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The performance of German credit
Institutions in 2014

The operating income of German banks again saw robust growth despite the persistence of the
low-interest-rate environment in 2014, the favourable refinancing conditions and the real eco-
nomic environment having a positive effect in this respect. By contrast, costs were pushed up by
the preparatory work in launching the European banking union and implementing new reporting
requirements. In anticipation of its role as the future direct supervisory authority for euro-area
institutions classified as systemically important, the European Central Bank carried out an exten-
sive asset quality review of those banks’ balance sheets as well as a stress test. Overall, the
German significant institutions were found to meet the requlatory capital adequacy requirements.

On the whole, operating income rose moderately to €121.5 billion against the backdrop of a
declining balance sheet total. Net interest income in particular — the most important component
of operating income — saw significant growth. Greater maturity transformation, a marked increase
in lending and a pronounced drop in funding costs played a major part in this. However, future
scope for stabilising margins will probably become increasingly limited given the now very low
level of interest expenditure. The fact that deposit rates are close to the zero lower bound leaves
very little room for further interest rate cuts, not least, from a business and competition policy
perspective.

In particular, the persistently low costs of banks’ credit risk provisioning have proven to be a
mainstay of profitability. Annual profit rose substantially to €24.2 billion. The equity capital base
was strengthened, too, driving the pre-tax return on equity up to 5.7%. A net profit (€1.8 billion)
was recorded for the first time since 2007, mainly due to individual banks releasing reserves to
compensate for substantial losses brought forward.
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Favourable
real economic
setting

German banks
well equipped
to join the Euro-
pean banking
union

0 Banks’ business environment

The German economy was in good shape in the
reporting year. Following a promising start to
the year, economic activity initially lost some of
its momentum, but again gathered pace signifi-
cantly towards the end of 2014. The reduction
in costs due to the drop in oil prices is likely to
have made a positive contribution. Once again,
an especially strong stimulus was provided by
domestic economic activity. Private consump-
tion benefited from the marked rise in labour
income paired with muted inflation. Moreover,
the depreciation of the euro played a consider-
able part in German enterprises being able to
expand their non-euro-area export markets.

For German banks, 2014 was very much char-
acterised by the preparations for the launch of
the European banking union. In response to
the financial crisis that erupted in 2008, the
European Council decided in 2012 to create
uniform cross-border supervisory standards.
The core elements of this banking union are
the Single Supervisory Mechanism (SSM) and
the Single Resolution Mechanism (SRM). When
the SSM entered into force on 4 November
2014, extensive prudential supervisory powers
and responsibility for directly supervising the
123 euro-area credit institutions currently clas-
sified as significant was transferred to the Euro-
pean Central Bank (ECB). Before assuming its
new supervisory tasks, between October 2013
and October 2014 the ECB carried out a com-
prehensive assessment (CA) comprising a qual-
ity review of the assets on banks’ balance
sheets and a stress test. The CA showed that
the German significant banks met the regula-
tory capital adequacy requirements. With re-
gard to the reporting sample of the German
credit institutions covered by the profit and loss
statistics of German banks' — a total of 1,695
institutions in 2014 — their balance sheet cap-
ital2 had been strengthened substantially by al-
most one-third to €428 billion since the crisis
year of 2008. Accordingly, the balance sheet
equity ratio® in 2014 was, at 5.2%, markedly
higher than the long-term average.*

Essentially as a result of merger activity in the
cooperative bank sector, the reporting group
covered by the statistics of the banks" profit
and loss accounts was reduced by 31 banks
compared to 2013, and by as many as 208
institutions compared to 2007, the last year
before the crisis.

Growth in net interest
income

Net interest income (also referred to as net
interest received) is traditionally the most im-
portant source of income for German credit in-
stitutions. Amounting to €90.4 billion in the
reporting year, it was €4.1 billion higher on the
year, and its 74.4% share in operating income®
was just above the long-term average. The
main contribution stems from income from
traditional deposit and lending business,® ie net
interest income in the narrower sense, which
went up considerably by 5.8% on the year to
€76.2 billion, accounting for 62.7% of operat-
ing income. This growth was largely fuelled by
the favourable financing conditions coupled
with an increase in lending volume, which
benefited the networked institutions in particu-
lar, and, last but not least, by the fact that a
negative accounting-related special item at
special-purpose banks ceased to apply.” Be-
sides interest income from traditional lending
business, other income components of net

1 See the box on the reporting group on p 43.

2 Annual average balance sheet capital (including fund for
general banking risks). See the box on the dataset on p 43.
3 Annual average balance sheet capital (including fund for
general banking risks) as a percentage of the annual aver-
age balance sheet total. See the box on the dataset on
p 43.

4 See the box on the long-term average on p 43.

5 Operating income is defined as the sum of net interest
income and net commission income, net profit or net loss
from the trading portfolio, and other operating income.

6 Interest income from lending and money market business
as well as from fixed-income securities and debt register
claims less interest expenditure.

7 The accounting-related conversion effect on the present
value reporting of all promotional loans at one promotional
bank, ie the recognising of promotional loans as expend-
iture at the time of the loan commitment and no longer
over time, depressed that particular bank’s net interest
income significantly in 2013 to the tune of €2.3 billion.

Further drop
in number of
banks

Increase in net
interest income



Methodological notes

Data based on individual accounts
in accordance with the German
Commercial Code and on monthly
balance sheet statistics

The results from the profit and loss ac-
counts are based on the published annual
reports of the individual institutions in
accordance with the provisions set forth in
the German Commercial Code (Handels-
gesetzbuch or HGB) and the Regulation on
the Accounting of Credit Institutions (Ver-
ordnung uber die Rechnungslegung der
Kreditinstitute or RechKredV). They differ in
terms of their conception, structure and
definitions from the internationally custom-
ary IFRS (International Financial Reporting
Standards) accounting standards’ for cap-
ital market-oriented banking groups, which
means that, from a methodological view-
point, the respective business results and
certain balance sheet or individual profit
and loss items are not comparable between
the national and international accounting
framework. For reasons of comparability
within Germany, it is advisable to consider
the individual accounts when analysing the
performance. Using group accounts would
make a meaningful analysis difficult as, first,
many German banks are not part of a
group, meaning that their individual ac-
counts drawn up in accordance with the
German Commercial Code would still have
to be used; second, not all group accounts
are prepared according to international
accounting standards. The values for the
capital as shown in the balance sheet
(equity), the balance sheet total and other
stock figures are not obtained from the
annual reports but are calculated as annual
average values on the basis of the monthly
balance sheet statistics reported for the in-
stitution as a whole.

Deutsche Bundesbank

Reporting group

The reporting group for statistics on banks'’
profit and loss accounts (profit and loss
statistics) includes all banks that are monet-
ary financial institutions and in addition are
domiciled in Germany. Building and loan
associations, branches of foreign banks
that are exempted from the provisions of
section 53 of the German Banking Act (Kre-
ditwesengesetz or KWG), banks in liquid-
ation and banks with a financial year under
twelve months (truncated financial year) are
not included in this performance analysis.

Calculation of the long-term average

When the new accounting legislation for
credit institutions entered into effect in
1993, a number of terms were redefined,
which makes it difficult to compare income-
related data from 1993 onwards with earl-
ier data. Furthermore, additional time series
were introduced. Except where another
time period is explicitly mentioned, the cal-
culations with regard to the longer-term
average refer to annual data for the obser-
vation period 1993 to 2014.

1 IFRS-based accounts are of relevance, for instance,
to matters of macroprudential analysis and oversight,
concentrating on systemically important banks and
their international business activities (including their
foreign subsidiaries). For details, see Deutsche Bundes-
bank, Financial Stability Review 2013, November 2013.

Monthly Report
September 2015
43



Deutsche Bundesbank
Monthly Report
September 2015

44

Favourable
funding
environment

The performance of credit institutions

€ billion
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1 Operating income less general administrative spending. 2 Less
net transfers to the fund for general banking risks.

Deutsche Bundesbank

interest received are current income from
shares and other variable-yield securities, par-
ticipating interests, shares in affiliated enter-
prises and income from profit transfers.® These
totalled €14.2 billion, accounting for 11.7% of
operating income in the reporting year. As
usual, large banks operating globally in a com-
plex group structure accounted for more than
half (€7.6 billion) of that total. Networked insti-
tutions, whose investments in specialised
funds® mainly generate current income from
shares and other variable-yield securities, con-
tributed a further €3.9 billion.

The persistently weak inflation outlook and the
continuing muted demand for credit on the
part of the non-financial private sector in the
euro area prompted the ECB Governing Coun-
cil to implement various and, in some cases,
non-conventional monetary policy measures to
stimulate economic activity. The interest rate
on the main refinancing operations and the de-
posit rate were each lowered by 10 basis points

in both June and September. In June 2014, this
caused the deposit facility rate to slip into
negative territory for the first time in the ECB's
history: it has stood at -0.2% since September
2014. Moreover, the supply of liquidity received
a further boost by the end of the year from the
amounts allotted through the first two of eight
targeted longer-term refinancing operations
with the Eurosystem' and through the pur-
chase programmes for asset-backed securities
and covered bonds launched in October 2014.
Amidst the ample supply of liquidity, interest
rates in the interbank market fell to new all-
time lows. On a monthly average, the interest
rate on unsecured money market transactions
between banks (Euro InterBank Offered Rate,
EURIBOR) with a three-month maturity was a
mere 0.08% in December 2014. The unsecured
interbank overnight rate (Euro OverNight Index
Average, EONIA) was even slightly negative.
Yields on covered and uncovered bank bonds,"
too, followed a steady downward trajectory
and in December 2014 stood at only 0.4% and
0.7% respectively. The very low yields on
shorter-term bank bonds in particular are likely
to have led to a sharp drop in demand on the
part of institutional investors. The percentage
share of these bonds with residual maturities of
between one year and up to five years in total
bond refinancing fell to 17%, a new historical
low. Moreover, the ongoing balance sheet re-
ductions made, above all, by the capital mar-

8 Income from profit transfers comprises profits transferred
under profit pooling, profit transfer agreements or partial
profit transfer agreements.

9 In contrast to retail funds, specialised funds are mainly
set up for institutional investors and are tailored to their
investors’ needs. Following the Act implementing Directive
2011/61/EU on Alternative Investment Fund Managers (Act
Implementing the AIFM Directive) of 4 July 2013, special-
ised funds are now called special AIFMs.

10 The ECB provided a total of €82.6 billion on 18 Septem-
ber 2014 with the first of eight targeted longer-term re-
financing operations with a maturity of up to four years.
Liquidity totalling a further €129.8 billion was provided
under the second operation on 11 December 2014. The re-
financing volume with a maturity of over one year made
available through the Bundesbank to German credit institu-
tions belonging to the reporting group covered by the stat-
istics of the banks’ profit and loss accounts rose from €3.6
billion at the end of August to €20.9 billion at the end of
December 2014.

11 Calculated as monthly averages across all maturities.
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Interest received and interest paid by credit institutions in the interest cycle

As a percentage of the average balance sheet total’

Memo item
Bond yield?

Interest
received

Interest paid
Interest margin

2.5 (enlarged scale)

2.0

1.5

1.0

1979 80 85 90 95

10.0

9.0

8.0

Interest margin 7.0
6.0
5.0
4.0
3.0
Memo item

Money market
rate/three-month EURIBOR ?

2.0

e

p

00 05 10 2014

1 Up to end-1998, as a percentage of the average volume of business. 2 Average yield on domestic debt securities. 3 Up to end-1998,

money market rate for three-month funds in Frankfurt.
Deutsche Bundesbank

ket-oriented Landesbanken and mortgage
banks contributed to a renewed year-on-year
decline in issuance volume.

Overall, the slope of the German yield curve
—as measured by the yield differential between
ten-year and two-year Federal bonds — became
flatter during the course of the year, falling by
117 basis points to only 70 basis points. The
low key interest rates shaped, above all, the
downward movement of the short-term and
even the medium-term maturity segment: in
the second half of the year, the negative yields
gradually affected residual maturities up to 4.5
years. In the long-term maturity segment, safe
haven effects in the wake of geopolitical crises
and additionally, in the fourth quarter, the pro-
spect of an expanded asset purchase pro-
gramme (EAPP) by the Eurosystem are likely to
have played a part in the marked decline in
yields.

The shift from fixed-term deposits to overnight
deposits, induced by the non-financial private
sector’s unceasing aversion to risk and its per-
sistently strong preference for liquidity, has
been shaping the liabilities side of banks’ bal-
ance sheets for years and, in the reporting year,
too, eased banks’ funding costs as deposit
rates continued to fall. Since the crisis year of
2008, liabilities to non-banks (excluding sav-
ings deposits) with an agreed maturity or
period of notice have fallen by €0.6 trillion to
€1.2 trillion. At the same time, the volume of
non-bank overnight deposits went up from
€1.1 trillion to €1.7 trillion. In 2008, just over
53% of this volume —and in 2014, around 61%
— was attributable to domestic households. Al
in all, the share of non-bank sight deposits as a
percentage of the balance sheet total was 17%
in 2008 and around 31% in 2014. The net-
worked institutions active in traditional deposit
and lending business benefited most from this
low-cost funding source.

Growth in
funding through
sight deposits ...
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... heightens
maturity trans-
formation risk
on banks’
balance sheets

Major income and cost items for individual categories of banks in 2014

As a percentage of operating income

All cat-
egories Big Regional

Item of banks  banks banks
Net interest received 74.4 64.8 69.0
Net commissions received 24.6 35.9 26.7
Net profit or net loss from
the trading portfolio 3.0 8.3 1.9
Net other operating income
or charges - 20 - 9.0 2.4
Operating income 100.0 100.0 100.0
General administrative
spending -69.0 -78.1 -66.7
of which

Staff costs -356 —-33.1 -288

Other administrative

spending -335 -45.0 -37.8
Net income or net charges
from the valuation of assets - 57 - 86 - 54
Net other and extraordinary
income or charges = 53 = 1.8 - 145
Memo item
Profit for the financial year
before tax 20.0 11.6 13.4
Taxes on income and
earnings - 6.0 - 3.1 - 34
Profit for the financial year
after tax 13.9 8.4 9.9

Regional
institu-
tions of
credit Credit Mort- Special
Landes-  Savings coopera- coopera-  gage purpose
banken banks tives tives banks banks
89.9 79.8 56.9 79.2 94.4 75.3
9.2 221 19.7 20.1 0.7 19.9
1.2 0.0 23.1 0.0 - 02 0.2
- 04 - 2.0 0.3 0.6 5.1 4.6
100.0 100.0 100.0 100.0 100.0 100.0
-70.9 -68.3 =593 -65.9 -58.4 -50.0
-35.6 —433 -31.0 -39.7 —-249 =255
=353 -25.0 -283 —26.3 -335 —245
-17.2 0.0 0.7 - 09 =131 -18.0
-15.9 - 20 -114 - 0.7 -36.3 2.1
- 4.0 29.7 30.0 32.4 - 7.8 34.1
- 56 - 96 -11.0 - 9.6 - 438 2.4
= 96 20.1 19.0 22.8 =127 36.6

* The figures for the most recent date should be regarded as provisional in all cases.

Deutsche Bundesbank

In principle, this growing concentration on
overnight deposit products leads to greater li-
quidity risk. Funding through deposits entails
less control over the maturity structure, which
is becoming particularly apparent in the current
interest rate setting. Moreover, in contrast to
capital market funding, deposit-based funding
cannot be managed directly by banks but only
indirectly by structuring the terms and condi-
tions. The categories of banks that rely heavily
on deposits for funding have clearly shortened
maturities on the liabilities side of their balance
sheets. This contrasts with the maturities and
interest rate fixation periods of loans on the
assets side which have not been shortened to

the same extent. For this reason, the balance
sheets of the networked institutions in particu-
lar are exposed to a heightened maturity trans-
formation risk.

Overall, moderate growth was recorded in the
volume of loans to non-banks. Lending busi-
ness received a boost primarily from loans for
house purchase. Growth in this segment
amounted to 2.4% given the exceptionally fa-
vourable financing conditions — bank lending
rates on new loans for house purchase as a
whole dropped considerably during the course
of the year from 2.8% to 2.1% — and the lack
of attractive alternative investment opportun-

Positive develop-
ment in lending



Gross interest
rate spread still
stable despite
persistent
margin pressure

Larger interest
margin

ities. The large volume of financial assets that
households have at their disposal is likely in it-
self to have prevented even greater growth in
lending for house purchase. The volume of
loans to households (adjusted for loan sales
and securitisation) increased by 1.6% overall.
By contrast, lending to the public sector fell sig-
nificantly due to the favourable state of public
finances.

The hitherto favourable funding situation was
also reflected in the gross interest rate spread.?
Whereas the volume-weighted interest rates
for deposits as well as loans in existing and
new business fell to new all-time lows, the
gross interest rate spread' across all credit seg-
ments remained at the previous year’s levels of
3.2% for existing business and 2.0% for new
business. In the German banking sector, inter-
est income from traditional lending business as
well as interest expenditure has been declining
for years, according to the profit and loss stat-
istics. Whereas this interest income came to
€189.5 billion (just over 65% of the long-term
average) in the reporting year, interest expend-
iture, at €113.3 billion, was only half of its long-
term average. However, future scope for stabil-
ising margins will probably become increasingly
limited given the very low level that interest
expenditure has reached in the meantime. The
fact that deposit rates are close to the zero
lower bound leaves very little scope for further
interest rate cuts, not least in terms of business
and competition policy.

The interest margin, calculated as the ratio of
net interest income to the balance sheet total,™
climbed 9 basis points on the year to 1.10%.
Adjusted for the low-margin interbank busi-
ness, which is closely oriented to market rates,
the interest margin rose 12 basis points to
1.43%. The interest margin gives an important
indication of the general profitability of chiefly
those credit institutions which focus on trad-
itional deposit and lending business. This cat-
egory of banks primarily comprises credit co-
operatives and savings banks, whose interest
margins in the reporting year, at 2.21% and

Deutsche Bundesbank
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Net interest income of German banks as
a share of operating income”
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* Calculated on the basis of the annual overall aggregates.
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2.09% respectively and as a long-term average,
were considerably better than for all other
banking groups.

The only categories of banks to record a drop
in net interest received were the Landesbanken
and the regional institutions of credit coopera-
tives. The substantial decline, by around 23%
to €1.1 billion, sustained by the latter was
largely attributable to an accounting-related
special item at one institution.’ As a result, the
percentage share of net interest received in this
group’s total operating income was, at close to
57%, considerably lower than in the previous
year. Net interest received generated by the
Landesbanken, which were affected by restruc-
turing measures, fell slightly to €8.2 billion as

12 The gross interest rate spread, which gives an indication
of the development of net interest income at the net-
worked institutions in particular, is calculated as the differ-
ence between the volume-weighted average interest rates
for loans and deposits of the euro area’s households and
non-financial corporations. For further details, see Deutsche
Bundesbank, Extended MFI interest rate statistics: method-
ology and first results, Monthly Report, June 2011, pp 45-
57.

13 Calculated as a monthly average on the basis of interest
rate statistics.

14 See the box on the dataset on p 43.

15 This was the result of the conversion from the internal
procedure of the linear repayment value to the accrual
method using the effective interest rate, which burdened
net interest income to the tune of €193 million. Adjusted
for this effect, net interest income for this category of
banks fell by 10.1%.

47

Net interest
received, by cat-
egory of banks



Deutsche Bundesbank
Monthly Report
September 2015

48

Major components of credit institutions' profit and loss accounts by category of banks

€ billion, the charts below use different scales

+150 All categories of banks Gross earnings' and net other operating
income or charges

+100 l General administrative spending

Net profit or net loss from the trading portfolio
(up to 2009, on financial operations)

Net income or net charges from the valuation of
assets (other than tangible or financial fixed assets)

. Net other and extraordinary income or charges

—— Operating income?
=== QOperating result before valuation of assets
=mmi Operating result

-100 == Profit for the financial year before tax

—150
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1 Sum of net interest received and net commissions received. 2 Gross earnings plus net profit or net loss from the trading portfolio (up
to 2009, on financial operations) and net other operating income or charges. 3 From 2012, Portigon AG (legal successor of WestLB) al-
located to the category of “Special purpose banks”.
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€ billion, the charts below use different scales
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Structural data on German credit institutions”

End of year
Number of institutions? Number of branches? Number of employees2

Category of banks 2012 2013 2014 2012 2013 2014 2012 2013 2014
All categories of banks 1,869 1,844 1,809 34,571 34,531 33,666 633,650 630,350 622,250
Commercial banks 294 296 295 9,609 10,142 9,954 3 172,900 3 170,700 3 167,800

Big banks 4 4 4 7,041 7,610 7,443

Regional banks 177 178 176 2,443 2,401 2,363

Branches of foreign

banks 113 114 115 125 131 148 . . .
Landesbanken4 9 9 9 451 434 408 34,000 33,400 32,900
Savings banks 423 417 416 12,643 12,323 11,951 244,900 244,000 240,500
Regional institutions of
credit cooperatives 2 2 2 11 11 11 5,150 5,250 5,350
Credit cooperatives 1,104 1,081 1050 11,778 11,541 11,269 5 159,750 5 160,100 5 158,700
Mortgage banks 17 17 17 49 50 48 . . .
Special purpose banks4 20 22 20 30 30 25 6 16,950 € 16,900 & 17,000
Memo item

Building and loan

associations 22 22 21 1,668 1,624 1,598 7 14,650 7 14,450 7 14,200

* The figures for the most recent date should be regarded as provisional in all cases. 1 Source: Bank office statistics, in Deutsche Bundes-
bank, Banking statistics, Statistical Supplement to the Monthly Report 1, p 104 (German edition). The term “credit institution” is used as
in the Banking Act, resulting in divergences from data in “Balance sheet statistics” and “Statistics on the profit and loss account”. 2 Num-
ber of full-time and part-time employees excluding Deutsche Bundesbank. Sources: data provided by associations and Bundesbank calcu-
lations. 3 Employees in private banking, including mortgage banks established under private law. 4 From 2012, Portigon AG (legal suc-
cessor of WestLB) allocated to the category of “Special purpose banks”. 5 Only employees whose primary occupation is in banking.
6 Employees at public mortgage banks (mortgage banks established under public law) and special purpose banks established under

public law. 7 Only office-based employees.
Deutsche Bundesbank

they further reduced their balance sheet total.
Given the sharp drop in net trading income,
however, net interest income contributed
around 90% to operating income, which was
distinctly up on the year. By contrast, mortgage
banks, which also carried out restructuring
measures and reduced their balance sheets,
saw their net interest income grow consider-
ably to around €2 billion."® Despite this, its
share of operating income went down from
around 104% to just over 94%. In the 2013
reporting year, the effect of a negative balance
in their net other operating result led to net
interest received exceeding the 100% mark in
terms of their operating income; this in itself
underlines how much this category of banks
depends on net interest received. On a long-
term average they generated around 99% of
their operating income from net interest re-
ceived, making them the least diversified in
terms of their sources of income. Up slightly in
both cases, net interest received as a percent-
age of operating income came to almost 80%

(€23.2 billion) for savings banks and to just
over 79% (€17.1 billion) for credit cooperatives.
Thus, they remained stable at the level of the
long-term average. The decline in their funding
costs in particular allowed the big banks to ex-
pand their net interest income markedly to
€20.4 billion, just under one-third of which was
attributable to current income and income
from profit pooling. The percentage share of
net interest received in operating income,
which is usually lower than in other categories
of banks, rose appreciably to 64.8%

16 This improved figure, which clearly more than offset the
decline resulting from the reduction in interest-bearing
assets, was largely due to one mortgage bank. In the pre-
vious year, that institution’s net interest received had been
massively affected by negative special factors.



Distinct rise in
commissions
business ...

... on the back
of continued
risk-averse cus-
tomer behaviour

Improvement in net
commission income

In the German banking sector, net commission
income (also referred to as net commissions re-
ceived), the second most important income
source for German credit institutions, rose
markedly by just over 4% to €29.8 billion. Net
commission income accounted for 24.6% of
operating income, which was only marginally
up on the year; however, this was perceptibly
higher than the long-term average. The sum of
net interest income and net commission in-
come accounted for 99% of operating income
in the reporting year. Given the persistent pres-
sure on margins in interest business, the earn-
ings potential of net commission income is
growing in importance. Net commission in-
come stems mainly from income from and ex-
penditure on services such as payments as well
as foreign trade, securities commission and
safe custody business. Other components are
intermediation activities related to loan con-
tracts, savings agreements, savings and loan
contracts as well as insurance contracts. More-
over, the costs of providing government guar-
antees are recognised as an expense under the
net commission income of Landesbanken. The
areas of activity as well as the scope and type
of the commission business differ considerably,
depending on the respective business model.

The national and international equity markets
benefited from the accommodative monetary
policy and the drop in oil prices. Even so, rising
geopolitical tensions in the second half of the
year were a particular factor that had a damp-
ening effect on developments in the euro-area
equity markets."” Sales of public sector bonds
on German securities exchanges fell to new all-
time lows. The transaction volume on German
stock exchanges was also low compared with
the long-term average. In line with this, net
commission income from securities-related
transactions on the equity and bond markets is
likely to have been only moderate. As an alter-
native form of investment, however, invest-
ment fund shares were again sought after,
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which, in itself, boosted net commission in-
come. At €136 billion, sales were slightly up on
the year in Germany and at their highest level
since 1993. Once again, the main focus of de-
mand was on specialised funds, which are of
particular interest to institutional investors; at a
total of just under €94 billion, they accounted
for roughly 69% of total sales. With regard to
retail funds, private investors seeking sufficient,
less volatile returns mainly turned to mixed se-
curity-based funds. In addition, net commission
income from safe custody account manage-
ment probably benefited from valuation gains
on securities holdings in the customer ac-
counts.’™ The heightened demand for insur-
ance products under old terms and conditions
in response to the planned lowering of the
guaranteed return on life insurance policies at
the start of 2015 (from 1.75% to 1.25%) must
also have had a positive effect.

In particular, big banks with a heavy business
focus on the international capital markets gen-
erated, on a long-term average, just under 34%
of the net commission income aggregated
across all categories of banks. They improved
the figure by €0.6 billion year-on-year to €11.3

17 See ECB, Annual Report 2014, pp 18-19.

18 See Deutsche Bundesbank, Financial Accounts for Ger-
many 2009 to 2014, Special Statistical Publication 4, May
2015, p 14.
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billion, thus playing a major part in the increase
in the aggregate total."™ The big banks’ strong
market position in commissions business also
becomes clear when net commissions received
are compared with net interest received, this
ratio standing at just over 55% in the reporting
year. In all other categories of banks, net com-
mission income did not even come close to half
of net interest received. Besides providing secur-
ities transactions services, the networked insti-
tutions mainly draw their commission income
from payment transactions and the brokerage
of financial products offered by the respective
network partners. These earnings contributions
are less dependent on the volatile financial mar-
ket setting and comparatively stable. Not least
as a result of higher fees for payment transac-
tions, each of the networked institutions raised
their net commissions received slightly, record-
ing new highs of €6.4 billion (savings banks)
and €4.3 billion (credit cooperatives) since 1993.
In the year under review, net income from com-
missions business contributed 22.1% to operat-
ing income in the savings bank sector and
20.1% in the case of the credit cooperatives.
Net commission income in the Landesbanken
sector was again depressed by high levels of ex-
penditure for the provision of government guar-
antees in the case of individual Landesbanken.
When looking at the overall profitability of the
Landesbanken sector, it should be borne in

mind that the expenditure for premium pay-
ments was offset by high income from pay-
ments under guarantees, which had a positive
effect on the net valuation result. Compared
with the previous year, the sector’s net commis-
sions received rose slightly to €0.8 billion, but
were nonetheless considerably lower than the
long-term average.

Net trading result
significantly down

In a setting of financial markets prone to fluctu-
ations, the net trading result, which is typically
highly volatile, deteriorated by almost 40% to
€3.6 billion. This development was affected, in
particular, by valuation and exchange rate
changes as well as transactions relating to the
special item pursuant to section 340e (4) of
the German Commercial Code (Handelsgesetz-
buch).?° The share of operating income con-
tributed by the net trading result declined by
just under 2 percentage points to 3%, thus ap-
proaching the long-term average. According to
the published annual reports, trading business
rarely constitutes proprietary trading originat-
ing in the institutions, but rather is dominated
by customer-initiated business.

The net trading result is traditionally more im-
portant for the regional institutions of credit
cooperatives than for the other categories of
banks; the regional institutions boosted their
net trading income by one-third to €0.5 billion,
mainly due to value adjustments. The share of

19 Part of this income effect is purely accounting-related
and attributable to reclassifications to and from the net
trading result at one big bank. The relevant prior-year fig-
ures were not adjusted in the profit and loss statistics.

20 Pursuant to section 340e (4) of the German Commer-
cial Code, an amount corresponding to at least 10% of net
income in the trading book must be allocated each finan-
cial year to the special item “Fund for general banking
risks” pursuant to section 340g and presented separately
in that item. It may only be reversed to offset net expend-
iture in the trading book, to offset a loss that is not covered
by profit brought forward from the previous year, to offset
a loss brought forward that is not covered by net profit for
the year, or if it exceeds 50% of the average net income in
the trading book for the last five years.

Net trading
result distinctly
negative

Net trading
result, by cat-
egory of banks



Components of
net other oper-
ating result

the net trading result in operating income rose
by just over 7 percentage points to around
23%. By contrast, various factors caused the
big banks to record a decline in their net result
of almost one-third to €2.6 billion. This meant
that its share in operating income shrank by
nearly 4 percentage points to somewhat more
than 8%. In the Landesbanken sector, the pre-
vious year's high disposal and valuation gains
were not repeated, which meant that the net
gain from trading went down massively by
€1.2 billion to €0.1 billion. Its share in operat-
ing income likewise fell immensely by more
than 11 percentage points to just over 1%. In
the other categories of banks, the net trading
result, as is customary, did not play a notable
role in the reporting year.

Considerable expansion
of negative balance of net
other operating result

The net other operating result deteriorated by
€1.6 billion to -€2.4 billion, hitting its lowest
level since 1993. This summary item is used to
record earnings and expenses that form part of
operating business, but have no connection to
the net interest, commission or trading result.
Besides the net result from leasing business and
currency translation?' as well as the gross result
from transactions in goods and subsidiary
transactions, this item is also used to book pro-
visions for, inter alia, litigation risk and the risk
of legal recourse — in some categories of banks
these have been growing in scale in recent
years. Furthermore, according to the published
annual reports, many of the institutions use the
option introduced when the Act to Modernise
Accounting Law (Bilanzrechtsmodernisierungs-
gesetz) was implemented in 2010, which allows
them to report income effects arising from the
change in the discount rate for pension provi-
sions as a component of the financial result ra-
ther than in staff costs.22 The published annual
reports reveal that these amounts are often
recognised in the net other operating result. In
particular, the persistent low-interest-rate envir-
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onment and the changeover, as part of the
implementation of the Act to Modernise
Accounting Law, in the valuation method?3? for
calculating the reportable present values of
pension obligations are likely to have resulted
in a distinct increase in these expenses. Taken
by itself, the persistently declining discount
interest rates have, for some years, been stead-
ily pushing up the present values to be deter-
mined. Moreover, the costs incurred in the re-
porting year in connection with the reimburse-
ment of loan processing fees?* weighed on the
net other operating result in some categories
of banks — heavily, in some cases.

The negative balance in the big banks sector et other

. . i operating result,
grew considerably by just over one-third to by category of
€2.8 billion, chiefly as a result of renewed high  banks
provisions for litigation costs. This category of

banks thus reported its worst result since 1993.

21 Pursuant to section 277 (5) of the German Commercial
Code, currency translation effects are to be recorded in the
net other operating result, provided that use is not made of
the option under the provisions of the Accounting Regula-
tion for Credit Institutions (Verordnung tber die Rechnungs-
legung der Kreditinstitute) to recognise the effects of for-
eign currency translation in the item in which the net other
valuation result of the translated balance sheet item or
transaction is presented. See IDW Accounting Principle:
Besonderheiten der handelsrechtlichen Fremdwahrungs-
umrechnung bei Instituten (IDW RS BFA 4), No 22.

22 See also IDW Accounting Principle: Handelsrechtliche
Bilanzierung von Altersversorgungsverpflichtungen (IDW RS
HFA 30), Nos 87 and 88.

23 Prior to the implementation of the rules under the Act
to Modernise Accounting Law, the discount rate applied in
the valuation method for pension provisions was supposed
to be within a general range of 3% to 6%; a discount rate
within the range of between 4% and 4.5% was normally
used. The lower valuation threshold was the value deter-
mined according to the entry age normal method (pursu-
ant to section 6a of the Income Tax Act (Einkommensteuer-
gesetz)) with a discount rate of 6%. The new rules con-
tained in the Act to Modernise Accounting Law stipulate
that pension provisions with a residual maturity of more
than one year are to be discounted at the average market
interest rate of the last seven years corresponding to their
residual maturity. Alternatively, disregarding the principle of
item-by-item valuation, it is permissible to discount all pen-
sion provisions with the average market interest rate that
results assuming a residual maturity of 15 years.

24 In its judgments of May and October 2014, the Federal
Court of Justice confirmed the unlawfulness of loan pro-
cessing fees, since the processing of a loan is not a service
for the customer. Rather, it is in the bank’s own interests to
check the customer’s solvency and prepare the contract. In
compliance with certain limitation periods, therefore, re-
imbursements of loan processing fees paid in the last ten
years can be requested.
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Staff costs
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At the same time, net income in the category
of regional banks and other commercial banks
was down by far more than half, to just €0.5
billion. The main strain here was caused by
high expenses in connection with the reim-
bursement of loan processing fees by individual
banks. Developments in the Landesbanken sec-
tor were mixed; the net other operating result
in this category fell by €0.3 billion, just dipping
into negative territory.

Increased administrative
spending

The banks’ cost side is largely shaped by ad-
ministrative spending, which rose slightly by
around €1 billion to just under €83.9 billion
and comprises staff costs and other administra-
tive spending. Staff costs, which grew only
marginally by €0.1 billion to €43.2 billion, are
divided into wage and salary payments and
other staff costs. Across all categories of banks,

wage and salary payments rose slightly to
€34.8 billion. In the context of continued job
cuts, this figure reflected the moderate wage
and salary increases from the collective wage
agreements concluded in 2012 and 2014.
Other staff costs, which include social security
costs and costs relating to pensions and other
benefits, stood at the previous year’s level of
€8.5 billion. In this item, the countervailing
effects of lower social security costs and higher
pension expenditure offset each other.

Other administrative costs rose perceptibly by
€0.8 billion to €40.6 billion. These primarily in-
clude the costs of operating premises and of-
fices, non-staff costs, expenditure on external
services such as audit and consultancy costs as
well as the costs of implementing regulatory
requirements. In the year under review, the
successes already achieved from savings and
synergy effects are likely to have been offset in
part by higher regulatory costs. Expenditure for
the bank levy,?> which amounted to €0.5 billion
in the reporting year, is also recognised primar-
ily in this item according to the published an-
nual reports.

The category of big banks made the largest
contribution to the increase in other adminis-
trative costs in the German banking sector.
Nevertheless, total administrative spending in
this category of banks fell slightly to €24.7 bil-
lion, as staff costs were declining. The net-
worked institutions, whose relatively dense
branch network has a considerably negative
effect, when viewed in isolation, on the cost
item of other administrative costs, reported
other administrative costs of €7.3 billion (sav-
ings banks) and €5.7 billion (credit coopera-
tives), which were, respectively, slightly lower
and slightly higher than the previous year's fig-
ures. With staff costs up, administrative spend-
ing as a whole rose slightly in both categories
of banks.

25 See Deutsche Bundesbank, Fundamental features of the
German Bank Restructuring Act, Monthly Report, June
2011, pp 59-75. At the end of 2014, the Restructuring
Fund had a total of €2.3 billion.

Appreciable
increase in other
administrative
spending

Administrative
spending, by
category of
banks



Cost efficiency
unchanged

Cost/income
ratio, by cat-
egory of banks

Cost/income ratio
at prior-year level

The cost/income ratio expresses the ratio of ad-
ministrative spending to operating income. It is
a measure of cost efficiency and, alongside the
return on equity, is one of the key performance
indicators of an enterprise. In principle, the
lower the ratio is, the more efficiently a bank
generates its earnings. In the year under re-
view, cost efficiency stood at the previous
year's level of 69% given increased operating
income and administrative spending, but was
poorer than the long-term average.

Compared with the other categories of banks,
the cost/income ratio of the big banks, which
are actually most likely to benefit from econ-
omies of scale, revealed the lowest cost effi-
ciency both in the reporting year (78.1%) and
as a long-term average (76.4%). In the case of
the Landesbanken, which usually have one of
the most favourable ratios, the poor net trad-
ing result, in particular, dragged on operating
income. As a result, their cost efficiency de-
creased, with the ratio, at 70.9%, rising to its
worst level since 1993. In the context of virtu-
ally unchanged operating income, the ratios of
the savings banks and credit cooperatives were
within the usual range, at 68.3% and 65.9%
respectively. Cost efficiency clearly deteriorated
at the regional institutions of credit coopera-
tives, chiefly owing to distinctly diminishing
operating income; at 59.3%, the cost/income
ratio was somewhat higher than the long-term
average. The profitability of the mortgage
banks has been shaped for some years by re-
structuring measures and portfolio reduction.
Net interest received, in particular, has been
declining sharply since 2010, while the reduc-
tion in administrative costs has been signifi-
cantly more moderate. In the year under re-
view, they needed just over 58% of their oper-
ating income to cover administrative expenses,
whereas the figure was merely a little under
40% on a long-term average. They are thus
one of the categories of banks with the highest
cost efficiency. Nevertheless, depending on the
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Cost/income ratios, by category
of banks’

As a percentage

General administrative spending

in relation to ...
Category of banks 2012 2013 2014
... gross earnings’
All categories of banks 68.9 721 69.8
Commercial banks 75.4 77.7 74.4
Big banks 76.9 82.8 77.6
Regional banks and other
commercial banks 73.2 69.8 69.7
Branches of foreign banks 56.8 59.5 491
Landesbanken 65.8 72.5 71.5
Savings banks 65.5 66.1 67.0
Regional institutions of
credit cooperatives 62.2 61.5 77.4
Credit cooperatives 67.3 65.9 66.4
Mortgage banks 54.6 70.1 61.4
Special purpose banks 49.0 89.3 525
... operating income?
All categories of banks 64.2 69.1 69.0
Commercial banks 67.2 72.8 73.3
Big banks 68.8 78.3 78.1
Regional banks and other
commercial banks 65.0 64.7 66.7
Branches of foreign banks 48.6 48.8 41.2
Landesbanken 59.6 61.8 70.9
Savings banks 65.7 67.2 68.3
Regional institutions of
credit cooperatives 423 523 59.3
Credit cooperatives 65.9 64.6 65.9
Mortgage banks 51.7 75.4 58.4
Special purpose banks 471 89.0 50.0

* The figures for the most recent date should be regarded as
provisional in all cases. 1 Aggregate net interest and net com-
missions received. 2 Gross earnings plus net profit or net loss
from the trading portfolio and net other operating income or
charges.

Deutsche Bundesbank

respective business model, there are clear dif-
ferences between the composition and amount
of administrative costs as well as the earnings
potential of operating business in the German
banking sector. For instance, even though they
were among the categories of banks with the
highest cost efficiency in the long-term aver-
age, the Landesbanken and mortgage banks
generated the poorest return on equity fig-
ures,?% both in the reporting year (-0.63% and
-1.03% respectively) and on a long-term aver-

26 Profit for the year before taxes as a percentage of an-
nual average balance sheet capital (including the fund for
general banking risks). See the box on the data set on p 43.
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age (3.6% and 5.5% respectively). For the net-
worked institutions, on the other hand, this
ratio showed the best profitability in the Ger-
man banking system.

In response to limited earnings prospects, fierce
competition, and owing to a lack of alterna-
tives for expanding into new areas of business,
German banks are increasingly trying to opti-
mise their cost side, focusing on mergers, ad-
justments to branch structures, restructuring
lines of business and outsourcing cost-intensive
functions. Savings banks and credit coopera-
tives, in particular, continued to reduce their
branch numbers, for example. In total, the
number of savings bank branches was reduced
by 372 to 11,951, and branches of credit co-
operatives were decreased by 272 to 11,269
branches. The reduction in the big banks sector
of 167 branches to 7,443 was essentially due
to a single institution which had announced in
2013 that it planned to carry out such meas-
ures.

Net valuation result
at a low level

Although the net valuation result (risk provi-
sion) was again very favourable compared with
the long-term average, it showed a slight year-
on-year deterioration of €0.4 billion to -€6.9
billion amid mixed developments across the
categories of banks. Along with the effects of
write-ups, write-downs and value adjustments
on accounts receivable and securities in the
liquidity reserve, the net valuation result also
encompasses risk provisioning for off-balance
sheet credit operations. In addition, transfers
and releases relating to undisclosed reserves
pursuant to section 340f of the German Com-
mercial Code are included in the net valuation
result, impacting on the net profit or loss. By
contrast, transfers relating to disclosed reserves
pursuant to section 340g of the German Com-
mercial Code (fund for general banking risks)
are shown in this profit and loss analysis in the
context of profit distribution. The net valuation
result makes use of the cross-offsetting op-
tion?” permissible under the German Commer-
cial Code.

Primarily thanks to robust economic conditions
and the good portfolio quality overall, debt
provisioning was again at a low level. The
downward trend for several years in the num-
ber of business and consumer insolvencies also
continued in the year under review. In fact, the
number of business insolvencies was at its low-
est level since the Insolvency Code was intro-
duced in 1999.2% Along with the favourable
interest rate environment and the strong profit-
ability of German non-financial enterprises,
their improved equity base and continued ease
of access to bank loans are also likely to have

27 Pursuant to section 340 f (3) of the German Commercial
Code, under the cross-offsetting option, income received
and expenses incurred in connection with credit operations
and securities in the liquidity reserve that do not constitute
interest received, interest paid or current income may be
reported as a net figure.

28 See Statistisches Bundesamt (Federal Statistical Office),
Unternehmen und Arbeitsstatten, Fachserie 2, Reihe 4.1,
Insolvenzverfahren Dezember und Jahr 2014. See also the
March 2011 to March 2014 issues of this Fachserie.

Net valuation
result somewhat
poorer

Debt provision-
ing still low



Net valuation
result, by cat-
egory of banks

Operating result
stable

Low-cost credit
risk provisioning
as central pillar
of profitability

had a positive effect. In addition, the special
accounting-related effect arising from the re-
allocation of undisclosed reserves as disclosed
reserves is likely to have had a favourable im-
pact on the net valuation result.?®

In most categories of banks, the net valuation
result was considerably better than the long-
term average. For the fourth time in succes-
sion, the savings banks recorded net income
from the valuation of assets, although the fig-
ure was very low. The regional institutions of
credit cooperatives turned their net valuation
result of -€0.3 billion in the preceding year into
a small positive balance. Considerably influ-
enced by special factors — although these also
offset each other in some cases — net valuation
charges for credit risk provisioning in the Lan-
desbanken sector fell by more than half to €1.6
billion; the high charges arising from valuation
adjustments to claims and debt forgiveness vis-
a-vis certain equity interests at one Landesbank
were accompanied by substantial income from
the effect of the guarantee at another Landes-
bank. The big banks posted the worst net valu-
ation result, with their net transfers almost trip-
ling to €2.7 billion. This was chiefly attributable
to declining capital gains from the sale of se-
curities in the liquidity reserve at a single insti-
tution.

Operating result
at prior-year level

At 75%, the share of operating income re-
quired to fund administrative spending and the
net valuation result was markedly below the
long-term average. The German credit institu-
tions posted a profit of around €31 billion from
their operating business, which was on the
same level as in the previous year.

The persistently low costs of banks’ risk provi-
sioning, in particular, proved to be a mainstay
of profitability. For example, at just 5.7% of op-
erating income, considerably less profit was
needed to offset the net charges from the valu-
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ation of assets than on the long-term average.
If the share of operating income required to
cover the costs of risk provisioning in the year
under review had been on the same level as
the long-term average, the operating result
would have been substantially — roughly €10
billion — lower.

Strains on other and
extraordinary result again
declining

The structurally negative balance in the net
other and extraordinary income or charges ac-
count of the profit and loss statistics also com-
prises, along with the extraordinary profit or

29 For details, see Deutsche Bundesbank, The effect of re-
allocating undisclosed reserves pursuant to section 340 f of
the German Commercial Code as disclosed reserves pursu-
ant to section 340g of the German Commercial Code on
the annual profit in the profit and loss statistics, Monthly
Report, September 2012, pp 27-28.

Negative
balance consid-
erably reduced
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Significantly
declining
restructuring
charges

Breakdown of the extraordinary profit and loss”

€ million

Item

Balance of other and extraordinary income or charges

Income (total)

from value adjustments in respect of participating interests, shares in affiliated

enterprises, and securities treated as fixed assets
from loss transfers

Extraordinary income

Charges (total)

Write-offs and write-downs in respect of participating interests, shares in affiliated

enterprises, and securities treated as fixed assets
from loss transfers

Extraordinary charges

Profits transferred from profit pooling, a profit transfer agreement or a partial profit

transfer agreement

2012 2013 2014

- 11,663 - 9,126 —6,483
2,546 3,245 2,839
1,396 1,510 1,729
458 865 370

692 870 740

— 14,209 -12,371 -9,322
- 7,081 - 3,631 —-3,459
- 628 - 637 - 608
- 2,381 - 3,302 - 1,450
- 4,119 - 4,801 - 3,805

* The figures for the most recent date should be regarded as provisional in all cases.

Deutsche Bundesbank

loss in the stricter sense,3° the result from fi-
nancial investment business3' as well as loss
transfers.32 In addition, charges arising from
profit transfers? are recorded here, as they
cannot be assigned to actual operating busi-
ness. Having undergone a substantial drop of
29% overall to €6.5 billion, the negative bal-
ance was close to the long-term average for
the first time since the crisis year of 2008.

The overall positive development in the Ger-
man banking sector’s other and extraordinary
income or charges account was mainly driven
by the huge €1.7 billion improvement in the
extraordinary result, in the stricter sense, to
-€0.7 billion. However, conflicting effects had
an influence on this balance; for example, the
high restructuring charges in the case of the
mortgage banks — these primarily affected a
single bank — contrasted with strongly reduced
charges for restructuring, above all in the big
banks and Landesbank sectors. Also affected
by contrasting factors, the negative balance

from financial investment business fell signifi-
cantly to €1.7 billion, down by €0.4 billion. The
savings banks and big banks, in particular, re-
duced their net charges considerably; in add-
ition to write-ups and profits from sales, this
was chiefly due to fewer write-downs from the

30 Only extraordinary events which interrupt the normal
financial year are recorded in this item. This includes mer-
ger gains and losses, reorganisation gains and losses, debt
forgiveness in restructurings, as well as charges for redun-
dancy programmes and restructuring.

31 Financial investment business comprises the balance of
income from value readjustments in respect of participat-
ing interests, shares in affiliated enterprises and securities
treated as fixed assets as well as write-downs and value
adjustments in respect of these items.

32 These include losses transferred from the subordinated
enterprise to the superordinated enterprise as part of a
profit transfer agreement, a partial profit transfer agree-
ment or on a voluntary basis. The superordinated enter-
prise records this transaction as a charge from loss transfers
while the subordinated enterprise receives income from
loss transfers.

33 This relates to charges from profit transfers on the basis
of profit pooling, a profit transfer agreement or a partial
profit transfer agreement. By contrast, income from profit
transfers are reported under net interest received; the as-
sumption is that these are part of the business strategy and
hence of operating business.



Profit for finan-
cial year, by cat-
egory of banks

affiliated enterprises of one big bank. By con-
trast, the Landesbanken almost quadrupled
their net loss from financial investment busi-
ness, principally as a result of high expenditure
arising from a payment obligation in connec-
tion with the decisions stemming from an EU
state aid procedure. Charges arising from profit
transfers, which were largely concentrated on
the group of regional banks and other com-
mercial banks, showed a marked fall of €1 bil-
lion to €3.8 billion. The contribution to the re-
sult from loss transfers went into negative terri-
tory and was down €0.2 billion on account of
significantly declining income. One mortgage
bank was particularly affected by this; as a re-
sult of the advanced stage of portfolio reduc-
tion as part of the implementation of EU re-
quirements, its risk provisioning expenses were
considerably lower and the profit situation thus
much better. Consequently, income from losses
transferred to the superordinated enterprise
plummeted to less than one-tenth of the previ-
ous year's value.

Increased profit for the
financial year and
balance sheet profit

In the year under review, the German credit in-
stitutions saw distinct growth in their annual
profit before tax. At €24.2 billion on balance, a
rise of just under 13%, the result was also con-
siderably above the long-term average. The in-
creased profit at the aggregate level was mostly
concentrated on the special-purpose banks,
whose net interest received figures benefited
from the elimination of a negative accounting-
related special item34. By contrast, the credit
cooperatives saw an appreciable decline in
their profit for the financial year before tax, as
it fell from €7.7 billion to €7 billion. The savings
bank sector recorded a profit of €8.7 billion,
which was marginally up on the year. Despite
markedly higher operating income, the mort-
gage banks posted a loss of €0.2 billion, which
was due mainly to the high negative balance in
the extraordinary account. This followed a sur-
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plus of €0.1 billion in the preceding financial
year. The Landesbanken improved their result
and reduced their annual loss slightly to €0.4
billion. Here, the effects of the visible deterior-
ation in operating income and the considerably
more favourable net valuation charges offset
each other to a large extent. Generally speak-
ing, the other categories of banks posted mod-
erate growth.

Since the crisis year of 2008, balance sheet
capital has strengthened substantially by al-
most one-third to €428 billion, but was mas-
sively influenced by the reallocation of undis-
closed reserves as disclosed reserves, especially
in 2011 and 2012.35 Higher balance sheet cap-
ital as a result of this reallocation did not raise
the liable capital base to the same extent, how-
ever, as the undisclosed reserves could be used
to back prudential risks under certain circum-
stances even before the reallocation.?® In order
to hedge against the special risks of banking
business and to satisfy more stringent pruden-
tial capital requirements, €10.2 billion net
(compared with €7.6 billion in the previous
year) was transferred from the profit for the
reporting year to the fund for general banking
risks. The networked institutions accounted for
more than half of this. Reserves and participa-
tion rights capital, on the other hand, were
reduced by €3.4 billion on balance. The main
negative factors were the release of reserves to
offset a very high annual loss at one Landes-
bank as well as to offset high losses brought
forward at individual mortgage banks. In net
terms, balance sheet capital from internal

34 See also footnote 7 on p 42 of this report.

35 See also footnote 29 on p 57 of this report.

36 With the implementation of the Capital Requirements
Regulation (CRR) on 1 January 2014, more stringent uni-
form criteria for recognising regulatory capital components
as well as stricter and harmonised rules for deductions
applied in the calculation of the capital base were intro-
duced at EU level. Undisclosed reserves’ eligibility for rec-
ognition as Tier 2 capital was limited. The ability to allocate
disclosed reserves without qualification to Common Equity
Tier 1 capital remained unchanged. To strengthen their
core capital base and in anticipation of the planned tight-
ening of regulatory requirements, several institutions had
reclassified undisclosed reserves as disclosed reserves — on
a considerable scale in some cases — during 2011 and
2012, in particular.
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Return on equity of German banks —
interpretation and determinants

Return on equity expresses a bank’s annual
profit in relation to its balance sheet capital
and captures the rate of return on the equity
employed within a given accounting period.
It is used as a measure for estimating an
enterprise’s profitability. However, valid
statements can only be made under the
conditions that the definitions of annual
profit and equity capital are disclosed and
that any special factors are taken into con-
sideration. In an international comparison,
the informative value of this figure is ex-
tremely limited as no harmonised set of data
covering the entire banking system exists as
yet. The major differences between the Ger-
man (German Commercial Code (Handels-
gesetzbuch or HGB)) and the international
(International Financial Reporting Standards
or IFRSs) accounting rules are the underlying
principle (HGB: principle of prudence versus
IFRS: fair value principle) and the way in
which enterprises are required to report
(HGB: single entity versus IFRS: consoli-
dated). In the context of Germany, return on
equity is regularly commented on in the
Monthly Report articles regarding the profit-
ability of German banks based on the time
series from the profit and loss statistics. It is
calculated as the ratio of annual profit de-
rived from the HGB single-entity financial

Return on equity of German banks
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statements to the average annual balance
sheet capital determined on the basis of the
monthly balance sheet statistics.

Besides the purely accounting-based aggre-
gation of the profit and loss accounts
shown in the relevant HGB single-entity fi-
nancial statements, the essential aim of the
profit and loss statistics is to disclose to its
broad target audience the profitability of
the German banking system as a whole and
of the individual categories of banks from
an economic perspective. Due to this ap-
proach, which is primarily oriented towards
economic performance, individual items in
the profit and loss statistics may, in some
cases, be reported in a different way than in
the HGB profit and loss account. For ex-
ample, to make provisions for the particular
risks of banking business, the German Com-
mercial Code allows credit institutions to
form undisclosed reserves pursuant to sec-
tion 340f and disclosed reserves pursuant
to section 340g. Pursuant to the provisions
of the German Commercial Code, establish-
ing and reversing undisclosed as well as dis-
closed reserves is always to be reported as
income or expense with the corresponding
impact on the level of annual profit. In devi-
ation from the requirements of the German
Commercial Code, the establishment and
reversal of disclosed reserves pursuant to
section 340g of the Code is not recorded
as income or expense in the profit and loss
statistics, but is recognised only later in the
context of profit distribution; due to their
proximity to retained profits, the Bundes-
bank holds the view that recognising these
components as income or expense would
not appropriately reflect actual economic
performance.’ However, accounting prac-

1 For further details, see Deutsche Bundesbank, The
profitability of German credit institutions in 1993,
accompanying tables, “Components of domestic credit
institutions” profit and loss accounts under old and
new accounting legislation”, Monthly Report, October
1994, p 34.



Return on equity of German banks

%

Pre-tax return

on equity according
to German
Commercial Code
requirements

Pre-tax return
on equity according

Year under review, to profit and loss

as at year-end statistics

1999 11.22
2000 9.32
2001 6.19
2002 4.49
2003 0.72
2004 4.19
2005 13.00
2006 9.35
2007 6.57
2008 =7.70
2009 -1.03
2010 5.18
2011 8.36
2012 7.80
2013 5.29
2014 5.66

Deutsche Bundesbank

tice does not differ between the profit and
loss statistics and the Commercial Code
provisions regarding income recognition
when undisclosed reserves are established
and reversed pursuant to section 340f of
the Code; instead, these reserves are com-
parable to general provisions and are also
included in the net valuation result, where
they are indistinguishable due to cross-
offsetting.

In particular between 2011 and 2012, many
institutions, above all in the savings and
cooperative bank sector, reclassified undis-
closed as disclosed reserves — not least in
preparation for meeting stricter regulatory
capital requirements.2 This reclassification
effect did not have an impact on annual
profit determined in line with the German
Commercial Code, but caused annual profit
in the profit and loss statistics to rise — mas-
sively, in some cases — for a number of cat-
egories of banks. The charts on page 44
(The performance of credit institutions) and
page 57 (Credit institutions’ equity and
profit for the financial year) illustrate the
discrepancies in the data between the profit
and loss statistics and the German Com-
mercial Code provisions.

Deutsche Bundesbank

After-tax return

on equity according
to German
Commercial Code
requirements

After-tax return

on equity according
to profit and loss
statistics

10.51 6.51 5.79
8.78 6.07 5.52
5.77 4.57 4.15
3.59 2.91 2.01
0.01 —1.45 -2.16
3.61 1.93 1.36

10.10 9.19 6.29
7.56 7.51 5.73
7.74 4.66 5.84

-6.73 -8.11 -7.13

—-1.64 -2.18 =279
3.41 3.67 1.89
3.04 6.49 1.16
4.30 5.58 2.07
3.43 3.53 1.66
3.28 3.95 1.57

The effects will gradually fade over time
and the data in the profit and loss statistics
will eventually return to reflecting actual
economic performance. However, the re-
turn on equity setting annual profit as cal-
culated in line with the German Commer-
cial Code in relation to balance sheet cap-
ital, as a reference value for return on equity
as calculated pursuant to the profit and loss
statistics, will probably continue in the
future to provide a sound contribution to
avoiding misinterpretations.

The main text of this article focuses on
annual profit before tax in the context of
calculating return on equity. Alternatively,
however, annual profit after tax may also be
used as a reference figure. Given that, on a
long-term average, taxes on income and
earnings amount to just over 43% of an-
nual profit before tax, return on equity after
tax is substantially lower than return on
equity before tax.

2 For details, see Deutsche Bundesbank, The effect of
reallocating undisclosed reserves pursuant to section
340f of the German Commercial Code as disclosed
reserves pursuant to section 340g of the German
Commercial Code on the annual profit in the profit
and loss statistics, Monthly Report, September 2012,
pp 27-28.
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Return on equity of individual categories of banks"

As a percentage
Category of banks 2010 2011
All categories of banks 5.18 (3.67) 8.36 (6.49)
Commercial banks 3.01 (2.01) 1.77 (0.75)
of which
Big banks 2.88 (2.19) -0.12 (-0.83)
Regional banks and
other commercial
banks 2.78 (1.39) 4.80 (3.33)
Landesbanken -1.47 (=1.31) 0.12 (-1.02)
Savings banks 11.42 (7.07) 2735 (22.88)
Regional institutions
of credit cooperatives 5.77 (5.83) 10.27 (9.50)
Credit cooperatives 12.12 (8.02) 1639 (11.87)
Mortgage banks -050  (-0.40) -1.72 (-2.14)

2012 2013 2014
7.80 (5.58) 5.29 (3.53) 5.66 (3.95)
6.55 (3.68) 4.96 (3.54) 4.80 (3.50)
6.65 (2.91) 4.58 (3.24) 4.33 (3.16)
6.08 (4.75) 5.27 (3.81) 5.20 (3.87)
3.91 (277) -080 (=158 -0.63 (-1.50)
12.96 (9.32) 10.61 (7.33) 9.95 (6.74)
4.94 (8.30) 4.10 (3.16) 4.18 (2.64)
15.71  (11.50) 14.75  (10.98) 12.21 (8.58)
0.58 (0.46) 0.73 (0.18)  —-1.03 (-1.67)

* The figures for the most recent date should be regarded as provisional in all cases. Profit for the financial year before tax (in brackets:
after tax) as a percentage of the average equity as shown in the balance sheet (including the fund for general banking risks, but excluding
participation rights capital). 1 From 2012, Portigon AG (legal successor of WestLB) allocated to the category of “Special purpose banks”.

Return on equity
improved

Deutsche Bundesbank

financing grew by €6.9 billion. Regarding the
interpretation of these results, it should be
noted that some time-related inconsistencies
are associated with the compilation of the an-
nual accounts (comprising the balance sheet
and the profit and loss account). For example,
the amounts transferred from the profit for the
financial year do not increase balance sheet
capital until the following year after the annual
accounts are adopted, while withdrawals from
equity items are to be deducted from balance
sheet capital at the latest when the annual
accounts are prepared.

Return on equity3” expresses annual profit in re-
lation to balance sheet capital and captures the
rate of return on the equity employed within a
given accounting period. It is used as a key
measure for estimating an enterprise’s profit-
ability. Calculated as the ratio of profit for the
financial year before taxes to balance sheet
capital based on the data provided in the profit
and loss statistics, it improved by 0.4 percent-

age point on the year to 5.7%, but was still
significantly below the long-term average. Re-
turn on equity after tax was 4.0% for the year
under review (see the box on pages 60 and 61,
Return on equity of German banks — interpret-
ation and determinants).

Taking due account of slightly increased taxes
on income and earnings, as well as persistently
high losses brought forward, credit institutions
achieved a balance sheet profit — in the amount
of €1.8 billion — at the aggregate level for the
first time since 2007. This was mainly driven by
the release of reserves by individual mortgage
banks in order to offset high losses brought
forward. Hence, the overall balance sheet loss
was reduced significantly by €2.8 billion to €6.1
billion. As in the previous year, it was a small
number of special-purpose banks, mortgage
banks and individual banks in the category of
regional banks and other commercial banks

37 See the box on the dataset on p 43.

Balance sheet
profit for first
time since 2007



that were affected by the negative balance
sheet results. For these categories of banks, the
net result was also negative at the group level.
All other banks achieved balance sheet profits
at the aggregate level. The total balance sheet
profit rose by €0.9 billion to €7.9 billion.

Deutsche Bundesbank

Monthly Report

September 2015

PDF tables with time series on the financial per-
formance of German banks are published on
the Bundesbank’s website. Most of the time
series go back to 1968.

The tables accompanying this article are
printed on pages 65 to 75.
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Major components of credit institutions’ profit and loss accounts,

by category of banks’

As a percentage of the average balance sheet totalo

Financial year

2008
2009
2010
2011
2012
2013
2014

2008
2009
2010
2011
2012
2013
2014

2008
2009
2010
2011
2012
2013
2014

2008
2009
2010
2011
2012
2013
2014

Commercial banks

All cat-
egories
of banks  Total

Interest received?

5.20
3.86
3.23
3.29
2.86
2.58
2.47

Interest paid

4.11
2.72
2.10
2.27
1.87
1.57
1.38

Excess of interest received over interest paid = net interest received (interest margin)

1.09
1.14
1.14
1.02
0.99
1.01
1.10

Excess of commissions received over commissions paid = net commissions received

0.36
0.34
0.35
0.32
0.30
0.34
0.36

4.73
3.24
2.60
2.02
1.77
1.70
1.74

3.52
2.04
1.45
1.17
0.92
0.80
0.77

1.20
1.20
1.14
0.85
0.85
0.89
0.97

0.54
0.55
0.56
0.42
0.37
0.43
0.47

of which

banks

4.53
2.93
2.19
1.56
1.37
1.29
1.38

3.54
1.84
1.24
0.93
0.69
0.61
0.60

0.99
1.09
0.95
0.64
0.68
0.69
0.77

0.45
0.50
0.50
0.35
0.32
0.38
0.43

Regional
banks
and
other
commer-
cial
banks

5.36
4.07
3.74
3.78
3.35
3.09
2.92

3.47
2.57
2.05
2.09
1.84
1.50
1.29

1.89
1.50
1.69
1.69
1.51
1.60
1.62

0.82
0.70
0.72
0.70
0.61
0.62
0.63

Landes-
banken?

5.59
3.82
3.21
5.39
4.87
3.49
3.20

4.87
3.1
2.52
4.69
4.24
2.81
2.47

0.72
0.72
0.68
0.70
0.63
0.68
0.72

0.13
0.07
0.08
0.07
0.06
0.06
0.07

Savings
banks

4.97
4.37
4.02
3.96
3.72
3.40
3.16

2.97
2.25
1.82
1.75
1.59
1.29
1.06

2.00
2.13
2.20
2.21
2.12
2.10
2.09

0.57
0.55
0.57
0.57
0.56
0.57
0.58

Regional
institu-
tions of
credit
coopera-
tives

3.90
2.85
2.27
2.14
1.90
1.75
1.57

3.32
2.41
1.79
1.69
1.42
1.22
1.16

0.58
0.45
0.48
0.45
0.48
0.52
0.40

0.11
0.14
0.13
0.13
0.12
0.13
0.14

Credit
coopera-
tives

4.95
4.41
4.03
3.93
3.68
3.40
3.15

2.89
2.18
1.69
1.63
1.47
1.15
0.94

2.06
2.23
2.33
2.30
2.21
2.25
2.21

0.63
0.58
0.59
0.58
0.56
0.56
0.56

Mort-

gage
banks

7.73
5.38
4.47
4.96
4.25
3.91
3.86

7.34
4.91
4.02
4.56
3.83
3.53
3.38

0.39
0.47
0.44
0.41
0.43
0.38
0.48

0.05
0.02
0.02
0.02
0.02
0.01
0.00

Deutsche Bundesbank

Special
purpose
banks?

4.53
3.75
2.96
3.05
2.59
2.80
2.62

4.09
3.22
2.45
2.59
2.14
2.61
2.18

0.44
0.53
0.51
0.46
0.45
0.19
0.44

0.09
0.10
0.09
0.08
0.09
0.11
0.12

* The figures for the most recent date should be regarded as provisional in all cases. ° Excluding the balance sheet total of the foreign
branches of savings banks and of the foreign branches of regional institutions of credit cooperatives. For footnotes 1 and 2, see p 66.
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Major components of credit institutions’ profit and loss accounts,
by category of banks™ (cont’d)

As a percentage of the average balance sheet totale

Commercial banks

of which
Regional
banks Regional
and institu-
other tions of
All cat- commer- credit Credit Mort- Special
egories Big cial Landes-  Savings coopera-  coopera-  gage purpose
Financial year of banks  Total banks banks banken!  banks tives tives banks banks1
General administrative spending
2008 0.95 1.20 1.02 1.75 0.43 1.81 0.36 2.01 0.17 0.20
2009 1.02 1.40 1.31 1.65 0.45 1.80 0.41 1.98 0.18 0.21
2010 0.99 1.32 1.20 1.67 0.44 1.74 0.38 1.88 0.17 0.19
2011 0.89 0.97 0.80 1.62 0.44 1.74 0.37 1.88 0.22 0.20
2012 0.89 0.92 0.77 1.55 0.46 1.76 0.37 1.86 0.24 0.26
2013 0.97 1.03 0.89 1.55 0.54 1.77 0.40 1.85 0.27 0.27
2014 1.02 1.08 0.93 1.57 0.57 1.79 0.42 1.84 0.29 0.29

Net profit or net loss from the trading portfolio3

2008 -0.22 —-0.55 —0.69 -0.14 —-0.09 0.00 -033 0.00 0.00 0.00
2009 0.09 0.18 0.22 0.08 0.06 0.02 0.33 0.01 0.00 0.00
2010 0.07 0.17 0.23 0.00 0.03 0.00 0.19 0.00 0.00 0.00
2011 0.05 0.13 0.15 0.05 —-0.04 0.00 0.06 0.00 0.00 0.00
2012 0.08 0.14 0.16 0.04 0.05 0.00 0.28 0.00 0.00 0.00
2013 0.07 0.11 0.14 0.04 0.11 0.00 0.12 0.00 0.00 0.00
2014 0.04 0.09 0.10 0.04 0.01 0.00 0.16 0.00 0.00 0.00

Operating result before valuation of assets

2008 0.34 0.08 -0.22 0.99 0.36 0.82 0.03 0.93 0.28 0.34
2009 0.55 0.51 0.40 0.77 0.43 0.90 0.52 0.92 0.31 0.42
2010 0.56 0.50 0.35 0.91 0.37 1.03 0.42 1.07 0.30 0.42
2011 0.50 0.46 0.30 1.04 0.30 1.03 0.27 1.06 0.08 0.36
2012 0.49 0.45 0.35 0.84 0.31 0.92 0.51 0.97 0.23 0.30
2013 0.43 0.38 0.25 0.85 0.33 0.86 0.37 1.01 0.09 0.03
2014 0.46 0.39 0.26 0.78 0.23 0.83 0.29 0.95 0.21 0.29

Net income or net charges from valuation of assets

2008 -0.44 -0.34 -0.32 -0.42 -0.50 -0.47 -0.25 -0.56 -0.48 -0.53
2009 -0.34 -0.31 -0.28 —-0.40 -0.38 —0.42 0.01 -0.33 -0.43 -0.25
2010 -0.19 -0.16 —0.08 -0.36 -0.15 -0.33 0.00 -0.33 -0.31 —0.05
2011 0.03 -0.11 —-0.06 -0.31 —0.05 0.69 0.41 —0.04 -0.25 0.08
2012 —0.05 -0.10 —-0.09 -0.11 -0.01 0.06 -0.05 0.04 -0.11 -0.04
2013 -0.08 -0.06 -0.03 -0.13 -0.27 0.01 -0.12 0.04 -0.08 -0.08
2014 —0.08 -0.11 -0.10 -0.13 -0.14 0.00 0.00 —0.03 —-0.07 -0.10

For footnotes *, ©, see p 65. 1 From 2012, Portigon AG (legal successor of WestLB) allocated to the category of “Special purpose banks”.
2 Interest received plus current income and profits transferred from profit pooling, a profit transfer agreement or a partial profit transfer
agreement. 3 Up to 2009, net profit or net loss on financial operations.
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Major components of credit institutions’ profit and loss accounts,
by category of banks" (cont’d)

As a percentage of the average balance sheet totalo

Commercial banks

of which
Regional
banks Regional
and institu-
other tions of
All cat- commer- credit Credit Mort- Special
egories Big cial Landes-  Savings coopera-  coopera-  gage purpose
Financial year of banks  Total banks banks banken®  banks tives tives banks banks?
Operating result
2008 -0.10 -0.26 -0.54 0.57 -0.14 0.35 -0.23 0.37 -0.20 -0.19
2009 0.21 0.20 0.12 0.37 0.05 0.48 0.53 0.58 -0.12 0.18
2010 0.37 0.35 0.27 0.55 0.22 0.71 0.42 0.74 0.00 0.37
2011 0.53 0.34 0.24 0.73 0.25 1.73 0.68 1.02 -0.18 0.43
2012 0.45 0.35 0.25 0.73 0.30 0.98 0.46 1.00 0.1 0.26
2013 0.36 0.33 0.21 0.72 0.06 0.88 0.25 1.06 0.01 -0.05
2014 0.37 0.28 0.16 0.66 0.10 0.83 0.29 0.92 0.14 0.19

Net other and extraordinary income or charges

2008 —-0.20 -0.29 -0.26 -0.39 —-0.21 -0.14 0.08 —0.05 -0.15 -0.19
2009 -0.26 -0.43 -0.47 -0.37 -0.42 —0.04 -0.27 —-0.08 -0.05 -0.01
2010 -0.15 -0.23 -0.17 -0.40 -0.28 -0.09 -0.18 -0.05 -0.01 0.01
2011 -0.19 -0.29 -0.24 -0.47 -0.25 -0.17 -0.24 -0.04 0.13 —0.05
2012 -0.12 -0.16 —-0.09 —-0.40 -0.14 -0.12 -0.26 0.00 -0.10 —-0.07
2013 -0.11 -0.16 —-0.08 -0.41 -0.10 —-0.09 —-0.06 —0.04 0.02 —-0.07
2014 —0.08 -0.10 —-0.02 -0.34 -0.13 —0.05 —-0.08 -0.02 -0.18 0.01

Profit for the financial year before tax

2008 —0.30 —0.55 —-0.81 0.18 -0.36 0.21 -0.15 0.32 —-0.35 -0.38
2009 —0.04 -0.24 -0.35 0.00 -0.37 0.44 0.26 0.50 -0.18 0.17
2010 0.22 0.12 0.10 0.14 —-0.06 0.62 0.23 0.69 —-0.01 0.38
2011 0.34 0.06 0.00 0.26 0.00 1.56 0.44 0.98 —-0.05 0.39
2012 0.32 0.20 0.16 0.32 0.17 0.86 0.21 1.00 0.02 0.19
2013 0.25 0.17 0.13 0.30 —-0.04 0.78 0.19 1.02 0.02 -0.12
2014 0.29 0.19 0.14 0.31 —-0.03 0.78 0.21 0.91 —0.04 0.20

Profit for the financial year after tax

2008 -0.32 -0.54 -0.76 0.10 -0.39 0.11 0.05 0.23 -0.37 -0.39
2009 —-0.09 -0.23 —-0.31 —-0.06 -0.39 0.23 0.28 0.28 —0.20 0.17
2010 0.16 0.08 0.08 0.07 —0.05 0.38 0.24 0.45 —-0.01 0.37
2011 0.26 0.02 —-0.02 0.18 —0.04 1.30 0.41 0.71 —0.06 0.38
2012 0.23 0.11 0.07 0.25 0.12 0.62 0.35 0.73 0.01 0.18
2013 0.17 0.12 0.09 0.22 -0.08 0.54 0.15 0.76 0.01 -0.12
2014 0.21 0.14 0.10 0.23 —-0.08 0.53 0.13 0.64 —-0.06 0.21

For footnotes *, ©, see p 65. For footnote 1, see p 66.
Deutsche Bundesbank



Deutsche Bundesbank
Monthly Report
September 2015

68

Credit institutions’ profit and loss accounts”

Interest business Commissions business
Memo
item Operating
Balance Net Net com- Net profit income#
sheet total interest missions ornetloss  Netother (col 3 plus
Number of  as an received Total received Com- Com- from the operating  col 6 plus
reporting annual (col 4 less interest Interest (col 7 less  missions missions trading income or  col 9 plus
institutions  average! col 5) received?2  paid col 8) received paid portfolio3  charges col 10)
Financial year 1 2 3 4 5 6 7 8 9 10 M
€ billion
2007 1,903 8,158.9 91.6 418.9 327.4 31.7 42.2 10.5 = 1.1 3.5 125.6
2008 1,864 8,327.1 90.6 432.8 342.2 29.7 41.1 1.3 - 187 5.6 107.2
2009 1,819 8,022.1 91.5 309.9 218.4 27.4 394 12.0 6.9 0.5 126.3
2010 1,798 8,105.2 92.1 262.2 170.0 28.6 40.6 12.0 5.7 - 06 125.9
2011 1,778 8,968.7 91.3 295.2 203.9 28.8 39.7 10.9 4.6 0.6 125.3
2012 1,754 9,341.9 92.3 267.0 174.8 28.0 38.5 10.5 7.1 1.6 129.0
2013 1,726 8,550.9 86.3 220.8 134.5 28.7 39.2 10.6 5.9 - 08 120.0
2014 1,695 8,242.8 90.4 203.7 113.3 29.8 413 11.5 3.6 - 24 121.5

VYear-on-year percentage change

2008 =20 2.0 =10 3.0 5.0 -6.0 =30 8.0 —1,538.0 58.0 -15.0
2009 =20 -4.0 1.0 —28.0 -36.0 -8.0 -4.0 6.0 . - 91.0 18.0
2010 =10 1.0 1.0 -15.0 -22.0 5.0 3.0 00 - 170 . 0.0
2011 =10 11.0 =10 13.0 20.0 0.0 =20 =00 | = 190 . 0.0
2012 =10 4.0 1.0 -10.0 -14.0 -3.0 =30 =30 55.0 164.0 3.0
2013 =20 -8.0 -6.0 -17.0 -23.0 2.0 2.0 00 - 180 . - 7.0
2014 =20 -4.0 5.0 - 80 -16.0 4.0 5.0 80 - 380 -183.0 1.0

As a percentage of the average balance sheet total

2007 . . 1.12 5.13 4.01 0.39 0.52 0.13 - 001 0.04 1.54
2008 . . 1.09 5.20 4.11 0.36 0.49 0.14 - 022 0.07 1.29
2009 . . 1.14 3.86 2.72 0.34 0.49 0.15 0.09 0.01 1.57
2010 . . 1.14 3.23 2.10 0.35 0.50 0.15 0.07 - 0.01 1.55
2011 . . 1.02 3.29 2.27 0.32 0.44 0.12 0.05 0.01 1.40
2012 . . 0.99 2.86 1.87 0.30 0.41 0.11 0.08 0.02 1.38
2013 . . 1.01 2.58 1.57 0.34 0.46 0.12 0.07 - 0.01 1.40
2014 . . 1.10 2.47 1.38 0.36 0.50 0.14 0.04 - 0.03 1.47
* The figures for the most recent date should be regarded as provisional in all 2 Interest received plus current income and profits transferred under profit pool-
cases. 1 Excluding the balance sheet total of the foreign branches of savings ing, a profit transfer agreement or a partial profit transfer agreement. 3 Up to
banks and of the foreign branches of regional institutions of credit cooperatives. 2009, net profit or net loss on financial operations. 4 Net interest and commis-

Deutsche Bundesbank



Deutsche Bundesbank
Monthly Report
September 2015

69

General administrative spending Net income
or net
charges
Operating from the Profit or
result valuation Profit for loss (=) for
before the  of assets Net other the financial the financial
Total valuation (other than  Operating and extra- year before year after
Total other ad- of assets tangible result ordinary tax Taxes on tax
(col 13 plus ministrative  (col 11 less  or financial ~ (col 15 plus  income or (col 17 plus  income and  (col 19 less
col 14) Staff costs spending® col 12) fixed assets) col 16) charges col 18) earnings col 20)
12 13 14 15 16 17 18 19 20 21 Financial year
€ billion
81.6 44.6 37.0 441 -23.6 20.5 0.1 20.5 6.0 14.6 2007
78.7 42.0 36.7 28.5 -36.6 - 82 -16.9 -25.0 1.3 -26.3 2008
82.2 45.0 37.2 441 -26.9 17.2 -20.6 - 35 3.9 - 7.4 2009
80.2 423 38.0 457 -15.4 30.3 -125 17.8 5.2 126 2010
80.1 41.7 384 45.2 2.3 47.6 = 17.1 30.5 6.8 23.7 2011
82.8 43.8 39.0 46.2 - 44 41.8 =117 30.2 8.6 21.6 2012
82.9 431 39.9 37.1 - 6.5 30.6 - 9.1 21.5 7.2 14.3 2013
83.9 432 40.6 37.6 - 69 30.7 - 65 24.2 7.3 16.9 2014
Year-on-year percentage change
=310 -6.0 =10 -35.0 -55.0 . . . —78.0 . 2008
4.0 7.0 1.0 55.0 26.0 . -22.0 86.0 195.0 72.0 2009
=200 -6.0 2.0 4.0 43.0 77.0 39.0 . 33.0 . 2010
0.0 =10 1.0 = 10 . 57.0 —36.0 71.0 32.0 88.0 2011
3.0 5.0 1.0 2.0 . -12.0 32.0 = 10 26.0 - 9.0 2012
0.0 =200 2.0 -20.0 —48.0 -27.0 22.0 =290 - 16.0 —-34.0 2013
1.0 0.0 2.0 1.0 - 6.0 0.0 29.0 13.0 2.0 18.0 2014
As a percentage of the average balance sheet total
1.00 0.55 0.45 0.54 =0.29 0.25 0.00 0.25 0.07 0.18 2007
0.95 0.50 0.44 0.34 -0.44 -0.10 -0.20 -0.30 0.02 -0.32 2008
1.02 0.56 0.46 0.55 -0.34 0.21 -0.26 -0.04 0.05 —-0.09 2009
0.99 0.52 0.47 0.56 =0.19 0.37 -0.15 0.22 0.06 0.16 2010
0.89 0.46 0.43 0.50 0.03 0.53 -0.19 0.34 0.08 0.26 2011
0.89 0.47 0.42 0.49 —-0.05 0.45 -0.12 0.32 0.09 0.23 2012
0.97 0.50 0.47 0.43 —0.08 0.36 -0.11 0.25 0.08 0.17 2013
1.02 0.52 0.49 0.46 —0.08 0.37 —0.08 0.29 0.09 0.21 2014
sions received plus net profit or net loss from the trading portfolio (up to 2009, excluding depreciation of and value adjustments to assets leased (“broad” defin-
from financial operations) and net other operating income or charges. 5 Includ- ition).

ing depreciation of and value adjustments to tangible and intangible assets, but
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Profit and loss accounts, by category of banks

Financial
year

2009
2010
2011
2012
2013
2014

Number of
reporting
institutions

1

€ million

Balance
sheet total
asan
annual
average!

2

All categories of banks

Commercial

183
183
183
183
183
184

Big banks
4

A DADD

8,022,116
8,105,203
8,968,671
9,341,874
8,550,879
8,242,750

banks

2,735,704
2,845,575
3,825,768
4,132,098
3,669,592
3,533,169

1,931,021
2,061,016
3,010,173
3,217,291
2,798,461
2,647,559

Interest business

Net

interest

received Total

(col 4 less interest

col 5) received?

3 4
91,472 309,873
92,136 262,181
91,342 295,198
92,252 267,025
86,341 220,812
90,394 203,734
32,803 88,667
32,525 73,870
32,580 77,223
34,935 73,017
32,689 62,225
34,398 61,514
21,060 56,590
19,584 45,236
19,121 47,102
21,944 44,179
19,235 36,200
20,491 36,414

Regional banks and other commercial banks

161

766,860
751,218
778,662
840,168
822,706
834,036

11,519
12,664

Branches of foreign banks

18 37,823
18 33,341
18 36,933
19 74,639
19 48,425
19 51,574
Landesbanken8
10 1,587,259
10 1,512,276
10 1,504,774
9 1,371,385
9 1,229,051
9 1,139,438

For footnotes *, 1-8, see pp 72-73.
Deutsche Bundesbank

Interest
paid

218,401
170,045
203,856
174,773
134,471
113,340

55,864
41,345
44,643
38,082
29,536
27,116

35,530
25,652
27,981
22,235

618
260
353

270
397

49,310
38,146
70,600
58,147
34,487
28,194

Commissions business

Net com-
missions
received
(col 7 less
col 8)

6

15,095
15,799
16,136
15,424
15,946
16,684

9,565
10,215
10,591
10,152

1,181
1,225
1,113
876
732
847

Com-
missions
received

7

21,816
22,770
22,744
21,857
22,387
24,064

13,035
13,552
13,399
12,771

3,614
3,379
3,037
2,612
2,582
2,632

Com-

miss
paid

8

ions

6,721
6,971
6,608
6,433
6,441
7,380

Net profit
or net loss
from the
trading
portfolio3

9

3,624

4,896
4,706
4,987
5,605
4,136
3,026

4,262
4,706
4,576
5,213
3,821
2,635

Net other
operating
income or
charges

10

—-2,305

- 1,862

501
205

286
227
= 37

Operating
income#
(col 3 plus
col 6 plus
col 9 plus
col 10)

"

126,298
125,928
125,317
128,995
120,024
121,464

52,069
51,865
54,463
56,504
51,910
51,803

33,025
31,976
33,231
35,892
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General administrative spending Net
income
or net
charges With-
Operat- from the Profit or drawals
ing result  valuation loss (-) from or
before of assets Profit for for the transfers  Balance
Total the valu-  (other the finan- financial to () sheet
other ationof  thantan-  Operating Net other  cial year year after  reserves profit or
Total adminis-  assets gible or result and extra- before tax Taxeson  tax and par- loss ()
(col 13 trative (col 11 financial (col 15 ordinary (col 17 income (col 19 ticipation (ol 21
plus Staff spend- less fixed plus income or  plus and less rights plus
col 14) costs ing5 col 12) assets) col 16) charges col 18) earningsé  col 20) capital? col 22) . o
inancia
12 13 14 15 16 17 18 19 20 21 22 23 year
All categories of banks
82,207 44,964 37,243 44,091 — 26,930 17,161 — 20,648 — 3,487 3,915 —7,402 2,432 -4,970 2009
80,229 42,259 37,970 45,699 -15,389 30,310 -12,525 17,785 5,192 12,593 —13,423 - 830 2010
80,086 41,674 38,412 45,231 2,348 47,579  —17,079 30,500 6,843 23,657 —24,792 -1,135 2011
82,822 43,849 38,973 46,173 - 4,351 41,822 —11,663 30,159 8,590 21,569 —21,937 - 368 2012
82,931 43,055 39,876 37,093 - 6,454 30,639 - 9,126 21,513 7,182 14,331 -16,128 -1,797 2013
83,867 43,228 40,639 37,597 - 6,872 30,725 - 6,483 24,242 7,341 16,901 — 15,073 1,828 2014
Commercial banks
38,241 18,904 19,337 13,828 — 8,442 5386 —11,860 -6,474 - 162 -6,312 8,568 2,256 2009
37,580 17,407 20,173 14,285 — 4,434 9,851 - 6,512 3,339 1,104 2,235 - 241 1,994 2010
36,987 16,814 20,173 17,476 - 4,311 13,165 —=10,992 2,173 1,259 914 754 1,668 2011
37,987 17,711 20,276 18,517 - 3,962 14,555 - 6,430 8,125 3,563 4,562 — 1,568 2,994 2012
37,800 16,903 20,897 14,110 - 2,036 12,074 - 5,769 6,305 1,812 4,493 - 2,794 1,699 2013
37,997 16,216 21,781 13,806 - 3,815 9,991 - 3,404 6,587 1,777 4810 - 2,814 1,996 2014
Big banks
25,349 12,811 12,538 7,676 - 5,326 2,350 - 9,041 -6,691 -724 - 5,966 8,392 2,426 2009
24,754 11,873 12,881 7,222 - 1,714 5508 — 3,469 2,039 488 1,551 837 2,388 2010
24,107 11,095 13,012 9,124 - 1,887 7,237 - 7,331 - 9 563 - 657 2,645 1,988 2011
24,682 11,814 12,868 11,210 - 3,034 8,176 - 3,038 5,138 2,885 2,253 1,001 3,254 2012
24,792 11,174 13,618 6,876 - 958 5918 - 2,367 3,551 1,036 2,515 - 756 1,759 2013
24,683 10,450 14,233 6,935 - 2,717 4218 - 559 3,659 993 2,666 - 729 1,937 2014
Regional banks and other commercial banks
12,624 5,997 6,627 5,901 - 3,067 2,834 - 2812 22 497 - 476 178 - 298 2009
12,538 5,441 7,097 6,800 - 2,694 4,106 - 3,035 1,071 536 535 - 1,068 - 533 2010
12,647 5,612 7,035 8,080 — 2,433 5647 - 3,661 1,986 609 1,377 - 1,849 - 472 2011
13,059 5,786 7,273 7,047 - 940 6,107 - 3,394 2,713 593 2,120 - 2,547 - 427 2012
12,757 5,617 7,140 6,971 - 1,076 5895 - 3,402 2,493 690 1,803 - 2,017 - 214 2013
13,075 5,655 7,420 6,530 - 1,062 5468 - 2,845 2,623 674 1,949 - 2,068 - 119 2014
Branches of foreign banks
268 96 172 251 = 49 202 | = 7 195 65 150 | = 2 128 2009
288 93 195 263 - 26 237 | = 8 229 80 149 - 10 139 2010
233 107 126 272 9 281 0 281 87 194 - 42 152 2011
246 111 135 260 12 272 2 274 85 168 | = 22 167 2012
251 112 139 263 - 2 261 0 261 86 175 | = 21 154 2013
239 111 128 341 - 36 305 0 305 110 195 | = 17 178 2014
Landesbanken8
7,111 3,622 3,489 6,832 - 6,096 736 - 6,649 -5,913 223 -6,136 3,791 —2,345 2009
6,689 3,261 3,428 5538 - 2,270 3,268 - 4197 - 929 -101 - 828 690 - 138 2010
6,681 3,202 3,479 4,483 - 684 3,799 - 3,727 72 697 - 625 267 - 358 2011
6,305 3,127 3,178 4,267 - 118 4,149 - 1,853 2,296 667 1,629 - 1,954 - 325 2012
6,605 3,200 3,405 4,077 - 3,321 756 — 1,235 - 479 469 — 948 973 25 2013

6,498 3,261 3,237 2,667 — 1,580 1,087 - 1,455 - 368 511 - 879 1,406 527 2014
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Profit and loss accounts, by category of banks™ (cont’d)

€ million
Interest business
Balance Net
sheet total  interest
Number of  as an received Total
reporting annual (col 4 less  interest Interest
; ; institutions  average! col 5) received2  paid
Financial
year 1 2 3 4 5
Savings banks
2009 431 1,060,725 22,570 46,406 23,836
2010 429 1,070,231 23,506 43,023 19,517
2011 426 1,078,852 23,791 42,686 18,895
2012 423 1,096,261 23,280 40,731 17,451
2013 417 1,098,581 23,117 37,298 14,181
2014 416 1,110,362 23,244 35,034 11,790
Regional institutions of credit cooperatives
2009 2 263,438 1,175 7,512 6,337
2010 2 262,437 1,259 5,958 4,699
2011 2 275,900 1,242 5,912 4,670
2012 2 294,430 1,403 5,594 4,191
2013 2 282,833 1,479 4,940 3,461
2014 2 281,348 1,136 4,406 3,270
Credit cooperatives
2009 1,157 676,780 15,062 29,842 14,780
2010 1,138 697,694 16,264 28,085 11,821
2011 1,121 711,046 16,331 27,929 11,598
2012 1,101 739,066 16,354 27,223 10,869
2013 1,078 750,899 16,881 25,539 8,658
2014 1,047 771,932 17,061 24,325 7,264
Mortgage banks
2009 18 803,949 3,760 43,235 39,475
2010 18 793,476 3,505 35,431 31,926
2011 18 645,145 2,616 32,016 29,400
2012 17 565,008 2,413 24,026 21,613
2013 17 482,524 1,828 18,864 17,036
2014 17 421,014 2,007 16,232 14,225
Special purpose banks8
2009 18 894,261 4,748 33,547 28,799
2010 18 923,514 4,752 27,343 22,591
2011 18 927,186 4,234 28,284 24,050
2012 19 1,143,626 5,165 29,585 24,420
2013 20 1,037,399 1,964 29,076 27,112
2014 20 985,487 4,305 25,786 21,481
Memo item: Banks majority-owned by foreign banks®
2009 43 679,565 9,831 26,212 16,381
2010 42 666,637 9,104 22,602 13,498
2011 39 756,406 9,868 23,908 14,040
2012 37 803,313 8,502 20,365 11,863
2013 37 692,773 8,266 15,323 7,057
2014 35 680,177 8,346 14,547 6,201

* The figures for the most recent date should be regarded as provisional in all
cases. 1 Excluding the balance sheet total of the foreign branches of savings
banks and of the foreign branches of regional institutions of credit cooperatives.
2 Interest received plus current income and profits transferred from profit pooling,
a profit transfer agreement or a partial profit transfer agreement. 3 Up to 2009,

Deutsche Bundesbank

Commissions business

Operating
Net com- Net profit income4
missions ornetloss  Netother  (col 3 plus
received Com- Com- from the operating col 6 plus
(col 7 less  missions missions trading income or  col 9 plus
col 8) received paid portfolio3  charges col 10)
6 7 8 9 10 11
5,858 6,298 440 172 105 28,705
6,124 6,591 467 46 31 29,707
6,182 6,575 393 = 20 - 66 29,887
6,137 6,516 379 17 - 106 29,328
6,241 6,633 392 19 —476 28,901
6,441 6,854 413 8 - 568 29,125
373 798 425 881 8 2,437
347 828 481 491 = 17 2,080
352 766 414 179 - 10 1,763
364 715 351 836 = 2 2,601
367 747 380 347 = 22 2,171
393 776 383 461 6 1,996
3,893 4,665 772 52 574 19,581
4,114 4,926 812 10 226 20,614
4,091 4,937 846 11 497 20,930
4,107 4,969 862 16 432 20,909
4,182 5,083 901 10 417 21,490
4,324 5,266 942 10 139 21,534
129 910 781 = 3 27 3,913
197 800 603 - 6 86 3,782
138 373 235 - 4 —825 1,925
97 327 230 0 143 2,653
58 267 209 2 - 134 1,754
14 225 211 - 4 108 2,125
873 1,304 431 1 28 5,650
833 1,320 487 = 7 75 5,653
766 1,223 457 = 10 195 5,185
1,019 1,551 532 - 33 277 6,428
1,142 1,538 396 7 3 3,116
1,139 1,482 343 11 261 5,716
3,311 5,272 1,961 1,277 370 14,789
3,331 5,236 1,905 371 28 12,834
3,234 4,934 1,700 =173 447 13,376
2,885 4,501 1,616 1,215 415 13,017
2,633 4,282 1,649 1,106 301 12,306
3,024 4,965 1,941 343 - 42 11,671

net profit or net loss on financial operations. 4 Net interest and commissions
received plus net profit or net loss from the trading portfolio (up to 2009, from
financial operations) and net other operating income or charges. 5 Including
depreciation of and value adjustments to tangible and intangible assets, but



General administrative spending

Total
(col 13
plus Staff
col 14) costs
12 13
19,109 11,912
18,665 11,546
18,735 11,562
19,256 12,068
19,410 12,085
19,888 12,605
1,069 598
990 545
1,018 530
1,099 562
1,135 589
1,183 619
13,380 8,283
13,134 7,940
13,382 7,983
13,774 8,210
13,886 8,303
14,201 8,540
1,432 639
1,374 533
1,418 552
1,371 559
1,322 525
1,241 529
1,865 1,006
1,797 1,027
1,865 1,031
3,030 1,612
2,773 1,450
2,859 1,458
8,811 4,471
7,618 3,432
7,950 3,551
8,097 3,643
8,230 3,773
7,917 3,513

excluding depreciation of and value adjustments to assets leased (“broad” defin-
ition). 6 In part, including taxes paid by legally dependent building and loan asso-
ciations affiliated to Landesbanken. 7 Including profit or loss brought forward and
withdrawals from or transfers to the fund for general banking risks. 8 From 2012,

Total
other
adminis-
trative
spend-
ing>

7,197
7,119
7,173
7,188
7,325
7,283

471
445
488
537

564

Operat-
ing result
before
the valu-
ation of
assets
(col 11
less

col 12)

15

9,596
11,042
11,152
10,072

9,491

9,237

1,368
1,090
745
1,502
1,036
813

2,481
2,408

1,282
432
884

3,785
3,856
3,320
3,398

343
2,857

5,978
5216
5,426
4,920
4,076
3,754

Net
income
or net
charges
from the
valuation
of assets
(other
than tan-
gible or
financial
fixed
assets)

16

— 4,484
- 3,493
7,468
660
130

-2,196
- 460

709
- 412
- 815
—-1,028

Operating  Net other
result and extra-
(col 15 ordinary
plus income or
col 16) charges
17 18
5,112 - 402
7,549 - 963
18,620 -1,824
10,732 - 1,272
9,621 - 1,020
9,246 - 594
1,395 - 699
1,097 — 483
1,869 - 659
1,365 - 758
707 = 172
826 - 227
3,943 - 539
5,164 - 375
7,231 - 250
7,398 13
7,926 - 276
7,140 - 153
- 1,000 - 419
- 15 - 7
-1,134 827
637 — 540
27 90
606 = 772
1,589 - 80
3,396 76
4,029 - 454
2,986 - 823
- 472 - 744
1,829 122
3,025 -1,816
3,519 -1,439
3,342 - 1,582
4,635 -1,339
3,602 —1,481
3,315 -1,313

Profit for
the finan-
cial year
before tax
(col 17
plus

col 18)

19

I
=
O

1,509
3,472
3,575
2,163
-1,216
1,951

earnings

Profit or
loss ()
for the
financial
year after

Taxes on tax
income

(col 19
less
col 20)

21

2,245
2,513
2,747
2,657
2,664
2,793

2,465
4,073
14,049
6,803
5,937
5,859

With-
drawals
from or

transfers
to ()
reserves
and par-
ticipation
rights
capital?

22

Balance
sheet
profit or
loss (-)
(col 21
plus

col 22)

23

Savings banks

1,264
1,518

—12,437 1,612

1,603
1,536
b 1,562

Regional institutions of credit cooperatives

- 37 733
- 6 620
91 1,119
-412 1,019
123 412
220 379
1,490 1,914
1,620 3,169
1,924 5,057
1,989 5,422
1,956 5,694
2,077 4,910
163 - 1,582
- 17 - 69
74 - 381
21 76
88 29
103 - 269
= 7 1,516
79 3,393

51 3,524
105 2,058
70 - 1,286

- 140 2,091

Memo item: Banks majority

496 713
550 1,530
271 1,489
735 2,561
513 1,608
322 1,680

542 191
402 218
1,018 101
815 204
177 235
58 321

Credit cooperatives

724 1,190
1,796 1,373
3,674 1,383
4,001 1,421
4,285 1,409
3,477 1,433

Mortgage banks

3,093 —4,675
4,494 —4,563
4,321 —4,702
4,669 —4,593
4,775 —4,746
1,714 —1,983

Special purpose banks8

4,367 —2,851
4,625 -1,232
4,363 - 839
3,730 -1,672

669 —1,955
4,119 —2,028

-owned by foreign banks®

592 1,305
34 1,496
409 1,080
32 2,529
558 1,050
735 945

Deutsche Bundesbank

Financial
year

2009
2010
2011
2012
2013
2014

2009
2010
2011
2012
2013
2014

Portigon AG (legal successor of WestLB) allocated to the category of “Special pur-
pose banks”. 9 Separate presentation of the (legally independent) credit institu-
tions majority-owned by foreign banks and included in the categories “Big
banks”, “Regional banks and other commercial banks” and “Mortgage banks”.
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Credit institutions’ charge and income items”

Charges, € billion

General administrative spending

Staff costs
Social security costs
and costs relating
Gross loss to pensions and
on trans- other benefits
actions in
goods
Number Net loss and sub- Other
of report- from the  sidiary Wages adminis-
Financial  ing insti- Interest Commis-  trading trans- and of which  trative
year tutions Total paid sions paid  portfolio?  actions Total Total salaries Total Pensions  spending?
2006 1940 398.1 268.3 8.6 0.5 0.0 77.6 46.0 35.3 10.7 5.0 31.6
2007 1903 472.9 327.4 10.5 4.5 0.0 77.8 44.6 35.1 9.5 3.9 33.2
2008 1864 522.6 342.2 1.3 19.8 0.0 75.1 42.0 32.8 9.2 4.1 33.1
2009 1819 379.1 218.4 12.0 1.2 0.0 78.7 45.0 34.5 10.4 4.7 33.7
2010 1798 319.6 170.0 12.0 0.7 0.0 76.8 42.3 34.5 7.8 2.3 34.5
2011 1778 357.9 203.9 10.9 1.2 0.0 76.7 41.7 34.0 7.7 2.4 35.0
2012 1754 320.0 174.8 10.5 0.2 0.0 79.0 43.8 34.9 9.0 3.4 35.2
2013 1726 276.9 134.5 10.6 0.3 0.0 79.3 431 34.6 8.5 2.9 36.3
2014 1695 254.3 113.3 1.5 0.4 0.0 80.2 43.2 34.8 8.5 3.1 36.9
Income, € billion
Interest received Current income Profits
transferred
under profit
pooling,
a profit
transfer
from from debt from agreement
lending securities shares and or a partial
and money  and Debt other vari- from parti- from shares  profit Commis-
Financial market Register able yield cipating in affiliated  transfer sions
year Total Total transactions  claims Total securities interests# enterprises agreement received
2006 420.2 332.8 274.1 58.7 18.8 141 1.2 3.5 5.9 38.4
2007 487.5 390.0 318.7 71.4 24.0 18.0 1.9 4.0 4.9 42.2
2008 496.2 408.7 330.0 78.8 19.0 12.4 1.5 5.1 5.1 411
2009 371.7 295.4 241.0 54.4 1.4 7.0 0.9 3.5 3.1 39.4
2010 332.2 248.0 205.4 42.6 121 6.9 0.9 4.3 2.1 40.6
2011 381.6 281.2 239.3 41.9 11.0 6.5 1.2 3.3 3.0 39.7
2012 341.5 248.8 213.6 353 12.0 7.3 0.9 3.8 6.2 38.5
2013 291.3 206.4 178.5 28.0 9.8 5.8 1.0 3.0 4.6 39.2
2014 271.2 189.5 164.1 25.4 1.1 6.1 1.0 4.0 3.1 413
* The figures for the most recent date should be regarded as provisional in all include depreciation of and value adjustments to tangible and intangible assets,

cases. 1 Up to 2009, net loss on financial operations. 2 Spending item does not shown net of depreciation of assets leased (“narrow” definition). All other tables
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Value adjustments in Value ad-  Value ad-
respect of tangible and justments  justments Profits
intangible assets in respect in respect transferred
of loans of partici- under
and ad- pating profit
vances, interests, pooling,
and provi-  shares in a profit
sions for affiliated transfer
contingent  enterprises agreement
liabilities and Charges Taxes on or a partial
of which Other and for securities incurred Transfers Extra- income profit
Assets operating  commit- treated as  from loss to special ordinary and Other transfer
Total leased charges ments fixed assets  transfers reserves charges earnings3  taxes agreement
3.9 0.0 4.7 17.9 2.6 0.8 0.0 2.7 5.4 0.2 49
3.8 0.0 53 26.5 3.9 0.9 0.1 1.3 6.0 0.2 49
3.8 0.2 5.6 39.1 15.3 3.3 0.0 1.9 1.3 0.2 3.5
3.9 0.3 8.1 28.8 9.6 3.8 0.0 7.3 3.9 0.2 3.2
3.9 0.5 11.2 18.2 4.0 3.9 0.0 10.4 52 0.3 3.1
5.4 2.0 17.0 11.8 1.1 6.6 0.0 2.6 6.8 0.6 3.4
5.7 2.0 15.0 11.6 7.1 0.6 0.0 2.4 8.6 0.2 4.1
5.5 1.9 16.6 10.4 3.6 0.6 0.0 3.3 7.2 0.2 4.8
5.5 1.8 16.1 10.5 3.5 0.6 0.0 1.5 7.3 0.2 3.8
Value re- Other operating income
Value re- adjustments
adjustments in respect of
in respect of participating
loans and interests,
Gross profit advances, and  shares in
on trans- provisions for  affiliated
Net profit actions in contingent enterprises Income from
from the goods and liabilities and and securities of which the release
trading subsidiary for commit- treated as from leasing of special Extraordinary  Income from
portfolio> transactions ments fixed assets Total business reserves income loss transfers
4.9 0.2 3.9 2.3 12.0 0.0 0.0 0.9 0.1
3.3 0.2 2.9 9.0 8.8 0.0 0.0 2.1 0.0
1.0 0.2 2.5 1.8 1.4 0.5 0.1 3.6 1.7
8.1 0.2 1.9 1.1 9.0 0.8 0.0 1.3 0.9
6.4 0.2 2.8 1.6 11.2 0.9 0.0 6.1 1.2
5.8 0.2 14.2 0.7 20.0 6.3 0.0 0.8 52
7.4 0.2 7.3 1.4 18.6 5.1 0.0 0.7 0.5
6.2 0.2 4.0 1.5 17.6 4.7 0.0 0.9 0.9
4.0 0.2 3.6 1.7 15.5 4.5 0.0 0.7 0.4

are based on a broad definition of “other administrative spending”. 3 In part,
including taxes paid by legally dependent building and loan associations affiliated

to Landesbanken. 4 Including amounts paid up on cooperative society shares.

5 Up to 2009, net profit on financial operations.
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