roles and
Methodologies.

* Ad hoc activities based on identified needs.

Communication initiatives:
newsletters, postings.
Cross-functional collaboration.
Cross-group collaboration.

Op Risk Forums &OpRisk Portal Access to
Risk Spotolight External Events Database.

Teasers,

Figure 5: 2022 Risk awareness enhancement initiatives
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I New developments within 2022 and 2023 initiatives

NBG Risk Taxonomy

In order to integrate Enterprise Risk Management (“ERM”) practices
and enhance the overall risk Group Management Framework, the
Risk Management Function reviewed and updated the NBG Risk
Taxonomy Framework, in collaboration with all involved parties.
NBG Risk Taxonomy Framework was approved by the Senior
Executive Committee in February 2022.

The Framework aims to:

e establish a common language allowing for the effective
classification and coverage of the entire range of the risks that
NBG faces;

e describe the associated governance and review process;

e update and outline the Risk Types that the Group is exposed to,
in order to serve as a unique point of reference for all relevant
risk management processes.

In terms of taxonomy content, Risk Types were reviewed and
updated with additional emphasis on the Non-Financial Risks
(Operational Risk and Strategic Risk) as well as on the pursuit of
alignment with new regulatory requirements (i.e. the incorporation
of ESG risk factors) and best practices.

The Bank recognizes ESG as transversal, cross-cutting risks rather
than stand-alone risks and considers them as drivers of existing types
of financial and non-financial risks. Moreover, for the Non- Financial
Risks (Operational risk and Strategic risk), ESG risks are treated as
distinct Risk Themes as per the table below.

The main objectives of the NBG Risk Taxonomy Framework are to
improve:

e Risk identification by providing a benchmark that can be used
as a prompt in determining the particular risks faced by the
organization;

e  Risk assessment by facilitating comparison and aggregation of
related data and providing a basis for validation;

e Risk monitoring by providing a common frame of reference
that enables meaningful analysis and oversight of the outputs
generated by any risk management tool;

e  Risk reporting by providing a consistent way of describing risks
enabling comparison across different business entities,
business lines and geographic regions.

NBG’s Risk Taxonomy comprises of Risk Types which support a multi-
level tree categorization in which NBG's risks are classified and of
Risk Themes which are sub-categories of Non-Financial Risks, the
inclusion of which in the NBG Risk Taxonomy Framework provides
an additional dimension improving the overall risk classification. Risk
Themes are also used in order to accommodate additional
regulatory compliance requirements and internal risk analysis and
reporting needs.

Risk Themes
e  Legal Risk
e  Compliance Risk

e  Financial Crime Risk
e  Conduct Risk

e  Model Risk
° ICT Risk
e ICT Failure

e  Cyber-attack (internal & external)
e  Data Quality Risk
e  Vendor/3rd Party Risk
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Outsourcing Risk
Environmental Risk
Social Risk

Business Continuity Risk
Project Risk

Human Resources Risk
Reputational Risk

Table 3: Risk Types

Risk Type Level 1 Risk Type Level 2

Credit Risk Concentration Risk
Residual Risk
Underwriting Risk
Pre-settlement Risk
Settlement Risk
CVA Risk
Wrong-way-Risk

Counterparty Credit Risk

Concentration Risk
Market Risk Interest rate Risk
Equity Risk
Foreign Exchange (FX) Risk
Commodity Risk
Vega Risk
Market Liquidity Risk
Credit Spread Risk
Issuer Risk
Concentration Risk
Correlation Risk
Underwriting Risk
Liquidity Risk Funding Risk
Asset Encumbrance Risk
Concentration Risk

Interfest rate risk in the Gap Risk
banking book (IRRBB)

Basis Risk

Option Risk

Credit spread risk from non-trading

book activities (“CSRBB“)
Real Estate Risk
Pension Risk
Country Risk Sovereign Risk
Transfer Risk
Convertibility Risk
Strategic/Business Model Risk Strategic Positioning Risk

Strategy Execution Risk
Securitization Risk
Operational risk Internal Fraud
External Fraud

Employment Practices and
Workplace Safety

Clients, products and business
practice

Damage to Physical Assets

Business disruption and systems
failure

Execution, delivery and process

management
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In 2022 the Bank continued to drive the improvement of its OR
management through a range of initiatives. Among these, the most
significant are:

e As part of the Enterprise Risk Management Project which is
part of the Bank’s Transformation Plan, GORMD performed an
analysis of the Outsourcing, Vendor/3d Party and Cyber Attack
(Internal/External) Risk Themes. The scope of the Project
comprised the following steps:

o Definition of Roles and Responsibilities and depiction in a
RACI matrix

o Assessment of the adequacy of all related documents such as
Mandates, Policies, Frameworks

o Design or update of the reporting and monitoring procedures
o Definition of the relative risk metrics (KRIs).

e The review and update of NBG’s Key Risk Indicators (“KRIs”)
Dashboard. All KRIs were reviewed in order to further improve
their relevancy and consistency with Bank’s Risk Profile,
whereas all KRIs thresholds were also reviewed and calibrated.
Furthermore, new KRI Dashboards were developed for major
Domestic (NBG Leasing, NBG Factors) and Foreign (NBG Cyprus,
Stopanska Banka) Subsidiaries.

e The successful implementation of the Operational Risk
Management Module of the Governance, Risk and
Compliance (“GRC”) Platform. The transition to the new
platform was completed on time and ORM module is fully
operational since Q1.22. Additionally, GORMD’s certified
personnel provides Group wide training on the new capabilities
of the platform on an ongoing basis.

e The enhancement of the Outsourcing Risk monitoring process.
The Bank updated its Outsourcing Policy in June 2022 and
developed a detailed Outsourcing Procedure, which
encapsulates the whole outsourcing process lifecycle. GORMD
continued with the ongoing monitoring of the Outsourcing Risk
that includes, among others, the review of all Outsourcing Risk
Assessments, the evaluation of Critical Outsourcing
Arrangements and the relevant Exit Plans, as well as the
preparation of regular reporting to the Outsourcing
Committee.

Other projects which were completed in 2022 and are related to the
enhancement of management of Operational Risk are the following:

e  The Operational Risk Management Framework as well as the
relevant Policy and Guidelines documents were revised in
order to incorporate all new regulatory developments (BCBS
Principles on the Sound Management of Operational Risk and
Operational Resilience.

e The Risk & Control Self Assessment exercise, which
emphasises in the systematic identification and efficient
mitigation of potential operational risk exposures, was
completed throughout all Bank’s Business Units and Group’s
Subsidiaries..

e Aiming at the identification and measurement of potential
future, significant operational risk exposures, the Bank’s
Executive and Senior Management conducted for a fourth
consecutive year, an evaluation of the Group’s main risks (Top
Operational Risks) based on the Scenario Analysis
Methodology.

e  The monitoring of Cyber Risk and the review of all ICT and
Business Continuity documents was an additional priority
given by Group Operational Risk in 2022. Besides, GORMD
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continued with consulting and advising on services delivered
on Cloud and participated in the Power Outage Scenario
Implementation.

e  GORMD reviewed and commented upon approximately 60
Bank Policies, as well as on New and Updated Products and
Services designed and implemented by the Bank.

Finally, and in order to establish and develop a number of Risk
Culture initiatives, Group Operational Risk applied an extensive
Operational Risk training program that was provided throughout
the Group. A new initiative was the training on Outsourcing Risk
Management that was delivered to the Bank’s BU Heads in Q4 2022.
Additional training sessions for URCOs have been scheduled for 2023
in cooperation with HR. In addition, GORMD launched Operational
Risk Forums within Greece as well as for international subsidiaries
and continued updating the Operational Risk Portal, which serves as
a centralized access point for all relevant Operational Risk material.

Strategic / Business Model Risk

In the context of the review of the NBG Risk Taxonomy (see above),
the current or prospective risks of the Group’s Business Model on
the viability and sustainability, i.e. the Business Model becoming
obsolete or irrelevant and/or losing the ability to generate results
aligned with the Group’s strategic objectives and stakeholders’
expectations, were redefined.

These risks are associated with vulnerabilities in Strategic Positioning
or Strategy Execution (delivery) as a result of external or endogenous
risk factors and possible inability to effectively react thereon.

The impact of Strategic risks is demonstrated through:

o failure to deliver the expected results, i.e. material deviations
from a defined Business plan in terms of Profitability, Capital
and/or Brand perception; and

e long term deterioration of competitiveness, i.e. worsening
relative position compared to peers benchmarks in
strategically important areas.

More specifically:

Strategic Positioning risk: the prospective risk in the Group's long-
term competitive position, i.e. the Business model becoming
obsolete or irrelevant. The Strategic positioning risk impact is
demonstrated through relative underperformance compared to
peers benchmarks in strategically important areas. The risk sources
are potential vulnerabilities in the strategic design, lack of
diversification in revenue generation, external disruptive factors
(such as new market entrants) and inability to effectively/timely
adapt the Business model components to the market dynamics
(adaptability in terms of value proposition, customer segments,
servicing channels, partnerships, internal resources utilization and
efficiency).

Strategy Execution risk: The current or prospective risk to
profitability and/or Franchise (Brand) perception, due to failed or
inadequate delivery of a defined Business plan Execution risks are
arising from changes in the external business environment
(competition, regulation, market conditions) or from endogenous
failure to successfully conclude strategic initiatives and projects in
line with the Business plan, and the inability to react effectively
thereon.

Basel Ill reforms (Basel IV)

The European Banking Authority and the European Central Bank
affirmed the importance of timely and faithful implementation of
the outstanding Basel Ill reforms in the European Union, to ensure
banks can withstand future crises and a necessary condition for the
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proper functioning of the European and global financial systems, and
supported the decision of the Basel Committee to delay the
implementation date of the final Basel Ill reforms by two years to
2025.

Thus, Basel IV /Basel Ill reforms specific modifications are effective
from 1st January of 2025. More specifically, the Bank has to properly
implement in its processes, systems and practices the respective
reforms that improve risk capture and risk granularity of
Standardized Approach and in parallel to seek for best practices, in
collaboration with Business Units, regarding loan granting taking
into account the risk diversification implied by the new rules.

<+ Credit Risk

The main changes in Credit Risk under Standardized approach
introduced in the legislative package are the following:

e Increased CCF for off-balance sheet items.

e Higher RWAs% of 250% and 400% in riskier speculative
investments.

e Introduction of Grades for the unrated institutions based on
quantitative and qualitative criteria.

e Introduction of two methods for risk weighting for Residential
/ Commercial Real Estate, namely “loan splitting approach” and
“Loan to Value (“LTV’) approach”, each applicable upon
satisfaction of specific eligibility criteria.

e Introduction of new asset classifications for Residential /
Commercial Real Estate, namely “Income producing real
estate” and “Loans financing land acquisition, development or
construction”.

e Introduction of new category of performing retail exposures
(transactors) with RWAs% of 45%.

% Market Risk

The revised Market Risk framework under Basel Il (i.e., the

Fundamental Review of the Trading Book (“FRTB”) outlines two

approaches for the calculation of the respective capital

requirements:

1. The Standardized Approach (“SA-FRTB”), with the following
key risk measures:

e  Sensitivity Based Risk Charge (“SBRC”).

e  Default Risk Charge (“DRC").

e  Residual Risk Add-on (“RRAO").

2. Thenternal Model Approach (“IMA-FRTB”), with the following
key risk measures:

e  Expected Shortfall (“ES”).
e  Default Risk Charge (“DRC”).
e Non-Modellable Risk Factors (“NMRFs”).

SA-FRTB serves as a fallback approach and as a benchmark to the
internal model outcome, thus it is compulsory for all banks.

o

Moreover, SA-FRTB came into effect for reporting purposes in
3Q.21.

«+ Counterparty Credit Risk (“CCR”)

NBG has fully implemented and applies the revised standardized
approach for the calculation of CCR capital requirements (“SA-CCR”)
on the relevant module of NBG’s market risk engine since 2Q.21.

®,

«» Operational Risk

All existing approaches for the calculation of own funds
requirements for Operational Risk are replaced by a single, non-
model-based approach based on the following components:
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e Business Indicator: A financial-statement-based proxy for
operational risk, which comprises three components: (i) the
interest, leases and dividend component, (ii) the services
component, and (iii) the financial component

e  Business Indicator Component is calculated by multiplying the
Business Indicator by a set of regulatory determined marginal
coefficients

e Internal Loss multiplier: it is a scaling factor based on a Bank’s
average historical losses incurred over the previous 10 years
and the Business Indicator Component.

New Reporting Tool for Credit Risk Purposes

Synergies among IT and Credit Risk Units for the architecture and
implementation of a new in-house module for the union and
blending of credit risk data, supported mainly from the IT
infrastructure as well as from excel files in order to be consistent
with the Financial Statements, i.e. other assets. The new module will
carry out the automation and integration of all credit risk reporting
requirements according to the Basel Ill framework. Moreover, the
module will be updated accordingly with the new rules of Basel IV
(Basel Il reforms specific modifications), effective from 1st January
of 2025.

Pricing and Credit Risk Models

The Bank has in place a well-defined risk-adjusted pricing framework
that is based on fundamental pricing principles and is governed by
relevant guidelines, robust methodologies and tools.

The Bank, in Q4 2022, has initiated the revision and update of the
components factored in the Risk-based Corporate & Retail Pricing
models, i.e. incorporating actual Funding cost curves, Operational
Expenses & Credit Risk. The update will be completed within 2023
and all relevant amendments will be incorporated in Pricing
Guidelines.

Furthermore, the Bank in a continuous effort to improve its
efficiency and the quality of the services provided, is moving to a
more advanced credit risk models suite for the retail portfolios.

Following the previous years’ re-development of the retail
household application scorecards and development of customer
level behavioral scores, a new suite of models for the Small Business
(SB) portfolio was developed. The new models will facilitate the
Bank’s strategic expectation regarding Small Business (SB) segment.
More specifically, 23 new models were developed, utilizing a wide
range of both company’s and key owners’ information, innovative
transactional data (i.e. current accounts and credit cards
transactions), as well as novel elements such as the ecosystem of the
related companies (network models). The model outcome is
combined with the existing SB behavioral model and the Retail
behavioral model for company owners, resulting to enhanced
predictive power, while optimizing the use of different models for
different use scenarios: empowerment of credit approval process,
targeted product offering to non-lending customers, cross selling
and marketing campaigns.

The systemic implementation of the newly developed models and
the alignment with the existing Small Business Swimlane framework
is expected to be completed within 2023. Additionally, a set of new
data sources (e.g. open banking data) will be explored aiming to
further enhance SB modelling.
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New Corporate Rating Model

In February 2022, the implementation of the New Corporate Rating
Model (“CRM”) was completed and the model was launched into
production. The New CRM which is the core model of NBG’s
Underwriting Platform, “Moody’s CreditLens (CL)”, is an optimized
model, with more recent, representative data which is also
enhanced with Early Warning System capabilities (i.e. integration of
customer behavioral score in the evaluation process) and is expected
to provide more accurate ratings, facilitating the Bank’s lending
activities.

IFRS 9 Models Review in 2022
«»* IFRS 9 SME Retail PD and LGD

In 2022, NBG finalized and launched two new models for the Retail
SME portfolio which are utilized for IFRS 9 purposes from 4Q.22
onwards. The new models are considered as major developments in
the Bank because, in contrast to the previous methodologies used,
they have the ability to produce obligor specific risk sensitive
estimates. The SME Retail PD produces estimates at an account level
and the SME Retail LGD considers three basic model components
that lead to the implementation of conceptually sound estimates.

< IFRS 9 / Consumer Term Loans LGD

Within 2022, the Bank re-developed, finalized and launched a new
Consumer Term Loans LGD model which is utilized for IFRS 9
purposes from 4Q.22 onwards. This fully re-designed new model
incorporates the new Definition of Default, utilizes macro FLI in all of
its components and handles various issues concerning the initial
model version.

IFRS 9 Models Review in 2023

In the context of IFRS 9 Models Review project, a re-development
phase of Retail Non-SME Revolving Products models is underway.
This is the sole remaining loan segment where the initial models’
version is still applied, and the scope of the project is to help the
Bank achieve high quality and sound implementation of IFRS 9
principles that meet regulatory expectations across loan portfolios.
Moreover Corporate and SME Retail EAD models’ development will
be finalized and will be implemented in the Bank’s systems.

In addition, the optimization of the Project Finance (PF) scorecard
has been initiated and is expected to be completed and
implemented by the end of 2023. Project Finance is one of the 5
different rating models comprising NBG’s Corporate Credit Rating
System (CCRS) and is used in order to assess Corporate exposures,
where the purpose is to finance the development or acquisition of
large, complex and expensive installations. The new scorecard will
ensure full alignment with the regulatory expectation.

°,

+» Update of Credit Risk Model Development Policy

In 2023, the Bank will finalize the update of the Model Development
Policy (“Policy”) which will be submitted for approval to the
competent committees. The purpose of the Policy is to set out a
coherent framework of principles and standards governing the
development, and documentation of credit risk models, providing
guidance for their quantitative monitoring . The Policy applies to all
models used for credit risk measurement purposes, including
financial reporting and credit impairment calculation, regulatory,
credit decision making, as well as Internal Capital Adequacy and
Stress Testing purposes. The Policy is in line with the requirements
of the regulatory guidelines and market leading practices and
ensures that credit risk models are “fit for purpose” taking into
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account their ability to generate accurate and consistent estimates
for the measurement of credit risk on an on-going basis.

Market Risk and Counterparty Credit Risk

Given the Bank’s continuous effort to enhance the robustness and
completeness of its Market Risk and Counterparty Credit Risk
management processes and in order to comply with the revised
regulatory framework (Basel Ill), the key developments related to
these risks within 2022 are summarized below:

e Following the successful completion of SSM’s onsite
investigation, NBG received ECB’s approval for the inclusion of
Vega risk in the VaR model, which improves the risk factor
coverage, accuracy and robustness of the model and,
consequently, the estimation of Market Risk capital charges;

o Implementation of a new methodology based on ISDA’s
Standard Initial Margin Model (SIMM) model for the
calculation of the Potential Future Exposure (PFE) of derivative
transactions with corporate clients.

Moreover, the following actions are scheduled for 2023:

e Inclusion of Vega risk in the VaR/sVaR calculations since
January 2nd 2023, based on ECB’s approval letter

e Transition of all PFE calculations to a new simulation engine,
which utilizes the existing Market and Counterparty Credit Risk
infrastructure

* Implementation of the revised standardized approach for the
calculation of CVA capital charges under Basel Il (BA-CVA), as
well as of the current regulatory framework, in the same risk
platform used for Counterparty Credit Risk capital
requirements

e  Update of Market Risk Policy and Methodology documents, to
reflect the inclusion of Vega risk in the VaR model

o Delivery of the EBA 2023 Stress Test templates related to
Market Risk, Counterparty Credit Risk and Liquidity Reserves.

Interest Rate Risk in the Banking Book

Policy interest rates have been increasing steadily since H2.2022,
mainly as a monetary policy response to recent inflationary
pressures linked to the rise of energy prices and exacerbated by the
war in Ukraine. This important development marks the transition
from near-zero to new, substantially increased interest rate levels,
which has propagated to all major market interest rate benchmarks.
The Bank has monitored closely the effect of these developments to
the core interest rate risk metrics of the Balance Sheet and designed
appropriate RAF metrics changes, in order to better capture the
Bank’s Risk Appetite in this shifting interest rate environment.

In this context, the RAF update project, which is due to be completed
in Q1.2023, will include substantial changes in the IRRBB NIl
sensitivity metrics, in order to align the Bank’s Risk Appetite to this
risk type in the current interest rate environment.

Additionally, the GFLRMD formulated and presented to the ALCO
Committee a new framework for monitoring and managing Credit
Spread Risk in the Banking Book, in order to comply with the updated
Regulatory requirements. The Bank plans to conclude during 2023
the definition of the Credit Spread Risk in the Banking Book
framework, with the completion and approval of the relevant Policy
Document.
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Liquidity Risk

In the context of continuously improving its Liquidity Risk
Management Framework and respond to the regulatory
requirements, the Bank completed in 2022 the following exercises /
enhancements:

e  The submission of the updated documents “Identification of
Key Liquidity Entities” and “ldentification of Key Liquidity
Drivers”, as part of the wider SRB Resolution;

e The enhancement of operational efficiency of the in-house
liquidity application with the implementation of archiving and
restoring processes.

Moreover, several enhancements and new initiatives are planned to
be implemented during 2023. More specifically:

e  Update of Liquidity Risk Management Policy and Contingency
Funding Plan, as per the supervisory requirements;

e  Submission the required by SRB document in the context of the
2023 liquidity in resolution project;

e Implementation of the new guidelines for the
Additional Liquidity Monitoring Metrics (“ALMM”).

4.2 Credit Risk

supervisory

4.2.1 Credit granting processes and controls

Credit risk is the risk of financial loss relating to the failure of a
borrower to honor its contractual obligations. It arises in lending
activities as well as in various other activities where the Group is
exposed to the risk of counterparty default, such as its trading,
capital markets and settlement activities. Credit risk is the largest
single risk the Group faces. The Credit risk processes are conducted
separately by the Bank and each of its subsidiaries. The credit risk
procedures established by the subsidiaries are coordinated by the
GCRCD.

The Group’s credit granting processes include:

e  Credit-granting criteria based on the particular target market,
the borrower or counterparty, as well as the purpose and
structure of the credit and its source of repayment;

e Credit limits that aggregate in comparable and meaningful
manner different types of exposures at various levels;

e Clearly established procedures for approving new credits as
well as the amendment, renewal and re-financing of existing

e credits.

The Group maintains on-going credit administration, measurement
and monitoring processes, including in particular:

e Documented credit risk policies;

e Internal risk rating systems;

e Information systems and analytical techniques that enable
measurement of credit risk inherent in all relevant activities.

The Group’s controls implemented for the above processes include:

e  Proper management of the credit-granting functions;

e  Periodical and timely remedial actions on deteriorating credits;

e Independent, periodic audit of the credit risk management
processes by the Group Internal Audit Function, covering in
particular the credit risk systems/models employed by the
Group.

Additionally, the GCRCD measures and monitors credit risk on an on-
going basis through documented credit risk policies, internal rating
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systems, as well as information systems and analytical techniques
that enable measurement of credit risk inherent in all relevant
activities. Thus, the Group achieves active credit risk management
through:

e The application of appropriate limits for exposures to a
particular single or group of obligors;

e  The use of credit risk mitigation techniques;

o  The estimation of risk adjusted pricing for most products and
services;

e A formalized validation process, encompassing all risk rating
models, conducted by the Bank’s independent MVU.

4.2.2 Credit Policy for Corporate Portfolios

The Credit Policies for the Corporate portfolios of the Bank and its
Subsidiaries (“the Subsidiaries”) present the fundamental policies
for the identification, measurement, approval and monitoring of
credit risk related to the Corporate Portfolio and ensure equal
treatment for all obligors.

The Corporate Credit Policy of the Bank is approved by the Board of
Directors (BoD) upon recommendation of the Board Risk Committee
(BRC) following proposal by the Group CRO to the BRC and the
Executive Committee and is reviewed on an annual basis and revised
whenever deemed necessary and in any case every two years.

The Credit Policy of each Subsidiary is approved by the competent
local Boards/Committees, following a recommendation by the
responsible Officers or Subsidiaries’ Bodies, according to the
decisions of the Bank and the provisions of the Credit Policies. Each
proposal must bear the prior consent of the Group Chief Credit
Officer (CCO) in cooperation with the Head of NBG’s Group Credit
Risk Control Division (GCRCD) for issues falling under their
responsibility. The subsidiaries’ Credit Policies are reviewed on an
annual basis and revised whenever deemed necessary and in any
case every two years.

4.2.3 Credit Policy for Retail Banking

The Credit Policy for the Retail Portfolio (Credit Policy) sets out the
fundamental principles and the minimum rules and conditions for
the control (identification, measurement, approval, monitoring and
generation of management information) of the credit risk deriving
from retail financing, both at Bank and Group level.

The Credit Policy is designed in such a manner as to be an integral
part of the Risk Appetite Framework, meeting the requirements of
the current legal and regulatory framework and in any case, ensures
equal treatment for all counterparties.

Its main scope is to enhance, guide and regulate the effective and
adequate management of credit risk, thus achieving a viable balance
between risk and return.

All credit risk control procedures, always in compliance with the
Credit Policy, are set out in the Procedures and Management
Regulation Manuals of the relevant Retail Divisions. These
procedures are subject to amendments, which facilitate the Bank’s
alignment with the business environment.

The Retail Regulations are made to serve three basic objectives:

e to set the framework for basic credit criteria, policies and
procedures;

*  to consolidate Retail Credit policies of the Group; and

e  to establish a common approach for managing Retail Banking
risks.
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The Credit Policy is approved by the Board of Directors of the Bank
(BoD) upon the recommendation of the Board Risk Committee
(BRC), following proposal by the General Manager of Group Risk
Management (Chief Risk Officer), to the Executive Committee and
the BRC. Credit policy is reviewed on an annual basis and revised
whenever deemed necessary and in any case at least every two
years.

The Retail Credit Policy of each Subsidiary is approved and can be
amended or revised by the competent local Boards/Committees,
following a recommendation by the responsible Officers or
Subsidiaries’ Bodies, according to the decisions of the Bank and the
provisions of the Credit Policies. Each proposal must bear the prior
consent of the Group CCO or the Head of NBG’s Group Retail Credit
Division in cooperation with the Head of NBG’s Group Risk Control
and Architecture Division for issues falling under their responsibility.
The subsidiaries’ Credit Policies are subject to periodical revision.

The NBG Group Retail Banking Credit Division reports directly to the
Group CCO. Its main task is to evaluate, design and approve the
credit policy that governs the retail banking products, both locally
and abroad. Furthermore, the Division closely monitors the
consistent implementation of both credit policy provisions and
credit granting procedures.

Through the implementation of the Credit Policy, the evaluation and
estimation of credit risk, for new as well as for existing products, are
effectively facilitated. The ongoing assessment of the credit facilities
is considered as an integral part of the credit risk monitoring.

NBG’s Senior Management is regularly informed on all aspects
regarding the Credit Policy. Remedial action plans are set to resolve
the issues, whenever necessary, within the risk appetite and
strategic orientation of the Bank.

4.2.4 Concentration Risk

The Bank manages the extension of credit, controls its exposure to
credit risk and ensures its regulatory compliance based on an
internal limits system. The GCRCD is responsible for limits setting,
limits monitoring and regulatory compliance.

The fundamental instruments for controlling Corporate Portfolio
concentration are Obligor Limits reflecting the maximum permitted
level of exposure for a specific Obligor given its Risk Rating, and
sector limits that set the maximum allowed level of exposure for any
specific industry of the economy; industries are classified in groups
on the basis of NACE (General Industrial Classification of Economic
Activities within the European Communities) codes. Sector limits
constitute part of the Bank’s Risk Appetite Framework and are
revised at least annually. Excesses of the Industry Concentration
Limits should be approved by the Board Risk Committee following a
proposal of the General Manager of Group Risk Management (CRO).
Any risk exposure in excess of the authorized internal Obligor Limits
must be approved by a higher level Credit Approving Body, based on
the Credit Approval Authorities as presented in the Corporate Credit
Policy.

Credit risk concentration arising from a large exposure to a
counterparty or group of connected clients whose probability of
default depends on common risk factors is monitored, through the
Large Exposures reporting framework.

Finally, within the ICAAP, the Bank has adopted a methodology to
measure the risk arising from concentration to economic sectors
(sectoral concentration) and to individual companies (name
concentration). Additional capital requirements are calculated, if
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necessary, and Pillar 1 capital adequacy is adjusted to ultimately take
into account such concentration risks.

4.3 Counterparty Credit Risk

Counterparty Credit Risk (CCR) arises from the potential failure of
the obligor to meet its contractual obligations and stems from
derivative and other interbank secured and unsecured funding
transactions, as well as commercial transactions.

Complementary to the risk of the counterparty defaulting, CCR also
includes the risk of loss due to the deterioration in the
creditworthiness of the counterparty to a derivative transaction.

NBG’s CCR predominantly stems from Over the Counter (OTC) and
Exchange Traded (Listed) derivative products and, to a lesser extent,
from interbank secured and unsecured funding transactions, as well
as commercial transactions to which the Bank has limited CCR
exposure.

The Group has established and maintains adequate measurement,
monitoring, and control functions for counterparty credit risk,
including:

e CCR measurement systems and methodologies that aim to
capture and quantify all material sources of CCR, in ways that
are consistent with the scope of the Group’s activities.

e  The calculation of the key CCR metrics, namely the Exposure at
Default (“EAD”), the PFE and the Credit Valuation Adjustment
(“CVA”) relevant to the aforementioned transactions. These
metrics are used for limits monitoring purposes, for the
calculation of the CCR capital requirements, as well as for
accounting valuation adjustment and collateral management
purposes.

e  Back-testing procedures, which aim to assure the validity and
robustness of the models used for the calculation of the PFE of
derivative transactions.

e Adequate and effective processes and information systems for
measuring, monitoring, controlling, and reporting CCR
exposures.

e Related IT systems are sophisticated enough to capture the
complexity of the trading activities of the Group. Reports must
be provided on a timely basis to the Board of Directors, Senior
Management and all other appropriate levels, as well as to the
Regulatory Authorities.

NBG seeks to further mitigate CCR by standardizing the terms of the
agreements with counterparties through ISDA and Global Master
Repurchase Agreement (“GMRA”) contracts that encompass all
necessary netting and margining clauses. CSAs have also been signed
with almost all active Fls, so that net current exposures are managed
through margin accounts, on a daily basis, by exchanging mainly cash
or debt securities as collateral. Moreover, NBG performs OTC
transactions with CCPs, either directly or through qualified clearing
brokers.

Also, NBG avoids taking positions on derivative contracts where the
values of the underlying assets are highly correlated with the credit
quality of the counterparty (wrong way risk).

All the methodologies and processes followed by NBG for the
estimation, monitoring and management of the counterparty credit
risk, both for internal purposes, as well as for regulatory compliance
are detailed in the Counterparty Credit Risk Framework document.
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4.4 Market Risk

Market Risk is the current or prospective risk to earnings and capital
arising from adverse movements in interest rates, equity and
commodity prices and exchange rates, as well as, their levels of
volatility. The main contributor to market risk in the Group is the
Bank. NBG seeks to identify, estimate, monitor and effectively
manage market risk through a robust framework of principles,
measurement processes and a valid set of limits that apply to all the
Treasury’s transactions. The most significant types of market risk to
which the Bank is exposed are the following: interest rate risk, equity
risk, foreign exchange risk and commodity risk.

e Interest Rate Risk is the risk arising from fluctuations of
interest rates and/or their implied volatility. A principal source
of interest rate risk stems from the Bank’s interest rate, over-
the-counter (“OTC”) and exchange traded derivative
transactions, as well as from the Trading and the Held to Collect
and Sell (“HTCS”) bond portfolios.

More specifically, the Bank maintains a material derivatives
portfolio of mainly vanilla interest rate products, which are
mostly cleared in Central Counterparties (“CCPs”) or managed
through bilateral International Swaps and Derivatives
Association (“ISDA”) and Credit Support Annexes (“CSAs”)
agreements. Their main function is to hedge the IR risk of the
bonds classified in the HTCS and Held to Collect (“HTC”)
portfolios or the exposure of other derivative products in the
Trading Book.

Additionally, the Bank retains a significant securities portfolio,
mainly comprising of Greek and other periphery sovereign
bonds, which is primarily held in the Baking Book and
predominantly in the HTC portfolio. Furthermore, NBG holds a
moderate portfolio of bonds issued by Greek and international
banks and limited positions in corporate bonds.

Overall, NBG has moderate exposure to interest rate risk in the
Trading Book, while it enters into vanilla IRS transactions in
order to mitigate the interest rate risk of the bonds listed in the
Banking Book.

e  Equity Risk is the risk arising from fluctuations of equity prices
or equity indices and/or their implied volatility. The Bank holds
moderate positions in cash stocks traded in the Athens Stock
Exchange and a limited position in equity-index linked
exchange traded derivatives. The cash portfolio comprises of
trading (i.e. short-term) and held to collect and sell (i.e. long-
term) positions. The portfolio of equity derivatives is mainly
used for the hedging of equity risk arising from the Group’s
cash position and equity-linked products offered to customers
and to a lesser extent for proprietary trading. Additionally, the
Bank retains positions in mutual funds, through the embedded
options in structured deposits sold to clients, along with their
cash hedge.

e  Foreign Exchange Risk is the risk arising from fluctuations of
currency exchange rates and/or their implied volatility. The
Open Currency Position (“OCP”) of the Bank primarily arises
from foreign exchange spot and forward transactions, as well
as from the mark-to-market of NBG’s OTC derivatives’ trades
denominated in foreign currency. The OCP is distinguished
between trading and structural. The structural OCP contains all
of the Bank’s assets and liabilities in foreign currency (for
example loans, deposits, etc.), along with the foreign exchange
transactions performed by the Treasury Division. Apart from
the Bank, the foreign exchange risk undertaken by the rest of
the Group’s subsidiaries is insignificant. The Group trades in all
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major currencies, holding mainly short-term positions for
trading purposes and for servicing its institutional /corporate,
domestic and international customers.

e Commodity Risk is the risk arising from fluctuations of
commodity prices or commodity indices and/or their implied
volatility. The Bank has limited exposure to commodity risk,
since the clients’ positions in commodity derivatives are mostly
hedged with exchange traded commodity futures.

The Bank uses market risk models and dedicated processes to assess
and quantify its portfolio market risk, based on best practice and
industry-wide accepted risk metrics. More specifically, the Bank
estimates the market risk of its Trading and HTCS portfolios, using
the Value-at-Risk (VaR) methodology. The VaR estimates are used
both for internal management and regulatory purposes. In order to
verify the predictive power of the VaR model, the Bank conducts
back-testing on its Trading Book, on a daily basis. Moreover, since
the daily VaR estimations refer to “normal” market conditions, a
supplementary analysis is necessary for capturing the potential loss
that might arise under extreme and unusual circumstances in the
financial markets. Thus, the Bank conducts stress testing on a weekly
basis, on both the Trading and HTCS portfolios, based on specific
scenarios per risk factor category (interest rates, stock index prices,
exchange rates).

The Bank has also established a framework of VaR limits in order to
control and manage the risks to which it is exposed in a more
efficient way. These limits are based on the Bank’s Risk Appetite, as
outlined in the Risk Appetite Framework (RAF), the anticipated
profitability of the Treasury, as well as on the level of the Bank’s own
funds (capital budgeting), in the context of the Group strategy. The
VaR limits refer not only to specific types of market risk, such as
interest rate, foreign exchange and equity, but also to the overall
market risk of the Bank’s trading and HTCS portfolios taking into
account the respective diversification between portfolios.
Moreover, the same set of limits are used to monitor and manage
risk levels on the Trading book, on an overall basis and per risk type,
since this is the aggregation level relevant for the calculation of the
own funds requirements for Market Risk under the Internal Model
Approach (IMA).

All key principles that govern the Bank’s activities in the financial
markets, along with the framework for the estimation, monitoring
and management of market risk are incorporated in the Bank’s
Market Risk Policy (“Policy”). The Policy is established to evidence
the Bank’s commitment to develop and adhere to the highest
standards for assessing, measuring, monitoring and controlling
market risk arising from trading and non-trading activities. The Policy
has been approved by the Board Risk Committee and is reviewed
and updated on an annual basis, or when deemed necessary.
Additionally, the VaR model as well as the processes followed by the
GFLRMD for the measurement and monitoring of 