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Key Takeaways

• European banks have delivered strong and consistent profitability over recent years, which many 

investors may not fully appreciate given the sector’s historically cyclical reputation.

• Unlike sectors like industrials, manufacturing, or consumer goods, European banks are less directly 

exposed to global trade and tariff disruptions.

• With clear buffers against economic shocks, improving asset quality, and favourable long-term trends, 

the sector is positioned not just to endure volatility—but to thrive in it.

• Related Products WisdomTree EURO STOXX Banks 3x Daily Leveraged, WisdomTree FTSE MIB 

Banks Find out more

In today’s financial markets, where macroeconomic uncertainty, shifting interest rate expectations, and 

geopolitical fragmentation dominate headlines, institutional investors are searching for sectors with both 

defensive fundamentals and offensive potential. Few sectors meet that dual objective as effectively as 

European banks. Once considered the weak link in global finance, Europe’s financial institutions have 

undergone a quiet but significant transformation—emerging from the post-GFC1 era as well-capitalised, 

profitable, and operationally lean organisations.

Against this backdrop, investors have two differentiated WisdomTree instruments at their disposal to 

capitalise on the sector’s strength. The WisdomTree EURO STOXX Banks 3x Daily Leveraged ETP 

(3BAL) offers a tactical, leveraged route to magnify exposure to European bank equities. Meanwhile, the 

WisdomTree FTSE MIB Banks ETP (ITBL) provides a focused UCITS-eligible option to access Italian bank 

performance with a longer-term horizon in mind.

Strong fundamentals back the investment case
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European banks have delivered strong and consistent profitability over recent years, which many investors 

may not fully appreciate given the sector’s historically cyclical reputation. As of the fourth quarter of 2024, 

the aggregated annualised return on equity (RoE) for European banks stands at 10.5% (1 Jan 2024 – 

31 Dec 2024), according to the European Banking Authority (EBA) risk dashboard for Q4 20242. This 

figure is not only robust by historical standards but also compares favourably with global peers, particularly 

considering the region’s more conservative risk profile and tighter regulatory standards.

Much of this profitability has been driven by net interest income (NII), which has expanded meaningfully 

during the recent monetary tightening cycle. Although the net interest margin (NIM) eased only slightly to 

1.66% in Q4 2024 according to EBA3, it remains above pre-pandemic levels, reflecting healthy loan yields 

relative to funding costs.

Beyond profitability, capital adequacy is perhaps the clearest indicator of how far the sector has progressed. 

As of Q4 2024, the average fully loaded Common Equity Tier 1 (CET1) ratio among European banking 

institutions stood at 16%—a level well above regulatory minimums and historical averages4. This capital 

surplus provides ample flexibility to absorb credit shocks, continue dividend payments, and support 

balance sheet expansion.

Meanwhile, asset quality has continued to improve. The non-performing loan (NPL) ratio across European 

banks was 1.88% in Q3 2024, down from over 3%5 just a few years ago according to the European 

Banking Authority's (EBA) risk dashboard6. This improvement is a direct result of tighter underwriting 

standards, stronger economic oversight, and proactive provisioning policies. Importantly, this strength in 

loan books has remained intact even as headline inflation and interest rates have risen, indicating that 

borrowers—both corporate and retail—are not showing systemic stress.

Structurally resilient in the face of external shocks

Unlike sectors like industrials, manufacturing, or consumer goods, European banks are less directly 

exposed to global trade and tariff disruptions. Their revenue base is primarily domestic or regional, and 

they remain one step removed from the frontlines of trade disputes. While protectionist policies may weigh 

on borrower cash flows over time, the lagged transmission of these effects allows banks to respond 

proactively, whether through tightened lending standards or credit hedging.

Regulatory architecture further enhances resilience. European banks operate under a ring-fenced regu-

latory regime, meaning each legal entity is supervised and capitalised independently in its home country. 

This compartmentalisation limits the potential for cross-border contagion, making the sector structurally 

less vulnerable to global supply chain shocks or localised financial crises.

Additionally, the European Central Bank and national regulators continue to run rigorous stress tests 

simulating economic scenarios far more severe than most plausible outlooks. These stress scenarios 

often assume double-digit unemployment, sharp declines in GDP7, and abrupt market corrections. The 

fact that banks consistently pass these tests with adequate capital buffers reinforces their reputation as a 

well-defended segment of the equity market.
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Strategic and tactical tools for exposure: ITBL and 3BAL

Given these tailwinds, investors looking to allocate toward the sector can choose between two vehi-

cles—each designed with a different objective and investment horizon in mind.

For longer-term, unleveraged exposure, the WisdomTree FTSE MIB Banks ETP (ITBL) offers direct access 

to the Italian banking sector. The fund tracks the FTSE MIB Banks 15% Capped Net Tax Index, which 

includes major institutions such as UniCredit, Intesa Sanpaolo, and Banco BPM. These banks have posted 

exceptional results over the past year. For instance, Banco Sabadell reported a 58.6% increase in net profit 

year-on-year for Q1 2025, while UniCredit and Intesa continue to exceed capital and profitability targets, 

according to their Q1 2025 earnings releases.

For investors with a shorter-term tactical outlook, the WisdomTree EURO STOXX Banks 3x Daily Lever-

aged ETP (3BAL) provides 3x daily leveraged exposure to the EURO STOXX Banks Index. This index 

captures a broad basket of leading European banks, including BNP Paribas, Santander, and Société 

Générale. 3BAL is particularly suited for trading around macro events, earnings seasons, or technical 

breakout patterns.

Figure 1: Last 5 years of cumulative monthly returns of the WisdomTree 
FTSE MIB Banks ETP (ITBL)

Source: WisdomTree, Bloomberg. From 30 April 2020 to 30 April 2025. Historical performance is not an 

indication of future performance, and any investments may go down in value.
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Figure 2: Last 5 years of cumulative monthly returns of the WisdomTree EURO STOXX Banks 3x 

Daily Leveraged ETP (3BAL)

Source: WisdomTree, Bloomberg. From 30 April 2020 to 30 April 2025. Historical performance is not an 

indication of future performance, and any investments may go down in value.

Conclusion

European banks are no longer the laggards of global finance. They are now among the most capitalised, 

profitable, and operationally efficient segments of the equity market. With clear buffers against economic 

shocks, improving asset quality, and favourable long-term trends, the sector is positioned not just to endure 

volatility—but to thrive in it.

Furthermore, potential monetary policy shifts—including the European Central Bank's expected rate 

adjustments in the second half of 2025—could actually prolong the profit tailwind for banks, especially 

if rates settle at levels that preserve net interest margins without causing asset quality deterioration.

Whether through the tactical lens of 3BAL or the strategic exposure provided by ITBL, institutional investors 

have compelling tools at their disposal to capitalise on the sector’s current strength and its future potential.

1GFC = Global Financial Crisis of 2007-2008.

2,3,4https://www.eba.europa.eu/publications-and-media/press-releases/eueea-banking-sector-re-

mains-stable-amidst-evolving-geopolitical-challenges-0

5https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwiz-

rOj79J6NAxXeXEEAHRBPOf4QFnoECDQQAQ&url=https%3A%2F%2Feuropean-econo-

my.eu%2F2021-1%2Fnon-performing-loans-an-old-problem-in-a-new-situa-

tion%2F%3Fdid%3D6006&usg=AOvVaw12BaEvCh-PHnLGm9ggsR3w&opi=89978449

6https://scoperatings.com/ratings-and-research/research/EN/178265#:~:text=The%20consolidat-
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7GDP = Gross Domestic Product.
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Important Risks Related to this Article

IMPORTANT INFORMATION
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland. Marketing communications issued in jurisdictions outside of the EEA: This 

document has been issued and approved by WisdomTree UK Limited, which is authorised and regulated 

by the United Kingdom Financial Conduct Authority. WisdomTree Ireland Limited and WisdomTree UK 

Limited are each referred to as “WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory 

are available on request. This marketing communication has been prepared for professional investors, but 

the WisdomTree products set out in this document may be available in some jurisdictions to any investors, 

subject to applicable laws and regulations. As the product may not be authorised or its oering may be 

restricted in your jurisdiction, it is the responsibility of every person or entity to satisfy themselves as 

to the full observance of the laws and regulations of the relevant jurisdiction. Prior to any application 

investors are advised to take all necessary legal, regulatory, tax and investment advice on the suitability 

and consequences of an investment in the products. Past performance is not a reliable indicator of future 

performance. Any historical performance included in this document may be based on back testing. Back 

testing is the process of evaluating an investment strategy by applying it to historical data to simulate what 

the performance of such strategy would have been. Back tested performance is purely hypothetical and is 

provided in this document solely for informational purposes. Back tested data does not represent actual 

performance and should not be interpreted as an indication of actual or future performance. The value 

of any investment may be aected by exchange rate movements. Any decision to invest should be based 

on the information contained in the appropriate prospectus and aer seeking independent investment, tax 

and legal advice. These products may not be available in your market or suitable for you. The content 

of this document does not constitute investment advice nor an oer for sale nor a solicitation of an oer 

to buy any product or make any investment. An investment in exchange-traded products (“ETPs”) is 

dependent on the performance of the underlying index, less costs, but it is not expected to match that 

performance precisely. ETPs involve numerous risks including among others, general market risks relating 

to the relevant underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange 

rate risks, interest rate risks, inflationary risks, liquidity risks and legal and regulatory risks. The information 

contained in this document is not, and under no circumstances is to be construed as, an advertisement 

or any other step in furtherance of a public oering of shares in the United States or any province or 

territory thereof, where none of the issuers or their products are authorised or registered for distribution 

and where no prospectus of any of the issuers has been filed with any securities commission or regulatory 

authority. No document or information in this document should be taken, transmitted or distributed (directly 

or indirectly) into the United States. None of the issuers, nor any securities issued by them, have been or 

will be registered under the United States Securities Act of 1933 or the Investment Company Act of 1940 

or qualified under any applicable state securities statutes. This document may contain independent market 

commentary prepared by WisdomTree based on publicly available information. Although WisdomTree 

endeavours to ensure the accuracy of the content in this document, WisdomTree does not warrant or 
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guarantee its accuracy or correctness. Any third party data providers used to source the information in 

this document make no warranties or representation of any kind relating to such data. Where WisdomTree 

has expressed its own opinions related to product or market activity, these views may change. Neither 

WisdomTree, nor any ailiate, nor any of their respective oicers, directors, partners, or employees accepts 

any liability whatsoever for any direct or consequential loss arising from any use of this document or 

its contents. This document may contain forward looking statements including statements regarding our 

belief or current expectations with regards to the performance of certain assets classes and/or sectors. 

Forward looking statements are subject to certain risks, uncertainties and assumptions. There can be 

no assurance that such statements will be accurate and actual results could dier materially from those 

anticipated in such statements. WisdomTree strongly recommends that you do not place undue reliance 

on these forward-looking statements. WisdomTree Multi Asset Issuer PLC WisdomTree Multi Asset Issuer 

PLC (the “Issuer”) issues products under a Prospectus (“WTMA Prospectus”) approved by the Central 

Bank of Ireland, drawn up in accordance with the Directive 2003/71/EC. The WTMA Prospectus has been 

passported to various European jurisdictions including the UK, Italy and Germany and is available on 

this document. WisdomTree Multi Asset Issuer PLC Exchange Traded Products (“ETPs”) are suitable for 

financially sophisticated investors who wish to take a view on the underlying indices and can understand 

the risks of investing in products oering leveraged or short

exposures. ETPs oering daily leveraged or daily short exposures (“Leveraged ETPs”) are products which 

feature specific risks that prospective investors should understand before investing in them. Higher volatility 

of the underlying indices and holding periods longer than a day may have an adverse impact on the 

performance of Leveraged ETPs. As such, Leveraged ETPs are intended for financially sophisticated 

investors who wish to take a short-term view on the underlying indices and understand such risks. As 

a consequence, WisdomTree is not promoting or marketing WisdomTree Multi Asset Issuer PLC ETPs to 

retail clients. Investors should refer to the section entitled "Risk Factors" and “Economic Overview of the 

ETP Securities” in the WTMA Prospectus for further details of these and other risks associated with an 

investment in Leveraged ETPs and consult their financial advisors as needed. Neither WisdomTree, nor the 

Issuer has assessed the suitability of any Leveraged ETPs for investors other than the relevant Authorised 

Participants. While many leveraged WisdomTree Multi Asset Issuer PLC ETPs reset the leverage or short 

exposure on a daily basis, certain WisdomTree Multi Asset Issuer PLC ETPs utilise leverage in longer 

term strategies, where leveraged exposures may be reset monthly. These products are also only suitable 

for financially sophisticated investors who have understood the specific risks within the prospectus of 

the relevant product. WisdomTree EURO STOXX Banks 3x Daily Leveraged The EURO STOXX Banks 

Daily Leverage 3 EUR Net Return Index (the “Index”) is the intellectual property (including registered 

trademarks) of STOXX Ltd., ISS STOXX Index GmbH, or their licensors, and is used under license. 

WisdomTree EURO STOXX Banks 3x Daily Leveraged is neither sponsored nor promoted, distributed or in 

any other manner supported by STOXX Ltd., ISS STOXX Index GmbH or their licensors, research partners 

or data providers and STOXX Ltd., ISS STOXX Index GmbH and their licensors, research partners or data 

providers do not give any warranty, and exclude any liability (whether in negligence or otherwise) with 

respect thereto generally or specifically in relation to any errors, omissions or interruptions in the Index 

or its data. WisdomTree FTSE MIB Banks WisdomTree FTSE MIB Banks has been developed solely by 
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WisdomTree. WisdomTree FTSE MIB Banks is not in any way connected to or sponsored, endorsed, sold 

or promoted by the London Stock Exchange Group plc and its group undertakings (collectively, the “LSEG 

Companies”). FTSE Russell is a trading name of certain of the LSEG Companies. All rights in the FTSE MIB 

Banks 15% Capped Net Tax Index (the “Index”) vest in the relevant FTSE Russell company which owns 

the Index. “FTSE®” is a trade mark(s) of the relevant LSEG Companies and is/are used by any other LSEG 

Company under license. “MIB®” is a trade mark if Borsa Italiana S.p.A and is used by FTSE Russell under 

license. The Index is calculated by or on behalf of FTSE International Limited or its agent. LSEG Companies 

do not accept any liability whatsoever to any person arising out of (a) the use of, reliance on or any error in 

the Index or (b) investment in or operation of WisdomTree FTSE MIB Banks. No LSEG Company makes 

any claim, prediction, warranty or representation either as to the results to be obtained from WisdomTree 

FTSE MIB Banks or the suitability of the Index for the purpose to which it is being put by WisdomTree. 

For Investors in Switzerland – Qualified Investors This document constitutes an advertisement of the 

financial product(s) mentioned herein. In Switzerland, this communication is only targeted at Qualified 

Investors. The prospectus and the key investor information documents (KID) are available from Wis-

domTree¼s website: https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports 

For Investors in Monaco: This communication is only intended for duly registered banks and/or licensed 

portfolio management companies in Monaco. This communication must not be sent to the public in Monaco.
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