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The performance of German credit
Institutions in 2021

German credit institutions recorded a strong improvement in performance in 2021 compared with
the year before. Profit for the financial year before tax went up by €12.8 billion and, at €27.1 bil-
lion, hit almost double the previous year’s figure, taking it well above the long-term average of
€18.0 billion for the first time since 2017.

Three-quarters of the increase was the result of a year-on-year reduction in net valuation charges
of just over 70%. Against the backdrop of a strong macroeconomic recovery and the absence of
the credit defaults initially feared at the beginning of the coronavirus pandemic, German banks
scaled back risk provisioning significantly in comparison with 2020 and also released some of the
risk provisions that they had formed that year. An increase in operating income of around 5%
was another key contributor to the improvement in profit for the year before tax, though this rise
was only slightly more than half as significant as the decline in net valuation charges. Meanwhile,
the profit for the financial year before tax was weighed down by an increase in banks” general
administrative spending of around 6% as against 2020. Despite higher operating income, this led
to a slight deterioration in cost efficiency: the cost/income ratio of German credit institutions rose
by 0.6 percentage point to 72.9% in the reporting year.

Net commission income proved to be the main driver of growth in operating income in 2021.
Climbing by around 18%, it also further built up its role as the second most important source of
income for German credit institutions. Net interest income, which remains the most important
source of income, recorded a slight increase of 1.4% for the first time since 2018. Nevertheless,
its share in operating income declined again in the reporting year. That said, the renewed decline
in interest income was more than offset for the institutions by a more pronounced reduction in
interest expenditure. In addition, up by around 40%, the trading result also fed into the increase
in operating income, whereas the other operating result deteriorated by more than two-thirds on
the year. The trading result and other operating result remained only of minor importance as
sources of income, however.

In the current year, Russia’s war of aggression on Ukraine, in particular, is acting as a drag on
macroeconomic developments in Germany and around the globe. With this comes an increased
likelihood of credit defaults among both non-financial corporations and households, which could
take a toll on the profitability of German credit institutions. Furthermore, against the backdrop of
significantly higher inflation expectations, the European Central Bank (ECB) has adjusted its mon-
etary policy stance and taken first steps to bring the era of negative interest rates to an end.
Although the rising interest rate level could weigh on German banks’ profitability in the short
term, the earnings-enhancing effects of monetary policy normalisation are likely to bolster the
performance of German institutions in the medium term.
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Business
environment still
feeling strain of
coronavirus
pandemic

Extensive fiscal
policy and regu-
latory measures
again prevented
macroeconomic
downward spiral
in 2021

Business environment and
structural developments in
the German banking sector

In 2021, German credit institutions once again
faced a challenging market environment that
was still characterised by the effects of the
coronavirus pandemic and the ongoing nega-
tive interest rate environment. However, the
feared defaults on loans did not materialise. A
strong macroeconomic recovery overall, com-
bined with extensive monetary and fiscal policy
measures, helped the German banking system
to close the reporting year in better shape than
expected and continue to perform its functions
unimpaired.’

Macroeconomic setting

Following the sharp slump in the previous year,
economic output in Germany rose steeply in
2021. Despite growth of 2.9%, however, gross
domestic product (GDP) nevertheless remained
significantly below the pre-crisis level of 2019.2
Industry, in particular, suffered from bottlenecks
in the supply of intermediate goods, preventing
it from fully realising growth potential. By con-
trast, private consumption and the services sec-
tor were able to rebound strongly in some
cases during the second and third quarters of
2021, once coronavirus protection measures
were lifted. Extensive containment measures in
response to infection rates in the fourth quarter
led to severe setbacks to both, though.3

Against this backdrop, German fiscal policy
again made a vital contribution to stabilisation
in 2021. The economy and households received
considerable support in the shape of measures
such as transfers to enterprises and short-time
working benefits.* The stabilisation measures
introduced by bank regulators in 20205 were
also initially kept in place in the reporting year,
though their appropriateness was the subject
of ongoing review over the course of the year.
For example, the recommendation that banks
limit dividends, and the flexibility granted by

supervisory authorities regarding general pay-
ment moratoria both ended.® The aforemen-
tioned measures had a hand in preventing the
defaults on loans that had been feared in the
early days of the pandemic and enabling banks’
lending to the real economy to go on unhin-
dered.”

Like the fiscal policy and bank regulatory meas-
ures, monetary policy, too, continued to be in-
fluenced by the coronavirus pandemic in 2021.
As the Governing Council of the ECB expected
inflation rates of below 2% in the medium
term, it maintained its very expansionary mon-
etary policy stance. The key interest rates were
left unchanged at their historically low levels®
and the asset purchase programme (APP) was
continued.® The emergency monetary policy
measures introduced to combat the effects of
the coronavirus pandemic were also kept in
place. The aim was still primarily to provide
banks with liquidity and, ultimately, to ensure
the supply of credit to the real economy. Add-
itional targeted longer-term refinancing oper-
ations (TLTRO-III), which German credit institu-
tions made large-scale use of,'® gave banks ac-
cess to liquidity at particularly favourable condi-
tions™ in order to support lending to the

1 See Deutsche Bundesbank (2022a), p. 30 and Deutsche
Bundesbank (2021a), p. 7.

2 See Deutsche Bundesbank (2022a), p. 16.

3 See Deutsche Bundesbank (2022b), p. 8, Deutsche Bun-
desbank (2021b), p. 7, Deutsche Bundesbank (2021¢), p. 8
and Deutsche Bundesbank (2021d), pp. 7f.

4 See Deutsche Bundesbank (2022a), pp. 26f.

5 For a detailed list of the measures taken by bank regula-
tors and supervisors in response to the coronavirus pan-
demic, see Deutsche Bundesbank (2021e), p. 92.

6 See Deutsche Bundesbank (2022a), p. 30.

7 See Deutsche Bundesbank (2022a), p. 30.

8 The main refinancing rate was 0%, while the interest
rates on the marginal lending facility and the deposit facil-
ity stood at 0.25% and -0.5%, respectively.

9 See Deutsche Bundesbank (2022a), p. 20.

10 See Deutsche Bundesbank (2022a), p. 20.

11 In ideal circumstances, i.e. provided eligible net lending
between October 2020 and December 2021 reached the
lending performance threshold, banks could benefit from
an interest rate of up to -1.0% when borrowing under
TLTRO-II; see https://www.ecb.europa.eu/press/pr/date/
2020/html/ecb.pr201210_1~e8e95af01c.en.html for de-
tails. In such cases, the interest income per euro that credit
institutions were able to generate by recourse to TLTRO-III
would have exceeded interest expenditure incurred
through use of the deposit facility with its likewise negative
interest rate of up to -0.5%.

Monetary policy
still very accom-
modative; emer-
gency monetary
policy measures
to counter the
effects of the
coronavirus
pandemic
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Equity and bond
markets initially
on road to
recovery; damp-
ened toward the
end of the year,
partly due to
higher inflation
expectations

economy. The aim of the pandemic emergency
purchase programme (PEPP) was to counter
the pandemic-related risks to monetary policy
transmission.1?

The monetary policy, fiscal policy and banking
regulatory measures not only supported the
German banking system, but also had a posi-
tive impact on the equity and bond markets. In
the first two quarters of 2021, German stock
markets temporarily hit historical highs owing
to firmer prospects of a macroeconomic recov-
ery and higher corporate earnings expect-
ations.' In the fourth quarter of 2021, how-
ever, the upturn in the equity markets came to
a halt, and the picture was predominantly one
of moderate price losses on the previous quar-
ter. This was due to rising inflationary risks and
the resulting market expectations of imminent
monetary policy tightening.

In the bond markets, hopes of the economic
recovery continuing led yields on ten-year Fed-
eral bonds (Bunds) to rise somewhat, reaching
roughly the level recorded at the start of 2020.
From then, they moved sideways under the in-
fluence of changing assessments of the pan-
demic situation, only surging from the end of
the fourth quarter of 2021 due to rising infla-
tionary pressure coupled with market expect-
ations of monetary policy tightening. This put
the yields on ten-year Bunds back in positive
territory for the first time since the second
quarter of 2019."> At the close of 2021, the
yield curve derived from the yields on Federal
securities was considerably steeper in the short
and medium-term maturity segments than it
had been at the beginning of the year."

Balance sheet and structural
developments in the German
banking sector

Growth in the aggregate of German credit in-
stitutions” annual average total assets' was
down by just under two-thirds compared with
2020. At 2.8%, the growth rate of average
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total assets in 2021 was close to its long-term
average of 2.0%.

However, when looking at individual categories
of banks, there were greater disparities than in
2020. While 2020 saw aggregate annual aver-
age total assets rise across all categories of
banks, big banks, in particular, recorded a de-
cline of 10.5% in 2021. By contrast, savings
banks and credit cooperatives registered slightly
higher growth rates in 2021 than in the previ-
ous year, at 7.7% each. In both cases, lending
and deposit business is likely to have been the
main driver of this, having grown somewhat
more strongly in the reporting year than in
2020."® However, regional banks and other
commercial banks recorded the highest year-
on-year growth in their balance sheet (+26.3%),
with just over two-thirds of the total increase
attributable to a single institution that ex-
panded its presence in Germany after Brexit.'

According to data from the monthly balance
sheet statistics, the assets and liabilities sides of
the aggregated bank balance sheet followed a
similar growth pattern to 2020 in the reporting
year, albeit developing at a slower pace in
some cases. With regard to the assets side of
the aggregated bank balance sheet, German
banks’ balances with the central bank once
again constituted the most significant growth
item. On an annual average for 2021, a sharp

12 See Deutsche Bundesbank (2022a), pp. 20 ff.

13 See Deutsche Bundesbank (2021¢), pp. 52f. and
Deutsche Bundesbank (2021d), p. 44.

14 See Deutsche Bundesbank (2022b), p. 38 and Deutsche
Bundesbank (2021b), p. 42.

15 See Deutsche Bundesbank (2022b), pp. 40f. and
Deutsche Bundesbank (2021b), pp. 45f.

16 See Deutsche Bundesbank (2022b), p. 41.

17 The figure for total assets was determined on the basis
of the rules contained in the German Commercial Code
(Handelsgesetzbuch).

18 According to data from the monthly balance sheet stat-
istics, savings banks saw slightly higher growth in lending
to domestic non-banks in 2021 than in 2020 — a 0.2 per-
centage point rise taking it to +4.9%; credit cooperatives
recorded growth of +6.6%, which was 0.6 percentage
point higher than in the previous year. At +7.0% in each
case, both categories of banks saw domestic non-banks’
deposits grow roughly 0.6 percentage point more strongly
than in the previous year.

19 See the box on p. 71f.
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fiscal policy
measures, as
well as the per-
sistent negative
interest rate
environment,
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drive balance
sheet growth,
albeit at a
slower pace

Central bank
balances once
again the most
significant
growth item on
the assets side
of the aggre-
gated bank
balance sheet
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Lending the
second major
driver of growth
on the assets
side of the
aggregated
bank balance
sheet; pace of
growth slower
than in the
previous year,
though

increase here resulted in a new historical high
of around €1,000 billion in total. At +43.0%,
the percentage growth was slightly below the
level of the previous year, but the absolute in-
crease of €307 billion again exceeded the 2020
figure by a significant margin of around €90
billion.2° Chiefly responsible for the increase in
balances with the central bank were the Euro-
system’s asset purchase programmes (public
sector purchase programme (PSPP) and PEPP)

and German banks’ extensive use of TLTRO-
.21

As in 2020, lending continued to be a signifi-
cant factor in driving growth on the assets side
of the aggregated bank balance sheet in the
reporting year. However, with an increase of
€114 billion in total (previous year: €144 bil-
lion), the contribution made by loans to do-
mestic non-banks only amounted to slightly
more than one-third of total growth, compared
with balances with the central bank. Loan
growth in 2021 was one percentage point
lower than in 2020, averaging 3.2%. This is
likely to have been mainly due to the decline in
short-term loans to enterprises and house-
holds, which were down by an annual average
of 5.8%. The second quarter of 2021, in par-
ticular, saw increased repayments of short-term
loans to enterprises, some of which had been
taken out as a precautionary measure intended
to safeguard liquidity during the coronavirus
pandemic. The upturn in overall economic ac-
tivity as well as the disbursement of govern-
ment transfers to firms particularly hard-hit by
the coronavirus pandemic meant firms’ finan-
cing needs lessened in the second quarter of
2021.22 Besides this, reduced consumer lending
also played into the decline. In the first and
fourth quarters of 2021, especially, the restric-
tions on economic and social life as a result of
the pandemic had a dampening effect here.??

Distinct growth was recorded, meanwhile, for
medium and long-term loans to domestic non-
financial corporations and households. Even so,
the 5.1% increase was slightly shy of the 20-
year peak of 5.3% reached in 2020. As in the

previous year, housing loans were the main
driver of this development. At 7.1%, their
growth in the reporting year even outstripped
the 20-year historical high of the previous year
by one percentage point.

Comparing the categories of banks, savings
banks and credit cooperatives recorded the
highest growth rates for housing loans, at
+7.7% and +8.8%, respectively. In addition,
savings banks and credit cooperatives together
accounted for just under two-thirds of the ab-
solute increase in housing loans.

As before, this growth was the product of fac-
tors on both the supply and demand side. In
particular, robust activity in the construction
sector and a continuation of favourable finan-
cing costs, but also the sharp rise in prices for
construction work and residential property, are
likely to have buoyed the persistently brisk de-
mand for housing loans.?4

Greater demand also drove considerable
growth in medium and long-term loans to non-
financial corporations. The overall economic re-
covery in the third quarter of 2021 led to an in-
crease in financing needs, especially in domes-
tically oriented sectors such as construction
and real estate. In addition, funding needs for
refinancing, debt restructuring and renegoti-
ation remained at elevated levels.?>

On the supply side, too, banks continued to
have a heightened interest in lending business,
as obtaining the particularly attractive interest
rate on TLTRO-IIl operations was contingent
upon hitting specific lending performance
thresholds for the relevant reporting dates.?®

20 The cited figures do not include the cash holdings of
German credit institutions.

21 See Deutsche Bundesbank (2021b), p. 32.
22 See Deutsche Bundesbank (2021¢), p. 8.
23 See Deutsche Bundesbank (2022b), p. 37 and Deutsche
Bundesbank (2021d), p. 36.

24 See Deutsche Bundesbank (2021c), p. 43 and Deutsche
Bundesbank (2021d), p. 36.

25 See Deutsche Bundesbank (2021b), p. 8 and pp. 38f.
26 See Deutsche Bundesbank (2022b), p. 8 and Deutsche
Bundesbank (2021d), p. 8.
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Interpreting profitability components broken down by
category of banks in the context of Brexit

The balance sheet and profit and loss statistics
of banks, or monetary financial institutions
(MFIs)," are broken down by category of banks.
This makes it easier not only to identify and
compare trends but also to better take ac-
count of the specifics and particularities of the
individual categories.

The Bundesbank considers a variety of criteria
when assigning individual banks to a particu-
lar category of banks,2 and it also reviews these
assignments annually.?

Brexit has seen the German banking sector
face major structural changes in recent years,
and these will continue to shape develop-
ments in the years to come: so that they
might still be able to provide services in the
European Union, large and international
banks have taken steps from 2019 onwards
such as relocating large parts of their business
out of the United Kingdom to existing or
newly founded institutions established in the
European Union, including in Germany. “Brexit
banks” is the catch-all used here to refer to
these institutions.# The resulting business
policy, structural and organisational adjust-
ments concern the “Regional banks and other
commercial banks” category, in particular, but
also, to some extent, the “Branches of foreign
banks” and “Foreign banks” categories (the
latter of which is a memo item).

The business models of the Brexit banks differ,
in some cases considerably, from those of
other banks based in Germany. For example,
the business relocated to these institutions
stems predominantly from capital market
business. This income is reflected mainly in net
commission income and the trading result. In
addition, some Brexit banks primarily conduct
Europe-wide business that is not linked to the
German market and thus only partially reflects
the profitability of local business. Whilst other
German banks also operate business models
that cover all of Europe, the scale of these is
especially great for some large Brexit banks.

Looking at current profitability components by
category of banks, Brexit banks are becoming

increasingly important, especially among re-
gional banks and other commercial banks.
Owing to their size and the ongoing expan-
sion of their total assets, this effect is also
likely to be observed to an ever-greater extent
over the next few years.> The significant im-
provement in the net commission income and
trading result of regional banks and other
commercial banks by around 40% and around
130% respectively in 2021 was due chiefly to
the growth of a few major Brexit banks. How-
ever, the rise in administrative spending for
regional banks and other commercial banks
compared with 2020 was also due in large
part to Brexit banks’ expanded business
volume.

The increasing importance of Brexit banks
needs to be taken into account when inter-
preting the profitability components con-
sidered in this article, with a specific focus on
regional banks and other commercial banks.

1 MFIs pursuant to Regulation (EU) 2021/379 of the
European Central Bank (ECB/2021/2), Article 2(1) (OJ
L 73, 3 March 2021, pp. 16-85).

2 Factors taken into consideration include business
structure, type of business activity predominantly con-
ducted (e.g. universal versus specialised bank), size of
the bank, legal form, banking association membership,
presence of a bank office network, operations abroad
(via branches and subsidiaries), degree or scope of the
bank’s investment in other enterprises (participating
interests, etc.), and ownership structure of the bank
being assigned.

3 For more information on how the categories of
banks are broken down, see the section “Categories of
banks” under “Explanatory notes” (https:/www.
bundesbank.de/resource/blob/821484/e6e28e6c018a
a7d06a5999f77e1f07ef/mU/erlaeuterungen-data.pdf).
4 It is not possible to clearly distinguish business re-
locations and changes to business models caused by
Brexit from business policy decisions triggered by other
factors. In addition, Brexit banks sometimes differ con-
siderably in terms of their business models and the ex-
tent of their relocation activities. However, in the case
of the institutions analysed here, Brexit was initially the
main factor behind any changes. For the purposes of
this box, this distinction is enough to highlight difficul-
ties in interpreting profitability components given the
business relocations and changes to business models
within the affected categories of banks.

5 In 2021, Brexit banks accounted for just over 80% of
the increase in the annual average total assets of re-
gional banks and other commercial banks.
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Another sharp
rise in German
banks’ deposit
holdings due to
pandemic

However, according to the Bank Lending Sur-
vey, neither lending to non-financial corpor-
ations nor to households saw any significant
easing in credit standards and credit terms and
conditions.?” Private housing loans was the
only area where credit standards and credit
terms and conditions eased in the second quar-
ter of 2021, though they were soon tightened
again in the third quarter. This was due to an
elevated level of credit risk according to banks’
assessments and a reduced tolerance for risk.2®

On the liabilities side of the aggregated bank
balance sheet, pandemic-related uncertainty
regarding future economic developments as
well as restricted consumption options sent the
volume of domestic households’ and non-financial
corporations’ deposits soaring again. However,
the increase weakened significantly over the
course of 2021, mainly as a result of changes in
household investment behaviour, meaning that
only slight growth was seen towards the end
of the year.2? With average interest rates par-
ticularly on overnight deposits having fallen
further over the course of the year and inflation
rates having increased, households are likely to
have become more acutely aware of the real
costs involved in holding money.3°

Overall, at 4.4%, the annual average increase
in deposits held by domestic non-banks3' at
German credit institutions in 2021 was around
0.5 percentage point lower than in the previ-
ous year. However, the total volume of €3,953
billion meant that a new historical high was
reached. As in 2020, growth was concentrated
on sight deposits, though at 9.6% their growth
rate in the reporting year was just over one
percentage point lower than in the previous
year. By contrast, time and savings deposits
were further scaled back.

Unlike in the previous year, developments in
the deposit business varied widely across the
different categories of banks. In the reporting
year, larger growth was almost exclusively the
preserve of savings banks, credit cooperatives
and big banks.

Looked at in aggregate terms, the annual aver-
age balance sheet equity3? of German banks
rose by 1.6% to €536 billion in 2021. Increases
— in some cases substantial ones — were re-
corded by all categories of banks®? except for
big banks (-19.8%) and mortgage banks
(-6.2%).3* Regional banks and other commer-
cial banks posted the highest growth rate
(+16.0%). A significant portion of that growth
was attributable to institutions that strength-
ened their presence in Germany in the wake of
Brexit. Credit cooperatives and savings banks
augmented their balance sheet equity by 6.4%
and 3.7%, respectively, on an average for 2021.

Overall, the consolidation process in the Ger-
man banking sector continued at an acceler-
ated pace in 2021. The total number of credit
institutions decreased by 4.2%, following a
year-on-year decline of only 2.2%. This was
due, in particular, to mergers among credit co-
operatives and departures of branches of for-
eign banks as a result of Brexit.?®

27 See Deutsche Bundesbank (2021b), pp. 38 f.

28 See Deutsche Bundesbank (2021b), p. 38.

29 See Deutsche Bundesbank (2022b), p. 34 and Deutsche
Bundesbank (2021d), p. 35.

30 See Deutsche Bundesbank (2022b), pp. 34f.

31 The deposits of domestic non-banks comprise sight de-
posits, time deposits and savings deposits as well as sav-
ings bonds held by domestic households, non-financial cor-
porations, other financial corporations, general govern-
ment and non-profit institutions.

32 Including the fund for general banking risks pursuant to
Section 3409 of the German Commercial Code.

33 Regional banks and other commercial banks, branches
of foreign banks, Landesbanken, savings banks, credit co-
operatives, building and loan associations as well as banks
with special, development and other central support tasks.
34 When interpreting the data on the equity base, it
should be borne in mind that the amounts transferred from
the profit for the respective financial year do not increase
balance sheet equity until the year after the annual ac-
counts are adopted, while withdrawals from equity items
are to be deducted at the latest when the annual accounts
are prepared. Furthermore, as the data on the equity base
are calculated as annual average values, the decline shown
here for the big banks does not reflect losses actually ob-
served in 2021, but rather a decline in equity capital already
recorded in 2020 as a result of restructuring measures
taken in 2019. For more details, see Deutsche Bundesbank
(2020), pp. 95 ff.

35 Branches of UK institutions that had not yet ceased
making use of EU passport arrangements by the end of
2020, despite Brexit entering into force on 1 January 2021,
were not counted as departures until 2021. See Deutsche
Bundesbank (2022¢), p. 2.

Balance sheet
equity increased
slightly on
aggregate

Consolidation
process in Ger-
man banking
sector continued
at accelerated
pace
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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 2019 2020 2021 2019 2020 2021 2019 2020 2021
All categories of banks 1,553 1,519 1,456 26,620 24,060 21,697 560,895 551,976 540,365
Commercial banks 274 270 261 7,601 6,453 5199 3 153,250 3 151,600 3 146,900
Big banks 4 3 3 6,219 5,146 4,037 . . .
Regional banks and
other commercial
banks 153 151 151 1,215 1,142 1,013
Branches of foreign
banks 117 116 107 167 165 149 . . .
Landesbanken 6 6 6 236 210 179 28,150 27,150 27,150
Savings banks 380 377 371 8,971 8,318 7,732 205,000 200,700 194,950
Credit cooperatives 844 818 771 8,471 7,765 7,297 4 140,650 4 138,150 4 135,500
Mortgage banks 10 10 9 38 37 32
Building and loan
associations 19 18 18 1,278 1,259 1,239 5 12,850 5 12,500 5 12,900
Banks with special,
development and other
central support tasks 20 20 20 25 18 19 6 20,995 6 21,876 6 22965

1 Source: Bank office statistics, in Deutsche Bundesbank, Banking statistics, tables contained in the Statistical Series, IV. Structural figures,
multi-office banks, p. 104. The term “credit institution” is used as in the Banking Act, resulting in divergences from data in “Balance sheet
statistics” and “Statistics on the banks’ profit and loss accounts”. 2 Number of full-time and part-time employees excluding the Bundesbank.
Sources: Data provided by associations and Bundesbank calculations. 3 Employees in private banking, including mortgage banks estab-
lished under private law. 4 Only employees whose primary occupation is in banking. 5 Only office-based employees. 6 Employees at
public mortgage banks (mortgage banks established under public law), banks with special tasks established under public law and DZ Bank
AG.
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The number of branches in Germany also fell
again significantly, recording a decline of al-
most 10%. In addition to the impact of digital-
isation on distribution channels as a result of
greater use of online banking,3¢ this was also
due to cost-cutting measures undertaken in the
challenging business environment. Big banks,
in particular, reduced their number of branches
as part of extensive restructuring, but savings
banks and credit cooperatives also scaled back
their branch networks further.??

Performance, profitability
and cost efficiency

Generally speaking, the performance of Ger-
man credit institutions improved considerably
in 2021 compared with the previous year. On
account of higher results for the financial year
before tax, almost all of the categories of banks
considered in the statistics on banks’ profit and
loss accounts3® were able to increase both their

return on equity and their return on assets sub-
stantially. The aggregate profit for the financial
year before tax almost doubled compared with
2020.

The main driver of this development was a
sharp decline in net valuation charges com-
pared with the previous year. German credit in-
stitutions significantly reduced their risk provi-
sioning against the backdrop of low credit de-
faults and an improved macroeconomic envir-

36 Not least the restrictions on public life connected to the
coronavirus pandemic are likely to have accelerated digital-
isation and contributed to the greater use of online bank-
ing. See Deutsche Bundesbank (2022¢), p. 8.

37 See Deutsche Bundesbank (2022¢), pp. 8f.

38 Statistics on banks’ profit and loss accounts are com-
piled on an annual basis. This involves the evaluation of the
profits and losses calculated from the annual accounts (in-
dividual accounts prepared in accordance with the German
Commercial Code), which the banks must submit to the
Bundesbank pursuant to Section 26 of the German Bank-
ing Act (Kreditwesengesetz). As the annual accounts apply
to the whole institution (but not to the group), the charges
and income of foreign branches are also recorded. See also
the box on p. 75.
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Return on equity
almost doubled;
considerable
year-on-year
improvement in
profitability

Return on equity
improved across
almost all
categories of
banks, although
extent of
improvement
varies
considerably

onment. A comparatively strong rise in income
from operating business also contributed sig-
nificantly to the improvement in profitability.
Compared with net valuation charges, how-
ever, this increase played a less significant role
in the growth in the profit for the financial year
before tax.

Profitability was negatively affected by a sharp
rise in administrative spending, which was at-
tributable to staff costs and other administra-
tive spending in equal measure. Nevertheless,
measured by the cost/income ratio, German
banks’ cost efficiency deteriorated only margin-
ally on account of operating income, which
also went up.

Return on equity and return
on assets

Overall, the return on equity (profit for the
financial year before tax in relation to the an-
nual average balance sheet equity) almost
doubled in 2021. Furthermore, a rise of 2.3 per-
centage points to 5.1% put it only slightly
below the long-term average of 5.2%. This in-
dicates a significant improvement in profitabil-
ity, chiefly attributable to the increase in the
profit for the financial year before tax driven by
net valuation charges.

Apart from building and loan associations,? all
categories of banks under review*® improved
their return on equity. However, when compar-
ing categories of banks, the extent of this im-
provement varies considerably. For example,
Landesbanken more than tripled their return on
equity in 2021 compared with the previous
year owing to a sharp rise in the profit for the
financial year. At 4.1%, their return on equity
was also well above the long-term average of
1.4%. By contrast, savings banks (+0.9 percent-
age point) and credit cooperatives (+1.1 per-
centage point) recorded relatively small rises in
their return on equity. In both cases, strong
growth in balance sheet equity counteracted
the positive effect on their return on equity

arising from the increase in profit for the finan-
cial year before tax. For savings banks, growth
in equity capital reduced the increase in their
return on equity by 20%; for credit coopera-
tives, this increase was narrowed by as much as
one-third. With levels of 6.3% and 8.4%, re-
spectively, savings banks and credit coopera-
tives were nonetheless still among the categor-
ies with the highest return on equity in the re-
porting year, although both categories of banks
also fell clearly short of their long-term aver-
ages (savings banks: 10.1%; credit coopera-
tives: 10.5%) in 2021. Regional banks and other
commercial banks were almost on par with
savings banks in the year under review. Despite
the strong growth in balance sheet equity, they
improved their return on equity by 1.9 percent-
age point, raising it to 6.0% and thereby reach-
ing the level of their long-term average. The in-
creasing influence of Brexit banks on the cat-
egory of regional banks and other commercial
banks’ profit for the financial year is likely to
have played a major role in this development.
However, it was big banks that achieved the
largest improvement in their return on equity,
posting an increase of 4.8 percentage points
and thereby having a substantial impact on
positive overall development. That said, big
banks’ return on equity remained in negative
territory at -2.3%.41

In general, the return on assets (the ratio of
profit for the financial year before tax to annual
average total assets) moved in parallel with the
return on equity. With a rise of 0.13 percentage
point, the return on assets almost doubled in
2021, driven by the profit for the financial year
before tax. Furthermore, at 0.29%, it reached a
level above its long-term average of 0.22%
again for the first time since 2018.

39 Building and loan associations’ return on equity fell by
0.3 percentage point to 1.4%.

40 Big banks, regional banks and other commercial banks,
branches of foreign banks, Landesbanken, savings banks,
credit cooperatives, mortgage banks, as well as banks with
special, development and other central support tasks.

41 The sharp decline in balance sheet equity (see footnote
34 on p. 72 for more details) on the year slowed down the
improvement in the return on equity in 2021, as in 2020.

Return on assets
likewise up sig-
nificantly overall



Methodological notes

The results from the profit and loss ac-
counts are based on the published annual
reports of the individual institutions in ac-
cordance with the provisions set forth in
the German Commercial Code (Handels-
gesetzbuch) and the Regulation on the
Accounting of Credit Institutions (Verord-
nung Uber die Rechnungslegung der Kredit-
institute). In terms of their conception,
structure and definitions, they differ from
the International Financial Reporting Stand-
ards (IFRS)' for publicly traded banking
groups. This means that — from a methodo-
logical viewpoint — business performance
and certain balance sheet or individual
profit and loss items are not comparable
across the national and international ac-
counting frameworks. For reasons of com-
parability within Germany, it is advisable to
consider the individual accounts when ana-
lysing financial performance. The figures for
balance sheet capital (total equity), total
assets and other stock variables are not ob-
tained from the annual reports but are
taken as annual average values on the basis
of the monthly balance sheet statistics re-
ported for the institution as a whole.

The reporting group for statistics on banks'’
profit and loss accounts includes all banks
which are monetary financial institutions
(MFIs) that conform to the definition of a
credit institution under the Capital Require-
ments Regulation (CRR) as set forth in
Article 4(1) number 1 of Regulation (EU)
No 575/2013 and are domiciled in Ger-
many. Branches of foreign banks that are
exempted from the provisions of Section 53
of the German Banking Act (Kreditwesen-
gesetz, or KWG), banks in liquidation and
banks with a financial year of less than 12
months (truncated financial year) are not in-
cluded in this performance analysis.

Deutsche Bundesbank

At the launch of monetary union in 1999,
the reporting group relevant for calculating
the money supply and for monetary analy-
sis was uniformly defined by the European
Central Bank (ECB) for the euro area as a
whole and designated as the MFI sector.
Unlike the population of banks used for the
Bundesbank’s analysis up to that point,
building and loan associations are also in-
cluded. Except where another time period
is explicitly mentioned, the calculations with
regard to the longer-term average cover the
years since the launch of monetary union,
i.e. from 1999 to 2021.

1 IFRS-based financial statements are of relevance, for
instance, to matters of macroprudential analysis and
oversight, concentrating on systemically important
banks and their international business activities (includ-
ing their foreign subsidiaries). For details, see Deutsche
Bundesbank (2013).
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Credit institutions' return on equity”
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Deutsche Bundesbank

Year-on-year balance sheet growth had no not-
able impact on the increase in the return on
assets overall. In individual categories of banks,
however, its effect on the change in the return
on assets was significant. High balance sheet
growth at regional banks and other commer-
cial banks driven by Brexit banks had a particu-
larly strong impact. The positive impact of the
rise in the profit for the financial year on the re-
turn on assets was halved in this case by bal-
ance sheet growth. The remaining growth of
0.11 percentage point was nevertheless suffi-
cient to reach a level of 0.41%, which was well
above the long-term average of 0.32%. In the
reporting year, savings banks raised their return
on assets by 0.06 percentage point to 0.54%,
but were thus still below the long-term average
of 0.62%. Together with credit cooperatives,
which reached a level of 0.70% following an
increase of 0.08 percentage point in 2021, sav-
ings banks ranked once again among the cat-
egories of banks with the highest return on
assets. Unlike savings banks, however, credit

cooperatives’ return on assets was slightly
above their long-term average of 0.67%. Com-
paratively strong balance sheet growth —mainly
caused by the renewed strong expansion in de-
posit and lending business — also curbed the in-
crease in savings banks and credit coopera-
tives” return on assets significantly. In both
cases, balance sheet growth reduced the in-
crease in the return on assets — attributable to
the rise in the profit for the financial year — by
just over one-third.

Profit for the financial year

The profit for the financial year before tax went
up by a total of €12.8 billion in 2021 compared
with the previous year. At €27.1 billion, it was
almost twice the previous year’s figure, mainly
owing to the sharp reduction in net valuation
charges and thus, for the first time since 2017,
was both well above the long-term average of
€18.0 billion and above the average of €25.4
billion for the years following the financial crisis
(2010 to 2018).

Unlike in 2020, all of the categories of banks*?
under review were able to substantially in-
crease their annual result before tax, except for
building and loan associations.* In absolute
terms, the largest growth was recorded by the
big banks, whose annual result rose by €4.5
billion. Nevertheless, they were the only cat-
egory of banks to end the reporting year with
a loss before tax, though, at €1.5 billion, this
figure amounted to only one-quarter of the
shortfall incurred in 2020. By contrast, savings
banks and credit cooperatives again recorded
the largest profits for the financial year before
tax across all categories of banks. At €8.2 bil-
lion and €7.7 billion respectively, together they

42 Big banks, regional banks and other commercial banks,
branches of foreign banks, Landesbanken, savings banks,
credit cooperatives, mortgage banks, as well as banks with
special, development and other central support tasks.

43 In 2021, building and loan associations’ profit for the
financial year declined by around 14% to the low level of
€0.2 billion, which was well below the long-term average
of €0.7 billion.

Profit for the
financial year
before tax
almost doubled
compared with
2020, mainly
owing to sharp
drop in net
valuation
charges

Sharp rise in
profit for the
financial year
before tax in
almost all
categories of
banks



Sharp reduction
in net valuation
charges respon-
sible for three-
quarters of over-
all increase in
aggregate net
profit for the
financial year

Return on equity of individual categories of banks®

%

Category of banks 2017 2018
All categories of banks 5.63 (4.08) 3.73 (2.41)
Commercial banks 3.95 (2.79) 2.07 (1.54)
of which:
Big banks 2.88 (2.30) 1.14 (1.24)
Regional banks and
other commercial
banks 5.31 (3.33) 3.30 (1.89)
Landesbanken 1.85 (0.98) —-245 (-3.89)
Savings banks 9.44 (6.72) 7.19 (4.83)
Credit cooperatives 10.11 (7.05) 8.19 (5.50)
Mortgage banks 5.49 (3.56) 2.09 (0.88)
Building and loan
associations 9.18 (7.74) 2.21 (1.02)

Deutsche Bundesbank

2019 2020 2021p
1.07 (- 0.41) 2.71 (1.12) 5.05 (3.23)

- 770 (- 899 -156 (=295 2.68 (1.45)

-16.63 (-17.58 -7.08 (-822) -226 (-2.13)
4.44 (2.69) 4.10 (2.46) 6.04 (3.88)
2.03 (1.55) 1.29 (0.84) 4.05 (2.28)
6.86 (4.83) 5.36 (3.36) 6.28 (4.22)
9.17 (6.57) 7.31 (4.98) 8.39 (6.21)
5.31 (3.75) 8.06 (1.400 1691 (5.73)
3.83 (2.95) 1.66 (0.86) 1.41 (0.50)

* Profit or loss for the financial year before tax (in brackets: after tax) as a percentage of equity as shown in the balance sheet (including

the fund for general banking risks, but excluding participation rights capital).

Deutsche Bundesbank

generated almost 60% of the aggregate profit
for the 2021 financial year. However, despite
sharp increases of €1.4 billion each, savings
banks and credit cooperatives recorded the
lowest growth rates (savings banks: +21.3%;
credit cooperatives: +22.2%) of all categories
of banks.#4 Regional banks and other commer-
cial banks recorded a sharp rise of €2.3 billion
(+70.6%) — the growing significance of Brexit
banks had an impact here, too.

Net valuation charges*> decreased by €9.7 bil-
lion in the year under review to around one-
quarter of their figure for the previous year. To-
talling €3.6 billion, they were not only well
below their long-term average of €13.5 billion,
but rather the decline in 2021 also more than
offset the doubling of net valuation charges
seen in the previous year due to the pandemic
and made a major contribution to the increase
in profit for the financial year before tax in
2021.

German credit institutions significantly scaled
back their risk provisioning compared with the
previous year and released some of the risk
provisions they had formed in 2020 during the
reporting year. For example, depreciation of
and value adjustments to loans and advances,
and provisions for contingent liabilities and for
commitments halved and, at €7.0 billion, were
well below the long-term average of €17.4 bil-
lion in the year under review. At the same time,

44 Apart from the branches of foreign banks, which in-
creased their low level of profit for the financial year almost
sevenfold to €0.3 billion, Landesbanken recorded the larg-
est growth rate in profit for the financial year before tax
(+218.2%), primarily on the back of significantly higher op-
erating income.

45 Net valuation charges comprise the effects of value ad-
justments, write-ups and write-downs on accounts receiv-
able and securities in the liquidity reserve. In addition, in-
come and charges in connection with transfers from and to
loan-loss provisions are taken into account, as are transfers
and releases relating to undisclosed reserves pursuant to
Section 340f of the German Commercial Code. However,
due to the cross-offsetting option permissible under the
German Commercial Code, the annual accounts do not
show the extent to which undisclosed reserves have been
formed or released.
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Return on assets and its components by category of banks

As a percentage of total assets; the charts below use different scales
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* Where credit institutions have been reassigned to a different category of banks, this is taken into account as of the date of reclassifica-
tion. 1 Including depreciation of and value adjustments to tangible and intangible assets. 2 Net valuation charges excluding investment
in tangible and financial fixed assets.
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As a percentage of total assets; the charts below use differents scales

3 Gross earnings plus result from the trading portfolio and other operating result.
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Major income and cost items for individual categories of banks in 2021?

As a percentage of operating income

Banks
with
special,
develop-
Regional ment and
banks Building  other
All cat- and other Credit Mort- and loan  central
egories commer-  Landes- Savings coope- gage asso- support
Item of banks  Big banks cial banks banken banks ratives banks ciations tasks
Net interest income 65.1 57.5 53.7 70.7 68.1 70.6 129.2 116.9 68.4
Net commission income 30.0 411 32.8 16.1 31.7 26.6 - 88 -18.2 24.4
Result from the trading
portfolio 3.9 7.3 5.8 10.7 0.0 0.0 0.0 0.0 6.2
Other operating result 0.9 - 59 7.7 2.5 0.1 2.8 -20.4 1.2 1.1
Operating income 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
General administrative
spending =729 -99.2 - 60.6 -70.6 -70.8 -65.9 -525 -93.6 =555
of which:
Staff costs -37.0 -42.9 -29.0 —343 —43.2 -375 —24.6 -35.1 =271
Other administrative
spending =359 -56.3 -31.6 -36.2 =275 —284 =278 —58.5 —283
Result from the valuation
of assets - 28 - 25 - 64 0.6 - 0.6 - 0.1 = 95 - 0.7 = 9.7
Other and extraordinary
result = 28 - 4.0 =11.2 8.1 - 0.6 = 0.5 63.5 2.5 3.7

Deutsche Bundesbank

income from value readjustments to loans and
advances, and provisions for contingent liabil-
ities and for commitments doubled on the year
to €3.4 billion. This item had still been declin-
ing in 2020. In absolute terms, at €7.9 billion,
the decrease in the depreciation of and value
adjustments to loans and advances, and provi-
sions for contingent liabilities and for commit-
ments accounted for just over 80% of the total
decline in net valuation charges.

There were several reasons for this develop-
ment. For example, the high number of de-
faults on loans feared at the beginning of the
coronavirus pandemic did not materialise, not
least due to extensive fiscal and monetary pol-
icy measures.*® Furthermore, given the more
favourable macroeconomic situation overall
and with the share of non-performing loans in
the total credit volume declining up to the third
quarter of 2021, German banks still assessed
credit risk to be low.4”

The reduction in net valuation charges was
generally observed across all categories of
banks, albeit to varying degrees. In particular,
savings banks and credit cooperatives — which
together generated more than half of the ag-
gregate profit for the financial year before tax
in 2021 — but also big banks reduced their net
valuation charges by around 90% or more on
the year. In contrast to the overall develop-
ment, however, a relatively large share of the
drop in net valuation charges at savings banks
and credit cooperatives was also attributable to
higher income from value readjustments to
loans and advances, and provisions for contin-
gent liabilities and for commitments. Mean-
while, at around 40%, regional banks and
other commercial banks decreased their net
valuation charges to a comparatively moderate
degree, even though they had made the larg-

46 See Deutsche Bundesbank (2022a), p. 30.
47 See Deutsche Bundesbank (2022a), pp. 30f. and
Deutsche Bundesbank (2021a), p. 41.

All categories of
banks reduced
their net valu-
ation charges
on a large scale



Operating
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major driver of
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for the financial
year before tax
behind net valu-
ation charges

Growth in oper-
ating income
chiefly driven by
net commission
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Net valuation charges overall and by component”

%

+10 Depreciation and value adjustments’
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Income from value readjustments?
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* Relative to the annual average lending portfolio. 1 In respect of loans and advances, and provisions for contingent liabilities and for
commitments. 2 In respect of loans and advances, and provisions for contingent liabilities and for commitments.

Deutsche Bundesbank

est contribution in absolute terms to the in-
crease in net valuation charges in 2020.

German credit institutions’ operating business
proved robust in 2021 despite the prolonged
negative interest rate environment and the
coronavirus pandemic. Operating income*® ex-
panded relatively sharply on the year by €5.8
billion (+4.8%). Thus, both the absolute and
percentage increase were more than three
times the level recorded in 2020. Furthermore,
operating income in 2021 was the second
major driver of the increase in the aggregate
profit for the financial year before tax; none-
theless, the decline in net valuation charges
was almost twice as significant.

The expansion in operating income in 2021
was primarily caused by strong growth in net
commission income. Increases in net interest
income and the trading result also had a posi-
tive impact on operating income. Taken to-
gether, however, these increases were just suf-
ficient to offset the decline in the other operat-
ing result. In line with this, the shares of the in-
dividual sources of income in total operating
income shifted slightly. With a share of around
two-thirds of operating income, net interest in-
come was again the most important source of
income for German banks in 2021. However, its
share in operating income fell again compared

with 2020. By contrast, net commission income
built up its role as the second most important
source of income, accounting for 30% of oper-
ating income. The trading result and other op-
erating result remained only of minor import-
ance overall.

After all categories of banks except for savings
banks had recorded increases in their operating
income in 2020, the picture was much more
mixed in 2021. For example, growth in operat-
ing income was observed particularly at re-
gional banks and other commercial banks and
at credit cooperatives. Due to the growing im-
portance of Brexit banks, regional banks and
other commercial banks recorded the largest
growth, both in absolute terms (+€4.2 billion)
and in relative terms (+19.5%), driven primarily
by net commission income and the trading re-
sult. Credit cooperatives came in second with
an increase of +€1.0 billion; they benefited
chiefly from net commission income, followed
by net interest income.

In 2021, it was mainly big banks and once more
savings banks that recorded declines in their
operating income (-€0.6 billion and -€0.2 bil-
lion, respectively). In the case of savings banks,

48 Sum of net interest income, net commission income, re-
sult from the trading portfolio and other operating result.
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Credit institutions' risk provisioning
(result from the valuation of assets)"

€ billion
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* Net valuation charges excluding investment in tangible and
financial fixed assets. Where credit institutions have been reas-
signed to a different category of banks, this is taken into ac-
count as of the date of reclassification. 1 Branches of foreign
banks, mortgage banks, banks with special, development and
other central support tasks, and building and loan associations.
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Net interest income generated by credit
institutions’
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* Where credit institutions have been reassigned to a different
category of banks, this is taken into account as of the date of
reclassification. 1 Branches of foreign banks, mortgage banks,
banks with special, development and other central support
tasks, and building and loan associations.

Deutsche Bundesbank

a relatively steep drop in net interest income
outstripped the increase in net commission in-
come. By contrast, big banks saw a sharp de-
crease in the other operating result outweigh
their otherwise positive growth in net interest
income and commission income.

German credit institutions’ net interest income
rose slightly in the year under review for the
first time since 2018 and, at €82.2 billion, was
€1.2 billion (+1.4%) higher than in the previous
year. This was mainly due to higher current in-
come from shares and other variable-yield
securities, as well as from participating inter-
ests, which are likewise included in net interest
income. By contrast, net interest income in the
narrower sense, i.e. the contribution to earn-
ings by interest-related business, improved only
slightly despite increased lending. Looking at
the categories of banks, the rise in net interest
income was generally broad-based: with the
exception of savings banks and building and
loan associations, all of the categories of banks
under review*? recorded higher net interest in-
come than in 2020. The largest individual con-
tributions to the growth in total net interest in-
come were made by big banks as well as re-
gional banks and other commercial banks, ac-
counting for €0.5 billion each. Landesbanken
and credit cooperatives also made significant
contributions to the overall expansion, each re-
cording a rise in net interest income of €0.3 bil-
lion on the year. Conversely, with a drop of
€0.9 billion (-4.2%), savings banks were the
only category of banks to record a significant
decline in net interest income.>°

Overall, the increase in net interest income in
2021 was achieved on the back of parallel de-
velopments in interest income and interest ex-
penditure. Thus, interest income in the broader

49 Big banks, regional banks and other commercial banks,
branches of foreign banks, Landesbanken, credit coopera-
tives, mortgage banks, as well as banks with special, devel-
opment and other central support tasks.

50 At €0.02 billion, the decline in net interest income
among building and loan associations was very small and
had virtually no impact on the overall change.

Net interest
income rose
again slightly for
the first time
since 2018, but
interest income
continued to fall



Fall in interest
income more
than offset over-
all by lower
interest expend-
iture in 2021

Interest margins
fell to new lows
despite rise in
net interest
income

sense>! fell by €9.1 billion on the year in 2021,
while interest expenditure dropped by €10.2
billion over the same period. Unlike in previous
years, German credit institutions were able to
more than offset the decline in interest income
by lowering interest expenditure in the report-
ing year. Moreover, this development was ob-
served not only at the aggregate level, but also
across all categories of banks®? except savings
banks and building and loan associations.

In the reporting year, the persistent negative
interest rate environment led to lower interest
income for German credit institutions, not only
as a result of the negative remuneration of ex-
cess liquidity in the Eurosystem’s deposit facil-
ity.>3 In fact, interest rates for lending dropped
again, according to data from the MFI interest
rate statistics. Alongside interest rates on loans
to enterprises, this particularly related to inter-
est rates in the high-volume business of lending
to households. As a consequence, even the
high growth in the volume of lending business
— especially in the granting of new housing
loans — was unable to halt the decline in inter-
est income. However, in 2021, German banks
made greater use of instruments to lower their
interest expenditure than they had in the previ-
ous year. This included the near full utilisation
of exemption allowances, introduced at the
end of 2019, for the negative deposit facility
rate as well as the further expanded use of re-
financing operations with the Eurosystem at
sometimes negative rates (in particular TLTRO-
[11).>4 Moreover, further extensive changes to
terms and conditions for customer deposit
business (including the increased passing on of
negative interest rates)®>> contributed to the
decrease in interest expenditure. >®

Although German credit institutions managed
to slightly improve their net interest income in
2021 as against the previous year, the interest
margin (net interest income in the broader
sense in relation to annual average total assets)
fell by 0.01 percentage point to the new low of
0.87% in the reporting year. The dampening
effect of balance sheet growth on the interest

Deutsche Bundesbank
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margin proved to be twice as large as the posi-
tive effect that the increase in net interest in-
come had on the interest margin. In the case of
savings banks and credit cooperatives, whose
business models are shaped by interest-related
business in particular, the declines seen in inter-
est margins of 0.16 percentage point and
0.09 percentage point respectively were, in
fact, largely driven by strong balance sheet
growth. At the same time, interest income in
the narrower sense decreased again in both
categories of banks despite the strong expan-
sion of lending. Nevertheless, savings banks
and credit cooperatives continued to record
the highest interest margins among all categor-
ies of banks under review in 2021, at 1.31%
and 1.47% respectively, even though these
were new lows in both cases.

Net commission income increased by €5.8 bil-
lion (+17.9%) on the year to €37.9 billion. Both
the absolute increase and the growth rate were
more than six times higher in the reporting year

51 Interest income in the narrower sense plus current in-
come from variable-yield securities, participating interests
and shares in affiliated enterprises as well as income from
profit pooling, profit transfer agreements and partial profit
transfer agreements.

52 Big banks, regional banks and other commercial banks,
branches of foreign banks, Landesbanken, credit coopera-
tives, mortgage banks, as well as banks with special, devel-
opment and other central support tasks.

53 In its Annual Report for 2021, the Bundesbank reported
interest income from negatively remunerated deposits by
German banks in the deposit facility amounting to €4.8 bil-
lion (previous year: €2.7 billion). This figure already takes
into account the deposit facility’s two-tier remuneration
system. The sharp rise, which is likely to have been re-
flected in higher interest expenditure at German banks,
was due to a 73% increase in negatively remunerated hold-
ings in the deposit facility. See Deutsche Bundesbank
(2022a), pp. 71ff.

54 In 2021, German credit institutions made greater use of
TLTRO-III than in 2020, using it to generate interest income
of €4.0 billion (previous year: €1.8 billion), as outlined in
the Bundesbank’s Annual Report for 2021. See Deutsche
Bundesbank (2022a), pp. 71ff.

55 According to the MFI interest rate statistics, the average
interest rate on new overnight deposits from non-financial
corporations was -0.09% in December 2020. In December
of the reporting year, this figure had already reached
-0.14%. The average interest rate on new overnight de-
posits from retail customers was virtually zero in December
2020, moving into negative territory for the first time in
February 2021, and standing at -0.01% in December 2021.
56 For an assessment of the extent to which changes to
terms and conditions in deposit business lowered interest
expenditure in 2021, see the box on pp. 84f.
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Change in German banks’ interest expenditure caused by
adjustments to terms and conditions in deposit business
with non-banks in the 2021 calendar year

In terms of content and methodology, the
following analysis is based on the box en-
titled “Change in German banks’ interest
expenditure caused by adjustments to
terms and conditions in deposit business
with non-banks in the 2020 calendar year”,
which was included in the September 2021
Monthly Report as part of the article on the
performance of German credit institutions
in 2020. In the context of the negative
interest rate environment prevailing since
2014, this box will estimate the amount by
which German banks used adjustments to
terms and conditions in deposit business to
lower their interest expenditure during cal-
endar year 2021 compared with the previ-
ous year. All deposits held by non-banks
(non-MFls) are included in the analysis.
Other effects of negative interest rates on
banks’ interest expenditure and interest in-
come as well as on all other income and ex-
penditure items are disregarded, however.
The following analysis therefore does not
allow a conclusive assessment of the overall
effect of negative interest rates on banks’
profitability.”

The table on p. 85 summarises the results
of the calculations. Compared with 2020,
interest expenditure in deposit business is
likely to have fallen by an estimated €1.6
billion in 2021. The decline was almost 20%
larger than in the previous year (-€1.3 bil-
lion), with residents’ deposit business again
accounting for the lion’s share of the reduc-
tion, at around €1.4 billion. Interest ex-
penditure in business with non-resident de-
positors dropped by just under €0.2 billion
on the year.

In 2021, the decline in interest expenditure
was greater than in 2020 in almost all de-
posit categories. As in the previous year,
German banks reduced their interest ex-
penditure on sight deposits and time de-
posits in particular during the reporting
year. At €0.6 billion, the fall in interest ex-
penditure on sight deposits was up by a
relatively moderate amount (around 10%)
on the previous year's figure, while the de-
crease in interest expenditure on time de-
posits, at just over €0.8 billion, was around
40% higher than in 2020. Only in the case
of savings deposits and long-term time de-
posits held by non-financial corporations
and non-resident depositors did interest ex-
penditure decline more slowly than in the
previous year.

Once again, the introduction and/or expan-
sion of negative deposit rates also had an
impact on overall developments. Around
half of the total reduction in interest ex-
penditure was achieved through (increas-
ingly) negative average interest rates on de-
posits. In addition to the increase in the
negative average interest rate on short-term
time deposits, in 2021 this was probably
partly due, in particular, to the interest on
households’ sight deposits. The latter had
moved closer and closer to the zero mark
up until January 2021, but remained in posi-
tive territory. From February 2021 onwards,
however, consistently negative average
interest rates on households’ sight deposits
were observed for the first time, and these
expanded over the course of the year.

1 For further methodological notes, see Deutsche
Bundesbank (2021e), pp. 107 f.
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Change in interest expenditure” in existing deposit business with the
non-financial sector in 2021 vs. 2020 and 2020 vs. 2019

€ million
Non-
Residents residents Total
of which:
Introduction
or expan-
Non- Total sion of
financial Othernon-  change Change negative
corpor- financial in interest Depositors,  in interest deposit
Deposit category Households  ations sector expenditure  total expenditure  interest
Deposits repayable
on demand
2020 -149.25 1 -23527 ' -11743 - 50195 1 - 6623 - 56817 1 -41892
2021 1 -15850 1 -279.16 1 -11788 - 55554 1 — 7204 - 62758 1 -469.08
Savings deposits2
2020 - 166.26 - 085 - 167.11 - 194 - 169.04
2021 -113.80 - 036 - 114.16 - 149 - 115.66
Fixed-term deposits
Maturity < 2 years
2020 - 038 ' - 7233 1 -11555 - 18826 1 - 6320 - 25146 1 -22891
2021 - 2359 1 -10457 ' -11237 - 24054 1 -12366 - 364.19 1 -340.60
Maturity > 2 years
2020 —226.82 - 3133 -119.09 - 377.24 36.59 - 340.65
2021 —228.76 - 29.57 —236.21 — 49454 36.54 - 458.00
Total
2020 —1,234.55 - 9477 —1,329.32 —647.83
2021 —1,404.78 -160.65 —1,565.43 —809.68

* Negative values indicate a decrease in interest expenditure. 1 Reduction in interest expenditure in deposit business as a result
of negative average interest rates. 2 Households’ and non-financial corporations’ holdings of savings deposits are reported only

jointly in the MFI interest rate statistics.
Deutsche Bundesbank

The fall of around €1.6 billion in interest ex-
penditure in deposit business also more
than offset the net interest expenditure
caused by the negative interest rates on the
deposit facility in the 2021 calendar year, to
a greater extent than in 2020. Net interest
expenditure is calculated as interest ex-
penditure from remuneration of excess
liquidity less interest income from participa-
tion in the negatively remunerated targeted
longer-term refinancing operations (TLTRO-
). It fell by around 20% to €0.8 billion in
the 2021 calendar year.?

2 See Deutsche Bundesbank (2022a), pp. 71ff. Accord-
ing to data in the Bundesbank’s Annual Report for
2021, German banks are likely to have incurred interest
expenses of €4.8 billion from the negative remuner-
ation of the balances in the deposit facility (previous
year: €2.7 billion). This figure already takes into ac-
count the deposit facility’s two-tier remuneration sys-
tem. In the same period, German credit institutions
generated interest income of €4.0 billion from partici-
pation in TLTRO-III (previous year: €1.8 billion). At €0.8
billion on balance, German banks" direct net interest
expenditure incurred through negative interest rates
on the deposit facility is thus likely to be 20% lower in
2021 than in the previous year (2020: €1.0 billion).
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Interest received and interest paid by credit institutions

As a percentage of total assets’

Memo item:
Bond yield?

Interest
received

Interest paid
Memo item:

Money market
rate/three-month EURIBOR?

Interest margin
2.5 (enlarged scale)

Interest margin

+12

+11

+10

1981 85 90 95 00

05 10 15 21

1 Up to end-1998, as a percentage of the average volume of business. 2 Average yield on domestic bearer debt securities. 3 Up to
end-1998, money market rate for three-month funds in Frankfurt am Main.
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than in 2020. The role of net commission in-
come as the second most important source of
income after net interest income thus con-
tinued to grow. In addition, net commission in-
come in 2021 was well above the long-term
average of €28.6 billion. The main drivers of
growth across all categories of banks were
strong growth in securities and deposit busi-
ness with customers, in payments, in brokerage
business and in asset management, but also in
fees for services.

In contrast to the previous year, developments
in 2021 were very consistent when comparing
the categories of banks. With the exception of
branches of foreign banks and mortgage
banks, all categories of banks®” substantially in-
creased their net commission income. Regional
banks and other commercial banks, in particu-
lar, recorded high growth rates (+41.4%). Al-
though this category of banks only generated a
little less than one-quarter of total net commis-
sion income, it accounted for just over 40% of

the overall increase in net commission income.
Brexit banks once again proved to be the major
driver of this development, as their business
models are geared more towards commission-
based activities than those of most other banks
in Germany.

By contrast, the savings banks and credit co-
operatives made disproportionately small con-
tributions to the increase in aggregate net
commission income, with comparatively minor
improvements in their individual net commis-
sion income (+6.7% and +8.5%, respectively).
Savings banks generated just under one-
quarter of total net commission income, but
contributed only around 10% to the overall in-
crease. Credit cooperatives contributed around
8% to the overall increase, although their share

57 Big banks, regional banks and other commercial banks,
Landesbanken, savings banks, credit cooperatives, building
and loan associations as well as banks with special, devel-
opment and other central support tasks.



Overall, commis-
sion margin rose
to highest level
since start of the
negative interest
rate phase in
2014 and was
well above the
long-term
average

Developments in
commission
margin hetero-
geneous across
categories of
banks, however

Trading result
again strongly
improved, pri-
marily due to a
sharp rise at
regional banks
and other com-
mercial banks

in aggregate net commission income came to
about 16%.

Following its decline in 2020, the commission
margin (net commission income in relation to
annual average total assets) rose by 0.05 per-
centage point to 0.40% in the reporting year,
outstripping the long-term average of 0.35%.
Growth in annual average total assets again
had a dampening effect on the commission
margin in the reporting year, but unlike in the
previous year, the positive effect of the sharp
rise in net commission income was the domin-
ant factor.

A comparison of the various categories of
banks, however, revealed mixed developments.
Commission margins were seen to increase, in
particular, at big banks (+0.11 percentage point)
and regional banks and other commercial
banks (+0.07 percentage point). Just under half
of the sharp increase in the case of big banks
was attributable to annual average total assets
declining steeply. By contrast, the strong bal-
ance sheet growth at regional banks and other
commercial banks ate up around two-thirds of
the increase in the commission margin due to
the higher net commission income.

At savings banks and credit cooperatives, bal-
ance sheet growth likewise had a dampening
effect on the increase in the commission mar-
gin. Despite higher net commission income,
the commission margin of credit cooperatives
remained unchanged at the previous year’s
level; savings banks recorded a slight decline in
the commission margin of 0.01 percentage
point.

The net result from the trading portfolio rose
by €1.4 billion (+40.3%) on the year in 2021
and, at €4.9 billion, was well above the long-
term average of €3.6 billion. As a result, the
share of operating income accounted for by
the trading result also grew to just under 4%
(previous year: just under 3%). In addition, the
trading result in the reporting year was more
than four times as large as the other operating

Deutsche Bundesbank
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Net commission income generated by
credit institutions’
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* Where credit institutions have been reassigned to a different
category of banks, this is taken into account as of the date of
reclassification. 1 Branches of foreign banks, mortgage banks,
banks with special, development and other central support
tasks, and building and loan associations.
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result, after both had been at the same level in
2020.

As in previous years, the trading result was still
primarily relevant for big banks, regional banks
and other commercial banks as well as Landes-
banken. While the trading result of the big
banks stayed at the previous year’s level, re-
gional banks and other commercial banks
proved to be the main drivers of overall growth
in the reporting year. Owing to business reloca-
tions in the wake of Brexit, they more than
doubled their trading result for the second time
in a row, boosting it by €0.9 billion to €1.5 bil-
lion. They also generated the second-highest
trading result after the big banks and were thus
still ahead of the Landesbanken, which likewise
almost doubled their result from the previous
year, at €0.9 billion. Together, these three cat-
egories of banks generated just under 90% of
the overall trading result.
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Credit institutions' trading result’
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* Where credit institutions have been reassigned to a different
category of banks, this is taken into account as of the date of
reclassification. 1 Branches of foreign banks, mortgage banks,
banks with special, development and other central support
tasks, and building and loan associations.
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Credit institutions' other operating
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reclassification. 1 Branches of foreign banks, mortgage banks,
banks with special, development and other central support
tasks, and building and loan associations.
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The other operating result>® declined by more
than two-thirds (-€2.5 billion) to €1.2 billion in
2021. The share of operating income ac-
counted for by the other operating result thus
fell to below 1% in the reporting year. This de-
cline was attributable almost exclusively to big
banks, whose other operating result was down
by €2.9 billion year on year. This was chiefly
due to net expenditure arising from the
marking-up of provisions for pensions and
other post-employment benefit obligations.

Unlike in 2019 and 2020, the balance in the
other and extraordinary account® in the re-
porting year was only of minor importance for
the increase in the aggregate profit for the
financial year. Despite a significant improve-
ment of almost 40% (in absolute terms: +€2.3
billion), in 2021 the balance in the other and
extraordinary account made a comparatively
small contribution to growth in aggregate
profit for the financial year. The improvement
was also driven mainly by a higher valuation of
participating interests at one institution belong-
ing to the big banks category.

General administrative spending® climbed sig-
nificantly by €5.0 billion (+5.7%) to €92.0 bil-
lion in 2021. Looking at profit for the financial
year before tax, this strong increase thus ate up

58 Summary item used to record income and charges from
operating business that have no connection to net interest
income, net commission income or the trading result. It in-
cludes leasing expenses and income, the gross result for
transactions in goods and subsidiary transactions, depreci-
ation of assets leased, other operating charges and in-
come, and other taxes as well as withdrawals from and
transfers to the fund required by the building and loan as-
sociation rules (only for building and loan associations).

59 The other and extraordinary account includes depreci-
ation of and value adjustments to participating interests,
shares in affiliated enterprises and securities treated as
fixed assets; income from value readjustments to partici-
pating interests, shares in affiliated enterprises and secur-
ities treated as fixed assets; charges and income from loss
transfers; extraordinary charges and income as well as
profits transferred under profit pooling, a profit transfer
agreement or a partial profit transfer agreement.

60 General administrative spending encompasses staff
costs and other administrative spending. Other administra-
tive spending includes, for example, investment in product
development, information technology, and digitalisation. In
addition, other administrative spending also comprises de-
preciation of and value adjustments to tangible and intan-
gible assets.

Other operating
result down by
more than two-
thirds year on
year

Balance of
other and extra-
ordinary items in
reporting year
of lesser import-
ance for devel-
opment of profit
for financial
year before tax



Increase in
general adminis-
trative spending
largely over-
shadowed
improvement

in operating
income

Breakdown of extraordinary result

€ million

Item

Other and extraordinary result

Income (total)
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Value readjustments to participating interests, shares in affiliated enterprises,

and securities treated as fixed assets
from loss transfers

Extraordinary income

Charges (total)

Depreciation of and value adjustments to participating interests, shares in affiliated

enterprises, and securities treated as fixed assets
from loss transfers

Extraordinary charges

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

transfer agreement

Deutsche Bundesbank

around 84% of the improvement in operating
income. In particular, disproportionately large
increases in the general administrative spend-
ing of big banks (+€1.9 billion) and regional
banks and other commercial banks (+€2.2 bil-
lion) led to the sharp overall increase. Together,
these two categories of banks accounted for
around 80% of the overall rise in general ad-
ministrative spending. By contrast, credit co-
operatives recorded only a slight increase
(+€0.3 billion), while savings banks’ spending
stagnated.

Increased staff costs and higher other adminis-
trative spending made equal contributions to
the overall rise in general administrative spend-
ing. The share of total general administrative
spending accounted for by staff costs remained

2019 2020 2021p

- 16,133 - 5,822 —3,554
4,201 4,247 5713
1,609 1,350 2,145
734 590 1,220
1,858 2,307 2,348
—20,334 - 10,069 —9,267
-12,158 - 2,839 — 1,494
- 908 - 328 - 318
- 3,152 - 3,972 —3,585
- 4,116 - 2,930 —-3,870

Credit institutions' administrative
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* Where credit institutions have been reassigned to a different
category of banks, this is taken into account as of the date of
reclassification. 1 Branches of foreign banks, mortgage banks,
banks with special, development and other central support
tasks, and building and loan associations.
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Higher staff
costs and other
administrative
spending con-
tributed equally
to overall
increase in gen-
eral administra-
tive spending

Ratio of credit institutions’
administrative spending to operating
income”
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* Sum of net interest income, net commission income, result
from the trading portfolio and other operating result.
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Cost/income ratios by category

of banks
%
General administrative spending
in relation to operating income?
Category of banks 2019 2020 2021p
All categories of banks 76.0 723 72.9
Commercial banks 84.9 77.7 79.9
Big banks 100.9 90.3 99.2
Regional banks and other
commercial banks 64.4 62.4 60.6
Branches of foreign banks SALA 53.2 46.2
Landesbanken 78.5 75.9 70.6
Savings banks 71.4 70.1 70.8
Credit cooperatives 67.2 67.2 65.9
Mortgage banks 51.2 49.0 52.5
Building and loan
associations 94.6 91.4 93.6
Banks with special,
development and other
central support tasks 59.7 56.2 55.5

1 Sum of net interest income and net commission income plus
result from the trading portfolio and other operating result.

Deutsche Bundesbank

stable year on year at just under 51%.5" Amongst
other things, higher social security contribu-
tions and restructuring expenses for early re-
tirement schemes or severance payments led to
the increase in staff costs. The increase in other
administrative spending was primarily attribut-
able to IT and digitalisation costs. However,

higher expenditure in connection with the
European bank levy and the statutory deposit
guarantee fund also had an impact on other
administrative spending. In addition, intangible
assets were amortised heavily in some cases.

Cost efficiency

Measured by the cost/income ratio in its broad
definition (administrative spending relative to
operating income), German credit institutions’
cost efficiency deteriorated slightly in 2021.
Despite higher operating income, the rise in
administrative spending led to a year-on-year
increase in the cost/income ratio of 0.6 per-
centage point to 72.9%. The cost/income ratio
thus remained well above the long-term aver-
age of 68.2%.

In a comparison of the categories of banks, big
banks recorded the largest deterioration in the
cost/income ratio, with an increase of 8.9 per-
centage points compared with the previous
year. Here, the sharp rise in administrative
spending was responsible for around three-
quarters of the increase; around one-quarter
was caused by the decline in operating income.
At 99.2%, the big banks also continued to re-
cord the highest cost/income ratio across all
categories of banks. Savings banks’ cost/in-
come ratio deteriorated by 0.7 percentage
point, even though their administrative spend-
ing remained virtually unchanged as against
2020. In their case, the change in the cost/
income ratio in the reporting year was caused
almost exclusively by the decline in operating
income. By contrast, credit cooperatives im-
proved their cost/income ratio by 1.3 percent-
age points in 2021, as their operating income
rose more than their administrative spending.

61 Comparing the categories of banks under analysis, the
share of staff costs at savings banks (around 61%) and at
credit cooperatives (around 57%) remained above average
in the reporting year owing to their heavily staff-based
business model with many branches nationwide. At big
banks, by contrast, staff costs accounted for a share of
around 43%.

Cost efficiency
slightly worse
overall year on
year
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Estimation of the effect of an interest rate reversal on the
interest margin of German credit institutions

Given the current interest rate reversal, the
following is an estimation of the impact of
an interest rate hike on the interest margin
of German banks. It does not, however, in-
clude a comprehensive quantification of the
overall effect on banks’ profitability; for ex-
ample, derivative interest rate hedges are
not taken into account. Nor does it include
an assessment of any need for write-downs
that may arise from price losses on secur-
ities held for banks" own accounts.

For the purposes of the estimation, an inter-
est rate shock in the form of an unexpected
parallel shift in the yield curve by +2% is as-
sumed. This is consistent with the Basel
interest rate shock scenario, which banking
supervisors regularly use to measure banks'’
interest rate risk." The central data for the
analysis consists of the balance sheet and
maturity structure of each institution as ap-
proximated using the monthly balance
sheet statistics as at the reporting date of
31 December 2021.2 This is then used to
calculate the change in an institution’s
interest margin in the first, second and third
years after the interest rate increase. A con-
stant balance sheet structure is assumed
here. If a transaction expires within the
three-year observation period, it is fully re-
placed by a similar transaction — under new
conditions — in the same month it expired.
Furthermore, as per the empirical evidence,
it is assumed that banks pass on the interest
rate increase in lending business in full, but
pass it on only partially in deposit business
with non-banks.3

The effect of relief arising from the cessa-
tion of negative remuneration on banks’
central bank balances is not modelled.
Therefore, the results are only suitable for

interpreting interest rate increases above
the zero lower bound on interest rates
reached by the policy rate as a result of the
monetary policy decisions of 21 July 2022.
When classifying the results, it should also
be borne in mind that interest rate increases
are anticipated by the markets and banks,
which can lead to a steeper, flatter or
humped vyield curve. Compared with the
unexpected parallel shift, a steeper curve is
likely to generally mitigate the negative im-
pact on earnings, while a flatter curve could
amplify said impact. On the whole, how-
ever, the present assessment is likely to be
considered conservative.

The chart on p. 92 summarises the results
of the analysis by showing the change in
the interest margin from its baseline as at
31 December 2021.4

Overall, the majority of institutions would
suffer only small reductions in the interest
margin in the short term. In the medium
term, however, an interest rate reversal
should have a marked positive impact on
the interest margin of German banks across
the board, as the proportion of higher-
yielding claims in the banking book is likely
to gradually increase and rising market
interest rates are liable to only partially be
passed on to depositors.

1 See Deutsche Bundesbank (2017), p. 49.

2 See the chapter on monthly balance sheet statistics
in Deutsche Bundesbank (2022e).

3 See Busch and Memmel (2021).

4 Here, the balance sheet value as at 31 December
2021 is used instead of the annual average total assets
when calculating the interest margin. The reason for
this is that the change in net interest income was esti-
mated for a balance sheet structure that had remained
constant since the end of 2021.
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benefit from an interest rate increase. Just
over 90% of institutions would see positive
effects in the second year after the interest
rate hike (almost all institutions in the third
+04 year). The increase in the aggregate interest
- margin of all banks would amount to

Change in the interest margin

Percentage points

+0.5

+0.3
around 0.13 percentage point in the second
w02 Aggregate of L year after the interest rate shock (0.19 per-
I bank: o . . .
T an: ® centage point in the third year).
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0
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Year 1 Year 2 Year 3

Year following the interest rate shock
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According to the results of the analysis, the
short-term impact on the interest margin of
individual banks is nevertheless heteroge-
neous. Although the interest margin of the
aggregate of German banks already rises by
around 0.08 percentage point in the first
year after the interest rate hike, interest
margins actually fall at around 60% of insti-
tutions. For just under 30% of institutions,
the decline in the interest margin would be
stronger than the decline in the aggregate
interest margin in the business environment
of 2020, which was shaped by the corona-
virus pandemic.® A significant decline in the
interest margin of more than 0.20 percent-
age point® would be expected at only
around 1% of institutions.

The heterogeneity of the short-term impact
of an interest rate reversal is also evident at
the bank category level. The analysis shows
less than 5% of commercial banks and one-
third of Landesbanken experiencing falling
interest margins in the first year, compared
with three-quarters of credit cooperatives
and two-thirds of savings banks, along with
around half of the remaining institutions.

5 In 2020, the aggregate interest margin fell by
0.09 percentage point on the year.

6 This corresponds to just under one-quarter of the
margin of German institutions is likely to  annual average interest margin in 2021.

In the medium term, however, the interest



Business envir-
onment increas-
ingly challen-
ging for German
credit institu-
tions

B Outlook

This year, numerous developments are having
an impact on the business environment for
German credit institutions. Uncertainty sur-
rounding the economic setting is increasing for
now. The elimination of most coronavirus miti-
gation measures lent a strong boost to service
providers, which had been hit particularly hard
by them, and to the attendant consumption
expenditure.®? However, economic develop-
ments are increasingly being affected by the
impact of the Russian war of aggression on
Ukraine. The main adverse factors here are
high commodity prices, severe trade restric-
tions due, amongst other things, to sanctions
and countermeasures, and potential energy
shortages.®? If the economic environment de-
teriorates further, this could also weigh on the
profitability of German banks, through higher
credit losses for example. Additionally, high in-
flation and the level of uncertainty, particularly
with regard to the energy supply, are major
burdens on enterprises and households®* and
could ultimately increase counterparty credit
risk by way of reduced debt servicing capacity.

Furthermore, the ECB has changed its monet-
ary policy stance in view of already high infla-
tion rates and further increases in inflation ex-
pectations. Net purchases under the PEPP and
the APP were discontinued at the end of March
2022 and end of June 2022 respectively, and

B List of references

Deutsche Bundesbank
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the interest rate reversal commenced with the
interest rate decision of 21 July 2022. However,
the continued reinvestment of freed up funds
from the purchase programmes is intended to
ensure, amongst other things, that banks have
sufficient liquidity. Although the rising interest
rate level could weigh on German banks’
profitability in the short term, the earnings-
enhancing effects of monetary policy normal-
isation are likely to bolster the performance of
German institutions in the medium term.6>

The profitability of German institutions will
probably also continue to be affected by struc-
tural changes in future. Besides investment in
digitalisation, investments made with climate
considerations in mind will increasingly pose a
major challenge for the sector. The ECB’s cli-
mate stress test showed that German banks are
likely to cope with transition risks, but even
though German institutions performed com-
paratively well, climate risks need to be ad-
dressed in more depth overall. The extent to
which climate-related investment also offers
growth opportunities for banks thus remains to
be seen.

62 However, it is currently difficult to gauge the extent to
which new waves of coronavirus will make it necessary to
reinstate protective measures in the autumn and winter of
this year.

63 See Deutsche Bundesbank (2022d), p. 5.

64 See Deutsche Bundesbank (2022d), p. 5.

65 The box on pp. 91f. estimates the effect of the interest
rate reversal on the interest margin of German banks.
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Major components of credit institutions’ profit and loss accounts
by category of banks’

As a percentage of total assets®

Commercial banks

Banks
of which: with
special,
Regional develop-
banks ment
and and
other Building  other
All cat- commer- Credit Mort- and loan  central
egories Big cial Landes-  Savings coopera-  gage associa-  support
Financial year of banks  Total banks? banks?! banken®  banks? tives banks?! tions tasks
Interest received?
2015 2.33 1.66 1.33 2.71 3.04 2.90 2.84 4.07 3.18 2.21
2016 2.17 1.58 1.30 2.37 2.81 2.64 2.55 4.01 2.89 2.15
2017 2.00 1.54 1.26 2.25 2.74 2.42 233 3.35 2.63 1.78
2018 2.07 1.82 1.62 2.45 3.10 2.17 2.13 2.99 2.42 1.67
2019 1.91 1.58 1.41 2.09 3.23 2.03 2.00 2.80 2.34 1.52
2020 1.53 1.13 0.92 1.74 2.79 1.78 1.77 2.49 2.1 1.15
2021 1.39 0.97 0.90 1.21 2.95 1.58 1.63 2.35 1.92 0.93
Interest paid
2015 1.22 0.67 0.52 1.14 2.29 0.84 0.71 3.47 1.85 1.76
2016 1.08 0.61 0.52 0.85 2.04 0.68 0.55 3.47 1.73 1.73
2017 0.97 0.66 0.58 0.89 2.02 0.56 0.43 2.78 1.47 1.36
2018 0.99 0.82 0.77 0.98 2.43 0.44 0.33 2.25 1.29 1.28
2019 0.94 0.74 0.76 0.73 2.61 0.42 0.30 1.99 1.32 1.13
2020 0.65 0.40 0.37 0.52 2.17 0.30 0.21 1.65 1.07 0.77
2021 0.52 0.22 0.27 0.20 2.30 0.27 0.16 1.43 0.91 0.55
Excess of interest received over interest paid = net interest income (interest margin)
2015 1.1 0.99 0.81 1.56 0.76 2.06 2.14 0.60 1.32 0.45
2016 1.09 0.97 0.78 1.52 0.77 1.96 1.99 0.54 1.16 0.42
2017 1.04 0.87 0.68 1.36 0.73 1.87 1.90 0.58 1.16 0.42
2018 1.07 1.00 0.84 1.47 0.67 1.73 1.80 0.74 1.13 0.39
2019 0.97 0.84 0.65 1.36 0.62 1.61 1.70 0.81 1.03 0.38
2020 0.88 0.73 0.55 1.23 0.62 1.47 1.56 0.84 1.04 0.38
2021 0.87 0.75 0.63 1.01 0.65 1.31 1.47 0.91 1.00 0.38
Excess of commissions received over commissions paid = net commission income (commission margin)
2015 0.35 0.47 0.43 0.62 0.09 0.60 0.57 0.00 -0.27 0.11
2016 0.36 0.45 0.42 0.56 0.12 0.60 0.55 —0.01 -0.23 0.10
2017 0.37 0.45 0.43 0.54 0.13 0.64 0.57 -0.02 -0.21 0.10
2018 0.36 0.43 0.45 0.40 0.13 0.63 0.57 -0.03 -0.21 0.1
2019 0.37 0.42 0.41 0.48 0.14 0.64 0.57 -0.05 -0.23 0.12
2020 0.35 0.39 0.34 0.55 0.13 0.62 0.55 —0.05 -0.20 0.13
2021 0.40 0.49 0.45 0.62 0.15 0.61 0.55 —-0.06 -0.16 0.14

* The figures for the most recent date should be regarded as provisional in all cases. © Excluding the total assets of the foreign branches
of savings banks; excluding the total assets of the foreign branches of regional institutions of credit cooperatives until 2015; from 2016,
excluding the total assets of the foreign branches of mortgage banks; from 2021, excluding the total assets of the foreign branches of
banks with special, development and other central support tasks. For footnotes 1 and 2, see p. 96.
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Major components of credit institutions’ profit and loss accounts
by category of banks™ (cont’d)

As a percentage of total assets®

Financial year

2015
2016
2017
2018
2019
2020
2021

2015
2016
2017
2018
2019
2020
2021

2015
2016
2017
2018
2019
2020
2021

2015
2016
2017
2018
2019
2020
2021

All cat-
egories
of banks

Commercial banks

Total

of which:

Big
banks?!

General administrative spending

1.05
1.06
1.07
1.09
1.06
0.95
0.97

1.1
1.14
1.14
1.17
1.16
0.98
1.07

0.99
1.02
1.06
1.15
1.12
0.91
1.09

Result from the trading portfolio

0.04
0.04
0.07
0.04
0.03
0.04
0.05

Operating result before the valuation of assets

0.44
0.47
0.42
0.40
0.33
0.36
0.36

Result from the valua

—0.04
-0.10
—-0.04
—-0.08
—-0.08
-0.14
-0.04

0.08
0.04
0.12
0.07
0.04
0.07
0.09

0.36
0.39
0.30
0.31
0.21
0.28
0.27

—-0.03
-0.14
—-0.02
-0.06
-0.16
-0.21
—0.06

0.09
0.04
0.15
0.09
0.05
0.07
0.08

0.20
0.23
0.13
0.16
—-0.01
0.10
0.01

tion of assets

0.00
-0.16

0.03
—0.02
=0.19
-0.19
—-0.03

Regional
banks
and
other
commer-
cial
banks?

1.53
1.49
1.41
1.32
1.32
1.24
1.14

0.04
0.04
0.03
0.03
0.02
0.06
0.11

0.84
0.83
0.67
0.68
0.73
0.75
0.74

-0.14
-0.10
-0.12
-0.16
=0.10
-0.26
-0.12

Landes-
banken?

0.63
0.66
0.71
0.69
0.66
0.62
0.65

0.05
0.11
0.11
0.08
0.05
0.05
0.10

0.28
0.38
0.27
0.21
0.18
0.20
0.27

-0.10
-0.38
-0.24
-0.33
—-0.04
-0.07
-0.01

Savings
banks!

1.81
1.74
1.69
1.65
1.61
1.47
1.36

0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.82
0.83
0.83
0.77
0.65
0.62
0.56

0.01
0.09
0.02
-0.06
—0.02
-0.14
—-0.01

Credit
coopera-
tives

1.82
1.73
1.66
1.59
1.55
1.45
1.37

0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.91
0.87
0.86
0.81
0.76
0.71
0.71

—0.06
0.01
—0.02
-0.10
0.04
—-0.07
0.00

Mort-

gage
banks?

0.30
0.32
0.38
0.42
0.40
0.37
0.37

0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.29
0.21
0.16
0.28
0.38
0.39
0.34

—-0.09
—-0.04

0.01
-0.15
—0.05
-0.15
-0.07

Building
and loan
associa-
tions

0.81
0.83
0.83
0.82
0.77
0.78
0.80

0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.23
0.43
0.42
0.11
0.04
0.07
0.05

—-0.03
0.01
—-0.03
0.01
0.02
-0.03
-0.01

Banks
with
special,
develop-
ment
and
other
central
support
tasks

0.32
0.33
0.33
0.34
0.31
0.30
0.31

0.03
0.04
0.03
0.03
0.03
0.03
0.03

0.26
0.25
0.23
0.18
0.21
0.23
0.25

-0.03
—0.07
—-0.07
—0.02
—0.05
—0.08
—0.05

For footnotes * and ©, see p. 95. 1 From 2018, DB Privat- und Firmenkundenbank AG allocated to the category “Big banks”, merger with
Deutsche Bank AG in 2020. From 2018, HSH Nordbank allocated to the category “Regional banks and other commercial banks” and
Landesbank Berlin allocated to the category “Savings banks”. DSK Hyp AG (formerly SEB AG) allocated to the category “Mortgage banks”.
Wistenrot Bank Aktiengesellschaft Pfandbriefbank allocated to the category “Regional banks and other commercial banks”. 2 Interest
received plus current income and profits transferred under profit pooling, a profit transfer agreement or a partial profit transfer agree-

ment.
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Major components of credit institutions’ profit and loss accounts
by category of banks" (cont’d)

As a percentage of total assets©

All cat-
egories
Financial year of banks

Commercial banks

Total

Operating result

2015
2016
2017
2018
2019
2020
2021

0.40
0.37
0.37
0.32
0.26
0.22
0.32

0.33
0.25
0.28
0.25
0.05
0.07
0.21

of which:

Big
banks?

0.21
0.08
0.16
0.14
-0.20
-0.09
—0.02

Other and extraordinary result

2015 =
2016 =
2017 -
2018 -
2019 =
2020 -
2021 =

Profit or loss () for the financial year before tax

2015
2016
2017
2018
2019
2020
2021

0.09
0.03
0.04
0.08
0.19
0.06
0.04

0.31
0.33
0.33
0.23
0.07
0.16
0.29

-0.19
—0.06
-0.10
-0.14
-0.43
-0.14
-0.10

0.14
0.19
0.18
0.10
-0.39
—-0.07
0.11

-0.11

0.04
—0.05
—-0.09
—0.50
-0.12
—-0.04

0.10
0.12
0.12
0.05
-0.71
-0.22
—0.06

Regional
banks
and
other
commer-
cial
banks?

0.70
0.73
0.55
0.51
0.63
0.49
0.62

—0.45
-0.36
-0.23
-0.28
-0.31
-0.18
-0.21

0.25
0.37
0.32
0.23
0.32
0.30
0.41

Profit or loss (-) for the financial year after tax

2015
2016
2017
2018
2019 -
2020
2021

0.21
0.24
0.24
0.15
0.03
0.06
0.18

0.09
0.13
0.13
0.08
-0.45
-0.13
0.06

0.06
0.09
0.09
0.05
-0.75
-0.25
—0.06

0.16
0.26
0.20
0.13
0.20
0.18
0.26

For footnotes * and ©, see p. 95. For footnote 1, see p. 96.
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Landes-
banken?

0.18
0.00
0.03
-0.12
0.14
0.13
0.26

—-0.01
—-0.05

0.07
-0.01
—0.05
—-0.07
—-0.07

0.17
—0.06
0.10
-0.13
0.10
0.06
0.19

0.10
-0.11
0.05
-0.20
0.07
0.04
0.11

Savings
banks1

0.83
0.92
0.85
0.71
0.62
0.48
0.55

-0.03
—-0.03
-0.01
—0.06

0.00
—-0.01
—-0.01

0.79
0.89
0.84
0.65
0.63
0.48
0.54

0.54
0.63
0.60
0.44
0.44
0.30
0.36

Credit
coopera-
tives

0.85
0.88
0.84
0.71
0.80
0.63
0.71

—0.02
0.04
0.00

—-0.02

—-0.02

—-0.02

-0.01

0.84
0.93
0.84
0.69
0.78
0.62
0.70

0.57
0.67
0.58
0.47
0.56
0.42
0.52

Mort-

gage
banks?

0.20
0.17
0.17
0.14
0.32
0.24
0.27

—-0.01
0.01
0.03

—-0.04

—0.09
0.11
0.45

0.20
0.18
0.21
0.09
0.23
0.35
0.72

0.17
0.14
0.13
0.04
0.16
0.06
0.24

Building
and loan
associa-
tions

0.20
0.44
0.40
0.11

0.06
0.04
0.05

0.00
—0.02
0.04
-0.01
0.13
0.04
0.02

0.20
0.41
0.43
0.11
0.19
0.08
0.07

0.16
0.34
0.37
0.05
0.15
0.04
0.02

Deutsche Bundesbank

Banks
with
special,
develop-
ment
and
other
central
support
tasks

0.23
0.18
0.15
0.17
0.16
0.15
0.20

-0.01
0.00
—0.04
—0.06
0.00
0.01
0.02

0.21
0.17
0.12
0.11
0.15
0.16
0.22

0.17
0.17
0.13
0.09
0.12
0.12
0.14

Monthly Report
September 2022
97



Deutsche Bundesbank
Monthly Report
September 2022

98

Credit institutions’ profit and loss accounts”

Interest business Commissions business
Operating
Net Net com- income3
interest mission Result (col. 3 plus
Number of income income Com- Com- from the Other col. 6 plus
reporting Total (col. 4 less  Interest Interest (col. 7 less  missions missions trading operating  col. 9 plus
institutions  assets? col. 5) received?  paid col. 8) received paid portfolio result col. 10)
Financial year 1 2 3 4 5 6 7 8 9 10 1"
€ billion
2014 1,715 8,452.6 93.4 210.8 17.4 29.3 42.6 13.3 3.6 - 25 123.8
2015 1,679 8,605.6 95.9 200.9 105.0 30.5 44.5 14.1 3.7 - 22 127.9
2016 1,611 8,355.0 91.1 181.5 90.4 29.7 43.2 13.5 3.0 4.1 128.0
2017 1,538 8,251.2 85.5 165.4 79.9 30.6 44.2 13.6 5.6 1.3 122.9
2018 1,484 8,118.3 87.2 167.8 80.6 29.5 431 13.6 3.5 0.4 120.6
2019 1,440 8,532.7 82.5 162.8 80.4 31.2 45.8 14.5 2.5 2.5 118.7
2020 1,408 9,206.9 81.1 140.5 59.4 32.1 46.7 14.5 3.5 3.7 120.4
2021 1,358 9,468.6 82.2 131.4 49.2 37.9 53.6 15.7 4.9 1.2 126.2
Year-on-year percentage change
2015 -2.1 1.8 2.7 - 47 -10.6 4.0 4.5 5.5 3.0 1.1 3.3
2016 —4.1 =29 -49 - 9.6 -13.9 -23 -3.0 -4.4 -18.4 . 0.1
2017 -45 -1.2 -6.2 - 89 -11.6 2.7 2.3 1.3 82.9 -67.9 -4.0
2018 -35 -1.6 2.0 1.4 0.8 -34 -24 -0.2 -37.7 —-70.1 =19
2019 -3.0 5.1 -54 - 3.0 - 03 5.8 6.1 6.8 —28.8 545.6 -1.6
2020 -2.2 7.9 -1.7 -13.7 —-26.0 29 2.0 0.2 42.3 46.6 1.5
2021 -3.6 2.8 1.4 - 65 -17.2 17.9 14.9 8.2 40.3 -68.4 4.8
As a percentage of total assets
2014 . . 1.10 2.49 1.39 0.35 0.50 0.16 0.04 -0.03 1.47
2015 . . 1.1 2.33 1.22 0.35 0.52 0.16 0.04 -0.03 1.49
2016 . . 1.09 2.17 1.08 0.36 0.52 0.16 0.04 0.05 1.53
2017 . . 1.04 2.00 0.97 0.37 0.54 0.17 0.07 0.02 1.49
2018 . . 1.07 2.07 0.99 0.36 0.53 0.17 0.04 0.00 1.49
2019 . . 0.97 1.91 0.94 0.37 0.54 0.17 0.03 0.03 1.39
2020 . . 0.88 1.53 0.65 0.35 0.51 0.16 0.04 0.04 1.31
2021 . . 0.87 1.39 0.52 0.40 0.57 0.17 0.05 0.01 1.33
* The figures for the most recent date should be regarded as provisional in all cooperatives until 2015; from 2016, excluding the total assets of the foreign
cases. 1 Excluding the total assets of the foreign branches of savings banks; ex- branches of mortgage banks; from 2021, excluding the total assets of the foreign

cluding the total assets of the foreign branches of regional institutions of credit branches of banks with special, development and other central support tasks.
Deutsche Bundesbank



General administrative spending

Total
(col. 13 plus
col. 14)

12

85.8
90.0
88.7
88.4
88.1
90.2
87.0
92.0

5.0
-1.5
-03
-03

2.3
-35

5.7

1.01
1.05
1.06
1.07
1.09
1.06
0.95
0.97

Staff costs

13

44.0
46.0
446
446
443
44.4
442
46.8

4.7
-3.1
-0.1
-0.6

0.4
-0.5

5.8

0.52
0.53
0.53
0.54
0.55
0.52
0.48
0.49

Total

other ad-
ministrative
spending4

14

418
44.0
44.0
438
43.9
457
428
453

53
0.1
-0.5
0.1
4.3
-6.4
5.7

0.49
0.51
0.53
0.53
0.54
0.54
0.47
0.48

Operating
result
before the
valuation
of assets
(col. 11 less
col. 12)

15

38.1
37.9
39.4
34.5
32.4
28.5
33.4
34.2

- 0.6
4.0
-12.2
- 6.0
-12.2
17.2
24

0.45
0.44
0.47
0.42
0.40
0.33
0.36
0.36

Result
from the
valuation
of assets
(other than  Operating
tangible result
or financial  (col. 15 plus
fixed assets)  col. 16)
16 17
- 66 31.5
= 35 34.4
- 88 30.6
- 36 30.9
- 68 25.7
= (&7 21.8
= 3.3 20.1
- 36 30.6
46.9 9.0
-150.3 -10.9
58.7 1.0
- 869 -16.9
0.7 -15.2
- 97.7 - 7.6
73.2 52.4
- 0.08 0.37
- 0.04 0.40
- 0.10 0.37
- 0.04 0.37
- 0.08 0.32
- 0.08 0.26
- 0.14 0.22
- 0.04 0.32

2 Interest received plus current income and profits transferred under profit pool-
ing, a profit transfer agreement or a partial profit transfer agreement. 3 Net
interest and commission income plus result from the trading portfolio and other

operating result. 4 Including depreciation of and value adjustments to tangible
and intangible assets, but excluding depreciation of and value adjustments to
assets leased (“"broad” definition).

Other

and extra-
ordinary
result

18

- 78
- 28
- 34
- 68
- 16.1
- 58

- 197
63.9
- 208
-101.0
-136.2
63.9
39.0

- 0.08
- 0.09
- 0.03
- 0.04
- 0.08
- 0.19
- 0.06
- 0.04

Profit or
loss (-) for
the financial
year before
tax

(col. 17 plus
col. 18)

19

25.0
26.6
27.8
27.5
18.9

5.6
14.3
27.1

Taxes on
income and
earnings

20

7.6
8.4
7.9
7.5
6.7
7.8
8.4
9.7

Profit or
loss (=) for
the financial
year after
tax
(col. 19 less
col. 20)
21
€ billion
17.4
18.1
19.9
20.0
12.2
- 22
59
17.3

Year-on-year percentage change

6.3
4.6

- 1.0
-315
-70.1
153.3
89.6

11.2
- 6.7
- 43
-11.2

16.6

7.5

16.1

4.1
9.9
0.4
-39.1

194.0

As a percentage of total assets

0.30
0.31
0.33
0.33
0.23
0.07
0.16
0.29

0.09
0.10
0.09
0.09
0.08
0.09
0.09
0.10

0.21
0.21
0.24
0.24
0.15
-0.03
0.06
0.18

Deutsche Bundesbank

Financial year

2014
2015
2016
2017
2018
2019
2020
2021

2015
2016
2017
2018
2019
2020
2021

2014
2015
2016
2017
2018
2019
2020
2021

Monthly Report
September 2022

99



Deutsche Bundesbank
Monthly Report
September 2022

100

Profit and loss accounts by category of banks

Interest
received?

181,543
165,387
167,777
162,805
140,502
131,409

56,451
54,373
62,134
56,720
44,739
38,899

33,572
30,216
37,924
34,920
25,257
22,111

22,343
23,545
23,562
21,153
19,073
16,741

536
612
648
647
409

47

27,464
25,797
24,895
27,818
25,055

€ million
Interest business
interest
Number of income
reporting Total (col. 4 less
institutions ~ assets? col. 5)
Financial
year 1 2
All categories of banks
2016 1,611 8,355,020 91,146
2017 1,538 8,251,175 85,486
2018 1,484 8,118,298 87,202
2019 1,440 8,532,738 82,453
2020 1,408 9,206,853 81,074
2021 1,358 9,468,587 82,227
Commercial banks
2016 171 3,580,912 34,768
2017 172 3,532,639 30,887
2018 167 3,404,697 34,140
2019 165 3,591,261 30,191
2020 164 3,966,453 28,807
2021 166 3,995,423 29,933
Big banks?
2016 4 2,575,072 20,126
2017 4 2,400,315 16,369
2018 4 2,346,111 19,751
2019 4 2,475,076 16,126
2020 3 2,748,655 15,052
2021 3 2,461,038 15,568
Regional banks and other commercial banks?
2016 148 942,665 14,369
2017 149 1,048,189 14,237
2018 145 962,520 14,149
2019 142 1,013,378 13,784
2020 139 1,094,301 13,435
2021 139 1,382,623 13,949
Branches of foreign banks
2016 19 63,175 273
2017 19 84,135 281
2018 18 96,066 240
2019 19 102,807 281
2020 22 123,497 320
2021 24 151,762 416
Landesbanken?
2016 9 975,957 7,558
2017 8 940,293 6,833
2018 6 803,978 5,365
2019 6 862,346 5,327
2020 6 898,328 5,559
2021 6 898,065 5,826

For footnotes * and 1-7, see pp. 102f.
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26,496

Interest
paid

90,397
79,901
80,575
80,352
59,428
49,182

21,683
23,486
27,994
26,529
15,932

8,966

13,446
13,847
18,173
18,794
10,205

6,543

7,974
9,308
9,413
7,369
5,638
2,792

263
331
408
366

—-369

19,906
18,964
19,530
22,491
19,496
20,670

Commissions business

Net com-
mission
income
(col. 7 less
col. 8)

6

29,746
30,559
29,522
31,244
32,137
37,904

16,204
16,027
14,514
15,154
15,439
19,719

10,817
10,205
10,573
10,154

9,311
11,124

5,286
5,712
3,827
4,864
6,015
8,506

101
110
114
136
13

89

1,216
1,238
1,074
1,226
1,147
1,326

Com-
missions
received

7

43,201
44,190
43,124
45,765
46,684
53,644

23,873
23,832
22,145
23,252
23,385
28,398

13,510
12,929
13,478
13,650
12,495
14,085

10,245
10,779
8,543
9,456
10,759
14,175

118
124
124
146
131
138

2,810
2,867
2,408
2,617
2,692
3,118

Com-

miss
paid

8

ions

13,455
13,631
13,602
14,521
14,547
15,740

7,669
7,805
7,631
8,098
7,946
8,679

2,693
2,724
2,905
3,496
3,184
2,961

4,959
5,067
4,716
4,592
4,744
5,669

1,594
1,629
1,334
1,391
1,545
1,792

Result
from the
trading
portfolio

9

3,046
5,572
3,470
2,469
3,513
4,927

1,429
4,074
2,462
1,560
2,670
3,512

1,069
3,701
2,196
1,302
2,000
1,985

340
350
261
252
660
1,515

1,026
1,059
634
466
456
886

Other
operating
result

10

4,065
1,304

390
2,518
3,691
1,165

2,427

1,959
3,074
501

405
-1,712
- 1,866

1,341
—-1,595

1,916
1,516

986
1,892
1,605
1,987

106
113
101

128
109

289
114
160
280
179
204

Operating
income3
(col. 3 plus
col. 6 plus
col. 9 plus
col. 10)

"

128,003
122,921
120,584
118,684
120,415
126,223

54,828
50,905
50,337
48,864
49,990
53,665

32,417
28,563
30,654
27,550
27,704
27,082

21,911
21,815
19,223
20,792
21,715
25,957

500
527
460
522
571
626

10,089
9,244
7,233
7,299
7,341
8,242



General administrative spending

Total
(col. 13
plus
col. 14)

12

88,653
88,389
88,135
90,191
87,023
92,019

40,723
40,400
39,899
41,481
38,867
42,887

26,378
25,324
26,944
27,806
25,003
26,866

14,065
14,795
12,702
13,391
13,560
15,732

280
281
253
284
304
289

6,412
6,699
5,538
5,729

5,574
5,815

Staff

co

13

sts

44,615
44,563
44,282
44,447
44,210
46,763

17,379
17,160
16,558
16,933
16,909
19,260

11,134
10,489
10,660
10,807
10,532
11,614

6,121
6,538
5,781
5,998
6,251

7,531

124
133
117
128
126
115

2,889
3,083
2,789
2,805

2,773
2,828

Total
other
adminis-
trative
spend-
ing4

14

44,038
43,826
43,853
45,744
42,813
45,256

23,344
23,240
23,341
24,548
21,958
23,627

15,244
14,835
16,284
16,999
14,471
15,252

7,944
8,257
6,921
7,393
7,309

8,201

156
148
136
156
178
174

3,523
3,616
2,749
2,924

2,801
2,987

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

col. 12)

15

39,350
34,532
32,449
28,493
33,392
34,204

14,105
10,505
10,438

7,383
11,123
10,778

6,039
3,239
3,710
—256
2,701

216

7,846
7,020
6,521
7,401
8,155

10,225

220
246
207
238
267
337

3,677
2,545
1,695
1,570

1,767
2,427

Result
from the
valuation
of assets
(other
than tan-
gible or
financial
fixed
assets)

16

- 8,754
- 3,619
- 6,763
6,719

13,282
3,562

- 5,130
- 540
- 1,992
- 5,743
- 8,336
- 2,338

- 4,021

666
- 382
- 4,723
- 5,270
- 665

- 988
- 1,252
- 1,574
= oLy
- 2,846
- 1,658

3,725
- 2,257
- 2,625
- 337
- 643

Operating
result
(col. 15
plus

col. 16)

17

30,596
30,913
25,686
21,774
20,110
30,642

8,975
9,965
8,446
1,640
2,787
8,440

2,018
3,905
3,328
-4,979
—2,569
- 449

6,858
5,768
4,947
6,404
5,309

8,567

99
292
171
215

47
322

288

1,233

1,124
2,377

Other and
extra-
ordinary
result

18

- 2,812
- 3,398
- 6,831
-16,133
5,822
3,554

2,248
3,536
4,918
-15,611
- 5,412
3,994

1,127
1,126
- 2,179
- 12,479
- 3,415
1,080

- 3,375
- 2,405
- 2,739
- 3,131
- 1,997

- 2,917

w o — O ulo

- 499

656
= 91
- 410
- 586
- 665

Profit or
loss ()
for the
financial
year
before tax
(col. 17
plus

col. 18)

19

27,784
27,515
18,855
5,641

14,288
27,088

6,727
6,429
3,528
-13,971
- 2,625
4,446

3,145
2,779
1,149
- 17,458
- 5,984
1,529

3,483
3,363
2,208
3,273
3,312

5,650

99
287
171
214

47
325

- 547
944
1,021
823

538
1,712

Taxes on
income
and
earnings®

20

7,875
7,536
6,692
7,806
8,388
9,741

1,954
1,885

906
2,356
2,334
2,033

864
559
=87
988
960
-84

Profit or
loss ()
for the
financial
year after
tax

(col. 19
less

col. 20)

21

19,909
19,979
12,163

- 2,165
5,900
17,347

4,773
4,544
2,622
- 16,327
— 4,959
2,413

2,281
2,220
1,246
— 18,446
- 6,944
1,445

With-

drawals

from or

transfers Balance
to (-) sheet
reserves profit or
and par- loss (-)
ticipation  (col. 21
rights plus
capitalé col. 22)
22 23

All categories of banks

- 15,395 4,514
- 16,777 3,202
-13,116 = 953

7,223 5,058
- 1,312 4,588
- 8,528 8,819

Commercial banks

148 4,921

— 4,064 480
- 4,264 - 1,642
18,097 1,770
6,467 1,508
2,206 4,619

Big banks?

1,918 4,199

- 433 1,787
22 1,268
21,922 3,476
7,344 400
2,659 1,214

Regional banks and other commercial banks?

1,022
1,257

945
1,294
1,329
2,018

505
443
603
196
185
748

2,461
2,106
1,263
1,979
1,983
3,632

- 1,750 711
- 3,612 - 1,506
— 4,258 —2,995
- 3,79 -1,815
- 884 1,099
- 442 3,190

Branches of foreign banks

31
218
113
140

2
226

- 1,052
501
1,624
627

353

964

= 20 11
= 19 199
= 28 85
= 31 109
7 9

- N 215
Landesbanken?

182 - 870

- 4 - 240
- 128 -1,752
= 575 52
- 527 - 174
- 1,154 - 190

Deutsche Bundesbank

Financial
year

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021
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Profit and loss accounts by category of banks™ (cont’d)

€ million
Interest business Commissions business
Operating
Net Net com- income3
interest mission Result (col. 3 plus
Number of income income Com- Com- from the Other col. 6 plus
reporting Total (col. 4 less  Interest Interest (col. 7 less missions missions trading operating  col. 9 plus
. - institutions  assets! col. 5) received? paid col. 8) received paid portfolio result col. 10)
inancia
year 1 2 3 4 5 6 7 8 9 10 1"
Savings banks?
2016 403 1,154,475 22,667 30,520 7,853 6,975 7,423 448 10 7 29,659
2017 390 1,179,915 22,018 28,577 6,559 7,590 8,069 479 6 169 29,783
2018 386 1,267,726 21,949 27,541 5,592 7,965 8,778 813 1 718 30,633
2019 380 1,315,579 21,217 26,758 5,541 8,458 9,405 947 10 17 29,702
2020 377 1,407,118 20,741 24,986 4,245 8,660 9,646 986 5 8 29,414
2021 371 1,516,119 19,880 23,964 4,084 9,239 10,307 1,068 11 41 29,171
Credit cooperatives
2016 972 832,181 16,578 21,180 4,602 4,577 5,601 1,024 10 495 21,660
2017 915 868,255 16,475 20,250 3,775 4,957 6,071 1,114 10 437 21,879
2018 875 911,385 16,375 19,424 3,049 5,160 6,318 1,158 4 408 21,947
2019 841 957,859 16,251 19,151 2,900 5,456 6,718 1,262 6 407 22,120
2020 814 1,029,671 16,027 18,239 2,212 5,663 6,955 1,292 10 474 22,174
2021 770 1,108,885 16,327 18,121 1,794 6,146 7,512 1,366 11 640 23,124
Mortgage banks?
2016 15 289,800 1,565 11,623 10,058 - 43 176 219 0 14 1,536
2017 13 236,414 1,360 7,921 6,561 - 48 158 206 0 - 35 1,277
2018 11 233,165 1,732 6,975 5,243 - 80 97 177 6 - 27 1,631
2019 10 234,978 1,908 6,576 4,668 - 109 116 225 0 15 1,814
2020 10 241,909 2,024 6,020 3,996 -123 109 232 0 - 72 1,829
2021 9 232,447 2,121 5,452 3,331 - 144 122 266 0 =35 1,642
Building and loan associations
2016 20 215,668 2,503 6,233 3,730 -503 1,260 1,763 0 717 2,717
2017 20 227,924 2,634 5,995 3,361 — 481 1,226 1,707 0 701 2,854
2018 20 233,865 2,653 5,661 3,008 —500 1,295 1,795 0 14 2,167
2019 19 237,363 2,438 5,566 3,128 —548 1,309 1,857 0 52 1,942
2020 18 242,190 2,520 5,103 2,583 —493 1,270 1,763 0 30 2,057
2021 18 249,553 2,505 4,785 2,280 —389 1,295 1,684 0 26 2,142
Banks with special, development and other central support tasks
2016 21 1,306,027 5,507 28,072 22,565 1,320 2,058 738 571 116 7,514
2017 20 1,265,735 5,279 22,474 17,195 1,276 1,967 691 423 1 6,979
2018 19 1,263,482 4,988 21,147 16,159 1,389 2,083 694 363 - 104 6,636
2019 19 1,333,352 5,121 20,216 15,095 1,607 2,348 741 427 =212 6,943
2020 19 1,421,184 5,396 16,360 10,964 1,844 2,627 783 372 = 2 7,610
2021 18 1,468,095 5,635 13,692 8,057 2,007 2,892 885 507 88 8,237
Memo item: Banks majority-owned by foreign banks8
2016 34 762,620 8,950 13,098 4,148 3,157 5,057 1,900 718 402 13,227
2017 34 765,500 8,801 12,037 3,236 3,589 5,218 1,629 812 891 14,093
2018 33 763,177 9,252 12,327 3,075 3,042 4,711 1,669 436 —340 12,390
2019 32 849,008 9,683 12,911 3,228 3,520 5,338 1,818 546 1,184 14,933
2020 33 973,433 9,348 11,326 1,978 4,639 6,755 2,116 539 650 15,176
2021 33 1,194,952 9,257 10,344 1,087 6,025 8,808 2,783 973 254 16,509

* The figures for the most recent date should be regarded as provisional in all
cases. 1 Excluding the total assets of the foreign branches of savings banks; ex-
cluding the total assets of the foreign branches of mortgage banks; from 2021,
excluding the total assets of the foreign branches of banks with special, develop-
ment and other central support tasks. 2 Interest received plus current income and
profits transferred under profit pooling, a profit transfer agreement or a partial
Deutsche Bundesbank

profit transfer agreement. 3 Net interest and commission income plus result from
the trading portfolio and other operating result. 4 Including depreciation of and
value adjustments to tangible and intangible assets, but excluding depreciation of
and value adjustments to assets leased (“broad” definition). 5 In part, including
taxes paid by legally dependent building and loan associations affiliated to Lan-
desbanken. 6 Including profit or loss brought forward and withdrawals from or



General administrative spending

Total
(col. 13
plus Staff
col. 14) costs
12 13
20,110 12,587
19,991 12,646
20,930 13,012
21,211 13,079
20,630 12,832
20,640 12,610
14,423 8,649
14,382 8,583
14,520 8,564
14,858 8,518
14,899 8,533
15,242 8,674
937 410
897 411
975 449
929 428
896 405
862 404
1,798 692
1,891 719
1,921 696
1,838 647
1,880 661
2,005 752
4,250 2,009
4,129 1,961
4,352 2,214
4,145 2,037
4,277 2,097
4,568 2,235
9,072 4,329
8,817 4,070
8,717 4,064
9,612 4,611
9,525 4,585
11,274 5,718

transfers to the fund for general banking risks. 7 From 2018, DB Privat- und Fir-
menkundenbank AG allocated to the category “Big banks”, merger with Deutsche
Bank AG in 2020. From 2018, HSH Nordbank allocated to the category “Regional
banks and other commercial banks” and Landesbank Berlin allocated to the cat-

Total
other
adminis-
trative
spend-
ing4

14

7,523
7,345
7,918
8,132
7,798

8,030

5,774
5,799
5,956
6,340
6,366
6,568

527
486
526
501
491
458

1,106
1,172
1,225
1,191

1,219
1,253

2,241
2,168
2,138
2,108
2,180
2,333

4,743
4,747
4,653
5,001
4,940
5,556

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

col. 12)

15

9,549
9,792
9,703
8,491
8,784
8,531

7,237
7,497
7,427
7,262
7,275
7,882

599
380
656
885
933
780

919
963
246
104
177
137

3,264
2,850
2,284
2,798
3,333
3,669

4,155
5,276
3,673
5,321
5,651
5,235

Result
from the
valuation
of assets
(other
than tan-
gible or
financial
fixed
assets)

16

1,062
283

- 296
1,960
- 186

103
- 186

419
745

- 113

- 341
= 125
- 357
- 156

22

22
49

- 973
- 890
- 197
- 686
- 1,159
- 799

-1,012
- 590
- 994
- 164
- 1,866
- 565

Operating
result
(col. 15
plus

col. 16)

17

10,611
10,075
8,999
8,195
6,824
8,345

7,340
7,311
6,501
7,681
6,530
7,865

486
412
315
760
576
624

941
902
268
153

121

2,291
1,960
2,087
2,112
2,174

2,870

3,143
4,686
2,679
5,157
3,785
4,670

Other and
extra-
ordinary
result

18

- 386
153
786
41

= 171

361
- 33
- 172
- 174
= 182
- 123

|
O
wul

89

303
108
53

28
496
- 755

77
303

- 1,604
-1,819
- 992
—-1,952
- 1,256
- 496

egory “Savings banks”. DSK Hyp AG (formerly SEB AG) allocated to the category

Profit or
loss (-)
for the
financial
year
before tax
(col. 17
plus

col. 18)

19

10,225
9,922
8,213
8,236
6,736

8,174

7,701
7,278
6,329
7,507
6,338
7,742

525
487
220
543
847
1,667

890
991
254
456
203
174

Taxes on
income
and
earnings

20

2,939
2,861
2,694
2,437
2,513

2,679

2,104
2,199
2,078
2,124

2,020
2,012

127
171
128
160
700
1,102

160
155
137
105

98
113

Profit or
loss ()
for the
financial
year after
tax

(col. 19
less

col. 20)

21

7,286
7,061
5519
5,799
4,223
5,495

5,597
5,079
4,251
5,383
4,318
5,730

398
316

92
383
147
565

With-
drawals
from or
transfers
to ()
reserves
and par-
ticipation
rights
capitalé

22

Balance
sheet
profit or
loss ()
(col. 21
plus
col. 22)

23

Savings banks?

—5,728
-5,517
—4,070
—4,390
—2,923
—4,162

1,558
1,544
1,449
1,409
1,300
1,333

Credit cooperatives

—4,246
-3,774
-2,978
—4,154
=3,119
— 4,457

1,351
1,305
1,273
1,229
1,199
1,273

Mortgage banks?

-1,138
- 722
- 795
= 25
19
166

- 740
- 406
- 703
154
166
731

Building and loan associations

730
836
117
351
105

61

— 548
- 622
13
- 139
95
26

182
214
130
212
200

87

Banks with special, development and other central support tasks

2,263
1,464
1,332
2,047
2,251
3,173

86

- 178
146
428
538
1,054

2,177
1,642
1,186
1,619
1,713
2,119

—4,065
-1,337
- 894
-1,387
-1,324
-1,153

- 1,888
305
292
232
389
966

Memo item: Banks majority-owned by foreign banks8

1,539
2,867
1,687
3,205
2,529
4,174

636
808
586
1,189
1,175
2,326

903
2,059
1,101
2,016
1,354
1,848

2,646
- 565
- 518

2,664

853
630

3,549
1,494

583
4,680
2,207
2,478

Deutsche Bundesbank

Financial
year

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

2016
2017
2018
2019
2020
2021

“Mortgage banks”. Wustenrot Bank Aktiengesellschaft Pfandbriefbank allocated
to the category “Regional banks and other commercial banks”. 8 Separate pre-
sentation of the (legally independent) banks majority-owned by foreign banks and
included in other categories of banks.
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Credit institutions’ charge and income items”

Charges, € billion

General administrative spending

Staff costs
Social security costs
and costs relating
to pensions and
Gross loss other benefits
on trans-
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?
2013 1,748 285.8 138.7 12.6 0.3 0.0 81.1 43.8 35.2 8.6 2.9 37.4
2014 1,715 262.8 117.4 13.3 0.4 0.0 82.0 44.0 35.3 8.7 3.2 38.0
2015 1,679 256.6 105.0 141 0.5 0.0 86.0 46.0 36.4 9.6 3.7 39.9
2016 1,611 240.9 90.4 13.5 0.2 0.0 84.4 44.6 36.1 8.6 2.7 39.8
2017 1,538 2241 79.9 13.6 0.0 0.0 84.0 44.6 35.6 8.9 2.9 39.4
2018 1,484 226.9 80.6 13.6 0.0 0.0 83.6 44.3 34.6 9.7 3.9 39.4
2019 1,440 242.0 80.4 14.5 0.1 0.0 84.8 44.4 34.9 9.6 3.6 40.3
2020 1,408 211.0 59.4 14.5 0.1 0.0 82.6 44.2 34.7 9.5 3.6 38.3
2021 1,358 203.7 49.2 15.7 0.0 0.0 87.1 46.8 36.4 10.3 4.4 40.4
Income, € billion
Interest received Current income
Profits
transferred
under profit
pooling,
from a profit trans-
lending from debt se- from fer agreement
and money curities and shares and from parti- from shares in  or a partial
Financial market trans-  Debt Register other variable  cipating inter-  affiliated en- profit transfer
year Total Total actions claims Total yield securities  ests2 terprises agreement
2013 300.4 213.6 184.9 28.7 10.0 6.0 1.0 3.0 4.6
2014 280.2 196.4 170.2 26.1 1.3 6.3 1.1 4.0 3.1
2015 274.7 183.1 160.1 22.9 15.0 6.7 1.8 6.5 2.8
2016 260.8 166.8 1471 19.7 10.0 5.8 1.3 2.9 4.7
2017 2441 151.0 134.4 16.5 11.0 6.9 1.1 3.0 3.4
2018 239.1 152.4 136.9 15.5 10.0 53 1.1 3.5 5.4
2019 239.8 152.2 137.5 14.7 7.6 4.8 1.1 1.7 3.0
2020 216.9 1314 119.1 12.3 6.0 3.5 0.6 1.9 3.2
2021 221.1 121.6 111.6 10.0 7.1 4.0 1.3 1.7 2.7
* The figures for the most recent date should be regarded as provisional in all row” definition). All other tables are based on a broad definition of “other admin-
cases. 1 Spending item does not include depreciation of and value adjustments to istrative spending”. 2 Including amounts paid up on cooperative society shares.

tangible and intangible assets, shown net of depreciation of assets leased (“nar-
Deutsche Bundesbank



Depreciation of and value
adjustments to tangible and
intangible assets

Total

5.5
5.5
5.9
6.6
7.0
7.4
9.2
8.5
9.4

Commissions

received

406
26
445
432
442
43.1
458
46.7
53.6

of which:
Assets
leased
1.9
1.8
1.8
2.3
2.6
2.9
3.7
4.0
4.5
Net profit
from the
trading
portfolio

Taxes on in-

come and

earnings
3.4 7.4
1.5 7.6
2.5 8.4
1.8 7.9
2.3 7.5
1.7 6.7
3.2 7.8
4.0 8.4
3.6 9.7

Other operating income

Depreciation  Depreciation
of and value  of and value
adjustments  adjustments
to loansand  to partici-
advances, pating inter-
and provi- ests, shares
sions for in affiliated
contingent enterprises
liabilities and Charges
Other and for securities incurred Extra-
operating commit- treated as from loss ordinary
charges ments fixed assets  transfers charges
16.8 10.6 3.6 0.7
16.4 10.5 3.5 0.6
17.9 7.2 3.6 1.2
13.8 12.7 3.7 0.9
14.8 83 1.5 0.6
15.2 10.0 1.7 0.5
14.7 10.0 12.2 0.9
12.2 14.9 2.8 0.3
16.0 7.0 1.5 0.3
Value
Value readjustments
readjustments  to participat-
to loans and ing interests,
Gross profit advances, and  shares in
on trans- provisions for  affiliated
actions in contingent enterprises
goods and liabilities and and securities
subsidiary for commit- treated as
transactions ments fixed assets Total
6.2 0.2 4.0 1.5 17.9
4.0 0.2 4.0 1.7 15.7
4.2 0.2 3.8 1.9 17.6
3.3 0.2 4.0 3.4 20.3
5.6 0.2 4.7 3.1 18.8
3.5 0.2 3.3 0.9 18.5
2.5 0.2 3.3 1.6 21.0
3.6 0.2 1.6 1.4 20.0
49 0.2 3.4 2.1 21.7

of which:

from leasing

business

4.7
4.5
4.7
55
6.0
6.3
8.4
9.1
10.5

Other taxes

0.2
0.2
0.3
0.3
0.3
0.2
0.3
0.2
0.3

Extraordinary

income

0.9
0.8
0.5
4.9
1.6
1.2
1.9
2.3
2.3

Profits trans-
ferred under
profit
pooling,
a profit
transfer
agreement
or a partial
profit trans-
fer agree-
ment
49
3.9
4.1
4.7
4.3
5.7
4.1
2.9

3.9

Income from

loss transfers
0.9
0.4
1.1
0.0
0.6
0.7
0.7
0.6
1.2

Deutsche Bundesbank

Financial
year
2013
2014
2015
2016
2017
2018
2019
2020
2021

Financial
year
2013
2014
2015
2016
2017
2018
2019
2020
2021
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