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Late Friday announcement 
On Friday evening the ECB updated its recommendation to banks on dividend 

distributions. To boost banks’ capacity to absorb losses and support lending to 

households, small businesses and corporates during the pandemic, they should not pay 

dividends for the financial year 2019 and 2020 until at least 1 October 2020. Additionally, 

banks should refrain from share buybacks aimed at remunerating shareholders. 

Dividends already paid do not have to be cancelled retroactively, but any dividend 

proposals are expected to be amended. 

 
 
 
 
 
 

Article ECB to freeze bank dividends due to Covid-19 
The measure is expected to keep €30bn in the system and is aimed at 
supporting banks’ capacity to absorb losses in this stressed environment 

 

 

Helping to support bank capital buffers 

• The ECB’s decision comes after Banco Santander announced on 24 March it would consolidate 

any dividend payment from 2020 into a single payment in May 2021. CaixaBank announced on 

26 March its intention to reduce the size of the intended distribution and change its dividend 

policy to a cash payout ratio of not higher than 30%.  

• In Nordic countries, several banks have indicated plans to reconsider their dividends. SEB on  

19 March, Swedbank on 20 March and Danske Bank on 23 March have all indicated they're  

re-evaluating their dividend proposals. Handelsbanken indicated on 24 March postponing its 

dividend decision. In the Netherlands LeasePlan indicated on 25 March it would pay no further 

dividends on its 2019 net results. 
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• The ECB does not mention whether the view taken on dividends will have an impact on banks’ 

possibility to call their regulatory capital instruments. In general, banks would need to either 

have strong enough capital buffers in place or be able to refinance with similar or better quality 

capital to be able to call their regulatory capital paper. With the extremely volatile credit 

markets, issuing regulatory capital instruments may be difficult for most names in our view. We 

believe the ECB announcement will make the uncertainty regarding any upcoming calls higher. 

• We believe the ECB statement should ease any concern about a signalling effect on a bank-by-

bank basis in the case of cancelling dividends. 

• According to Andrea Enria, the Chair of Supervisory Board of the ECB, the measure is expected 

to keep €30bn of CET1 capital in the system. This should support banks’ capacity to absorb 

losses in this stressed environment. We consider that the ECB announcement regarding 

dividends will support bank capital buffers, which should be a positive in these uncertain times 

for senior unsecured debtholders. 
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Disclaimer 

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank 

N.V. ("ING") solely for information purposes without regard to any particular user's investment 

objectives, financial situation, or means. ING forms part of ING Group (being for this purpose ING 

Group NV and its subsidiary and affiliated companies). The information in the publication is not an 

investment recommendation and it is not investment, legal or tax advice or an offer or solicitation 

to purchase or sell any financial instrument. Reasonable care has been taken to ensure that this 

publication is not untrue or misleading when published, but ING does not represent that it is 

accurate or complete. ING does not accept any liability for any direct, indirect or consequential 

loss arising from any use of this publication. Unless otherwise stated, any views, forecasts, or 

estimates are solely those of the author(s), as of the date of the publication and are subject to 

change without notice. The distribution of this publication may be restricted by law or regulation 

in different jurisdictions and persons into whose possession this publication comes should inform 

themselves about, and observe, such restrictions. Copyright and database rights protection exists 

in this report and it may not be reproduced, distributed or published by any person for any 

purpose without the prior express consent of ING. All rights are reserved. The producing legal 

entity ING Bank N.V. is authorised by the Dutch Central Bank and supervised by the European 

Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial 

Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 

Amsterdam). In the United Kingdom this information is approved and/or communicated by ING 

Bank N.V., London Branch. ING Bank N.V., London Branch is subject to limited regulation by the 

Financial Conduct Authority (FCA). ING Bank N.V., London branch is registered in England 

(Registration number BR000341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person 

wishing to discuss this report or effect transactions in any security discussed herein should 

contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of 

ING, and which has accepted responsibility for the distribution of this report in the United States 

under applicable requirements. 
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