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1. Executive summary

Directive 2013/36/EU requires that institutions take into account the diversity of the management
body when recruiting new members and to implement a diversity policy. The objective is, among
others, to achieve diversity within the management body as well as to achieve a more appropriate
balance between women and men in management bodies. In addition, significant institutions are
required under Article 88(2)(a) of this Directive to set a target for the representation of the
underrepresented gender in the management body and to take measures to increase their number.

More diverse management bodies can help to improve their decision-making regarding strategies
and risk-taking by incorporating a broader range of views, opinions, experiences, perceptions,
values and backgrounds. A more diverse management body reduces the phenomena of ‘group
think’ and ‘herd behaviour’. The issue of diversity is not limited to gender; it also concerns other
factors, including the age, professional and educational background, and geographical provenance
of the members of the management body.

Under Article 91(11) of Directive 2013/36/EU, the EBA and competent authorities are required to
benchmark diversity practices in institutions’ management bodies. The EBA and the competent
authorities are also mandated to collect information on the gender pay gap of members of the
management body under Article 75(1) of Directive 2013/36/EU and 34(1) of Directive (EU)
2019/2034.

The data gathered and analysed for this exercise comes from a representative sample of credit
institutions and investment firms made of 662 credit institutions and 129 investment firms selected
by national competent authorities of all Member States of the European Union and Lichtenstein
and Iceland on the basis of common criteria set out by the EBA.

Despite the legal requirements, a significant proportion of 27.05% of institutions (2018: 41.61%)
have still not adopted a diversity policy. Already 93.78% of significant institutions have adopted a
diversity policy. While the share of institutions that have a diversity policy in place increased, only
76.78% (2018; 69.61%) of institutions and 94.39% of significant institutions that have a diversity
policy promote gender diversity by setting a target for the underrepresented gender. Where
institutions have not yet adopted and implemented diversity policies, competent authorities should
take appropriate supervisory measures to ensure that all institutions comply with this legal
requirement.

More than half of the institutions (56%) in the sample and nearly a half of the larger credit
institutions have no female executive director.

The representation of women and men in boards is insufficiently balanced. The number of male
executive directors by far exceeds the number of female executive directors. Only 11.32% (2018:
8.53%) of 689 CEOs are female. Regarding other executive directors, the level of representation of
the female gender has slightly improved, but was with 20.19% (2018, 17.44%) still at a very low




BENCHMARKING OF DIVERSITY PRACTICES AT EU LEVEL, 2021 DATA

EUROPEAN
BANKING

AUTHORITY

level. In total, 18.05% of executive directors, including the CEO, are female (2018: 15.13%, 2015,
13.63%).

The majority of non-executive directors are male. Only 10.43% of chairpersons are female. In the
supervisory function of the management body, women held already 27.75% (2018: 24.02%, 2015:
18.90%) of the non-executive director positions (including chairperson and staff representatives).
Despite the larger size of the supervisory boards, still 16% of the institutions have no women
represented in the supervisory function (including the staff representation) of the management
body. In a very small number of institutions men are less represented than women.

The gender balance is gradually, but too slowly improving. The gender balance of newly recruited
directors has improved over time but is still insufficient, in particular, with regard to the
management body in its management function. Between 2019 and 2021, 24.27% (2015-2016:
18.29%, 2017-2018 21.18%) of vacant executive director positions, 32.39% (2015-2016: 27.65%,
2017-2018: 27.99%) of vacant non-executive director positions and 56.29% (2015-2016: 58.99%,
2017-2018: 64.63%) of vacant positions of staff representatives have been filled with women in the
sampled institutions.

The EBA analysed the correlation between the profitability of a credit institution expressed as
return on equity (RoE) and gender diversity of executive directors. Other factors that may also
influence the RoE have not been taken into account. While the average RoE of the sample is 6.36%,
more than half (58.02%) of credit institutions, where gender diversity is present in the management
body in its management function, have a higher-than-average RoE. Credit institutions with a
gender-diverse management function have on average a RoE of 7.88%, while credit institutions
with executive directors of only one gender have on average a lower RoE of 5.27%. A clear
correlation has already been identified in the last EBA report on diversity. Several other studies?
come to the same conclusion.

The data on the gender pay gap show that gender imbalances in the remuneration of directors
exist. While there are some institutions in which the remuneration of the female directors is higher
than the remuneration of the male directors (indicated by a negative value of the pay-gap), the
majority of firms reported figures that show that male directors receive higher total remuneration
than female directors. On average? female executive directors, even if not considering the pay of
the CEO 3 and basing the calculation on their median remuneration, receive 9.43% less
remuneration than their male colleagues, for non-executive directors the average gender pay-gap
is at 5.90%. Competent authorities, within their supervisory review processes, should review if

L inter alia: International Monetary Fund: Gender Diversity in Senior Positions and Firm Performance: Evidence from
Europe, 7 March 2016, https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Gender-Diversity-in-Senior-
Positions-and-Firm-Performance-Evidence-from-Europe-43771 and World Economic forum: why diverse companies turn
higher profits and reap rewards, 15 March 2017 https://www.weforum.org/agenda/2017/03/why-diverse-companies-
turn-higher-profits-and-reap-rewards

2 Mean pay gap of all institutions, based on the median male and female remuneration divided by the median male
remuneration, without the CEO, see Figure 36

3 |nstitutions had been asked to calculate the gender pay gap two times, including and excluding the CEO. As the
remuneration of the CEQ is typically higher than for other board positions, the inclusion of the mainly male CEOs leads to
a higher pay gap, the further increase is however driven rather by the position than the gender.



https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Gender-Diversity-in-Senior-Positions-and-Firm-Performance-Evidence-from-Europe-43771
https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Gender-Diversity-in-Senior-Positions-and-Firm-Performance-Evidence-from-Europe-43771
https://www.weforum.org/agenda/2017/03/why-diverse-companies-turn-higher-profits-and-reap-rewards
https://www.weforum.org/agenda/2017/03/why-diverse-companies-turn-higher-profits-and-reap-rewards
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institutions remuneration policies are gender neutral as required under Article 74(1) of Directive
2013/36/EU and Article 26(1)(d) of Directive (EU) 2019/2034.

EBA has looked also into the age-demography of the board, its educational and professional
background and geographical provenance, as diversity within these dimensions brings different
perspectives into decision making.

The distribution of directors in different age categories, which differs significantly between Member
States, does not show a material change since the last exercise. However, with respect to 2015
data, it can be observed that the share of non-executive directors with an age over 60 years has
steadily increased in line with the demographic development and increased life expectancy in the
EU.

Concerning the educational and professional background, the data show a quite limited diversity.
Despite growing importance of information and communication technologies in the financial
services sector, there is only little coverage of these areas within the management bodies, 6% of
directors have such a background and are mainly located in large institutions.

On the geographical provenance, the data show that there is a relatively high percentage of
institutions in which the geographical business activities and the geographical provenance of the
directors do not fully match, with slightly better coverage in the supervisory function than in the
management function of the management body.

In conclusion, the data presented in the Report make clear that further improvements of the gender
balance and, more in general, of the diversity at institutions management bodies are needed.
Hence, further work by institutions and CAs is needed to overcome the identified shortcomings. All
institutions must adopt a diversity policy and many need to improve the gender diversity of their
boards in the short to medium term, including through the setting of appropriate gender balance
targets. Other aspects of diversity, e.g. regarding the educational or professional background, could
be further improved in particular in larger boards.

It is important that competent authorities review institutions’ diversity policies and their
implementation, including the recruitment processes for members of the management body and
take appropriate measures where shortcomings are identified, e.g. in the context of the supervisory
review and evaluation process or of the assessment of fitness and propriety of members of
management bodies.

The EBA will continue to monitor diversity in management bodies and issue periodical benchmark
studies on diversity and on the gender pay gap at the level of the management body.
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2. Background

1. “Gender equality is a core value of the EU, established as a fundamental right in the EU treaties.
The EU gender equality strategy for 2020—-2025 strives for a union of equality, where women
and men can pursue their chosen path in life in a society free from violence and stereotypes,
where leadership is shared equally and where individuals thrive in a gender-equal economy.”*

2. In the European Union, ensuring non-discrimination and equal opportunities of all people,
independent of their gender, became increasingly important to the co-legislators following the
publication of the European Parliaments Opinion on the Gender equality in European labour
markets in 2018° and the adoption of the EU Action Plan 2017-2019 - Tackling the gender pay
gap®. A central aspect is improving the gender balance in political and professional careers.
Those measures may also have contributed to the overall positive, although still slow
improvements the EBA has identified regarding the representation of women in management
bodies. Appropriate gender balance within the management body is of particular importance to
ensure adequate representation of the population.

3. Article 91(10) of Directive 2013/36/EU’ requires that institutions shall engage a broad set of
gualities and competences when recruiting members to the management body and for that
purpose put in place a policy promoting diversity on the management body. The same Article
applies in accordance with Article 9(1) of Directive 2014/65/EU® to investment firms.

4. Under Article 88 of the Directive 2013/36/EU, the nomination committee, which is required for
significant institutions, should set a target for the representation of the underrepresented
gender and prepare a policy on how to increase the number of the underrepresented gender in
the management body. Where such a committee does not exist, the management body should
consider setting such a target as part of the institution’s diversity policy.

5. Article 91(10) of Directive 2013/36/EU requires institutions and investment firms to adopt a
policy promoting diversity in the management body and to take diversity into account when
recruiting members to the management body. Those policies should promote diversity
regarding several aspects, including gender, age, educational and professional background, and,
in particular for internationally active institutions, the geographical provenance of members of
the management body.° Diverse management bodies include members who have different

4 Eurofound and EIGE (2021), Upward convergence in gender equality: How close is the Union of equality? Publications
Office of the European Union, Luxembourg, page 2

> Gender equality in European labour markets, Exploratory opinion Council/EP, Reference: SOC/586-EESC-2018

6 European Economic and Social Committee, EU Action Plan 2017-2019 - Tackling the gender pay gap, Reference:
SOC/571-EESC-2018-00304-00-00-AC-TRA

7 Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access to the activity of credit
institutions and the prudential supervision of credit institutions

8 Directive 2014/65/EU of the European Parliament and of the Council of 15 May 2014 on markets in financial instruments

% In a few Member States, the aspect of geographical provenance is not required to be included in diversity policies. The
reason for this is that those Member States consider that this requirement would conflict with national laws intended to
prevent discrimination against people based on their origin or ethnicity.
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skills, knowledge, experiences, backgrounds, values and perceptions, so that different
perspectives are brought to discussions between members.

6. The existence of different perspectives can help to improve decision-making, as a more diverse
management body reduces the phenomena of ‘groupthink’ and ‘herd behaviour’. Diversity can
thus help members of the management body to act more efficiently, to achieve a business and
risk strategy that is in the best interests of the institution or investment firm and to ensure sound
management of the institution or investment firm and its staff, including ensuring that the
institution’s or investment firm’s policies are gender neutral and provide for equal opportunities
for all genders in accordance with Directive 2006/54/EC*°.

7. In accordance with Article 91(11) of Directive 2013/36/EU, competent authorities are to collect
the information disclosed on diversity policies, as well as on the extent to which their objectives
and targets have been achieved, in accordance with Article 435(2)(c) of Regulation (EU)
No 575/2013,!! and they are to use it to benchmark diversity practices. The competent
authorities must provide the EBA with the information collected. The EBA is to use that
information to benchmark diversity practices at EU level. For this purpose, the EBA has issued a
request for information that specified the information to be collected and submitted.

8. The EBA also analysed information on the gender pay gap of members of the management body
under its mandate within Article 75(1) of Directive 2013/36/EU and 34(1) of Directive (EU)
2019/2034.

9. Credit institutions and investment firms are required to apply gender neutral remuneration
policies under Article 74(1) of Directive 2013/36/EU and Article 26(1)(d) of Directive (EU)
2019/2034 and to monitor the gender pay gap as further specified in the EBA Guidelines on
internal Governance (EBA/GL/2021/5 and EBA/GL/2021/14). The responsibilities of members of
the management body are well defined, which allows for a more meaningful calculation of the
gender pay-gap. The pay-gap is based on the percentual pay differences between male and
female members, based on the average male remuneration. The approach taken ensures that
different pay levels in institutions or Member States do not leads to a bias of the results.
However, the results of the analysis presented in this report needs to be interpreted with care
as the remuneration of members of the management body depends on e.g. the specific position
held (e.g. CEO, executive director, chairperson, non-executive director, employee
representative), additional responsibilities (e.g. chairing of committees), and the specific
expertise and experience that the members have as well as the availability of suitable candidates
with the required backgrounds on the labour market. While the gender pay gap identifies
differences between the pay levels, is cannot be concluded that they are based on the gender
of the individual members of the management body as other underlying factors cannot be fully
neutralised based on the available information.

10 Directive 2006/54/EC of the European Parliament and of the Council of 5 July 2006 on the implementation of the
principle of equal opportunities and equal treatment of men and women in matters of employment and occupation

= Regulation (EU) No 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential
requirements for credit institutions
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3. Diversity benchmarking

10.The EBA analysed information on the diversity policies established by individual credit
institutions and investment firms, including the targets set for the underrepresented gender,
together with data on the composition of management bodies. The data depict the situation as
it was on 31 December 2021. In addition, data were collected on the gender pay gap for
members of the management body in the management and in the supervisory function,
separately for each gender, for the performance year 2021.

11.The EBA collected data from 662 credit institutions and 129 investment firms from all Member
States of the European Union, Liechtenstein, and Iceland, and includes information on 2 842
executive directors, 5 494 non-executive directors and 834 staff representatives.

12.Some credit institutions and investment firms did not provide all the requested information. The
different tables in the report are based on the credit institutions and investment firms that
provided the respective information and therefore the numbers provided in the report differ
slightly for different aspects covered in the report. Where the analysis refers to institutions, this
includes credit institutions and investment firms. For some aspects separate figures for credit
institutions (Cls) and investment firms (IFs) are provided.

13.The slightly reduced sample size of 791 institutions for the 2021 data, compared to the sample
of 834 institutions in 2018, results mainly from the fact that the figures do not anymore include
data of UK institutions, as United Kingdom is not anymore a Member State of the European
Union, and that Norway did not participate in the current exercise.

14.To allow a more granular analysis, credit institutions have been allocated to four different size
categories, based on the balance-sheet total (balance-sheet total in EUR: < 1 billion; 1 billion to
< 10 billion; 10 billion to < 30 billion; > 30 billion). For each size category, competent authorities
collected data, where available, from at least five credit institutions and, separately, most
competent authorities!? collected data from at least five investment firms (regardless of their
size). Figures for significant institutions®® are given separately. Significant institutions should in
any case set a quantitative gender representation target in line with joint EBA and European
Securities and Markets Authority guidelines on the assessment of the suitability of members of
the management body and key function holders * and must have a nomination committee.

15.The sample of institutions generally covers at least 10% of all credit institutions in each Member
State in each of the different size categories used in this report. Where Member States have
more than 500 small institutions (balance sheet total below EUR 1 bn), competent authorities

12 pfew competent authorities are not responsible for the supervision of investment firms and not all of those competent
authorities collected the information from the competent authority supervising investment firms.

13 Significant institutions as defined in EBA GL on internal governance under Directive 2013/36/EU (EBA/GL/2021/05)
include global systemically important institutions, other systemically important institutions and other significant
institutions as determined by the competent authority)

14 Joint ESMA and EBA Guidelines on the assessment of the suitability of members of the management body and key
function holders under Directive 2013/36/EU and Directive 2014/65/EU (ESMA35-36-2319, EBA/GL/2021/06)

10


https://www.eba.europa.eu/joint-esma-and-eba-guidelines-assessment-suitability-members-management-body-revised
https://www.eba.europa.eu/joint-esma-and-eba-guidelines-assessment-suitability-members-management-body-revised
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were asked to limit the sample for this size category to 50 institutions. In addition, where
possible, Member States were asked to collect data for at least 5 investment firms.

3.1 Diversity policies

16.Based on information provided by institutions through competent authorities, the present
report analyses institutions’ practices regarding diversity policies with a focus on gender
diversity and the representation of the underrepresented gender.

17.The management body is responsible for adopting an appropriate diversity policy. The
nomination committee, where applicable?®, plays an important role in establishing the diversity
policy and in setting targets for the representation of members of different genders. The joint
EBA and ESMA guidelines on the assessment of the suitability of members of the management
body and key function holders specify that significant institutions should set a quantitative
gender diversity target; other institutions may set the target in a qualitative manner, if they have
fewer than five members of the management body.

18.As expected, having a nomination committee is more common in larger and significant
institutions (Figure 1), which also have overall a more balanced representation of female and
male members.

Figure 1: Institutions with and without a nomination committee

Cls Cls Thereof
Frequenc Cls<EUR EUR1bn EUR10bn CIsEUR Investment L
auency 1bn to<EUR to<EUR 230bn  firms  Significant
10 bn 30 bn institutions
Number of institutions
responding 175 257 118 112 129 212
Nomination committee
in place 49 119 91 107 26 194
No nomination
123 136 23 5 101 14

committee in place

Percentage of

institutions with 28.90% 46.30% 77.12% 95.54% 20.16% 91.51%
nomination committee

19.To better understand the reported diversity policies and practices, and understand the
challenges in achieving diversity, it is important to understand the different sizes of
management bodies that are composed of a management function (executive directors) and
supervisory function (non-executive directors). A more diverse composition of the management
body is easier to achieve when they have more members. In many Member States, institutions
that have a 1-tier system reported only the CEO as the sole executive director, so that diversity
could not be achieved within the management function of the management body. However,
Directive 2013/36/EU requires that institutions must have at least two persons directing the

15 Where the management body has no influence on the nomination of candidates, significant institutions do not need
to establish a nomination committee under Article 88(2) of Directive 2013/36/EU.

11
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business, those persons per definition form part of the management body and therefore the
requirements on diversity under Article 91(10) of Directive 2013/36/EU apply. Overall, the
average number of executive directors in a 1-tier system is lower than in 2-tier systems.

20.Percentiles for the numbers of executive directors (EDs) are provided in Figures2 and 3
separately for institutions that have a 1-tier system and such that have a 2-tier system.