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to the Warrant and Certificate Programme Base Prospectus dated 3 July 2019 

 

 

 

BNP Paribas Issuance B.V. 

(incorporated in The Netherlands) 

(as Issuer) 

BNP Paribas 

(incorporated in France) 

(as Issuer and Guarantor) 

Warrant and Certificate Programme 

This second supplement (the "Second Supplement") is supplemental to, and should be read in conjunction with the 

base prospectus dated 3 July 2019 (the "Base Prospectus") and the first supplement to the Base Prospectus dated 13 

September 2019 (the "First Supplement") in relation to the Warrant and Certificate Programme (the "Programme") of 

BNP Paribas Issuance B.V. ("BNPP B.V.") and BNP Paribas ("BNPP"). 

The Base Prospectus constitutes a base prospectus for the purposes of Article 5.4 of Directive 2003/71/EC of 

4 November 2003 (as amended or superseded) (the "Prospectus Directive") to the extent that such amendments have 

been implemented in a relevant Member State of the European Economic Area. The Authority for the Financial Markets 

("AFM") in the Netherlands approved the Base Prospectus on 3 July 2019 and the First Supplement on 13 September 

2019. Application has been made to the AFM for approval of this Second Supplement in its capacity as competent 

authority. The AFM approved the Second Supplement on 20 December 2019. 

Each of BNPP (in respect of itself and BNPP B.V.) and BNPP B.V. (in respect of itself) accepts responsibility for the 

information contained in this Second Supplement. To the best of the knowledge of BNPP and BNPP B.V. (who have 

taken all reasonable care to ensure that such is the case), the information contained herein is in accordance with the facts 

and does not omit anything likely to affect the import of such information. 

Unless the context otherwise requires, terms defined in the Base Prospectus, as amended by the First Supplement, shall 

have the same meanings when used in this Second Supplement. 

To the extent that there is any inconsistency between (i) any statement in this Second Supplement and (ii) any statement 

in, or incorporated by reference in, the Base Prospectus, as amended by the First Supplement, the statement referred to 

in (i) above will prevail. 

This Second Supplement is available via BNPP’s websites: (www.produitsdebourse.bnpparibas.fr/informations-

financieres; www.bnpparibasmarkets.be/documentation-juridique; www.bnpparibasmarkets.nl/prospectus/; 

www.educatedtrading.bnpparibas.se/swe/grundprospekt; www.productoscotizados.com/page/14).  

http://www.produitsdebourse.bnpparibas.fr/informations-financieres
http://www.produitsdebourse.bnpparibas.fr/informations-financieres
http://www.bnpparibasmarkets.be/documentation-juridique
http://www.bnpparibasmarkets.nl/prospectus/
http://www.educatedtrading.bnpparibas.se/swe/grundprospekt
http://www.productoscotizados.com/page/14
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This Second Supplement has been prepared in accordance with Article 16.1 of the Prospectus Directive, for the 

purposes of giving information which amends or is additional to the information already contained in the Base 

Prospectus, as amended by the First Supplement. 

 

This Second Supplement has been prepared for the purposes of: 

 

A. incorporating by reference the BNPP’s Amendement au Document d’Enregistrement Universel au 30 

juin 2019 déposé auprès de l’AMF le 31 octobre 2019 (in English) (the "First Amendment to the 

BNPP 2019 Universal Registration Document (in English)"); 

B. amending the "Summary in relation to this Base Prospectus" section;  

C. amending the "Risks" section; 

D. amending the "Documents Incorporated by Reference" section; and 

E. amending the "General Information" section. 

The incorporation of the documents referred to in (A) above has been included to update BNPP disclosures. The 

amendments referred to in (B), (D) and (E) above have been made to reflect the updated disclosures in respect of BNPP 

referred to in (A) above. The amendments referred to in (C) above have been made to update the risk factors relating to 

BNPP.  

In accordance with Article 16.2 of the Prospectus Directive, in the case of an offer of Securities to the public, investors 

who, before this Second Supplement is published, have already agreed to purchase or subscribe for Securities issued 

under the Programme by BNPP or BNPP B.V. have the right, exercisable before the end of the period of two 

(2) working days beginning with the working day after the date of publication of this Second Supplement to withdraw 

their acceptances. This right to withdraw shall expire by close of business on 24 December 2019.  
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AMENDMENTS TO THE SUMMARY IN RELATION TO THIS BASE PROSPECTUS 

 

The section "SUMMARY IN RELATION TO THIS BASE PROSPECTUS" on pages 9 to 64 of the Base Prospectus 

is amended as follows: 

(a) In Element B.12, the following table is inserted immediately above the heading "Statements of no significant 

or material adverse change" and immediately below the table in relation to BNPP entitled "Comparative 

Interim Financial Data for the six-month period ended 30 June 2019 – In millions of EUR: 

 

(a) B.12 Selected historical key financial information in relation to the Guarantor: 

Comparative Interim Financial Data for the nine-month period ended 30 September 2019 – 

In millions of EUR 

 
9M19* 

(unaudited) 

9M18 

(unaudited) 

Revenues 
33,264 32,356 

Cost of risk 
(2,237) (1,868) 

Net income, Group share 
6,324 6,084 

 
30/09/2019* 31/12/2018 

Common equity Tier 1 Ratio (Basel 3 

fully loaded, CRD 4) 

12.0% 11.8% 

 

30/09/2019* 

(unaudited) 

31/12/2018 

(audited) 

Total consolidated balance sheet 
2,510,204 2,040,836 

Consolidated loans and receivables due 

from customers 

797,357 765,871 

Consolidated items due to customers 
850,458 796,548 

Shareholders’ equity (Group share) 
107,157 101,467 

 * The figures as at 30 September 2019 are based on the new IFRS 16 accounting standard. The impact as at 

1 January 2019 of the first application of the new accounting standard IFRS 16 ("Leasing") was ~-10 bp on 

the Basel 3 common equity Tier 1 ratio. 

(b) Element B.13 is deleted in its entirety and replaced with the following: 
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B.13 Events impacting the 

Issuer's solvency  

Not applicable, to the best of the Issuers' knowledge, there have not been 

any recent events which are to a material extent relevant to the 

evaluation of the Issuer's solvency since 30 June 2019 (in the case of 

BNPP B.V.) and 30 September 2019 (in the case of BNPP). 

Issue Specific Summary 

[Not applicable, to the best of the Issuer's knowledge there have not 

been any recent events which are to a material extent relevant to the 

evaluation of the Issuer's solvency since [Insert in the case of BNPP 

B.V.: 30 June 2019] / [Insert in the case of BNPP: 30 September 2019]]. 

[specify any recent events which are to a material extent relevant to the 

evaluation of the Issuer's solvency]. 

(c) In Element B.19/B.12, the following table is inserted immediately above the heading "Statements of no 

significant or material adverse change" and immediately below the table in relation to BNPP entitled 

"Comparative Interim Financial Data for the six-month period ended 30 June 2019 – In millions of 

EUR":  

 

(b) B.19/B.12 Selected historical key financial information in relation to the Guarantor: 

Comparative Interim Financial Data for the nine-month period ended 30 September 2019 – 

In millions of EUR 

 
9M19* 

(unaudited) 

9M18 

(unaudited) 

Revenues 
33,264 32,356 

Cost of risk 
(2,237) (1,868) 

Net income, Group share 
6,324 6,084 

 
30/09/2019* 31/12/2018 

Common equity Tier 1 Ratio (Basel 3 

fully loaded, CRD 4) 

12.0% 11.8% 

 

30/09/2019* 

(unaudited) 

31/12/2018 

(audited) 

Total consolidated balance sheet 
2,510,204 2,040,836 

Consolidated loans and receivables due 

from customers 

797,357 765,871 

Consolidated items due to customers 
850,458 796,548 
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Shareholders’ equity (Group share) 
107,157 101,467 

 * The figures as at 30 September 2019 are based on the new IFRS 16 accounting standard. The impact as at 

1 January 2019 of the first application of the new accounting standard IFRS 16 ("Leasing") was ~-10 bp on 

the Basel 3 common equity Tier 1 ratio. 

(d) Element B.19/B.13 is deleted in its entirety and replaced with the following: 

 

B.19/B.13 Events impacting 

the Guarantor's 

solvency 

Not applicable, to the best of the Guarantor’s knowledge, there have not 

been any recent events which are to a material extent relevant to the 

evaluation of the Guarantor’s solvency since 30 September 2019. 

Issue Specific Summary 

[Not applicable, to the best of the Guarantor's knowledge there have not 

been any recent events which are to a material extent relevant to the 

evaluation of the Guarantor's solvency since [30 September 2019]]. 

[specify any recent events which are to a material extent relevant to the 

evaluation of the Guarantor's solvency.] 

 

(e) In Element D.2, the paragraphs from and including the second paragraph under the sub-heading "In respect of 

BNPP:", under the heading "In relation to the Issuer / Guarantor", to and including the paragraph 

immediately above the heading "Issue Specific Summary." are deleted and replaced with the following: 

 

D.2 Key risks 

regarding the 

Issuer [and the 

Guarantor] 

In relation to the Issuer / Guarantor 

In respect of BNPP: 

BNPP's 2018 registration document (in English) sets out seven main 

categories of risk inherent in its activities: 

(1) Credit risk − Credit risk is the consequence resulting from the 

likelihood that a borrower or counterparty will fail to meet its 

obligations in accordance with agreed terms. The probability of 

default and the expected recovery on the loan or receivable in 

the event of default are key components of the credit quality 

assessment. BNPP’s risk-weighted assets subject to this type of 

risk amounted to EUR 504 billion at 31 December 2018. 

(2) Securitisation in the Banking Portfolio – Securitisation means a 

transaction or scheme, whereby the credit risk associated with 

an exposure or pool of exposures is tranched, having the 

following characteristics: 

o payments made in the transaction or scheme are dependent 
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upon the performance of the exposure or pool of 

exposures; 

o the subordination of tranches determines the distribution of 

losses during the life of the risk transfer. 

Any commitment (including derivatives and liquidity lines) 

granted to a securitisation operation must be treated as a 

securitisation exposure. Most of these commitments are held in 

the prudential banking portfolio. BNPP’s risk-weighted assets 

subject to this type of risk amounted to EUR 7 billion at 31 

December 2018. 

(3) Counterparty credit risk – Counterparty credit risk is the 

translation of the credit risk embedded in financial transactions, 

investments and/or settlement transactions between 

counterparties. Those transactions include bilateral contracts 

such as over-the-counter ("OTC") derivatives contracts as well 

as contracts settled through clearing houses. The amount of this 

risk may vary over time in line with changing market 

parameters which then impacts the replacement value of the 

relevant transactions. 

Counterparty risk lies in the event that a counterparty defaults 

on its obligations to pay BNPP the full present value of the 

flows relating to a transaction or a portfolio for which BNPP is 

a net receiver. Counterparty credit risk is also linked to the 

replacement cost of a derivative or portfolio in the event of 

counterparty default. Hence, it can be seen as a market risk in 

case of default or a contingent risk. BNPP’s risk-weighted 

assets subject to this type of risk amounted to EUR 27 billion at 

31 December 2018. 

(4) Market risk − Market risk is the risk of incurring a loss of value 

due to adverse trends in market prices or parameters, whether 

directly observable or not. 

Observable market parameters include, but are not limited to, 

exchange rates, prices of securities and commodities (whether 

listed or obtained by reference to a similar asset), prices of 

derivatives, and other parameters that can be directly inferred 

from them, such as interest rates, credit spreads, volatilities and 

implied correlations or other similar parameters. 

Non-observable factors are those based on working 

assumptions such as parameters contained in models or based 

on statistical or economic analyses, non-ascertainable in the 

market. 

In fixed income trading books, credit instruments are valued on 

the basis of bond yields and credit spreads, which represent 
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market parameters in the same way as interest rates or foreign 

exchange rates. The credit risk arising on the issuer of the debt 

instrument is therefore a component of market risk known as 

issuer risk. 

Liquidity is an important component of market risk. In times of 

limited or no liquidity, instruments or goods may not be 

tradable or may not be tradable at their estimated value. This 

may arise, for example, due to low transaction volumes, legal 

restrictions or a strong imbalance between demand and supply 

for certain assets. 

The market risk related to banking activities encompasses the 

interest rate and foreign exchange risks stemming from 

banking intermediation activities. BNPP’s risk-weighted assets 

subject to this type of risk amounted to EUR 20 billion at 31 

December 2018. 

(5) Liquidity Risk − Liquidity risk is the risk that BNPP will not be 

able to honour its commitments or unwind or settle a position 

due to the market environment or idiosyncratic factors (i.e. 

specific to BNP Paribas), within a given timeframe and at a 

reasonable cost. 

Liquidity risk reflects the risk of the BNPP Group being unable 

to fulfil current or future foreseen or unforeseen cash or 

collateral requirements, across all time horizons, from the short 

to the long term. 

This risk may stem from the reduction in funding sources, 

draw down of funding commitments, a reduction in the 

liquidity of certain assets, or an increase in cash or collateral 

margin calls. It may be related to the bank itself (reputation 

risk) or to external factors (risks in some markets). 

(6) Operational risk − Operational risk is the risk of incurring a 

loss due to inadequate or failed internal processes, or due to 

external events, whether deliberate, accidental or natural 

occurrences. Management of operational risk is based on an 

analysis of the "cause – event – effect" chain. BNPP’s risk-

weighted assets subject to this type of risk amounted to EUR 

73 billion at 31 December 2018. 

(7) Insurance Risks – BNP Paribas Cardif is exposed to the 

following risks: 

o market risk, risk of a financial loss arising from adverse 

movements of financial markets. These adverse 

movements are notably reflected in prices (including, but 

not limited to, foreign exchange rates, bond prices, equity 
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and commodity prices, derivatives prices, real estate 

prices) and derived from fluctuations in interest rates, 

credit spreads, volatility and correlation; 

o credit risk, risk of loss resulting from fluctuations in the 

credit standing of issuers of securities, counterparties and 

any debtors to which insurance and reinsurance 

undertakings are exposed. Among the debtors, risks related 

to financial instruments (including the banks in which BNP 

Paribas Cardif holds deposits) and risks related to 

receivables generated by the underwriting activities 

(including, but not limited to, premium collection, 

reinsurance recovering) are distinguished into two 

categories: "Asset Credit Risk" and "Liabilities Credit 

Risk"; 

o underwriting risk is the risk of a financial loss caused by a 

sudden, unexpected increase in insurance claims. 

Depending on the type of insurance business (life, non-

life), this risk may be statistical, macroeconomic or 

behavioural, or may be related to public health issues or 

disasters; and 

o operational risk is the risk of loss resulting from the 

inadequacy or failure of internal processes, IT failures or 

deliberate external events, whether accidental or natural. 

The external events mentioned in this definition include 

those of human or natural origin. 

 

 



  

 

 

 

 

 

10 

 

 

AMENDMENTS TO THE RISKS SECTION 

The "RISKS" section on pages 65 to 115 of the Base Prospectus is amended as follows: 

(a) the paragraph entitled "Risks Relating to BNPP and its Industry" (which was amended by virtue of the First 

Supplement) is deleted in its entirety and replaced with the following: 

"Risks Relating to BNPP and its Industry 

For a comprehensive description of the risks relating to the BNP Paribas Group, see "Risk Factors" under 

Chapter 5 on pages 277 to 464 of the BNPP 2018 Registration Document (in English), pages 73 and 77 of the 

First Update to the BNPP 2018 Registration Document (in English), pages 74 and 202 to 210 of the BNPP 

Universal Registration Document as at 30 June 2019 (in English) and pages 79 and 85 to 103 of the First 

Amendment to the BNPP 2019 Universal Registration Document (in English) (each as defined below), each of 

which is incorporated by reference in this Base Prospectus and discloses all material risks relating to BNPP's 

ability to fulfil its obligations under the Securities."  

(b) the following paragraphs are inserted immediately below the heading "Risk Factors": 

"The main categories of risk inherent in BNPP’s business as further described in the First Amendment to the 

BNPP 2019 Universal Registration Document (in English) are presented below. They may be measured 

through risk-weighted assets or other quantitative or qualitative indicia, to the extent risk-weighted assets are 

not relevant (for example, for liquidity and funding risk).  

 

Risk-weighted assets in billions of euros   31.12.2018   31.12.2017 

        

 Credit risk    504   513 

Counterparty risk  27  27 

Securitization risk in the banking book  7  3 

Operational risk   73   66 

Market risk   20   17 

 

  

 

  

 Other risks*  17  16 

          

Total risk-weighted assets under Basel 3   647   642 

* Risks related to deferred taxes and certain investments in credit or financial institutions. 

More generally, the risks to which BNPP is exposed may arise from a number of factors related, among others, 

to changes in its macroeconomic or regulatory environment or factors related to the implementation of its 

strategy and its business. 

The risks specific to BNPP’s business are presented below under 7 main categories: credit risk, counterparty 

risk and securitization risk in the banking portfolio; operational risk; market risk; liquidity and funding risk; 

risks related to the macroeconomic and market environment; regulatory risks; and risks related to BNPP’s 

growth in its current environment. 

BNPP’s risk management policies have been taken into account in assessing the materiality of these risks; in 

particular, risk-weighted assets factor in risk mitigation elements to the extent eligible in accordance with 

applicable banking regulations."; and 
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(c) the paragraphs under the headings "Risks Related To The Macroeconomic Environment", "Risks Related 

to the Market Environment", "Regulatory Risks", "Risks Related to the Implementation of BNPP's 

Strategy", "Risks Related to the Management of BNPP's Business" and "Risks Related to BNPP's 

Operations" on pages 65 to 77 of the Base Prospectus are deleted and replaced with the following: 

"1. Credit risk, counterparty risk and securitization risk in the banking portfolio 

BNPP’s credit risk is defined as the probability of a borrower or counterparty defaulting on its obligations to 

BNPP. Probability of default along with the recovery rate of the loan or debt in the event of default are 

essential elements in assessing credit quality. In accordance with European Banking Authority 

recommendations, this category of risk also includes risks on equity investments, as well as those related to 

insurance activities. As of 31 December 2018, BNPP’s credit risk exposure broke down as follows: corporates 

(42%), retail customers (29%), central governments and central banks (21%), credit institutions (5%), other 

risky assets (2%) and equities (1%). As of 31 December 2018, 32% of BNPP’s credit exposure was comprised 

of exposures in France, 14% in Belgium and Luxembourg, 10% in Italy, 19% in other European countries, 

13% in North America, 6% in Asia and 6% in the rest of the world. BNPP’s risk-weighted assets subject to this 

type of risk amounted to €504 billion at 31 December 2018, or 78% of the total risk-weighted assets of BNPP. 

BNPP’s counterparty risk arises from its credit risk in the specific context of market transactions, 

investments, and/or settlements. BNPP’s exposure to counterparty risk, excluding CVA (Credit Valuation 

Adjustment) risk as of 31 December 2018, was comprised of: 40% in the corporate sector, 17% in governments 

and the central banks, 15% in credit institutions and investment firms, and 28% in clearing houses. By product, 

BNPP’s exposure, excluding CVA risk, as of 31 December 2018 was comprised of: 56% in over-the-counter 

("OTC") derivatives, 24% in repurchase transactions and securities lending/borrowing, 18% in listed 

derivatives and 2% in contributions to the clearing houses’ default funds. The amount of this risk varies over 

time, depending on fluctuations in market parameters affecting the potential future value of the covered 

transactions. In addition, CVA risk measures the risk of losses related to CVA volatility resulting from 

fluctuations in credit spreads associated with the counterparties in respect of which BNPP is subject to risk. 

The risk-weighted assets subject to this type of risk amounted to €27 billion at 31 December 2018, representing 

4% of the BNP Paribas Group’s total risk-weighted assets, including €3 billion in respect of CVA risk.  

Securitization risk in the banking portfolio: Securitization is a transaction or arrangement by which the 

credit risk associated with a liability or set of liabilities is subdivided into tranches. Any commitment made by 

BNPP under a securitization structure (including derivatives and liquidity lines) is considered to be a 

securitization. The bulk of BNPP’s commitments are in the prudential banking portfolio. Securitized exposures 

are essentially those generated by BNPP. The securitization positions held or acquired by BNPP may also be 

categorized by its role: of the positions as at 31 December 2018, BNPP generated 43%, was sponsor of 44% 

and was investor of 13%. The risk-weighted assets subject to this type of risk amounted to €7 billion at 31 

December 2018 for BNPP, or 1% of the total risk-weighted assets of BNPP. 

1.1 A substantial increase in new provisions or a shortfall in the level of previously recorded provisions 

exposed to credit risk and counterparty risk could adversely affect BNPP’s results of operations and 

financial condition. 

Credit risk and counterparty risk impact BNPP’s consolidated financial statements when a customer or 

counterparty is unable to honour its obligations and when the book value of these obligations in 

BNPP’s records is positive. The customer or counterparty may be a bank, a financial institution, an 

industrial or commercial enterprise, a government or a government entity, an investment fund, or a 

natural person. If the level of customer or counterparty defaults increases compared to recent 

historically low levels, BNPP may have to record significant charges and provisions for possible 

unrecoverable or doubtful debts, affecting its profitability. 
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As a result, in connection with its lending activities, BNPP regularly establishes provisions for loan 

losses, which are recorded on its income statement in the line item Cost of Risk. These provisions 

amounted to €2.764 billion at 31 December 2018, representing 35 basis points of outstanding 

customer loans (compared with 39 basis points at 31 December 2017). 

BNPP’s overall level of provisions is based on its assessment of prior loss experience, the volume and 

type of lending being conducted, industry standards, past due loans, economic conditions and other 

factors related to the recoverability of various loans or statistical analysis based on scenarios 

applicable to asset classes.  

Although BNPP seeks to establish an appropriate level of provisions, its lending businesses may have 

to increase their provisions for loan losses substantially in the future as a result of deteriorating 

economic conditions or other causes. Any significant increase in provisions for loan losses or a 

significant change in BNPP’s estimate of the risk of loss inherent in its portfolio of non impaired 

loans, as well as the occurrence of loan losses in excess of the related provisions, could have a 

material adverse effect on BNPP’s results of operations and financial condition. 

As at 31 December 2018, the ratio of doubtful loans to total loans outstanding was 2.6% and the 

coverage ratio of these loans (net of guarantees received) by provisions was 76.2%.  

While BNPP seeks to reduce its exposure to credit risk and counterparty risk by using risk mitigation 

techniques such as collateralization, obtaining guarantees, entering into credit derivatives and entering 

into netting agreements, it cannot be certain that these techniques will be effective to offset losses 

resulting from counterparty defaults that are covered by these techniques. Moreover, BNPP is also 

exposed to the risk of default by the party providing the credit risk coverage (such as a counterparty in 

a derivative or a loan insurance contract) or to the risk of loss of value of any collateral. In addition, 

only a portion of BNPP’s overall credit risk and counterparty risk is covered by these techniques. 

Accordingly, BNPP has very significant exposure to these risks. 

1.2 The soundness and conduct of other financial institutions and market participants could adversely 

affect BNPP. 

BNPP’s ability to engage in financing, investment and derivative transactions could be adversely 

affected by the soundness of other financial institutions or market participants. Financial institutions 

are interrelated as a result of trading, clearing, counterparty, funding or other relationships. As a result, 

defaults, or even rumours or questions about, one or more financial services institutions, or the 

financial services industry generally, may lead to market wide liquidity problems and could lead to 

further losses or defaults. BNPP has exposure to many counterparties in the financial industry, directly 

and indirectly, including clearing houses, brokers and dealers, commercial banks, investment banks, 

mutual and alternative investment funds, and other institutional clients with which it regularly 

executes transactions. BNPP may also be exposed to risks related to the increasing involvement in the 

financial sector of players and the introduction of new types of transactions subject to little or no 

regulation (e.g., unregulated funds, trading venues or crowdfunding platforms). Credit and 

counterparty risks could be exacerbated if the collateral held by BNPP cannot be realized or is 

liquidated at prices not sufficient to recover the full amount of the loan or derivative exposure due to 

BNPP or in case of a failure of a significant financial market participant such as a central 

counterparty. It is worth noting in this respect that regulatory changes requiring mandatory clearing of 

standardized OTC derivatives through central counterparties have resulted in an increase of the 

exposure of financial market participants to such central counterparties. 
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For reference, counterparty risk exposure related to financial institutions was €22 billion at 31 

December 2018, or 15% of BNPP’s total counterparty risk exposure, and counterparty risk exposure 

related to clearing houses was €40 billion, or 28% of BNPP’s total counterparty risk exposure. 

In addition, fraud or misconduct by financial market participants can have a material adverse effect on 

financial institutions due in particular to the interrelated nature of the financial markets. An example is 

the fraud perpetrated by Bernard Madoff that came to light in 2008, as a result of which numerous 

financial institutions globally, including BNPP, announced losses or exposure to losses in substantial 

amounts. BNPP remains the subject of various claims in connection with the Madoff matter; see Note 

8.b (Contingent liabilities: legal proceedings and arbitration) to its consolidated financial statements as 

of and for the period ended 31 December 2018, set out in the BNPP 2018 Registration Document (in 

English). 

Losses resulting from the risks summarized above could materially and adversely affect BNPP’s 

results of operations. 

2. Operational Risk 

BNPP’s operational risk is the risk of loss resulting from failed or inadequate internal processes (particularly 

those involving personnel and information systems) or external events, whether deliberate, accidental or 

natural (floods, fires, earthquakes, terrorist attacks, etc.). BNPP’s operational risks cover fraud, human 

resources risks, legal and reputational risks, non-compliance risks, tax risks, information systems risks, risk of 

providing inadequate financial services (conduct risk), risk of failure of operational processes including credit 

processes, or from the use of a model (model risk), as well as potential financial consequences related to 

reputation risk management. From 2010-2018, BNPP’s main type of incidents involving operational risk were 

in "Clients, products and business practices", which represents 63% of the total financial impact, largely as a 

result of BNPP’s agreement with US authorities regarding its review of certain dollar transactions concluded in 

June 2014. The next largest category of incident for BNPP in operational risk was in "Execution, delivery and 

process management", accounting for 18% of the financial impact. Other types of risk in operational risk 

consist of external fraud (13%), business disruption and systems failure (3%), internal fraud (1%), damage to 

physical assets (1%) and employment practices and workplace safety (1%).  

The risk-weighted assets subject to this type of risk amounted to €73 billion at 31 December 2018, or 11% of 

the total risk-weighted assets of BNPP. 

2.1 BNPP’s risk management policies, procedures and methods may leave it exposed to unidentified or 

unanticipated risks, which could lead to material losses. 

BNPP has devoted significant resources to developing its risk management policies, procedures and 

assessment methods and intends to continue to do so in the future. Nonetheless, BNPP’s risk 

management techniques and strategies may not be fully effective in mitigating its risk exposure in all 

economic and market environments or against all types of risk, particularly risks that BNPP may have 

failed to identify or anticipate. BNPP’s ability to assess the creditworthiness of its customers or to 

estimate the values of its assets may be impaired if, as a result of market turmoil such as that 

experienced in recent years, the models and approaches it uses become less predictive of future 

behaviour, valuations, assumptions or estimates. Some of BNPP’s qualitative tools and metrics for 

managing risk are based on its use of observed historical market behaviour. BNPP applies statistical 

and other tools to these observations to arrive at quantifications of its risk exposures. The process 

BNPP uses to estimate losses inherent in its credit exposure or estimate the value of certain assets 

requires difficult, subjective, and complex judgments, including forecasts of economic conditions and 

how these economic predictions might impair the ability of its borrowers to repay their loans or 

impact the value of assets, which may, during periods of market disruption, be incapable of accurate 

estimation and, in turn, impact the reliability of the process. These tools and metrics may fail to 
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predict future risk exposures, e.g., if BNPP does not anticipate or correctly evaluate certain factors in 

its statistical models, or upon the occurrence of an event deemed extremely unlikely by the tools and 

metrics. This would limit BNPP’s ability to manage its risks. BNPP’s losses could therefore be 

significantly greater than the historical measures indicate. In addition, BNPP’s quantified modelling 

does not take all risks into account. Its more qualitative approach to managing certain risks could 

prove insufficient, exposing it to material unanticipated losses. 

2.2 An interruption in or a breach of BNPP’s information systems may cause substantial losses of client 

or customer information, damage to BNPP’s reputation and result in financial losses. 

As with most other banks, BNPP relies heavily on communications and information systems to 

conduct its business. This dependency has increased with the spread of mobile and online banking 

services, and the development of cloud computing and blockchain technologies. Any failure or 

interruption or breach in security of these systems could result in failures or interruptions in BNPP’s 

customer relationship management, general ledger, deposit, servicing and/or loan organization 

systems or could cause BNPP to incur significant costs in recovering and verifying lost data. BNPP 

cannot provide assurances that such failures or interruptions will not occur or, if they do occur, that 

they will be adequately addressed.  

In addition, BNPP is subject to cybersecurity risk, or risk caused by a malicious and/or fraudulent act, 

committed virtually, with the intention of manipulating information (confidential data, 

bank/insurance, technical or strategic), processes and users, in order to cause material losses to 

BNPP’s subsidiaries, employees, partners and clients. An increasing number of companies (including 

financial institutions) have in recent years experienced intrusion attempts or even breaches of their 

information technology security, some of which have involved sophisticated and highly targeted 

attacks on their computer networks. Because the techniques used to obtain unauthorized access, 

disable or degrade service, steal confidential data or sabotage information systems have become more 

sophisticated, change frequently and often are not recognized until launched against a target, BNPP 

and its third party service providers may be unable to anticipate these techniques or to implement in a 

timely manner effective and efficient countermeasures. 

Any failures of or interruptions in BNPP’s information systems or those of its providers and any 

subsequent disclosure of confidential information related to any client, counterparty or employee of 

BNPP (or any other person) or any intrusion or attack against the its communication system could 

cause significant losses and have an adverse effect on BNPP’s reputation, financial condition and 

results of operations. 

Moreover, BNPP is exposed to the risk of operational failure or interruption of a clearing agent, 

foreign markets, clearing houses, custodian banks or any other financial intermediary or external 

service provider used by BNPP to execute or facilitate financial transactions. Due to its increased 

interaction with clients, BNPP is also exposed to the risk of operational malfunction of the latter’s 

information systems. BNPP’s communications and data systems and those of its clients, service 

providers and counterparties may also be subject to malfunctions or interruptions as a result of cyber-

crime or cyber-terrorism. BNPP cannot guarantee that these malfunctions or interruptions in its own 

systems or those of other parties will not occur or that in the event of a cyberattack, these 

malfunctions or interruptions will be adequately resolved. These operational malfunctions or 

interruptions accounted for an average of 3% of operational risk losses over the 2010-2018 period. 

2.3  Reputational risk could weigh on BNPP’s financial strength and diminish the confidence of clients 

and counterparties in it. 
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Considering the highly competitive environment in the financial services industry, a reputation for 

financial strength and integrity is critical to BNPP’s ability to attract and retain customers. BNPP’s 

reputation could be harmed if it cannot adequately promote and market its products and services. 

BNPP’s reputation could also be damaged if, as it increases its client base and the scale of its 

businesses, BNPP’s comprehensive procedures and controls dealing with conflicts of interest fail, or 

appear to fail, to address them properly. At the same time, BNPP’s reputation could be damaged by 

employee misconduct, fraud or misconduct by financial industry participants to which BNPP is 

exposed, a decline in, a restatement of, or corrections to, its financial results, as well as any adverse 

legal or regulatory action, such as the settlement BNPP entered into with the U.S. authorities in 2014 

for violations of U.S. laws and regulations regarding economic sanctions. The loss of business that 

could result from damage to BNPP’s reputation could have an adverse effect on its results of 

operations and financial position.  

3. Market risk 

BNPP’s market risk is the risk of loss of value caused by an unfavourable trend in prices or market parameters. 

The parameters affecting BNPP’s market risk include, but are not limited to, exchange rates, prices of 

securities and commodities (whether the price is directly quoted or obtained by reference to a comparable 

asset), the price of derivatives on an established market and all benchmarks that can be derived from market 

quotations such as interest rates, credit spreads, volatility or implicit correlations or other similar parameters.  

BNPP is exposed to market risk mainly through trading activities carried out by the business lines of its 

Corporate & Institutional Banking ("CIB") operating division, primarily in Global Markets, which represented 

11% of BNPP’s revenue in 2018. BNPP’s trading activities are directly linked to economic relations with 

clients of these business lines, or indirectly as part of its market making activity. The proprietary trading 

activities of BNPP’s subsidiary Opera Trading Capital, which began in mid-2015, were discontinued at the 

beginning of 2019.  

In addition, the market risk relating to BNPP’s banking activities covers its interest rate and foreign exchange 

rate risk in connection with its activities as a banking intermediary. The "operating" foreign exchange risk 

exposure relates to net earnings generated by activities conducted in currencies other than the functional 

currency of the entity concerned. The "structural" foreign exchange risk position of an entity relates to 

investments in currencies other than the functional currency. In measuring interest rate risk, BNPP defines the 

concepts of standard rate risk and structural rate risk as the following: the standard rate risk corresponds to the 

general case, namely when it is possible to define the most appropriate hedging strategy for a given transaction, 

and the structural rate risk is the interest rate risk for equity and non-interest-bearing current accounts. 

BNP Paribas’ market risk based on its activities is measured by Value at Risk ("VaR"), or the maximum 

potential loss over one year, at a 99.9% confidence level to calculate regulatory capital requirements, and 

various other market indicators (stressed VaR, Incremental Risk Charge, Comprehensive Risk Measure for 

credit correlation portfolio) as well as by stress tests and sensitivity analysis compared with market limits. 

The risk-weighted assets subject to this type of risk amounted to €20 billion at 31 December 2018, or 3% of the 

total risk-weighted assets of BNPP.  

3.1 BNPP may incur significant losses on its trading and investment activities due to market fluctuations 

and volatility. 

BNPP maintains trading and investment positions in the debt, currency, commodity and equity 

markets and in unlisted securities, real estate and other asset classes, including through derivative 

contracts. These positions could be adversely affected by extreme volatility in these markets, i.e., the 

degree to which prices fluctuate over a particular period in a particular market, regardless of market 

levels. Moreover, volatility trends that prove substantially different from BNPP’s expectations may 
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lead to losses relating to a broad range of other products that BNPP uses, including swaps, forward 

and future contracts, options and structured products. 

To the extent that BNPP owns assets, or has net long positions, in any of those markets, a market 

downturn could result in losses from a decline in the value of its positions. Conversely, to the extent 

that BNPP has sold assets that it does not own, or has net short positions in any of those markets, a 

market upturn could, in spite of the existing limitation of risks and control systems, expose BNPP to 

potentially substantial losses as it attempts to cover its net short positions by acquiring assets in a 

rising market. BNPP may from time to time hold a long position in one asset and a short position in 

another, in order to hedge transactions with clients and/or from which it expects to gain based on 

changes in the relative value of the two assets. If, however, the relative value of the two assets 

changes in a direction or manner that BNPP did not anticipate or against which it is not hedged, it 

might realize a loss on those paired positions. Such losses, if significant, could adversely affect 

BNPP’s results and financial condition. In addition, BNPP’s hedging strategies may not be suitable 

for certain market conditions. 

If any of the variety of instruments and strategies that BNPP uses to hedge its exposure to various 

types of risk in its businesses is not effective, the Group may incur losses. Many of its strategies are 

based on historical trading patterns and correlations. For example, if BNPP holds a long position in an 

asset, it may hedge that position by taking a short position in another asset where the short position 

has historically moved in a direction that would offset a change in the value of the long position. 

However, the hedge may only be partial, or the strategies used may not protect against all future risks 

or may not be fully effective in mitigating BNPP’s risk exposure in all market environments or against 

all types of risk in the future. Unexpected market developments may also reduce the effectiveness of 

BNPP’s hedging strategies, as occurred for example in late 2018 with BNPP’s index derivatives 

hedging in the United States. In addition, the manner in which gains and losses resulting from certain 

ineffective hedges are recorded may result in additional volatility in BNPP’s reported earnings. 

BNPP uses a VaR model to quantify its exposure to potential losses from market risks, and also 

performs stress testing with a view to quantifying its potential exposure in extreme scenarios. 

However, these techniques rely on statistical methodologies based on historical observations, which 

may turn out to be unreliable predictors of future market conditions. Accordingly, BNPP’s exposure to 

market risk in extreme scenarios could be greater than the exposures predicted by its quantification 

techniques. 

The Global Markets business line in particular had €18 billion in risk-weighted assets subject to 

market risk at 31 December 2018, or 2.7% of the total risk-weighted assets of BNPP.  

3.2 BNPP may generate lower revenues from commission and fee based businesses during market 

downturns. 

BNPP’s commissions represented 22% of total revenues in 2018. Financial and economic conditions 

affect the number and size of transactions for which BNPP provides securities underwriting, financial 

advisory and other investment banking services. These revenues, which include fees from these 

services, are directly related to the number and size of the transactions in which BNPP participates 

and can thus be significantly affected by economic or financial changes that are unfavourable to its 

Investment Banking business and clients. In addition, because the fees that BNPP charges for 

managing its clients’ portfolios are in many cases based on the value or performance of those 

portfolios, a market downturn that reduces the value of its clients’ portfolios or increases the amount 

of withdrawals would reduce the revenues it receives from its asset management, equity derivatives 

and private banking businesses. Independently of market changes, below market performance by 
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BNPP’s mutual funds may result in increased withdrawals and reduced inflows, which would reduce 

the revenues BNPP receives from its asset management business.  

3.3 Adjustments to the carrying value of BNPP’s securities and derivatives portfolios and BNPP’s own 

debt could have an adverse effect on its net income and shareholders’ equity. 

The carrying value of BNPP’s securities and derivatives portfolios and certain other assets, as well as 

its own debt, in its balance sheet is adjusted as of each financial statement date. As at 31 December 

2018, on the assets side of BNPP’s balance sheet, financial instruments at fair value through profit or 

loss, derivative financial instruments used for hedging purposes and financial assets at fair value 

through shareholders’ equity amounted to €538.6 billion, €9.8 billion and €60 billion respectively. In 

the liabilities column, financial instruments at fair value through profit or loss and derivative financial 

instruments used for hedging purposes amounted to €560 billion and €11.7 billion, respectively, at 31 

December 2018. Most of the adjustments are made on the basis of changes in fair value of BNPP’s 

assets or debt during an accounting period, with the changes recorded either in the income statement 

or directly in shareholders’ equity. Changes that are recorded in the income statement, to the extent 

not offset by opposite changes in the value of other assets, affect BNPP’s consolidated revenues and, 

as a result, its net income. All fair value adjustments affect shareholders’ equity and, as a result, 

BNPP’s capital adequacy ratios. The fact that fair value adjustments are recorded in one accounting 

period does not mean that further adjustments will not be needed in subsequent periods. 

4. Liquidity and funding risk 

Liquidity risk is the risk that BNPP will not be able to honour its commitments or unwind or offset a position 

due to market conditions or specific factors within a specified period of time and at a reasonable cost. It 

reflects the risk of not being able to cope with net cash outflows, including collateral requirements, over short-

term to long-term horizons. The Group’s specific risk can be assessed through its short-term liquidity ratio 

("Liquidity Coverage Ratio" or "LCR"), which analyses the hedging of net cash outflows during a thirty-day 

stress period. The monthly average in 2018 of the Group’s LCR was 117%, representing a liquidity surplus of 

€41 billion compared to regulatory requirements. The liquidity reserve was €308.1 billion at the end of 2018. 

4.1 BNPP’s access to and cost of funding could be adversely affected by a resurgence of financial crises, 

worsening economic conditions, rating downgrades, increases in sovereign credit spreads or other 

factors. 

The financial crisis, the euro zone sovereign debt crisis as well as the general macroeconomic 

environment have at times adversely affected the availability and cost of funding for European banks 

in recent years. This was due to several factors, including a sharp increase in the perception of bank 

credit risk due to exposure to sovereign debt in particular, credit rating downgrades of sovereigns and 

of banks, and debt market speculation. Many European banks, including BNPP, at various points 

experienced restricted access to wholesale debt markets and to the interbank market, as well as a 

general increase in their cost of funding. Accordingly, reliance on direct borrowing from the European 

Central Bank ("ECB") at times increased substantially. If such adverse credit market conditions were 

to reappear in the event of prolonged stagnation of growth, deflation, resurgence of the financial crisis, 

the sovereign debt crisis or new forms of financial crises, factors relating to the financial industry in 

general or to BNPP in particular, the effect on the liquidity of the European financial sector in general 

and BNPP in particular could be materially adverse and have a negative impact on BNPP’s results of 

operations and financial condition. 

4.2 Protracted market declines can reduce BNPP’s liquidity, making it harder to sell assets and possibly 

leading to material losses. Accordingly, BNPP must ensure that its assets and liabilities properly 

match in order to avoid exposure to losses. 
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In some of BNPP’s businesses, particularly Global Markets (which represented 11% of BNPP’s 

revenue in 2018) and Asset/Liability Management, protracted market movements, particularly asset 

price declines, can reduce the level of activity in the market or reduce market liquidity. These 

developments can lead to material losses if BNPP cannot close out deteriorating positions in a timely 

way. This is particularly true for assets that are intrinsically illiquid. Assets that are not traded on 

stock exchanges or other public trading markets, such as certain derivative contracts between financial 

institutions, may have values that BNPP calculates using models rather than publicly quoted prices. 

Monitoring the deterioration of prices of assets like these is difficult and could lead to significant 

unanticipated losses. 

BNPP is exposed to the risk that the maturity, interest rate or currencies of its assets might not match 

those of its liabilities. The timing of payments on certain of BNPP’s assets is uncertain, and if BNPP 

receives lower revenues than expected at a given time, it might require additional market funding in 

order to meet its obligations on its liabilities. While BNPP imposes strict limits on the gaps between 

its assets and its liabilities as part of its risk management procedures, it cannot be certain that these 

limits will be fully effective to eliminate potential losses arising from asset and liability mismatches.  

4.3 The credit ratings of BNPP may be downgraded, which would weigh on its profitability. 

Credit ratings have a significant impact on BNPP’s liquidity. On 5 April 2019, Standard & Poor’s 

revised the long-term rating of BNPP’s deposits and senior preferred debt from A to A+, and 

confirmed its short-term rating as A-1, with a stable outlook. On 6 June 2019, Fitch France revised its 

long-term deposits and senior preferred debt rating for BNPP from A+ to AA-, and raised its short-

term rating from F1 to F1+, with a stable outlook. On 27 September 2017, Moody’s revised its long-

term deposits and senior preferred debt rating from A1 to Aa3, and confirmed its short-term rating as 

P-1, with a stable outlook. On 12 July 2019, DBRS confirmed BNPP’s senior preferred debt rating as 

AA (low), as well as its short-term rating as R-1(middle) with a stable outlook. A downgrade in 

BNPP’s credit rating could affect its liquidity and competitive position. It could also increase BNPP’s 

borrowing costs, limit access to the capital markets or trigger additional obligations under its covered 

bonds or under certain bilateral provisions in some trading, derivative or collateralized financing 

contacts. See also "Credit Ratings may not Reflect all Risks" below. 

In addition, BNPP’s cost of obtaining long term unsecured funding from market investors is also 

directly related to its credit spreads, which in turn depend to a certain extent on its credit ratings. 

Increases in credit spreads can significantly increase BNPP’s cost of funding. Changes in credit 

spreads are continuous, market driven, and subject at times to unpredictable and highly volatile 

movements. Credit spreads are also influenced by market perceptions of BNPP’s creditworthiness. 

Furthermore, credit spreads may be influenced by movements in the cost to purchasers of credit 

default swaps referenced to BNPP’s debt obligations, which are influenced both by the credit quality 

of those obligations, and by a number of market factors that are beyond the control of BNPP. 

5. Risks related to the macroeconomic and market environment 

5.1 Adverse economic and financial conditions have in the past had and may in the future have an impact 

on BNPP and the markets in which it operates. 

BNPP’s business is sensitive to changes in the financial markets and more generally to economic 

conditions in France (32% of BNPP’s revenues), other countries in Europe (43% of BNPP’s revenues) 

and the rest of the world (25% of BNPP’s revenues). A deterioration in economic conditions in the 

markets where BNPP operates could have some or all of the following impacts:  
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 Adverse economic conditions could affect the business and operations of BNPP’s customers, 

reducing credit demand and trading volume and resulting in an increased rate of default on loans 

and other receivables; 

 A decline in market prices of bonds, equities and commodities could impact many of the 

businesses of BNPP, including in particular trading, investment banking and asset management 

revenues;  

 Macroeconomic policies adopted in response to actual or anticipated economic conditions could 

have unintended effects, and are likely to impact market parameters such as interest rates and 

foreign exchange rates, which in turn could affect BNPP’s businesses that are most exposed to 

market risk;  

 Perceived favourable economic conditions generally or in specific business sectors could result 

in asset price bubbles, which could in turn exacerbate the impact of corrections when conditions 

become less favourable;  

 A significant economic disruption (such as the global financial crisis of 2008 or the European 

sovereign debt crisis of 2011) could have a severe impact on all of BNPP’s activities, 

particularly if the disruption is characterized by an absence of market liquidity that makes it 

difficult to sell certain categories of assets at their estimated market value or at all; 

 A significant deterioration of market and economic conditions resulting from, among other 

things, adverse political and geopolitical events such as natural disasters, societal unrest, 

geopolitical tensions (in particular protectionist measures), acts of terrorism, cyber attacks, 

military conflicts or threats thereof and related risks could affect the operating environment for 

BNPP episodically or for extended periods.  

European markets may be affected by a number of factors in 2019 and into 2020, including continuing 

uncertainty resulting from the decision of the United Kingdom to leave the European Union (possibly 

through a "no-deal" exit), evolving monetary policy in Europe and the United States and uncertain 

political and economic conditions in certain large European countries. Markets in the United States 

may be affected by factors, such as trade policy or a tendency towards political stalemate, which has 

affected currency markets globally. Asian markets could be impacted by factors such as slower than 

expected economic growth rates in certain countries in the region. 

Share prices have recently experienced significant volatility, which may occur again. Credit markets 

and the value of fixed income assets could be adversely affected if interest rates were to rise as central 

banks continue to scale back the extraordinary support measures put in place in response to recent 

adverse economic conditions. Conversely, a continued or renewed loosening of monetary policy 

would weigh on banks’ profitability. The price of oil has been particularly volatile in recent months, 

and could be impacted by unpredictable geopolitical factors in regions such as the Middle East and 

Russia. 

More generally, increased volatility of financial markets could adversely affect BNPP’s trading and 

investment positions in the debt, currency, commodity and equity markets, as well as its positions in 

other investments. For reference, Global Markets accounted for 11% of BNPP’s revenues in 2018. 

Severe market disruptions and extreme market volatility have occurred in recent years and may occur 

again in the future, which could result in significant losses for BNPP. Such losses may extend to a 

broad range of trading and hedging products, including swaps, forward and future contracts, options 

and structured products. The volatility of financial markets makes it difficult to predict trends and 

implement effective trading strategies.  



  

 

 

 

 

 

20 

 

 

It is difficult to predict when economic or market downturns will occur, and which markets will be 

most significantly impacted. If economic or market conditions in France or elsewhere in Europe, or 

global markets more generally, were to deteriorate or become more volatile, BNPP’s operations could 

be disrupted, and its business, results of operations and financial condition could be adversely 

affected. 

5.2 Significant interest rate changes could adversely affect BNPP’s revenues or profitability. The 

prolonged low interest rate environment carries inherent systemic risks, which could impact BNPP’s 

income or profitability, and an exit from such environment also carries risks. 

The amount of net interest income earned by BNPP during any given period significantly affects its 

overall revenues and profitability for that period. Interest rates are highly sensitive to many factors 

beyond BNPP’s control, such as the rate of inflation, country-specific monetary policies and certain 

decisions concerning regulatory capital. Changes in market interest rates could affect the interest rates 

charged on interest-earning assets differently than the interest rates paid on interest-bearing liabilities. 

Any adverse change in the yield curve could cause a decline in net interest income from BNPP’s 

lending activities. In addition, increases in the interest rates at which BNPP’s short-term funding is 

available and maturity mismatches may adversely affect its profitability.  

Since the 2008-2009 financial crisis, global markets have been characterized by an extended period of 

low interest rates. If the low interest rate environment continues, as a result of continued monetary 

loosening, low growth or other factors, BNPP’s profitability may be affected, given that BNPP’s net 

interest income represented 50% of total revenues in 2018 (see Note 2.a (Net interest income) to 

BNPP’s consolidated financial statements as of and for the year ended 31 December 2018, set out in 

the BNPP 2018 Registration Document (in English)). In this respect, after announcing in December 

2018 the end of its quantitative easing policy, the ECB announced in March 2019 – in the face of 

slower than anticipated growth – a status quo on its benchmark lending rates until at least the end of 

2019 (extended in June 2019 to at least the first half of 2020) as well as new targeted longer-term 

financing operations ("TLTRO") bearing, under certain conditions, negative rates.  During periods of 

low interest rates, interest rate spreads tend to tighten, and BNPP may be unable to lower interest rates 

on deposits sufficiently to offset reduced income from lending at lower interest rates. On an indicative 

basis, over one-, two- and three-year timeframes, the sensitivity of revenues at 31 December 2018 to a 

parallel, instantaneous and definitive increase in market rates of +50 basis points (+0.5%) across all 

currencies had a positive impact of +€185 million, +€510 million and +€698 million, respectively, or 

0.4%, 1.2% and 1.6% of BNPP’s net banking income. In addition, BNPP has been facing and may 

continue to face an increase in early repayment and refinancing of mortgages and other fixed rate 

consumer and corporate loans as clients take advantage of lower borrowing costs. This, along with the 

issuance of new loans at the low prevailing market interest rates, has resulted and may continue to 

result in a decrease in the average interest rate of BNPP’s portfolio of loans thereby causing a decline 

in its net interest income from lending activities. Moreover, an environment of persistently low 

interest rates can also have the effect of flattening the yield curve in the market more generally, which 

could reduce the premium generated by BNPP from its funding activities. A flattening yield curve can 

also influence financial institutions to engage in riskier activities in an effort to earn the desired level 

of returns, which can increase overall market risk and volatility. Low interest rates may also 

negatively affect the profitability of BNPP’s insurance activities, which may not be able to generate 

sufficient returns to be competitive with other investment products. Low interest rates may also 

adversely affect commissions charged by BNPP’s asset management subsidiaries on money market 

and other fixed income products. A reduction in credit spreads and decline in retail banking income 

resulting from lower portfolio interest rates may adversely affect the profitability of BNPP’s retail 

banking operations.  
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However, the end of a period of prolonged low interest rates, in particular due to tightening monetary 

policy, also carries risks. In this respect, the U.S. Federal Reserve tightened its monetary policy in 

2017 and 2018, before lowering its key interest rate as from July 2019. If market interest rates were to 

rise, a portfolio featuring significant amounts of lower interest loans and fixed income assets would be 

expected to decline in value. If BNPP’s hedging strategies are ineffective or provide only a partial 

hedge against such a change in value, BNPP could incur losses. Any sharper or more rapid than 

expected tightening could have a negative impact on the economic recovery. On the lending side, it 

could in particular cause stress in loan and bond portfolios, possibly leading to an increase in non 

performing exposures and defaults. More generally, the ending of accommodative monetary policies 

(including liquidity infusions from central bank asset purchases) may lead to severe corrections in 

certain markets or asset classes (e.g., non investment grade corporate and sovereign borrowers, certain 

sectors of equities and real estate) that particularly benefitted (including from very low risk premia as 

compared to historical averages) from the prolonged low interest rate and high liquidity environment, 

and such corrections could potentially be contagious to financial markets generally, including through 

substantially increased volatility. 

5.3 Given the global scope of its activities, BNPP may be vulnerable to risk in certain countries where it 

operates and may be vulnerable to political, macroeconomic or financial changes in the countries and 

regions where it operates. 

BNPP is subject to country risk, meaning the risk that economic, financial, political or social 

conditions in a given foreign country in which it operates could affect its business and results. BNPP 

monitors country risk and takes it into account in the fair value adjustments and cost of risk recorded 

in its financial statements. However, a significant change in political or macroeconomic environments 

may require it to record additional charges or to incur losses beyond the amounts previously written 

down in its financial statements. In addition, factors specific to a country or region in which BNPP 

operates could make it difficult for it to carry out its business and lead to losses or impairment of 

assets.  

At 31 December 2018, BNPP’s loan portfolio consisted of receivables from borrowers located in 

France (32%), Belgium and Luxembourg (14%), Italy (10%), other European countries (19%), North 

America (13%), Asia (6%) and the rest of the world (6%). Adverse conditions that particularly affect 

these countries and regions would have a particularly significant impact on BNPP. In addition, BNPP 

has significant exposures in countries outside the OECD, which are subject to risks that include 

political instability, unpredictable regulation and taxation, expropriation and other risks that are less 

present in more developed economies. 

6. Regulatory Risks 

6.1 Laws and regulations adopted in recent years, particularly in response to the global financial crisis, 

as well as new legislative proposals, may materially impact BNPP and the financial and economic 

environment in which it operates. 

Laws and regulations have been enacted in the past few years, in particular in France, Europe and the 

United States, with a view to introducing a number of changes, some permanent, in the financial 

environment. The impact of the measures has changed substantially the environment in which BNPP 

and other financial institutions operate.  

The measures that have been adopted include: 

 more stringent capital and liquidity requirements (particularly for global systemically important 

banks such as BNPP), as well as changes to the risk-weighting methodologies and the methods 

of using internal models that could lead to increased capital requirements; 
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 restrictions on certain types of activities considered as speculative undertaken by commercial 

banks that are prohibited or need to be ring fenced in subsidiaries (particularly proprietary 

trading) and are subject to prudential requirements and autonomous funding; 

 prohibitions or restrictions on certain types of financial products or activities; 

 enhanced recovery and resolution regimes, in particular the Bank Recovery and Resolution 

Directive of 15 May 2014 (the "BRRD"), which strengthens powers to prevent and resolve 

banking crises in order to ensure that losses are borne largely by the creditors and shareholders 

of the banks and in order to keep the costs incurred by taxpayers to a minimum; 

 the establishment of the national resolution funds by the BRRD and the creation of the Single 

Resolution Board (the "SRB") by the European Parliament and Council of the European Union 

in a resolution dated 15 July 2014, which can initiate resolution proceedings for banking 

institutions such as BNPP, and the Single Resolution Fund (the "SRF"), the financing of which 

by BNPP (up to its annual contribution) can be significant; 

 the establishment of national deposit guarantee schemes and a proposed European deposit 

guarantee scheme or deposit insurance which will gradually cover all or part of the guarantee 

schemes of participating countries; 

 increased internal control and reporting requirements with respect to certain activities;  

 more stringent governance and conduct of business rules and restrictions and increased taxes on 

employee compensation over specified levels; 

 measures to improve the transparency, efficiency and integrity of financial markets and in 

particular the regulation of high frequency trading, more extensive market abuse regulations, 

increased regulation of certain types of financial products including mandatory reporting of 

derivative and securities financing transactions, requirements either to mandatorily clear, or 

otherwise mitigate risks in relation to, OTC derivative transactions (including through posting of 

collateral in respect of non centrally cleared derivatives); 

 the taxation of financial transactions;  

 enhanced protection of personal data and cybersecurity requirements;  

 enhanced disclosure requirements, for instance in the area of sustainable finance; and 

 strengthening the powers of supervisory bodies, such as the French Prudential Supervision and 

Resolution Authority (the "ACPR") and the creation of new authorities, including the adoption 

of the Single Resolution Mechanism (the "SRM") in October 2013, which placed BNPP under 

the direct supervision of the ECB as of November 2014. 

These measures may have a significant impact. For example, the introduction of a required 

contribution to the Single Resolution Fund resulted in a substantial additional expense for BNPP 

(BNPP made a €0.6 billion contribution to the SRF in 2018). 

These measures could be further amended, expanded or strengthened. Moreover, additional measures 

could be adopted in other areas. It is impossible to predict what additional measures will be adopted 

and, given the complexity and continuing uncertainty of a certain number of these measures, to 
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determine their impact on BNPP. The cumulative effect of these measures, whether already adopted or 

that may be adopted in the future, has been and could continue to be a decrease in BNPP’s ability to 

allocate its capital and capital resources to financing, limit its ability to diversify risks, reduce the 

availability of certain financing and liquidity resources, increase the cost of financing, increase the 

cost or reduce the demand for the products and services offered by BNPP, require BNPP to proceed 

with internal reorganizations, structural changes or reallocations, affect the ability of BNPP to carry 

on certain activities or to attract and/or retain talent and, more generally, affect its competitiveness and 

profitability, which could have an impact on its profitability, financial condition and operating results. 

BNPP is subject to extensive and evolving regulatory regimes in the jurisdictions in which it operates. 

BNPP faces the risk of changes in legislation or regulation in all of the countries in which it operates, 

including, but not limited to, the following: 

 monetary, liquidity, interest rate and other policies of central banks and regulatory authorities; 

 changes in government or regulatory policy that may significantly influence investor decisions, 

in particular in the markets in which BNPP operates; 

 changes in regulatory requirements applicable to the financial industry, such as rules relating to 

applicable governance, remunerations, capital adequacy and liquidity frameworks, restrictions on 

activities considered as speculative and recovery and resolution frameworks; 

 changes in securities regulations as well as in financial reporting, disclosure and market abuse 

regulations; 

 changes in the regulation of certain types of transactions and investments, such as derivatives 

and securities financing transactions and money market funds; 

 changes in the regulation of market infrastructures, such as trading venues, central 

counterparties, central securities depositories, and payment and settlement systems; 

 changes in the regulation of payment services, crowdfunding and fintech; 

 changes in the regulation of protection of personal data and cybersecurity; 

 changes in tax legislation or the application thereof; 

 changes in accounting norms; 

 changes in rules and procedures relating to internal controls, risk management and compliance; 

and 

 expropriation, nationalization, price controls, exchange controls, confiscation of assets and 

changes in legislation relating to foreign ownership. 

These changes, the scope and implications of which are highly unpredictable, could substantially 

affect BNPP and have an adverse effect on its business, financial condition and results of operations. 

Some reforms not aimed specifically at financial institutions, such as measures relating to the funds 

industry or promoting technological innovation (such as open data projects), could facilitate the entry 

of new players in the financial services sector or otherwise affect BNPP’s business model, 

competitiveness and profitability, which could in turn affect its financial condition and results of 

operations. 
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6.2 BNPP may incur substantial fines and other administrative and criminal penalties for non compliance 

with applicable laws and regulations, and may also incur losses in related (or unrelated) litigation 

with private parties. 

BNPP is exposed to regulatory compliance risk, i.e. the failure to comply fully with the laws, 

regulations, codes of conduct, professional norms or recommendations applicable to the financial 

services industry. This risk is exacerbated by the adoption by different countries of multiple and 

occasionally diverging and even conflicting legal or regulatory requirements. Besides damage to 

BNPP’s reputation and private rights of action (including class actions), non compliance could lead to 

material legal proceedings, fines and expenses (including fines and expenses in excess of recorded 

provisions), public reprimand, enforced suspension of operations or, in extreme cases, withdrawal by 

the authorities of operating licenses. This risk is further exacerbated by continuously increasing 

regulatory scrutiny of financial institutions as well as substantial increases in the quantum of 

applicable fines and penalties. Moreover, litigation by private parties against financial institutions has 

substantially increased in recent years. Accordingly, BNPP faces significant legal risk in its 

operations, and the volume and amount of damages claimed in litigation, regulatory proceedings and 

other adversarial proceedings against financial services firms have substantially increased in recent 

years and may increase further. BNPP may record provisions in this respect as indicated in Note 5.p to 

the financial statements (Provisions for contingencies and charges) as of and for the period ended 31 

December 2018, set out in the BNPP 2018 Registration Document (in English). 

In this respect, on 30 June 2014 BNPP entered into a series of agreements with, and was the subject of 

several orders issued by, U.S. federal and New York state government agencies and regulatory 

authorities in settlement of investigations into violations of U.S. laws and regulations regarding 

economic sanctions. The fines and penalties imposed on BNPP as part of this settlement included, 

among other things, the payment of monetary penalties amounting in the aggregate to $8.97 billion 

(€6.6 billion) and guilty pleas by BNP Paribas S.A., the parent company of BNPP, to charges of 

having violated U.S. federal criminal law and New York State criminal law. Following this settlement, 

BNPP remains subject to increased scrutiny by regulatory authorities (including via the presence of an 

independent consultant within BNPP) who are monitoring its compliance with a remediation plan 

agreed with them. 

BNPP is currently involved in various litigations and investigations as summarized in Note 8.b 

(Contingent liabilities: legal proceedings and arbitration) to its consolidated financial statements as of 

and for the period ended 31 December 2018, set out in the BNPP 2018 Registration Document (in 

English). It may become involved in further such matters at any point. No assurance can be given that 

an adverse outcome in one or more of such matters would not have a material adverse effect on 

BNPP’s operating results for any particular period. 

6.3 BNPP could experience an unfavourable change in circumstances, causing it to become subject to a 

resolution proceeding: holders of securities of BNPP could suffer losses as a result. 

The BRRD and the Ordinance of 20 August 2015 confer upon the ACPR or the SRB the power to 

commence resolution proceedings for a banking institution, such as BNPP, with a view to ensuring the 

continuity of critical functions, avoiding the risks of contagion and recapitalizing or restoring the 

viability of the institution. These powers are to be implemented so that, subject to certain exceptions, 

losses are borne first by shareholders, then by holders of additional capital instruments qualifying as 

tier 1 and tier 2 (such as subordinated bonds), then by the holders of non-preferred senior debt and 

finally by the holders of senior preferred debt, all in accordance with the order of their claims in 

normal insolvency proceedings. For reference, BNPP’s medium- to long-term wholesale financing at 

31 December 2018 consisted of the following: €9 billion of hybrid Tier 1 debt, €16.1 billion of Tier 2 
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subordinated debt, €23.4 billion of senior unsecured non-preferred debt, €80.5 billion of senior 

unsecured preferred debt and €29.7 billion of senior secured debt. 

Resolution authorities have broad powers to implement resolution measures with respect to 

institutions and groups subject to resolution proceedings, which may include (without limitation): the 

total or partial sale of the institution’s business to a third party or a bridge institution, the separation of 

assets, the replacement or substitution of the institution as obligor in respect of debt instruments, the 

full or partial write down of capital instruments, the dilution of capital instruments through the 

issuance of new equity, the full or partial write down or conversion into equity of debt instruments, 

modifications to the terms of debt instruments (including altering the maturity and/or the amount of 

interest payable and/or imposing a temporary suspension on payments), discontinuing the listing and 

admission to trading of financial instruments, the dismissal of managers or the appointment of a 

special manager (administrateur spécial). 

Certain powers, including the full or partial write down of capital instruments, the dilution of capital 

instruments through the issuance of new equity, the full or partial write down or conversion into 

equity of additional capital instruments qualifying as tier 1 and tier 2 (such as subordinated bonds), 

can also be exercised as a precautionary measure, outside of resolution proceedings and/or pursuant to 

the European Commission’s State Aid framework if the institution requires exceptional public 

financial support. 

The implementation of these tools and powers with respect to BNPP may result in significant 

structural changes to BNPP (including as a result of asset or business sales or the creation of bridge 

institutions) and in a partial or total write down, modification or variation of claims of shareholders 

and creditors. Such powers may also result, after any transfer of all or part of BNPP’s business or 

separation of any of its assets, in the holders of securities (even in the absence of any such write down 

or conversion) being left as creditors of BNPP in circumstances where BNPP’s remaining business or 

assets are insufficient to support the claims of all or any of the creditors of BNPP. 

7. Risks related to BNPP’s growth in its current environment 

7.1 BNPP’s failure to implement its strategic plan could affect the trading price of its securities. 

BNPP announced a strategic plan for the 2017-2020 period on 7 February 2017. This plan 

contemplates a number of initiatives, including the implementation of new customer pathways, 

BNPP’s digital transformation, continuing to improve operating efficiency and various business 

development initiatives. BNPP closely monitors these initiatives and provided an update on its 2020 

targets on 6 February 2019 (including anticipated growth in revenues over the 2016-2020 period at 

1.5% per year compared to 2.5% per year in the initial plan, and a target of recurring cost savings in 

2020 of €3.3 billion compared to €2.7 billion in the initial plan). These financial targets and objectives 

were established primarily for purposes of internal planning and allocation of resources, and are based 

on a number of assumptions with regard to business and economic conditions. 

BNPP’s actual results could vary significantly from these targets and objectives for a number of 

reasons, including the occurrence of one or more of the risk factors described elsewhere in this 

section. If BNPP does not achieve its objectives, its financial position and the trading price of its 

securities could be affected, as well as its financing costs.  

Additionally, as part of BNPP’s commitment to environmental responsibility within its CSR policy, it 

has announced a number of initiatives to support the energy transition towards a low carbon economy, 

including a reduction in financing for energies with the most negative environmental impact. In 2018, 

BNPP accordingly ceased financing for companies whose main business is fracking of gas/shale oil, 

oil from oil sands or oil/gas production in the Arctic as well as financing for tobacco companies. 
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These measures (and any future ones along similar lines) may in certain cases adversely affect 

BNPP’s results in the relevant sectors. 

7.2 BNPP may experience difficulties integrating acquired companies and may be unable to realize the 

benefits expected from its acquisitions. 

BNPP makes acquisitions on a regular basis. For example, BNPP’s most recent major acquisition was 

of substantially all of the activities of Raiffeisen Bank Polska in Poland, which was completed on 31 

October 2018; such activities were subsequently merged with BGZ BNP Paribas. Integrating acquired 

businesses is a long and complex process, and may entail restructuring costs; in 2018, BNPP incurred 

€129 million in restructuring costs related mainly to the integration of LaSer, DAB Bank, GE LLD, 

ABN Amro Luxembourg and Raffeisen Bank Polska. Successful integration and the realization of 

synergies require, among other things, proper coordination of business development and marketing 

efforts, retention of key members of management, policies for effective recruitment and training as 

well as the ability to adapt information and computer systems. Any difficulties encountered in 

combining operations could result in higher integration costs and lower savings or revenues than 

expected. There will accordingly be uncertainty as to the extent to which anticipated synergies will be 

achieved and the timing of their realization. Moreover, the integration of BNPP’s existing operations 

with those of the acquired operations could interfere with its respective businesses and divert 

management’s attention from other aspects of BNPP’s business, which could have a negative impact 

on BNPP’s business and results. In some cases, moreover, disputes relating to acquisitions may have 

an adverse impact on the integration process or have other adverse consequences, including financial 

ones. 

Although BNPP undertakes an in depth analysis of the companies it plans to acquire, such analyses 

often cannot be complete or exhaustive. As a result, BNPP may increase its exposure to doubtful or 

troubled assets and incur greater risks as a result of its acquisitions, particularly in cases in which it 

was unable to conduct comprehensive due diligence prior to the acquisition. 

7.3 BNPP’s current environment may be affected by the intense competition amongst banking and non 

banking operators, which could adversely affect BNPP’s revenues and profitability. 

Competition is intense in all of BNPP’s primary business areas in France and the other countries in 

which it conducts a substantial portion of its business, including other European countries and the 

United States. Competition in the banking industry could intensify as a result of consolidation in the 

financial services area or as a result of the presence of new players in the payment and the financing 

services area or the development of crowdfunding platforms. While BNPP has launched initiatives in 

these areas, such as the debut of Hello Bank! and its acquisition of Nickel, competitors subject to less 

extensive regulatory requirements or to less strict capital requirements (e.g., debt funds, shadow 

banks), or benefiting from economies of scale, data synergies or technological innovation (e.g., 

internet and mobile operators, digital platforms, fintechs), could be more competitive by offering 

lower prices or more innovative services. In addition, new payment systems and crypto-currencies, 

such as Bitcoin, and new technologies that facilitate transaction processes, such as blockchain, have 

developed in recent years. While it is difficult to predict the effects of these emerging technologies as 

well as any applicable regulations, their use could nevertheless reduce BNPP’s market share or secure 

investments that otherwise would have used technology used by more established financial 

institutions, such as BNPP. If BNPP is unable to respond to the competitive environment in France or 

in its other major markets by offering attractive, innovative and profitable product and service 

solutions, it may lose market share in key areas of its business or incur losses on some or all of its 

activities. In addition, downturns in the economies of its principal markets could add to the 

competitive pressure, through, for example, increased price pressure and lower business volumes for 
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BNPP and its competitors (the results of BNPP’s various business lines in 2018 are described on 

pages 116 to 127 of the BNPP 2018 Registration Document (in English)). It is also possible that the 

imposition of more stringent requirements (particularly capital requirements and business restrictions) 

on large or systemically significant financial institutions, could lead to distortions in competition in a 

manner adverse to large private sector institutions such as BNPP. 

7.4 Changes in certain holdings in credit or financial institutions could have an impact on BNPP’s 

financial position. 

Amounts below the thresholds for prudential capital deduction are assets subject to a risk-weight of 

250% in accordance with Article 48 of Regulation (EU) No. 575/2013. These assets include: credit or 

financial institutions consolidated under the equity method within the prudential scope, which are 

weighted using the simple weighting method; significant financial interest in credit or financial 

institutions in which BNPP holds a stake of more than 10%; and deferred tax assets that rely on future 

profitability and arise from temporary differences.  

The risk-weighted assets subject to this type of risk amounted to €17 billion at 31 December 2018, or 

2.6% of the total risk-weighted assets of BNPP." 
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AMENDMENTS TO DOCUMENTS INCORPORATED BY REFERENCE 

The section "DOCUMENTS INCORPORATED BY REFERENCE" on pages 123 to 129 in the Base Prospectus is 

amended as follows: 

(a) paragraph (f) is deleted and replaced with the following: 

"(f) BNPP’s Document d'enregistrement universel au 30 juin 2019 et rapport financier semestriel déposé 

auprès de l'AMF le 31 juillet 2019 (in English) (other than the sections entitled "Persons Responsible for 

the Update of the Registration Document" and "Tables of Concordance") with filing number D.19-0731 

(the "BNPP Universal Registration Document as at 30 June 2019 (in English)") – 

https://invest.bnpparibas.com/en/registration-documents-annual-financial-reports);";  

(b) the "." at the end of paragraph (g) is deleted and replaced with "; and"; 

(c) the following new paragraphs (h) is added under paragraph (g): 

"(h) BNPP’s Amendement au Document d'enregistrement universel au 30 juin 2019 déposé auprès de l'AMF 

le 31 octobre 2019 (in English) (other than the sections entitled "Persons Responsible for the Update of 

the Registration Document" and "Tables of Concordance") with filing number D.19-0731-A01 (the "First 

Amendment to the BNPP 2019 Universal Registration Document (in English)") – 

https://invest.bnpparibas.com/en/registration-documents-annual-financial-reports)". 

(d) The table entitled "BNP PARIBAS - Extracts of Annex XI of the European Regulation 809/2004/EC of 29 

April 2004" is deleted in its entirety and replaced with the following: 

 

BNP PARIBAS 

Extracts of Annex XI of the European Regulation 809/2004/EC of 29 April 2004 

3. Risk Factors  

3.1. Prominent disclosure of risk factors that may affect the Issuer’s 

ability to fulfil its obligations under the securities to investors in a 

section headed "Risk Factors". 

Pages 277 to 464                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      

of the BNPP 2018 Registration Document (in 

English) 

Pages 73 and 77 of the First Update to the 

BNPP 2018 Registration Document (in 

English) 

Pages 74 and 200 to 240 of the BNPP Universal 

Registration Document as at 30 June 2019 (in 

English) 

Pages 79 and 85 to 103 of the First Amendment 

to the BNPP 2019 Universal Registration 

Document (in English) 

4. Information about the Issuer  

4.1. History and development of the Issuer: Page 5 of the BNPP 2018 Registration 

Document (in English) 

Page 3 of the First Update to the BNPP 2018 

Registration Document (in English) 

https://invest.bnpparibas.com/en/registration-documents-annual-financial-reports
https://invest.bnpparibas.com/en/registration-documents-annual-financial-reports
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Page 3 of the BNPP Universal Registration 

Document as at 30 June 2019 (in English) 

Page 3 of the First Amendment to the BNPP 

2019 Universal Registration Document (in 

English) 

4.1.1. The legal and commercial name of the Issuer; Page 585 of the BNPP 2018 Registration 

Document (in English) 

4.1.2. The place of registration of the Issuer and its registration 

number; 

Pages 585 and 606 (back cover) of the BNPP 

2018 Registration Document (in English) 

4.1.3. The date of incorporation and the length of life of the Issuer, 

except where indefinite; 

Page 585 of the BNPP 2018 Registration 

Document (in English) 

4.1.4. 

- the domicile and legal form of the Issuer,  

- the legislation under which the Issuer operates,  

- its country of incorporation, and  

- the address and telephone number of its registered office (or 

principal place of business if different from its registered office). 

Pages 585 and 606 (back cover) of the BNPP 

2018 Registration Document (in English) 

4.1.5. Any recent events particular to the Issuer which are to a 

material extent relevant to the evaluation of the Issuer’s solvency. 

Pages 280, 316 to 317 and 577 of the BNPP 

2018 Registration Document (in English)  

Pages 54, 74, 200 and 242 of the BNPP 

Universal Registration Document as at 30 June 

2019 (in English) 

5. Business Overview  

5.1.1. A brief description of  

- the Issuer’s principal activities stating,  

- the main categories of products sold and/or services performed. 

Pages 6 to 15, 196 to 199 and 578 to 584 of the 

BNPP 2018 Registration Document (in 

English) 

Page 3 of the BNPP Universal Registration 

Document as at 30 June 2019 (in English)  

Page 3 of the First Amendment to the BNPP 

2019 Universal Registration Document (in 

English) 

5.1.2. An indication of any significant new products and/or activities. Pages 6 to 15, 135, 196 to 199 and 578 to 584 

of the BNPP 2018 Registration Document (in 

English) 

5.1.3. A brief description of the principal markets in which the Issuer 

competes. 

Pages 6 to 15, 196 to 199 and 578 to 584 of the 

BNPP 2018 Registration Document (in 

English) 

5.1.4. The basis for any statements in the registration document made 

by the Issuer regarding its competitive position. 

Pages 6 to 15 and 114 to 127 of the BNPP 2018 

Registration Document (in English) 

6. Organisational Structure  

6.1. If the Issuer is part of a group, a brief description of the group 

and of the Issuer's position within it. 

Page 4; 6 of the BNPP 2018 Registration 

Document (in English) 

Page 3 of the First Update to the BNPP 2018 

Registration Document (in English) 
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Page 3 of the BNPP Universal Registration 

Document as at 30 June 2019 (in English)  

Page 3 of the First Amendment to the BNPP 

2019 Universal Registration Document (in 

English) 

6.2. If the Issuer is dependent upon other entities within the group, 

this must be clearly stated together with an explanation of this 

dependence. 

Pages 261 to 268, 496 to 501, 576, and 578 to 

584 of the BNPP 2018 Registration Document 

(in English)  

Pages 173 to 197 of the BNPP Universal 

Registration Document as at 30 June 2019 (in 

English) 

7. Trend Information  

7.2 Information on any known trends, uncertainties, demands, 

commitments or events that are reasonably likely to have a material 

effect on the issuer’s prospects for at least the current financial year. 

Pages 136 to 138 and 286 of the BNPP 2018 

Registration Document (in English) 

Page 242 of the BNPP Universal Registration 

Document as at 30 June 2019 (in English)  

Page 106 of the First Amendment to the BNPP 

2019 Universal Registration Document (in 

English) 

8. Profit Forecasts or Estimates  

8.1. A statement setting out the principal assumptions upon which the 

Issuer has based its forecast, or estimate. 

There must be a clear distinction between assumptions about factors 

which the members of the administrative, management or supervisory 

bodies can influence and assumptions about factors which are 

exclusively outside the influence of the members of the 

administrative, management or supervisory bodies; be readily 

understandable by investors; be specific and precise; and not relate to 

the general accuracy of the estimates underlying the forecast. 

NA 

8.2. A report prepared by independent accountants or auditors stating 

that in the opinion of the independent accountants or auditors the 

forecast or estimate has been properly compiled on the basis stated, 

and that the basis of accounting used for the profit forecast or 

estimate is consistent with the accounting policies of the Issuer.  

NA 

Where financial information relates to the previous financial year and 

only contains non-misleading figures substantially consistent with the 

final figures to be published in the next annual audited financial 

statements for the previous financial year, and the explanatory 

information necessary to assess the figures, a report shall not be 

required provided that the prospectus includes all of the following 

statements:  

 

(a) the person responsible for this financial information, if different 

from the one which is responsible for the prospectus in general, 

approves that information; 
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(b) independent accountants or auditors have agreed that this 

information is substantially consistent with the final figures to be 

published in the next annual audited financial statements; 

 

(c) this financial information has not been audited.  

8.3. The profit forecast or estimate must be prepared on a basis 

comparable with the historical financial information. 

NA 

9. Administrative, Management, and Supervisory Bodies  

9.1. Names, business addresses and functions in the Issuer of the 

following persons, and an indication of the principal activities 

performed by them outside the Issuer where these are significant with 

respect to that Issuer: 

(a) members of the administrative, management or supervisory 

bodies; 

(b) partners with unlimited liability, in the case of a limited 

partnership with a share capital. 

Pages 31 to 45 and 98 of the BNPP 2018 

Registration Document (in English) 

9.2. Administrative, Management, and Supervisory bodies conflicts 

of interests.  

Potential conflicts of interests between any duties to the issuing entity 

of the persons referred to in item 9.1 and their private interests and or 

other duties must be clearly stated.  

In the event that there are no such conflicts, make a statement to that 

effect. 

Pages 49 to 50, 63 to 64 and 74 to 94 of the 

BNPP 2018 Registration Document (in 

English) 

10. Major Shareholders  

10.1. To the extent known to the Issuer, state whether the Issuer is 

directly or indirectly owned or controlled and by whom, and describe 

the nature of such control, and describe the measures in place to 

ensure that such control is not abused. 

Pages 16 and 17 of the BNPP 2018 Registration 

Document (in English) 

Page 241 of the BNPP Universal Registration 

Document as at 30 June 2019 (in English) 

10.2. A description of any arrangements, known to the Issuer, the 

operation of which may at a subsequent date result in a change in 

control of the Issuer. 

Page 17 of the BNPP 2018 Registration 

Document (in English) 

11. Financial Information concerning the Issuer’s assets and liabilities, financial position and profits and losses 

11.1. Historical Financial Information 

Audited historical financial information covering the latest 2 financial 

years (or such shorter period that the issuer has been in operation), 

and the audit report in respect of each year. 

Pages 4, 20, 109 to 136, 137 to 242, 440 to 482 

of the BNPP 2017 Registration Document (in 

English)  

Pages 4,20,113 to 269, 466 to 502, of the BNPP 

2018 Registration Document (in English)  

 

11.2. Financial statements 

If the issuer prepares both own and consolidated financial statements, 

include at least the consolidated financial statements in the 

registration document. 

Pages 137 to 236, 439 to 476 of the BNPP 2017 

Registration Document (in English) 

Pages 149 to 269, 465 to 502 of the BNPP 2018 

Registration Document (in English)  

Pages 75 to 196 of the BNPP Universal 

Registration Document as at 30 June 2019 (in 

English)  

Page 78 of the First Amendment to the BNPP 

2019 Universal Registration Document (in 
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English) 

 

11.3. Auditing of historical annual financial information 
 

11.3.1. A statement that the historical financial information has been 

audited. If audit reports on the historical financial information have 

been refused by the statutory auditors or if they contain qualifications 

or disclaimers, such refusal or such qualifications or disclaimers must 

be reproduced in full and the reasons given. 

Pages 237 to 242, 477 to 482 of the BNPP 2017 

Registration Document (in English) 

Pages 270 to 276, 503 to 508 of the BNPP 2018 

Registration Document (in English) 

 

11.3.2. An indication of other information in the registration 

document which has been audited by the auditors. 

Pages 94, 564 to 565 of the BNPP 2017 

Registration Document (in English) 

Pages 98, 590 to 591 of the BNPP 2018 

Registration Document (in English) 

 

11.4. Age of latest financial information 
 

11.4.1. The last year of audited financial information may not be 

older than 18 months from the date of the registration document. 

Pages 140 and 440 of the BNPP 2017 

Registration Document (in English) 

Pages 152 and 466 of the BNPP 2018 

Registration Document (in English) 

 

11.5. Interim and other financial information 
 

11.5.1. If the issuer has published quarterly or half yearly financial 

information since the date of its last audited financial statements, 

these must be included in the registration document. If the quarterly 

or half yearly financial information has been reviewed or audited the 

audit or review report must also be included. If the quarterly or half 

yearly financial information is unaudited or has not been reviewed 

state that fact. 

Pages 4 to 69 and page 72 of the First Update to 

the BNPP 2018 Registration Document (in 

English) 

Pages 4 to 71 and 75 to 197 of the BNPP 

Universal Registration Document as at 30 June 

2019 (in English)  

Pages 4 to 75 and 78 of the First Amendment to 

the BNPP 2019 Universal Registration 

Document (in English) 

 

11.6. Legal and arbitration proceedings 
Pages 248 and 249 of the BNPP 2018 

Registration Document (in English) 

Pages 97 to 98 of the First Update to the BNPP 

2018 Registration Document (in English) 

Pages 165 to 166 of the BNPP Universal 

Registration Document as at 30 June 2019 (in 

English) 

Pages 104 to 105 of the First Amendment to the 

BNPP 2019 Universal Registration Document 

(in English) 

(e) The first sentence of the paragraph below the table entitled "BNP PARIBAS ISSUANCE B.V.  - Extracts of 

Annex IV of the European Regulation 809/2004/EC of 29 April 2004" is deleted in its entirety and replaced 

with the following; 
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"Each of the documents incorporated by reference in (b) to (h) above will only be made available by the 

relevant Issuer or the Guarantor (if applicable) to which such document relates." 
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AMENDMENTS TO THE GENERAL INFORMATION  

The section "GENERAL INFORMATION" on pages 582 to 588 of the Base Prospectus is amended as follows: 

(a) the paragraphs under the heading "4. Documents Available" are amended as follows: 

(i) the word "and" at the end of sub-paragraph (xii) is deleted; 

(ii) the word "and" is added at the end of sub-paragraph (xiii); 

(iii) the following new sub-paragraph (xiv) is added under sub-paragraph (xiii): 

"(xiv)  the First Amendment to the BNPP 2019 Universal Registration Document (in English)."  

(iv) the first sentence in the first paragraph beneath the numbered list is deleted and replaced with the 

following: 

"In the case of (i), (ii), (vi), (viii), (ix), (x), (xii) and (xiii), the documents are also available via 

BNPP's website: www.invest.bnpparibas.com. In addition, copies of this Base Prospectus and any 

documents incorporated by reference in this Base Prospectus are available via BNPP’s websites 

(www.produitsdebourse.bnpparibas.fr; www.bnpparibasmarkets.be or www.bnpparibasmarkets.nl; 

www.educatedtrading.bnpparibas.se ; https://www.productoscotizados.com/home/)." 

(b) the first paragraph under the heading "6. Legal and Arbitration Proceedings" is deleted in its entirety and 

replaced with the following: 

"Save as disclosed on pages 248 and 249 of the BNPP 2018 Registration Document (in English), pages 97 to 

99 of the First Update to the BNPP 2018 Registration Document (in English), pages 165 to 166 of the BNPP 

Universal Registration Document as at 30 June 2019 (in English) and pages 104 and 105 of the First 

Amendment to the BNPP 2019 Universal Registration Document (in English), there have been no 

governmental, legal or arbitration proceedings (including any such proceedings which are pending or 

threatened of which the Issuer is aware), during the period covering at least the twelve (12) months prior to 

the date of this Base Prospectus which may have, or have had in the recent past, significant effects on the 

Issuer and/or the Group's financial position or profitability.";  

(c) the table under the heading "16. Capitalization of BNPP and the BNP Paribas Group" is deleted and 

replaced with the following: 

"The following table(1) sets out the consolidated capitalization and medium to long term indebtedness (i.e. of 

which the unexpired term to maturity is more than one year) of the Group as of 30 September 2019 using the 

Group's prudential scope of consolidation. 

The "prudential scope of consolidation", as defined in Regulation (EU) 575/2013 on capital requirements for 

credit institutions and investment firms, is used by the Group in the preparation of its "Pillar 3" disclosure set 

out in Chapter 5 of the BNPP 2018 Registration Document (in English). It differs from the "accounting scope 

of consolidation" used by the Group in the preparation of its consolidated financial statements under IFRS, as 

adopted by the European Union. The principal differences between the two scopes of consolidation are 

summarised in Note 1 to the table below. 

Except as set forth in this section, there has been no material change in the capitalization of the Group since 

30 September 2019. 

http://www.produitsdebourse.bnpparibas.fr/
http://www.bnpparibasmarkets.be/
http://www.bnpparibasmarkets.nl/
http://www.educatedtrading.bnpparibas.se/
https://www.productoscotizados.com/home/
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For the avoidance of doubt, the figures in the table below are derived from the Group’s unaudited 

consolidated financial statements as of and for the nine months ended 30 September 2019 and the Group’s 

audited consolidated financial statements as of and for the year ended 31 December 2018 (which do not 

include prudential deductions), and are used for the purposes of the Group’s prudential capital calculations. 

(in millions of euros) 

As of  

30 September 

2019 

 

As of  

31 December 

2018 

 

   

Medium- and Long-Term Debt (of which the unexpired term to 

maturity is more than one year)
2
 

  

Senior preferred debt at fair value through profit or loss ............................  42,044 37,516 

Senior preferred debt at amortised cost ........................................................  47,017 48,223 

Total Senior Preferred Debt ......................................................................  89,060 85,739 

Senior non preferred debt at fair value through profit or loss 644 0 

Senior non preferred debt at amortised cost .................................................  37,831 23,549 

Total Senior Non Preferred Debt ..............................................................  38,475 23,549 

   

Redeemable subordinated debt at amortised cost .........................................  17,526 14,929 

Undated subordinated notes at amortised cost
3
 .............................................  535 516 

Undated participating subordinated notes at amortised cost
4
........................  225 225 

Redeemable subordinated debt at fair value through profit or loss ...............  54 118 

Perpetual subordinated notes at fair value through profit or loss
5,6

 ..............  660 669 

Preferred shares and equivalent instruments
7
 ...............................................  9,753 8,240 

Total Subordinated Debt ............................................................................  28,752 24,697 

   

Issued capital
8
 ...............................................................................................  2,500 2,500 

Additional paid-in capital  ............................................................................  24,564 24,537 

Retained earnings..........................................................................................  64,830 61,928 

Unrealised or deferred gains and losses attributable to Shareholders ...........  2,519 503 

   

Total Shareholders’ Equity and Equivalents (net of proposed 

dividends) .................................................................................................  94,413 89,468 

Minority interests (net of proposed dividends) .............................................  4,094 4,049 

Total Capitalization and Medium-to-Long Term Indebtedness .............  254,795 227,502 

(1) Prior to 30 September 2018, the Group presented its consolidated capitalization and medium-to-long term indebtedness 

using the accounting scope of consolidation.  Since then, the Group presents its capitalization table using the prudential 

scope of consolidation. As stated in Section 5.2 of the BNPP 2018 Registration Document, the material differences between 

the prudential scope of consolidation and the accounting scope of consolidation are the following: 

o insurance companies (primarily BNP Paribas Cardif and its subsidiaries) that are fully consolidated under the 

accounting scope of consolidation are accounted for under the equity method in the prudential scope of consolidation; 

o jointly controlled entities (mainly UCI Group entities and Bpost banque) are accounted for under the equity method 

in the accounting scope of consolidation and under the proportional consolidation scope in the prudential scope of 

consolidation. 

(2) All medium- and long-term senior preferred debt of the Issuer ranks equally with deposits and senior to the new 

category of senior non preferred debt first issued by the Issuer in January 2017. The subordinated debt of the Issuer is 

subordinated to all of its senior debt (including both senior preferred and senior non preferred debt). The Issuer and its 

subsidiaries issue medium- to long-term debt on a continuous basis, particularly through private placements in France and 

abroad. 
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Euro against foreign currency as at 31 December 2017, CAD =1.506, GBP = 0.889, CHF = 1.171, HKD = 9.387, JPY = 

135.303, USD = 1.201. 

Euro against foreign currency as at 31 December 2018, CAD = 1.563, GBP = 0.898, CHF = 1.126, HKD = 8.972, JPY = 

125.594, USD = 1.146. 

Euro against foreign currency as at 30 September 2019, CAD = 1.443, GBP = 0.886, CHF = 1.088, HKD = 8.549, JPY = 

117.818, USD = 1.090.  

(3) At 30 September 2019, the remaining subordinated debt included €505 million of undated floating-rate subordinated 

notes ("TSDIs").  

(4) Undated participating subordinated notes issued by BNP SA in July 1984 for a total amount of €337 million are 

redeemable only in the event of the liquidation of the Issuer, but may be redeemed in accordance with the terms specified in 

the French law of 3 January1983. The number of notes outstanding as at 30 September 2019 was 1,434,092 amounting to 

approximately €215 million. Payment of interest is obligatory, but the Board of Directors may postpone interest payments 

if the Ordinary General Meeting of shareholders held to approve the financial statements notes that there is no income 

available for distribution. Additionally, as at 30 September 2019, there were 28,698 undated participating subordinated 

notes issued by Fortis Banque France (amounting to approximately €4 million) and 6,773 undated participating 

subordinated notes issued by Banque de Bretagne (amounting to approximately €2 million) outstanding; both entities have 

since been merged into BNPP.  

(5) Subordinated debt corresponds to an issue of Convertible And Subordinated Hybrid Equity-linked Securities 

("CASHES") made by Fortis Bank SA/NV (now acting in Belgium under the commercial name BNP Paribas Fortis) in 

December 2007, for an initial nominal amount of €3 billion, which has now been reduced to an outstanding nominal 

amount of €948 million corresponding to a market value of €660 million at 30 September 2019. They bear interest at a 

floating rate equal to three-month EURIBOR plus a margin equal to 2% paid quarterly in arrears. The CASHES are 

undated but may be exchanged for Ageas (previously Fortis SA/NV) shares at the holder’s sole discretion at a price per 

Ageas share of €239.40. However, as of 19 December 2014, the CASHES are subject to automatic exchange into Ageas 

shares if the price of Ageas shares is equal to or higher than €359.10 for twenty consecutive trading days. The principal 

amount will never be redeemed in cash. The rights of CASHES holders are limited to the Ageas shares held by BNP 

Paribas Fortis and pledged to them. 

Ageas and BNP Paribas Fortis have entered into a Relative Performance Note ("RPN") contract, the value of which varies 

contractually so as to offset the impact on BNP Paribas Fortis of the relative difference between changes in the value of the 

CASHES and changes in the value of the Ageas shares. 

On 7 May 2015, BNPP and Ageas reached an agreement which allows BNPP to purchase outstanding CASHES subject to 

the condition that these are converted into Ageas shares, leading to a proportional settlement of the RPN. The agreement 

between Ageas and BNPP expired on 31 December 2016 and has not been renewed. 

On 24 July 2015, BNPP obtained a prior agreement from the European Central Bank permitting it to purchase outstanding 

CASHES up to a nominal amount of €200 million. In 2016, BNPP used such agreement to purchase €164 million 

outstanding CASHES, converted into Ageas shares. 

On 8 July 2016, BNPP obtained a new agreement from the European Central Bank which superseded the prior agreement 

permitting it to purchase outstanding CASHES up to a nominal amount of €200 million. BNPP requested the cancellation 

of this agreement from the European Central Bank and the European Central Bank approved such cancellation in August 

2017. 
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As at 30 September 2019, the subordinated liability is eligible to Tier 1 capital for €205 million (considering both the 

transitional period and the cancellation of the aforementioned agreement). 

(6) Carrying amount of the CASHES, of which the amount eligible in prudential own funds was €205 million as of 31 

December 2018 and €205 million as of 30 September 2019. 

(7) Consists of numerous issuances by BNPP in various currencies (i) over the 2005-2009 period, of undated deeply 

subordinated non cumulative notes and (ii) since 2015, of perpetual fixed rate resettable additional tier 1 notes. The details 

of the debt instruments recognized as capital, as well as their characteristics, as required by Implementing Regulation No. 

1423/2013, are available in the BNP Paribas Debt section of the Issuer’s investor relations website at 

www.invest.bnpparibas.com. 

(8) At 30 September 2019, the Issuer’s share capital stood at €2,499,597,122 divided into 1,249,798,561 shares with a par 

value of €2 each."; and 

(d) the paragraph under the heading "18. Events impacting the solvency of BNPP" on page 588 of the Base 

Prospectus is amended by the deletion of the words "30 June 2019" and their replacement with the words "30 

September 2019". 
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RESPONSIBILITY STATEMENT 

Each of BNPP B.V. (in respect of itself) and BNPP (in respect of itself and BNPP B.V.) accepts responsibility for the 

information contained in this Second Supplement. To the best of the knowledge of each of BNPP B.V. and BNPP (who 

have taken all reasonable care to ensure that such is the case), the information contained herein is in accordance with the 

facts and does not omit anything likely to affect the import of such information. 

Information contained in this Second Supplement which is sourced from a third party has been accurately reproduced 

and, as far as the Issuer is aware and is able to ascertain from information published by the relevant third party, no facts 

have been omitted which would render the reproduced information inaccurate or misleading. The Issuer has also 

identified the source(s) of such information. 

 

 

 


