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The performance of German credit
Institutions in 2011

In 2011, the setting was complex with robust domestic activity in the German economy, which
was in sound shape, accompanied by ongoing major challenges and risks facing the financial
markets under the impact of a deepened sovereign debt crisis in Europe. Given this environment
and a virtually unchanged volume of balance sheet business, German banks just about managed
to maintain, at around €125 billion, the previous year’s level of operating income.

Interest and commission business — the two major pillars and stability factors in the return pro-
file — accounted for roughly 96% of total operating income in the reporting year. Given historic-
ally low rates of return in the money and capital markets as well as an ongoing reduction in
risk-bearing assets on the banks’ balance sheets, aggregate net interest received showed a mod-
erate 0.8% decline to €91 billion, whereas net commissions received increased slightly by 0.6%
to €29 billion.

There were varying developments, too, in the other sources of income for the operating result
before the valuation of assets. Following a loss in 2010, net other operating income, for example,
made a small positive contribution, although this was largely offset by a deterioration in the net
profit from the trading portfolio. The key factors in this context were large valuation haircuts in
the trading portfolio and declining activity in own-account trading due to the restructuring of the
business strateqy, especially in the Landesbanken sector. The operating result before the valuation
of assets remained largely stable overall.

Net income or net charges from the valuation of assets (valuation result), which had a clearly
negative impact on the result in the preceding year, showed a positive balance for the first time
in the observation period since 1993. This swing is likely to have been due mainly to the conver-
sion of undisclosed reserves into disclosed reserves in preparation for Basellll (“reallocation
effect”), which was especially prevalent in the case of savings banks and the regional institutions
of credit cooperatives.

As in previous years, the “extraordinary account” put a considerable strain on profitability. Given
higher expenses and declining income, the balance worsened by €4.5 billion to -€17.0 billion. The
main reason for this was a marked rise of €8 billion to €10.4 billion in net charges in financial
investment business: according to the published annual reports, this was due chiefly to extraor-
dinary write-downs on Greek sovereign bonds.

Overall, there was a marked increase in the profit for the financial year, although this would have
been somewhat less positive without the “reallocation effect”. While income from the liquidation
of undisclosed reserves is recorded in the valuation result, transfers to disclosed reserves do not
reduce the profit for the financial year in the performance analysis presented here, instead, they
are allocated to the accumulation of reserves as part of the appropriation of profit. On the aggre-
gate level, there was a balance sheet loss for the fourth time in succession (€1.1 billion, compared
with €0.8 billion in 2010).
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Favourable
underlying real
economic
conditions

Tough
restructuring
requirements

Methodological
principles

Complex setting affecting
performance

The Bundesbank's statistics of the banks’ profit
and loss accounts for 2011 reflected very differ-
ent, and sometimes conflicting influencing fac-
tors. In their domestic markets, the credit insti-
tutions were able to continue operating in a
favourable macroeconomic climate marked by
robust activity. There were also no indications
that the German business sector’s demand for
credit could not be covered adequately on the
supply side. Not least, generally very low inter-
est rates in Germany and matching attractive
financing costs buoyed the external demand
for funds for private domestic fixed capital for-
mation.

This contrasted with renewed tensions in the
financial markets owing to the re-emergence
of doubts about the long-term debt sustain-
ability of some EU countries. At the same time,
banks were generally endeavouring to adjust or
correct their risk profile in lending business and
giving high priority to credit quality and liquid-
ity provisioning, even at the cost of forgoing
profit opportunities and growth in profitability.
In the strategic review of their business models,
the domestic core business areas therefore
took pride of place. In this connection, a par-
ticular role was also played by European Com-
mission requirements for some larger banks as
well as transfers of severely distressed assets to
resolution agencies, which are assigned to the
government sector rather than the banking
sector. Not least, a lot of time and energy was
taken up with preparing for the new regulatory
requirements concerning the more stringent
capital and liquidity standards of Basellll, which
are being phased in from 2013."

The results — described in detail below — of the
statistics on the banks’ profit and loss accounts
are based on the published annual reports of
all banks (monetary financial institutions) domi-
ciled in Germany in accordance with the ac-
counting rules of the Act Modernising Ac-
counting Law (Bilanzrechtsmodernisierungsge-

setz; BilMoG), which came into force in 2010.2
Building and loan associations, institutions in
liquidation as well as institutions with a trun-
cated financial year are not covered in the per-
formance analysis presented here. The pub-
lished individual accounts drawn up in accord-
ance with the German Commercial Code (Han-
delsgesetzbuch) used as a basis here differ in
terms of their conception, structure and defin-
itions from the internationally customary IFRS
accounting standards for publicly traded bank-
ing groups,?® which means that the business re-
sults and certain balance sheet or individual
profit/loss items are not (directly) comparable
for methodological reasons.

Largely stable net interest
received

In the reporting year, reported interest received
showed a sharp rise of €33.9 billion to €296.1
billion, as did interest paid, going up by €34.6
billion to €204.7 billion, although this stood in
striking contrast to the low level of debit and
credit interest and the declining volume of
interest business. The main reason for this dis-
crepancy, according to the published annual
report of one Landesbank, was that a change
in reporting practice had been made in the re-
porting year for interest income and expense
from trading activities, which led to a jump in
level of just under €30 billion in both interest
flows. Adjusted for this purely accounting ef-
fect, there was no more than a slight rise.
Overall, net interest received showed a mar-
ginal decline of €0.7 billion to €91.4 billion and

1 Moreover, the higher capital requirements, in particular
for the trading book, to be met under Baselll.5 since the
end of 2011 have affected the relevant operations of the
banks concerned.

2 For more details, see Deutsche Bundesbank, The per-
formance of German credit institutions in 2010, Monthly
Report, September 2011, Annex, pp 38-46.

3 IFRS-based accounts are of relevance to matters of mi-
croprudential analysis and oversight, concentrating on sys-
temically important banking groups and their international
business activities (including their foreign subsidiaries). For
details, see Deutsche Bundesbank, Financial Stability Re-
view 2011, November 2011.

Slight increase in
interest paid
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matched the average level of the past five
years.

On the basis of the information collected for
the banking statistics, there was an obvious de-
cline in German banks’ overall lending business
(loans and securitised lending) in 2011, which
was detrimental to an improvement in profit-
ability borne by the volume of credit. This was
due, in particular, to a sharp reduction in loans
to public authorities, which were reassigned to
the government sector in the preceding year in
the course of establishing two resolution agen-
cies (Abwicklungsanstalten). Added to this was
the fact that the government’s budgetary situ-
ation had eased: given a deficit ratio of 4.3% in
2010, it had to cover a funding shortfall of only
1% of gross domestic product (GDP). This con-
trasted with marked growth in lending to the
domestic private sector. Most of this increase
was due to the private financial sector, with a
prominent role being played by exposures to
central counterparties (CCPs) from repo oper-
ations. A positive underlying trend could also
be seen in loans to the private non-financial
sector, however. Loans to households by sav-
ings banks and cooperative banks were the key
factor here, with such lending continuing the
previous year's moderate rise. This develop-
ment was due almost exclusively to loans for
house purchase. Their growth became recog-
nisably stronger, although comparatively low
margins meant that the inherent potential for
earning interest was stable but only moderate.

Moreover, the stricter regulatory capital re-
quirements under CRD IV (Basel lll),* which are
to be observed from 2013, are likely to have
already affected net interest received in the re-
porting year. For example, German banks tak-
ing part in the Bank Lending Survey (BLS) stated
that they had increased their regulatory capital
ratio not least by reducing their exposure to
risky loans. Portfolio shifts to loans with lower
risk weights or with a zero weighting — such as
Bunds — do lower the prudential capital re-
quirements, but they also reduce short-term
profitability since they generate a smaller de-
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fault and risk premium than riskier forms of in-
vestment.

Given the prevailing interest rate constellation,
income from maturity transformation — an im-
portant source of income mainly for savings
banks and credit cooperatives (for details, see
the notes on pages 16-17) —is unlikely to have
provided any additional momentum. Smaller
interest rate differentials than in 2009 and
2010 meant that there was, at least, consider-
ably reduced scope for generating a (term-)
structural contribution.

The deterioration in European banks’ wholesale
funding conditions in the wake of the renewed
disruptions in the financial markets is unlikely
to have placed a perceptible strain on the Ger-
man banking industry’s net interest received on

4 The Basellll regulations are to be introduced in the EU in
2013 in the context of Capital Requirements Directive
amendment IV (CRD V).

15

Income from

maturity trans-
formation lack-
ing momentum

German banks’
funding situ-
ation remains
favourable



Deutsche Bundesbank

Monthly Report
September 2012
16

The impact of maturity transformation on the earnings

situation of German banks

Net interest received is by far the most im-
portant source of earnings for banks in Ger-
many. For theoretical considerations, this
item can be broken down into different
components. Banks take credit risks and are
compensated for this assumption of risk.
They likewise have — varying degrees of —
leeway when it comes to shaping terms
and conditions. One factor in this context is
that small investors usually have no direct
access to the capital market, which is why
they leave their deposits at the bank even
when deposit rates are lower than the inter-
est on comparable investments in the cap-
ital market. The same applies, conversely, to
lending.!

A further component of net interest re-
ceived stems from maturity transformation,
which is closely connected with banking
business. In their traditional business, banks
typically issue long-term illiquid loans and
refinance themselves through short-term
customer deposits. Maturity transformation
therefore entails two risks: the risk of hold-
ing barely tradeable loans and the risk
owing to an asymmetrical interest rate fix-
ation period, known as “interest rate risk”.
The difference between these two risks can
be illustrated by two examples. A ten-year
Bund can — under normal circumstances —
be sold on the capital market at any given
time without affecting the price; however,
its interest rate risk is high because the
nominal interest rate is fixed for ten years.
In contrast to this would be, say, a ten-year
loan to a small or medium-sized enterprise
with an interest rate which is regularly ad-
justed to a short-term reference rate (eg
Euribor).

Interest rate risk ranks foremost among
risks resulting from maturity transformation.

Interest rates generally rise in relation to the
length of time to maturity (normal term
structure), resulting in a positive return on
average if loans with long rate fixation
periods are issued and funded by deposits
with short rate fixation periods. However, if
interest rates rise (across all maturities),
banks’ interest income barely increases (as
lending rates increase only in new busi-
ness), whereas deposits are rapidly adjusted
to the higher interest rate level owing to
their shorter rate fixation period and be-
come more expensive accordingly. More-
over, the empirical finding is that interest
rates at the short end of the yield curve are
more volatile than those at the long end. In
other words, given an increase in interest
rates, short-term rates will rise more sharply
than long-term rates. Owing to these two
factors, a rising interest rate level per se will
initially lead to a decline in net interest re-
ceived. This effect will be all the stronger,
the more a bank performs maturity trans-
formation without hedging the interest rate
risk by means of appropriate derivative
transactions via the market.

The banking supervisors regularly monitor
banks’ interest rate risk;? such information
was used as part of an empirical study to
gauge the importance of earnings from as-
suming interest rate risk.? For this purpose,
a calculation was made of the earnings that

1 For more information, see O Entrop, C Memmel,
B Ruprecht and M Wilkens, Determinants of bank
interest margins: impact on maturity transformation,
Bundesbank Discussion Paper 17/2012.

2 For more information, see Deutsche Bundesbank,
The role of the “Basel interest rate shock” in the super-
visory assessment of interest rate risks in the banking
book, Monthly Report, June 2012, pp 51-60.

3 For more information see C Memmel (2011), Banks'’
exposure to interest rate risk, their earnings from term
transformation, and the dynamics of the term struc-
ture, Journal of Banking and Finance, Vol 35(2),
pp 282-289.
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2005
to
2007 2008 2009 2009

in relation to the corresponding balance sheet total (in basis points; median)

Private commercial banks 20.2
Savings banks 54.2
Credit cooperatives 61.0
Other banks 16.8
All banks 56.1

12.6
36.2
40.8
11.6
37.7

3.7 2.6 16.2 6.9
11.6 8.5 51.8 29.2
13.3 10.1 59.4 30.2

3.5 2.2 11.9 6.8
12.3 9.2 54.9 26.3

in relation to the corresponding net interest income (as a percentage; median)

Private commercial banks 11.2
Savings banks 25.8
Credit cooperatives 235
Other banks 21.3
All banks 23.8

6.2
18.2
16.8
15.4
16.9

1.8 1.4 8.7 4.6
6.5 4.8 249 14.6
59 4.7 24.8 12.7
5.6 2.9 13.5 8.7
59 4.6 243 12.3

1 The breakdown by category of bank differs from the analysis presented in the main article.
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would be generated by a passive Bund trad-
ing strategy showing the same interest rate
risk as that of the studied banks. For the
observation period from 2005 to 2009, the
following main results were derived for the
1,562 banks involved (see also the table
above).

— The contribution made by interest rate
risks to total net interest received
amounts to a share of just over 12%
across all categories of banks on a
long-term average.

— This share fluctuates strongly over time;
depending on the steepness of the yield
curve, up to one-fourth of annual net
interest income can be attributed to
earnings from interest rate risk.

— A cross-section analysis of banks shows
that earnings from assuming interest rate
risk are an important source of income
mainly for savings banks and credit co-
operatives owing to their specific cus-
tomer structure; private commercial

banks, however, are less exposed to
interest rate risk, and assuming interest
rate risk therefore makes a correspond-
ingly smaller contribution to their earn-
ings.

— The contribution to earnings made by

interest rate risk is a volatile income com-
ponent. Changes to the timing of this
contribution explain up to one-third of
the changes in net interest income.
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Interest margin
still narrow

Interest received and interest paid by credit institutions in the interest cycle

As a percentage of the average balance sheet total’

Memo item
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yield?

Interest
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Interest paid

Interest margin
2.5 (enlarged scale)
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9.0
8.0
Interest margin 7.0
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3.0
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—_— ~
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1 Up to end-1998, as a percentage of the average volume of business. 2 Overall yield on debt securities outstanding. 3 Money market

rate for three-month funds in Frankfurt.
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balance. While banks in many EU countries
were faced with massive liquidity shortages
and outflows of capital, especially in the second
half of the year, the German banking system
benefited from the “safe haven effect” against
the backdrop of a stable economic situation at
home and the high level of confidence in the
debt sustainability of the German government.
On the whole, high inflows of deposits meant
that German banks tended to be less reliant on
the bond market as a source of funding. The
loan-to-deposit (LTD) ratio® was 150% at the
end of 2011 and thus 12 percentage points
lower than one year earlier.

The share of net interest received in operating
income (net interest received and net commis-
sions received plus net profit or loss from the
trading portfolio and net other operating in-
come or charges) declined by 0.3 percentage
points to 72.9% and was thus, for the third
time in succession, roughly at the level of the
long-term average in the observation period

since 1993. The interest margin, ie net interest
received in relation to the average balance
sheet total, fell slightly by 0.1 percentage point
to 1.0%,® which was, however, due to a sharp
rise of almost 11% in the balance sheet total to
nearly €9 trillion. This increase was essentially
caused by the application of the provisions of
the Act Modernising Accounting Law, one of
which requires the reporting of derivative fi-
nancial instruments in the trading portfolio
from the financial year 2010. The associated in-
crease in the balance sheet total, especially in
the case of the big banks, as of the balance
sheet date 31 December 2010 had no more
than a minor effect on the calculation of the
balance sheet total on an annual average for
2010, but had a marked effect on the calcula-

5 Domestic non-banks’ total loans divided by their total
deposits (excluding financial corporations, including gen-
eral government).

6 After adjustment for interbank business, which has no
effect on net interest received, the interest margin fell by
0.2 percentage point to 1.3%.



Differing devel-
opments in net
interest received
by category of
banks

tion for 2011.7 After adjustment for the effect
of the Act, the figure probably showed hardly
any change in comparison with the previous
year, with the interest margin remaining virtu-
ally stable. This view is also supported by the
banks’ gross interest margin in existing busi-
ness with loans and deposits of the domestic
private non-financial sector. Despite growing
downward pressure over the course of the
year, the difference between the volume-
weighted average interest rates for loans and
deposits in existing business declined by no
more than 0.1 percentage point in annual
terms.® This also shows that the net interest re-
ceived of any given period is, to a large extent,
determined by business transactions in earlier
financial years, while new business only grad-
ually has an impact on the income statement.

Net interest received presents a mixed picture
across the various categories of banks in the
reporting year. In the case of commercial
banks, it increased slightly by €0.1 billion to
€32.6 billion. Within this category, big banks’
earnings from this source were €0.5 billion
lower at €19.1 billion, whereas regional banks,
given diverse developments across these insti-
tutions, were able to record a slight increase of
€0.5 billion to €13.2 billion. In the case of big
banks, the share of net interest received in op-
erating income was 57.5%; for regional banks,
the figure was 63.6%. Savings banks and credit
cooperatives, for which deposit and lending
business are traditionally of major importance,
were again able to report increases, albeit
slight ones, to €23.8 billion and €16.3 billion
respectively. In the case of savings banks, net
interest received accounted for 79.6% of the
surplus in operating business. For credit co-
operatives, the figure was 78.0%. In the Lan-
desbanken category, net interest received
— their most important earnings item with a
94.5% share in operating income (compared
with 84.4% in 2010) — went up slightly by €0.2
billion to €10.5 billion. According to the pub-
lished annual reports, one positive factor in the
case of some Landesbanken was not servicing
hybrid capital instruments. In the case of re-
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gional institutions of credit cooperatives, net
interest received was virtually unchanged at
€1.2 billion. Despite this, its share in operating
income went up by 9.9 percentage points
to 70.4%. For both the Landesbanken and the
regional institutions of credit cooperatives, the
identifiable increase in this ratio was due to de-
clining operating income mainly as a result of
marked losses in the net profit or net loss from
the trading portfolio. Mortgage banks, on the
other hand, suffered a considerable decline in
net interest received of €0.9 billion to €2.6 bil-
lion. Even so, its share in operating income
went up by more than 43 percentage points as
total operating income in this category of
banks was lower than net interest received,
mainly because of the large negative balance in
net other operating income or charges. The
published figures show that this decline was
essentially due to two institutions affected by
the restructuring requirements imposed in the
context of EU state aid control procedures. The
reasons given for this decline included a smaller
loan portfolio and more difficult financial mar-
ket conditions, especially in unsecured whole-
sale funding.

Slight improvement in net
commissions received

Following a slight recovery in 2010, the persist-
ent trend of declining commission income be-
tween 2007 and 2009 continued in the finan-
cial year 2011. Even so, net commissions re-
ceived showed a slight rise of €0.2 billion to
€28.8 billion. As a result, the importance of net
commissions received for operating business

7 When calculating the average balance sheet total for the
profit and loss statistics, the figures on the balance sheet
total for the institution as a whole, which are reported for
the monthly balance sheet statistics, are used as a basis.
The markedly higher balance sheet totals resulting from the
provisions of the Act Modernising Accounting Law had an
effect for the first time in December 2010; only one-twelfth
of these was thus incorporated into the average for the fi-
nancial year 2010.

8 See Deutsche Bundesbank, Extended MFI interest rate
statistics: methodology and first results, Monthly Report,
June 2011, pp 45-57.
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Major components of credit institutions' profit and loss accounts by category of banks

€ billion, the tables below use different scales

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

+100 l General administrative spending

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

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

l Net other and extraordinary income or charges

- —— Operating profit?
=== QOperating result before valuation of assets
=mmi Operating result

-100 == Profit for the financial year before tax

—150 P
2002 03 04 05 06 07 08 09 10 2011

+50  Big banks? Regional banks and other commercial banks *
+40 20
+30 #1715
+20 +10
+10 + 5
0
0
-10
=5
-20
-10
-30
—40 =15
-50 p p 20
2002 03 04 05 06 07 08 09 10 2011 2002 03 04 05 06 07 08 09 10 2011
+0.6 Branches of foreign banks Landesbanken +20
+0.5 +15
+0.4
+10
+03
+02 o
+0.1 0
0 =5
-0.1
-10
-0.2
-0.3 -15
-04 b p 20
2002 03 04 05 06 07 08 09 10 2011 2002 03 04 05 06 07 08 09 10 2011

1 Sum of net interest received and net commissions received. 2 Gross earnings plus net profit or net loss from the trading portfolio (up
to 2009, on financial operations) and net other operating income or charges. 3 From 2004, Deutsche Postbank AG allocated to the
category of “Big banks”. 4 From 2004, NRW.BANK allocated to the category of “Special purpose banks”.
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€ billion, the tables below use different scales

+40 Savings banks Regional institutions of +3.0
credit cooperatives
2.5
o
= 4+ 20
+20 +1.5
+1.0
e +05
0
0
=05
-10 -1.0
=15
=20
-2.0
=30 =25
p p
2002 03 04 05 06 07 08 09 10 2011 2002 03 04 05 06 07 08 09 10 2011
+25 Credit cooperatives Mortgage banks NG
+4
+20
43
+15 “3
+10 W
0
+ 5
=1
0 =2
_ 5 -3
-4
=@
=5
-15 6
-20 =7
p p
2002 03 04 05 06 07 08 09 10 2011 2002 03 04 05 06 07 08 09 10 2011
+ 6 Special purpose banks*
+ 4
+ 2
0
=2
-4
-6
=8
=10

p
2002 03 04 05 06 07 08 09 10 2011
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... despite
difficult market
environment

Major income and cost items for individual categories of banks in 2011"

As a percentage of operating profit

All cat-
egories Big Regional

Item of banks  banks banks
Net interest received 72.9 57.5 63.6
Net commissions received 23.0 31.9 26.2
Net profit or net loss from
the trading portfolio 3.7 13.8 1.9
Net other operating income
or charges 0.4 - 32 8.3
Operating profit 100.0 100.0 100.0
General administrative
spending -63.9 -725 -61.0
of which

Staff costs -333 -334 =271

Other administrative

spending -30.6 -39.2 -33.9
Net income or net charges
from the valuation of assets 1.8 - 57 -11.9
Net other and extraordinary
income or charges -13.6 =221 -17.4
Memo item
Profit for the financial year
before tax 243 - 03 9.7
Taxes on income and
earnings - 55 - 1.7 - 3.1
Profit for the financial year
after tax 18.8 - 20 6.6

Regional
institu-
tions of
credit Credit Mort- Special
Landes-  Savings  coopera- coopera- gage purpose
banken banks tives tives banks banks
94.5 79.6 70.4 78.0 135.9 81.8
10.0 20.7 20.0 19.5 7.2 14.8
- 438 - 0.1 10.2 0.1 - 02 - 02
0.4 - 02 - 06 2.4 -42.9 3.6
100.0 100.0 100.0 100.0 100.0 100.0
-59.8 -62.7 -57.7 -63.9 -73.6 -36.1
—28.7 -38.7 -30.1 —38.1 —28.7 =199
-31.2 -24.0 =277 -258 -44.9 -16.1
- 6.1 24.8 63.8 - 1.6 -85.2 13.9
-334 - 6.1 -37.4 - 1.2 42.9 - 88
0.6 56.1 68.6 333 -15.9 69.1
- 6.2 - 92 - 52 - 92 - 38 - 1.0
- 56 46.9 63.5 241 -19.8 68.1

* The figures for the most recent date should be regarded as provisional in all cases. Excluding building and loan associations, institutions

in liquidation and institutions with a truncated financial year.
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increased by 0.3 percentage point to 23%. This
means that, overall, gross earnings® with a total
share of 95.9% in the operating income is still
the key source of income for German credit in-
stitutions.

Commission income is likely to have been af-
fected negatively by the marked preference for
commission-free, highly liquid forms of invest-
ment, restraint in purchasing and risk aversion
on the part of bank customers as well as falling
stock market prices as a result of the difficult
market environment. Moreover, the volume of
trading on the German stock markets declined
by more than one-third. This was offset in part

by larger trading volumes owing to shifts into
more crisis-proof forms of investment as well
as by net acquisitions of investments in secur-
ities and financial derivatives shown at €8.3 bil-
lion in the reporting year in connection with
financial transactions with non-residents; net
disposals of €145 billion were reported for this
in 2010.

Looking at the individual categories of banks,
commercial banks, which generated 56.1% of
net commissions received by German credit in-

9 Sum of net interest received and net commissions re-
ceived.



Mixed develop-
ments in net
commissions
received by cat-
egories of banks

Own-account
trading makes
lower contribu-
tion to earnings

stitutions, showed an improvement of €0.4 bil-
lion to €16.2 billion. Most of this was due to
the category of big banks, for which commis-
sion business traditionally represents a large
part of operating business. With almost un-
changed commissions received and slightly
lower commissions paid, big banks increased
their net commissions received by €0.4 billion,
or 3.7%, to €10.6 billion. This meant that, in
the big banks sector, the share of net commis-
sions received in operating income, at 31.9%,
roughly matched its 2010 level. Savings banks’
net commissions received showed a slight in-
crease to €6.2 billion. Credit cooperatives re-
ported a moderate decline to €4.1 billion. For
both categories of banks, the share of net
commissions received in operating income
showed hardly any change. In the case of the
regional institutions of credit cooperatives, net
commissions received remained at virtually the
same level as in the year before, although their
share in operating income increased by 3.3 per-
centage points to 20.0%. Commission business
plays a comparatively minor role in the case of
Landesbanken; they reported a decline in their
net commissions received of 9.1% to €1.1 bil-
lion. According to the published annual re-
ports, this was due, among other things, to
commissions paid for public guarantees as well
as lower commissions received owing to re-
structuring efforts and concentration on core
business areas. The share in operating income,
at 10%, showed no change.

Declining net profit
from the trading portfolio

Net income in banks” own-account trading (in-
cluding customer-induced business) fell for the
third year in succession, although it was still
clearly in positive territory, at €4.6 billion, des-
pite the difficult market setting. The result was
adversely affected mainly by losses on the sale
and revaluation of bonds of public issuers, fall-
ing stock prices as well as negative valuation
adjustments in respect of derivative financial in-
struments. Furthermore, income was reduced
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by transfers to the special item pursuant to sec-
tion 340e (4) of the German Commercial Code,
which were booked as an expense in the net
profit or net loss from the trading portfolio. It
should be noted in this context, however, that
the own-account trading figures were consid-
erably dented in 2010 by a large transfer to the
special item in the case of one of the big banks,
which was not repeated on this scale in the re-
porting year. The decline in the own-account
trading results would have been much larger
after adjustment for this exceptional effect. The
published annual reports show that, in the re-
porting year, there were also isolated cases of
amounts being withdrawn from the special
item and booked as income in the net result in
order to offset a negative balance.

The category of commercial banks increased its
profit from own-account trading by €0.3 billion
to €5.0 billion. A large part in this was played
by regional banks, for which own-account
trading is normally of minor importance in op-
erating business. Following a negative result in
2010, they reported a slight profit of €0.4 bil-
lion. Big banks recorded a marginal decline to
€4.6 billion. The decline was relatively clear in
the case of Landesbanken and the regional in-
stitutions of credit cooperatives, however. Lan-
desbanken made a loss, in fact, with a €1.0
billion fall in their net result to -€0.5 billion. A
particular point to note here is that the require-
ments to reduce the balance sheet (including a
reduction of or complete withdrawal from
own-account trading), which were imposed by
the European Commission on some institutions
in the context of EU state aid control proced-
ures, had a dampening impact on the own-ac-
count trading figures of this category of banks.
Regional institutions of credit cooperatives saw
a €0.3 billion reduction in their own-account
trading profit to €0.2 billion. According to the
published annual reports, this was attributed
primarily to the difficult market environment.
As in earlier years, own-account trading played
virtually no part for the other categories of
banks.

Trading result
by category
of banks
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Result down
on multi-year
average

Mixed develop-
ments across
categories of
banks

Structural data on German credit institutions”

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

Category of banks 2009 2010 2011 2009 2010 2011 2009 2010 2011
All categories of banks 1,935 1,920 1,899 36,927 36,463 36,027 646,650 642,050 637,700
Commercial banks 295 300 299 10,936 10,826 10,725 3 181,900 3 179,000 3 176,500

Big banks 4 4 4 8,213 8,132 8,012

Regional banks 177 180 179 2,620 2,583 2,595

Branches of foreign

banks 114 116 116 103 111 118 . . .
Landesbanken 10 10 10 475 471 463 38,750 38,300 37,750
Savings banks 431 429 426 13,266 13,025 12,810 249,600 248,150 245,950
Regional institutions of
credit cooperatives 2 2 2 1" 11 11 5,000 4,900 5,000
Credit cooperatives 1,160 1,141 1,124 12,144 12,046 11,938 4 158,300 4 158,200 4 158,250
Mortgage banks 18 18 18 65 54 51 . .
Special purpose banks 19 20 20 30 30 29 5 13,100 5 13,500 5 14,250
Memo item

Building and loan

associations 24 23 23 1,924 1,686 1,648 6 15700 6 15400 6 15,250

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

6 Only office-based employees.
Deutsche Bundesbank

Slight profit in net other
operating income or charges

This item essentially comprises expenses and
earnings from leasing business, the gross result
for transactions in goods and subsidiary busi-
ness as well as other operating income or
charges. A marked increase was reported in
both other operating income and charges, al-
though this was due mainly to appreciably
higher leasing expenses and earnings of indi-
vidual institutions in the category of regional
banks, which largely offset each other. Al-
though it was possible to show a positive result
in net terms in the reporting year at €0.6 billion
—in 2010, a negative balance was recorded for
the first time in the observation period since
1993 —, the figure was still clearly down on the
multi-year average of €2.7 billion.

There were differing developments in net other
operating income or charges across the individ-
ual categories of banks. Both big banks and re-

gional banks improved their net result. Regional
banks were able to further improve their posi-
tive figure from the previous year by €0.5 bil-
lion to €1.7 billion. Big banks again posted a
negative balance, although this was €1.4 bil-
lion better than in 2010, at €1.1 billion. In ag-
gregate, commercial banks significantly im-
proved their net result from -€1.2 billion to
€0.7 billion. According to the published annual
report, the perceptible deterioration in the case
of mortgage banks from €0.1 billion to -€0.8
billion was due chiefly to a single institution.

Administrative spending and
cost/income ratio

German banks’ administrative spending (€80.1
billion) was kept at virtually the same level as in
the previous year. While staff costs fell by €0.6
billion to €41.7 billion, there was a slight in-
crease to €38.4 billion in other types of costs
— mainly other operating expenditure, expend-

Administrative
spending stable
despite bank
levy charged for
the first time



Falling staff
costs

Cost efficiency

iture on third-party services, as well as depreci-
ation of tangible fixed assets. According to the
published annual reports, the bank levy,'
which was charged for the first time in the re-
porting year, was also recorded chiefly under
other administrative spending, although it gen-
erated only €0.6 billion for the Restructuring
Fund instead of the expected €1.2 billion. The
amount of the bank levy depends on the pay-
ing institution’s business volume, size and inter-
connectedness in the financial market. The levy
is collected with due regard to a bank’s eco-
nomic performance based on a reasonable
limit or contribution ceiling. A lump-sum allow-
ance regulation means that banks with a bal-
ance sheet total, less the deductible positions
pursuant to section 1 (2) of the restructuring
fund directive, amounting to less than €300
million are excepted if an obligation to pay the
levy does not arise owing to the nominal vol-
ume of derivatives also covered by the banking
levy. Smaller institutions — mostly in the savings
banks and credit cooperatives sector — are likely
to be unaffected by the levy owing to their
small volumes of derivatives. The current under-
lying economic conditions — including the
major need for write-downs on Greek sover-
eign bonds — are cited as a further reason for
the rather small sum.

Declining staff costs were due mainly to sav-
ings in variable and performance-related salary
components. According to the published an-
nual reports, this mostly affected the big banks
sector. The reduction in staff continued at a
moderate pace. Moreover, the 2010 pay settle-
ment, which provided for a linear 1.6% in-
crease in remuneration in the 2011 reporting
year, probably had no more than a moderate
impact.

German credit institutions nevertheless did not
entirely match the previous year's figure for the
cost/income ratio, which is often used as an in-
dicator of cost efficiency. There were marginal
increases of 0.2 percentage point in both the
ratio of administrative spending to gross earn-
ings (66.6%) and the ratio of administrative

Deutsche Bundesbank

Monthly Report

September 2012

Cost/income ratios, by category
of banks’

As a percentage

General administrative spending

in relation to ...
Category of banks 2009 2010 2011
... gross earnings’
All categories of banks 69.2 66.4 66.6
Commercial banks 79.8 77.8 75.8
Big banks 82.8 83.1 81.1
Regional banks and other
commercial banks 74.8 69.2 67.9
Branches of foreign banks 69.6 68.7 54.3
Landesbanken 56.7 57.9 57.3
Savings banks 67.2 63.0 62.5
Regional institutions of
credit cooperatives 69.1 61.6 63.9
Credit cooperatives 70.6 64.5 65.5
Mortgage banks 36.8 371 51.5
Special purpose banks 33.2 322 37.3
... operating profit?
All categories of banks 65.1 63.7 63.9
Commercial banks 73.4 72.5 67.9
Big banks 76.8 77.4 725
Regional banks and other
commercial banks 68.1 64.8 61.0
Branches of foreign banks 51.6 52.3 46.9
Landesbanken 51.0 54.7 59.8
Savings banks 66.6 62.8 62.7
Regional institutions of
credit cooperatives 43.9 47.6 57.7
Credit cooperatives 68.3 63.7 63.9
Mortgage banks 36.6 36.3 73.6
Special purpose banks 33.0 31.8 36.1

* The figures for the most recent date should be regarded as
provisional in all cases. Excluding building and loan associations,
institutions in liquidation, and institutions with a truncated
financial year. 1 Aggregate net interest and net commissions
received. 2 Gross earnings plus net profit or net loss from the
trading portfolio/on financial operations (up to 2009) and net
other operating income or charges.

Deutsche Bundesbank

spending to total operating income (63.9%).
Mortgage banks were especially affected by
this. Owing to the marked decline in net inter-
est received and heavy strains placed on other
operating income or charges, both ratios were
at a considerably higher level than in the previ-
ous year; the share of administrative spending

10 The bank levy has been charged since 2011 so that the
banking sector participates in the costs of future measures
to rescue banks in crisis. The levy contributes to a restruc-
turing fund managed by the Financial Market Stabilisation
Agency (Bundesanstalt flir Finanzmarktstabilisierung,
FMSA). Contributions are to be paid by all credit institu-
tions as defined in section 1 (1) of the German Banking Act
(Kreditwesengesetz, KWG) with the exception of promo-
tional banks and bridge institutions.
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Positive valu-
ation result ...

in gross earnings went up by 14.4 percentage
points to 51.5% and its share in total operating
income by as much as 37.3 percentage points
to 73.6%. By contrast — mainly as a result of
reduced administrative spending with virtually
unchanged gross earnings — big banks reported
an improvement in this ratio of 2 percentage
points to 81.1%. The ratio of administrative ex-
penditure to total operating income was even
more favourable in this category of banks;
owing to a marked year-on-year decline in the
negative balance reported in other operating
income in the year under review, the ratio fell
by as much as 4.9 percentage points to 72.5%.

Valuation result boosts
operating result

In the reporting year, the net result incorpor-
ated income from value adjustments in respect
of securities in the liquidity reserve and of loans
and advances as well as from the liquidation of
provisions in lending business amounting to
€14.2 billion — the highest figure so far in the
observation period since 1993. This contrasted
with charges from write-offs and write-downs
of these items and from transfers to provisions
in lending business amounting to €11.9 billion.
For the first time in the observation period
since 1993, this resulted in a positive outcome
of €2.3 billion for net income or charges from
the valuation of securities in the liquidity re-
serve, loans and advances; in the previous year,
a figure of —€15.4 billion was reported for this
item. According to the published data, the
valuation result™ was positively affected by in-
come generated by the reallocation of undis-
closed reserves pursuant to section 340f of the
German Commercial Code into disclosed re-
serves pursuant to section 340g of the German
Commercial Code (fund for general banking
risks). In the present analysis of performance,
income from the liquidation of undisclosed re-
serves pursuant to section 340f of the German
Commercial Code is recorded under the valu-
ation result and increases the profit for the
year, whereas transfers to the fund for general

banking risks do not reduce the profit for the
year but are allocated to the accumulation of
reserves as part of appropriation of profit (for
details, see the box on pages 27-28).

In the reporting year, €19.4 billion on balance
was allocated to the fund for general banking
risks,"? which was by far the largest amount in
the observation period since 1993. The savings
banks sector accounted for €12 billion of this
sum. The associated strengthening of the tier 1
capital base is due to the more stringent capital
and liquidity regulations at the European level
(CRD V) scheduled for 2013. A capital deduc-
tion item for certain indirect holdings is one of
the measures to be implemented. In the sav-
ings banks sector, this concerned participating
interests held indirectly — via their associations,
for example — in Landesbanken, insurance
companies, and building and loan associations;
if no exemptions can be claimed, such a deduc-
tion item would place a considerable strain on
the savings banks’ capital base. There were
also larger net transfers to the fund for general
banking risks than in the previous year in the
case of the regional institutions of credit co-
operatives (€1.0 billion), credit cooperatives
(€3.0 billion), and special purpose banks (€2.1
billion).

All categories of banks with the exception of
big banks reported an improvement in their
valuation result. Big banks suffered a slight fall;
savings banks, the regional institutions of credit
cooperatives, special purpose banks and
branches of foreign banks even reported a net
valuation income. Savings banks, in particular,
achieved their best result in the observation
period since 1993 with an increase of €10.9 bil-
lion to €7.4 billion. Regional institutions of
credit cooperatives considerably increased their
net valuation income by €1.1 billion. According

11 Within this item, use had already been made of the
cross-offsetting option permissible under section 340f (3)
of the German Commercial Code.

12 The net transfers mentioned here do not include the net
transfers to the special item pursuant to section 340e (4) of
the German Commercial Code.

... .and massive
transfers to the

fund for general
banking risks

Broad-based
improvement

in the valuation
result



Deutsche Bundesbank

The effect of reallocating undisclosed reserves pursuant
to section 340f of the German Commercial Code

as disclosed reserves pursuant to section 340g

of the German Commercial Code on the annual profit

in the profit and loss statistics

Due to the specific risks to which banks are
exposed in the macroeconomic and inter-
national environment, and given the par-
ticular macroeconomic importance of bank-
ing, banks are permitted to make use of
special risk provisioning options. To a cer-
tain degree, these options help to ensure
that a stable overview of their net assets
and profitability can be provided, with the
objective of maintaining confidence, par-
ticularly in crisis situations.

To make provisions for the particular risks of
the banking business, credit institutions are
therefore allowed to form disclosed re-
serves pursuant to section 340g of the Ger-
man Commercial Code (Handelsgesetz-
buch). These reserves are taxable and must
be disclosed and recorded on the liabilities
side of the balance sheet in the special item
fund for general banking risks. Transfers to
and withdrawals from the fund for general
banking risks must be shown separately in
the profit and loss account. There is no pre-
defined cap on the amounts that can be
transferred, subject to the principles of pru-
dent commercial judgment. Because this
special item is disclosed and can be com-
pared with the retained profits, it is allo-
cated to regulatory core tier 1 capital. By
transposing the EC Bank Accounts Directive
into German law (Act (1993) Implementing
the EC Bank Accounts Directive (Bank-
bilanzrichtlinie-Gesetz)), the Bundesbank
underlined the fact that the fund for gen-
eral banking risks is closely related to the
retained profits by ensuring that entries re-

lated to this fund do not have an effect on
income in the performance analysis, but are
allocated instead to the accumulation of re-
serves through the appropriation of profit.

As well as allowing banks to form unlimited
disclosed reserves, section 340f of the Ger-
man Commercial Code also permits the for-
mation of undisclosed reserves. However,
the total amount must not exceed 4% of
the claims on credit institutions and cus-
tomers and of the securities in the liquidity
reserve. In contrast to the disclosed re-
serves, income and expenditure linked to
the formation and release of these contin-
gency reserves may be offset against cer-
tain other expenditure and income com-
ponents and reported as a net amount in
the net valuation result in the profit and loss
account (cross-offsetting). The formation or
release of these reserves is therefore no
longer apparent from the profit and loss
account, so that, to some extent, certain
losses could be balanced discreetly. The un-
disclosed reserves held are not apparent
from the balance sheet either, because they
are recorded through direct write-downs
on the corresponding asset items. There-
fore, although they are otherwise identical
to disclosed reserves, they do not meet the
regulatory quality requirements for core
tier 1 capital and, if they are unappropri-
ated, are considered as tier 2 capital at
most.

The hidden reporting method also means
that undisclosed reserves and disclosed re-
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serves cannot be treated equally for the
purposes of the profit and loss statistics. Re-
allocating undisclosed reserves as disclosed
reserves, which is primarily an accounting
measure and has no effect on earnings, is
therefore reflected in the Bundesbank's per-
formance analysis as follows: income from
releasing undisclosed reserves is recorded in
the net valuation result and increases the
profit for the year. Expenditure from trans-
fers to the fund for general banking risks
does not reduce the profit for the year. In-
stead, it is allocated to the appropriation of
profit (@accumulation of reserves).

Until now, reallocations of this type have
not played a major role and have not had a
noticeable impact on the annual profit, nor
therefore on the analysis on profitability.
However, it is highly likely that the planned
changes to capital and liquidity rules at
European level (CRD IV), which come into

to the published data, undisclosed reserves
were reallocated to disclosed reserves on a
large scale in these two categories. Credit co-
operatives clearly reduced their net valuation
charges by €2.0 billion to €0.3 billion. The €2.3
billion fall in net valuation charges to €0.7 bil-
lion at the Landesbanken was due not only to
successful restructuring measures but also to
the hedging effect of a second loss guarantee
provided by the relevant public institutions in
the case of one Landesbank.”® Mortgage
banks, too, markedly reduced their net valu-
ation charges by €.0.8 billion to €1.6 billion.
According to the published annual reports, this
was essentially due to a small number of insti-
tutions. The slight fall in the valuation result in
the case of the big banks — their net valuation
charges went up by €0.2 billion to €1.9 bil-
lion — was due to mixed developments within
this category of banks.™

According to the published data, the develop-
ment of the valuation result on the securities in

force in EU member states in 2013, will no
longer allow contingency reserves to be
recognised as tier 2 capital. To strengthen
their core capital base and in anticipation of
the planned tightening of regulatory re-
quirements, several institutions have there-
fore already begun the full or partial reclas-
sification of undisclosed reserves as dis-
closed reserves as part of their annual ac-
counting process for 2011. In the profit and
loss statistics, the release of undisclosed re-
serves, which was carried out on a large
scale in certain categories of banks, has
pushed up the reported profit for the year
accordingly (“reallocation effect”). In order
to prevent misinterpretations, it is therefore
necessary to view releases of undisclosed
reserves that are recognised as income in
connection with the transfers to the fund
for general banking risks booked as appro-
priation of profit.

the liquidity reserve chiefly had a negative im-
pact. Losses on sales owing to sharp falls in
prices as well as large write-downs — particu-
larly in the case of government bonds from the
euro crisis countries — are likely to have played
a large part in this.

Given robust domestic economic activity and a
high level of employment as well as rising real
incomes, it was again possible to make a
marked reduction in risk provisioning (compris-
ing write-downs and write-offs as well as pro-
visions) in lending business. This was also re-
flected by overall developments in private and

13 According to the published annual report, this positive
effect was dampened by the one-off payment to the public
bodies set in the context of the EU state aid procedures,
which was recorded as a charge in the extraordinary result.
14 While the published data show that one big bank re-
ported a marked increase in net valuation charges owing to
a large transfer to risk provisions for a single credit expos-
ure, another big bank stated that a marked reduction of
risk provisioning in lending business and successful restruc-
turing measures were the main reasons for a net valuation
income.

Risk provisioning
for securities

in the liquidity
reserve

Risk provisioning
in lending
business



Massive non-
scheduled
write-downs

Large charges
and income
from loss trans-
fers

commercial insolvencies in Germany, which de-
creased by 5.4% in the reporting year. The total
volume of outstanding claims in these insolv-
ency proceedings was down by as much as
19%."> Greater capital adequacy and generally
problem-free access to external financing
meant that the number of large-scale insolven-
cies fell in the corporate sector, too.

The considerable improvement in the valuation
result led to the operating result being higher
for the first time than the operating result be-
fore the valuation of assets. At €47.5 billion, it
was an impressive €17.2 billion better than in
the previous year and was thus the highest fig-
ure in the observation period since 1993.

Major strains on the extra-
ordinary result

As in the three preceding years, the extraordin-
ary account impaired profitability in 2011 on a
major scale, however. The negative balance
grew by €4.5 billion to €17.0 billion caused
mainly by a sharp rise of €8 billion to €10.4 bil-
lion in net charges in financial investment busi-
ness. According to the published annual re-
ports, this was due chiefly to the extraordinary
write-downs on Greek government bonds that
became necessary in connection with the
sovereign debt crisis and which affected almost
all categories of banks.'™® At €4.2 billion,
write-downs were at a very high level in the
category of mortgage banks, although these
were concentrated on a small number of insti-
tutions, according to the published data.

Charges and income from loss transfers, which
largely offset each other on balance, showed
the largest increase in the observation period
since 1993. According to the published annual
reports, this was due mainly to one large loss
transfer by a big bank for a subsidiary from the
category of mortgage banks. For the mortgage
banks, the matching income from loss transfers
was perceptibly higher than the write-downs
on financial investment, which was the key fac-
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Risk provisioning of credit institutions

€ billion
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tor in this being the sole category of banks to
post a net profit in the extraordinary account.

The reduction in net extraordinary income and
charges in the narrower definition' had an al-
leviating effect on the extraordinary account.
The improvement in the balance of the extraor-

15 See Statistisches Bundesamt (Federal Statistical Office),
Unternehmen und Arbeitsstatten, Fachserie 2, Reihe 4.1,
Insolvenzverfahren Dezember und Jahr 2010, March 2011,
and Insolvenzverfahren Dezember und Jahr 2011, March
2012 (both available in German only).

16 In a statement of 7 February 2012, the Institut der
Wirtschaftsprifer [Institute of Public Auditors in Germany]
(IDW) made clear that, in the light of current findings, there
existed a need for write-downs on Greek government
bonds of well over 50% and that these are to be taken into
account with retroactive effect as of the balance sheet date
(31 December 2011) in accordance with the principle
(Wertaufhellungsprinzip) which requires the inclusion of all
risks and losses that have arisen in the past financial year
but only become known between the cut-off date and the
time the annual accounts are prepared.

17 Only extraordinary events which interrupt the normal
financial year are recorded in this item. This includes mer-
ger gains and losses, reorganisation gains and losses, debt
forgiveness in restructurings, as well as charges for redun-
dancy programmes and restructuring.
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Clear improve-
ment in the
balance of the
extraordinary
account in the
narrower
definition

Adjusted profit
for the year
marginally
down on the
previous year’s
level

Breakdown of the extraordinary profit and loss”

€ million

Item

Balance of other and extraordinary income or charges

Income (total)

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

enterprises, and securities treated as fixed assets
from the release of special reserves
from loss transfers

Extraordinary income

Charges (total)

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

enterprises, and securities treated as fixed assets
from loss transfers
Transfers to special reserves

Extraordinary charges

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

transfer agreement

2009 2010 2011
—20,648 —12,525 —-17,039
3,279 8,870 6,624
1,093 1,630 669
37 0 0
879 1,181 5,208
1,270 6,059 747
—23,927 —21,395 — 23,663
- 9,621 - 4,010 -11,109
- 3,750 - 3,941 - 6,581
= 23 0 0
- 7,292 -10,370 - 2,583
- 3241 - 3,074 - 3,390

* The figures for the most recent date should be regarded as provisional in all cases. Excluding building and loan associations, institutions

in liquidation, and institutions with a truncated financial year.
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dinary account was due chiefly to a marked re-
duction (of €1.5 billion to €1.2 billion) in net
losses at the Landesbanken. In 2010, this item
was strongly affected by one special factor.®

Profit for the financial year
and balance sheet profit

Against the backdrop of the planned tighten-
ing of regulatory requirements in some cat-
egories of banks, undisclosed reserves were li-
quidated — sometimes on a large scale — in the
reporting year in order to transfer them to the
fund for general banking risks for strengthen-
ing the tier 1 capital base. As a result of this
measure, which was undertaken largely for bal-
ance sheet motives, there was a sharp rise in
the profit for the financial year before tax to
€30.5 billion in the present performance analy-
sis. The reporting year thus showed the largest
profit for the financial year before tax since
2005. The return on equity likewise increased

by 3.2 percentage points to 8.4% (see the
chart on page 31). To avoid misinterpretations,
liquidations of undisclosed reserves recognised
as income have to be seen in connection with
the net transfers to the fund for general bank-
ing risks booked as appropriation of profit (for
more details, see the box on pages 27-28). The
aggregate profit for the financial year before
tax less net transfers to the fund for general
banking risks (adjusted profit for the financial
year) amounted to no more than €11.1 billion
and was thus €0.6 billion down on the year.
The return on equity, which is calculated on the
basis of the adjusted profit for the financial
year, fell from 3.4% to 3.1%.

Despite high income from loss transfers, the
annual loss for the financial year before tax
worsened by €0.2 billion to €0.3 billion at the

18 In 2010, this balance was depressed considerably by an
extraordinary charge to be booked in connection with the
transfer of non-strategic business lines to a resolution
agency under German federal law.



Profit for the
financial year
and return on
equity by cat-
egory of banks

mortgage banks; the return on equity fell by
1.2 percentage points to -1.7%. Big banks
posted a loss for the financial year before tax,
albeit only a slight one," compared with a
profit of €2.0 billion generated in the previous
year. This was due mainly to the loss in the
extraordinary account as a result of high
charges from loss transfers. Regional banks
nearly doubled their profit for the financial year
to €2.0 billion, mainly owing to the improve-
ment in their net interest income, thus shaping
the positive outcome in the category of com-
mercial banks, which showed a profit for the
financial year of €2.2 billion (compared with
€3.3 billion in the year before). In line with this,
the return on equity at commercial banks
showed a decline on the year, falling by 1.2 per-
centage points to 1.8%. After making a loss for
three years in succession, Landesbanken again
showed a small profit for the financial year be-
fore tax of €0.1 billion. This result was due
mainly to a decline in net valuation charges, al-
though this was partly offset by a marked de-
terioration in the net trading result. The return
on equity in this category of banks was 0.1%
(compared with -1.5% in the year before).
Credit cooperatives showed a marked improve-
ment to €7.0 billion in their profit for the finan-
cial year before tax, particularly as a result of
declining net valuation charges; the return on
equity went up by 4.3 percentage points
to 16.4%. Savings banks and regional institu-
tions of credit cooperatives recorded very large
increases, however. Principally as a result of the
“reallocation effect”, savings banks substan-
tially increased their profit for the financial year
before tax to €16.8 billion (compared with €6.6
billion in the previous year) and regional institu-
tions of credit cooperatives’ profit for the finan-
cial year before tax went up to €1.2 billion
(compared with €0.6 billion in the previous
year). Savings banks’ adjusted profit for the fi-
nancial year amounted to only €4.8 billion
(compared to €4.4 billion in the previous year).
At €0.2 billion, the corresponding figure for the
regional institutions of credit cooperatives was
nearly at the same level as in 2010. Savings
banks’ return on equity amounted to 27.3%
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Credit institutions’ capital and
profit for the financial year
%
4.5
Capital ratio’
4.0
35
3.0
Return on capital 2 +20
+10
0
Return on capital
(adjusted) *
-10
p
2002 03 04 05 06 07 08 09 10 2011

1 Capital (including fund for general banking risks but not par-
ticipation rights capital) as a percentage of the balance sheet
total; annual average. 2 Profit for the financial year before tax
as a percentage of the capital. 3 Profit for the financial year
before tax less net transfers to the fund for general banking
risks (adjusted profit for the year) as a percentage of average
capital.
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(compared with 11.4% in the previous year),
which was the highest figure in the observation
period since 1994; calculated on the basis of
the adjusted profit for the financial year, the re-
turn on equity was only 7.8% (compared with
7.6% one year earlier). The regional institutions
of credit cooperatives reported an increase of
4.5 percentage points to 10.3%, thus achieving
a double-digit return on equity for the first time
since 2001; based on the adjusted profit for the
financial year, the return on capital was no
more than 1.7%, which was, in fact, 0.6 per-
centage points down on the year.

The marked improvement in the aggregate an-
nual result before tax (as defined in the statis-
tics on the profit and loss accounts), which was
principally concentrated on the savings banks
sector, was also reflected by the change in the

19 It should be stressed again here that this performance
analysis is based on published individual accounts drawn
up in accordance with the German Commercial Code.
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Aggregate
balance sheet
loss again

Return on capital of individual categories of banks"

As a percentage

Category of banks 2007 2008
All categories of banks 6.57 (4.66) - 7.70
Commercial banks 19.13  (15.61) —15.49
of which
Big banks 2597 (21.64) —25.30
Regional banks and
other commercial
banks 8.51 (6.35) 3.81
Landesbanken 1.46 (0.94) -11.07
Savings banks 7.24 (4.21) 4.00
Regional institutions
of credit cooperatives -4.03 (2.94) - 440
Credit cooperatives 8.14 (5.16) 5.53
Mortgage banks 1.89 (1.06) —15.49

= 8.11)

(- 15.05)

(-23.74)

(2.14)
(-12.22)

(2.12)

(1.50)
(3.98)

(- 15.98)

2009 2010 2011
-083 (-1.998) 5.18 (3.67) 8.36 (6.47)
-582 (-5.67) 3.01 (2.01) 1.79 (0.74)
-9.10 (-8.11) 2.88 (2.19) -0.12 (-0.83)
0.06 (-1.32) 2.78 (1.39) 4.87 (3.34)
-8.18 (-8.53) -1.47 (-1.31) 0.12 (-1.02)
8.48 (4.44) 11.42 (7.07) 27.29 (22.82)
7.24 (7.62) 5.77 (5.83) 10.27 (9.50)
8.96 (5.04) 12.12 (8.02) 16.38  (11.85)
-833 (-9.29) -0.50 (-0.40) =172 (-2.14)

* The figures for the most recent date should be regarded as provisional in all cases. Excluding building and loan associations, institutions
in liquidation, and institutions with a truncated financial year. Profit for the financial year before tax (in brackets: after tax) as a percentage
of the average capital as shown in the balance sheet (including the fund for general banking risks, but excluding participation rights

capital).
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distribution of the return on assets before tax.
A matching shift to the right in the positive
area was apparent, above all, in the best prof-
itability category (return on assets of 0.9% or
more), where the number of institutions almost
doubled to 941. Although this meant that more
than half of all the institutions in the reporting
population — in 2011, this consisted of 1,778
institutions — were in this profitability category,
their share in the aggregate balance sheet total
of the German banking system, at 13.0% (com-
pared with 5.5% in the previous year) was still
comparatively small. In the area of negative re-
turn on assets, there was a small increase of
three to 59, although their weight, measured
by the aggregate balance sheet total, was vir-
tually unchanged at 20.4%. Overall, these insti-
tutions had to cope with a considerable loss for
the financial year before tax of €6.4 billion.

Taking due account of higher taxes on income
and earnings and after appropriation of profit
(before distribution), there was an aggregate

balance sheet loss for the fourth time in suc-
cession; at €1.1 billion, this was €0.3 billion
more than in the previous year. As in 2010, the
aggregate balance sheet loss was due, first and
foremost, to losses of the mortgage banks
(€4.7 billion), special purpose banks (€0.8 bil-
lion) as well as, to a lesser extent, to losses of
regional banks (€0.5 billion) and Landesbanken
(€0.4 billion); according to the published an-
nual reports, the negative balance sheet results
were concentrated — as in the previous year —
on a small number of institutions. By contrast,
all other categories of banks showed an aggre-
gate balance sheet profit of €5.2 billion.

Marked effects were produced by net transfers
to the fund for general banking risk amounting
to €19.4 billion (after €6.1 billion in 2010). In
the reporting year, such transfers were much in
evidence in the case of savings banks (€12.0
billion after €2.2 billion in 2010) and the re-
gional institutions of the credit cooperatives
(€1.0 after €0.4 billion in 2010). Despite their

Large net trans-
fers to the fund
for general
banking risks
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Distribution of return on assets (ROA)" before tax

As a percentage
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Return on assets (ROA) ' before tax

* Balance sheet total of the institutions in the respective ROA before tax category as a percentage of the balance sheet total of all Ger-
man banks. 1 Profit for the financial year before tax as a percentage of the average balance sheet total.
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large profit for the financial year, savings banks’
balance sheet profit (€1.6 billion) showed only
a marginal improvement on the year; the re-
gional institutions of credit cooperatives’ bal-
ance sheet profit fell by as much as €0.2 billion
to €0.1 billion. Furthermore, net losses brought
forward of €7.4 billion (compared with €8.6
billion in 2009 and €9.1 billion in 2010) placed
a strain on the aggregate financial result, al-
though — as in earlier years — such losses were
essentially concentrated on individual mort-
gage banks, special purpose banks and re-
gional banks. As in 2010, these negative factors
affecting the result were accompanied by com-
paratively small net withdrawals from reserves
and participation rights capital in the amount
of €2.0 billion. A stabilisation of the earnings
situation was thus becoming apparent in the
second year following the crisis years of 2008
and 2009 —in 2008 and 2009, net withdrawals
amounted to €20.6 billion and €13.1 billion re-
spectively. Even so, the tensions in the financial
markets, the uncertain global economic setting

and the fallout from the sovereign debt crisis
were clearly reflected in the profit and loss ac-
count, as net transfers were usual in most cases
before the crisis years.

H Outlook

The first half of the current financial year saw a
noticeable weakening in the performance of
large German banks with an international
focus?® which report under the IFRS and for
which consolidated quarterly reports are avail-
able. The half-year results before tax still clearly
showed a profit at €6.6 billion, but were €3.5
billion down on the comparable period in 2011.
The key factors behind this development were
the trend decline in the level of interest rates,
pronounced buying restraint in customer busi-

20 This sample comprises 11 institutions (big banks as well
as selected Landesbanken and mortgage banks). (There
were 12 institutions in this sample up to the third quarter
of 2010.)
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Subdued
outlook

ness as well as continuing risk aversion owing
to the, as yet, unresolved sovereign debt crisis.
Added to this, risk provisioning in lending busi-
ness was almost doubled.

Given the continuing tense situation in the
international financial markets and the associ-
ated considerable market uncertainties that
can be observed at present, this basic constel-
lation is unlikely to change substantially as the
year progresses. Increased risk provisioning is
due, not least, to the current crisis in the ship-
building market. Furthermore, the macroeco-
nomic outlook in Germany makes a trend in-
crease in such provisioning appear likely. Al-
though economic activity in Germany has been
robust so far, there are recognisable signs of a
slowdown; this is also evident from the recently
published sentiment indicators. In particular,
economic activity could be impaired on the ex-
ternal side more strongly than hitherto by de-
velopments in the euro area. Nor is it possible
to rule out additional impairments in securities
activities later in the year; as in the 2011 finan-
cial year, this would probably affect own-
account trading and securities in the liquidity
reserve. German banks do not expect a marked
deterioration in credit quality, however. Given

The tables accompanying this article are
printed on pages 35-45.

largely unchanged credit standards, the do-
mestic banking sector’s lending to non-financial
corporations and households has remained in
expansionary territory in the year so far, with
loans for house purchase increasing even more
strongly than before. Under the impact of a
further fall in interest rates in the money and
capital markets, bank interest rates have now
hit new lows. Although conditions for deposits
have been adjusted downwards sharply against
the backdrop of an almost incessant inflow of
funds, overall there is still a trend decline in the
gross interest margin in existing business,
which provides an indication of the trend in the
interest margin. In view of the rather subdued
outlook for earnings potential in core business
areas as well as persistent uncertainty, there are
growing reports that the earnings situation is
to be stabilised by a reduction in costs, say, by
means of further cuts in staff.

The trend towards shifting activities into low-
risk and low-margin business areas is likely to
continue; this is to be supported not least from
a macropudential standpoint in terms of safe-
guarding the required future tier 1 capital
ratios, even though it might limit earnings po-
tentials in the short term.



Major components of credit institutions’ profit and loss accounts,

by category of banks’

As a percentage of the average balance sheet totalo

Financial year

2005
2006
2007
2008
2009
2010
2011

2005
2006
2007
2008
2009
2010
2011

2005
2006
2007
2008
2009
2010
2011

2005
2006
2007
2008
2009
2010
2011

Commercial banks

All cat-
egories
of banks  Total

Interest received?!

4.37
4.63
5.13
5.20
3.86
3.23
3.30

Interest paid

3.20
3.48
4.01
4.1
2.72
2.10
2.28

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

1.17
1.15
1.12
1.09
1.14
1.14
1.02

Excess of commissions received over commissions paid = net commissions received

0.37
0.39
0.39
0.36
0.34
0.35
0.32

3.98
4.47
4.78
4.73
3.24
2.60
2.02

2.71
3.14
3.48
3.52
2.04
1.45
1.17

1.27
1.33
1.30
1.20
1.20
1.14
0.85

0.60
0.63
0.60
0.54
0.55
0.56
0.42

of which

banks

3.79
4.36
4.65
4.53
2.93
2.19
1.56

2.79
3.26
3.56
3.54
1.84
1.24
0.93

1.00
1.11
1.09
0.99
1.09
0.95
0.64

0.52
0.54
0.51
0.45
0.50
0.50
0.35

Regional
banks
and
other
commer-
cial
banks

4.64
4.86
5.23
5.36
4.07
3.74
3.79

2.47
2.75
3.23
3.47
2.57
2.05
2.09

2.17
2.11
2.00
1.89
1.50
1.69
1.70

0.85
0.94
0.92
0.82
0.70
0.72
0.70

Landes-
banken

4.69
4.94
5.66
5.59
3.82
3.21
5.39

4.05
433
5.01
4.87
3.11
2.52
4.69

0.63
0.61
0.65
0.72
0.72
0.68
0.70

0.12
0.13
0.13
0.13
0.07
0.08
0.07

Savings
banks

475
4.67
4.81
4.97
437
4.02
4.04

2.45
2.44
2.75
2.97
2.25
1.82
1.83

2.30
2.23
2.06
2.00
2.13
2.20
2.21

0.56
0.58
0.60
0.57
0.55
0.57
0.57

Regional
institu-
tions of
credit
coopera-
tives

3.05
3.18
3.56
3.90
2.85
2.27
2.14

2.57
2.75
3.06
3.32
2.41
1.79
1.69

0.47
0.43
0.50
0.58
0.45
0.48
0.45

0.16
0.14
0.12
0.11
0.14
0.13
0.13

Credit
coopera-
tives

4.72
4.61
4.77
4.95
4.41
4.03
3.93

2.26
2.30
2.61
2.89
2.18
1.69
1.63

2.46
2.30
2.15
2.06
2.23
2.33
2.30

0.67
0.66
0.67
0.63
0.58
0.59
0.58

Mort-

gage
banks

4.88
5.32
7.09
7.73
5.38
4.47
4.96

4.44
4.89
6.65
7.34
4.91
4.02
4.56

0.45
0.43
0.43
0.39
0.47
0.44
0.41

0.00
0.03
0.04
0.05
0.02
0.02
0.02

Deutsche Bundesbank

Special
purpose
banks

4.05
4.12
4.45
4.53
3.75
2.96
3.05

3.56
3.65
4.02
4.09
3.22
2.45
2.59

0.49
0.47
0.43
0.44
0.53
0.51
0.46

0.09
0.10
0.10
0.09
0.10
0.09
0.08

* The figures for the most recent date should be regarded as provisional in all cases. Excluding building and loan associations, institutions
in liquidation and institutions with a truncated financial year. © Excluding the balance sheet total of the foreign branches of savings banks
and of the foreign branches of regional institutions of credit cooperatives. For footnote 1 see p 36.
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Major components of credit institutions’ profit and loss accounts,
by category of banks™ (cont’d)

As a percentage of the average balance sheet totalo

Commercial banks

of which
Regional
banks Regional
and institu-
other tions of
Al cat- commer- credit Credit Mort- Special
egories Big cial Landes-  Savings  coopera- coopera- gage purpose
Financial year of banks  Total banks banks banken banks tives tives banks banks
General administrative spending
2005 1.05 1.38 1.23 1.87 0.45 1.92 0.44 2.30 0.17 0.21
2006 1.06 1.42 1.27 1.93 0.46 1.89 0.47 2.27 0.18 0.22
2007 1.00 1.28 1.13 1.81 0.43 1.90 0.39 2.12 0.18 0.21
2008 0.95 1.20 1.02 1.75 0.43 1.81 0.36 2.01 0.17 0.20
2009 1.02 1.40 1.31 1.65 0.45 1.80 0.41 1.98 0.18 0.21
2010 0.99 1.32 1.20 1.67 0.44 1.74 0.38 1.88 0.17 0.19
2011 0.89 0.97 0.80 1.63 0.44 1.74 0.37 1.88 0.22 0.20

Net profit or net loss from the trading portfolio2

2005 0.15 0.41 0.56 —-0.04 0.02 0.02 0.18 0.01 0.00 0.00
2006 0.06 0.11 0.15 —0.04 0.06 0.02 0.17 0.01 0.00 0.00
2007 —-0.01 0.03 0.08 =0.13 -0.10 0.01 =0.19 0.01 0.00 0.00
2008 -0.22 —0.55 —-0.69 -0.14 -0.09 0.00 -0.33 0.00 0.00 0.00
2009 0.09 0.18 0.22 0.08 0.06 0.02 0.33 0.01 0.00 0.00
2010 0.07 0.17 0.23 0.00 0.03 0.00 0.19 0.00 0.00 0.00
2011 0.05 0.13 0.15 0.05 -0.04 0.00 0.06 0.00 0.00 0.00

Operating result before the valuation of assets

2005 0.67 0.93 0.80 1.33 0.31 0.99 0.38 0.99 0.30 0.39
2006 0.64 0.73 0.57 1.27 0.40 0.98 0.28 1.26 0.29 0.40
2007 0.54 0.67 0.53 1.14 0.27 0.84 0.05 0.89 0.33 0.34
2008 0.34 0.08 -0.22 0.99 0.36 0.82 0.03 0.93 0.28 0.34
2009 0.55 0.51 0.40 0.77 0.43 0.90 0.52 0.92 0.31 0.42
2010 0.56 0.50 0.35 0.91 0.37 1.03 0.42 1.07 0.30 0.42
2011 0.50 0.46 0.30 1.04 0.30 1.03 0.27 1.06 0.08 0.36

Net income or net charges from the valuation of assets

2005 -0.19 -0.15 —-0.09 -0.36 —-0.05 —0.50 —0.08 —-0.52 -0.13 —-0.01
2006 -0.18 -0.16 -0.10 -0.34 0.08 —0.52 —0.05 -0.71 -0.12 —0.08
2007 -0.29 -0.17 -0.13 -0.31 -0.13 -0.43 -0.18 -0.44 -0.14 -0.96
2008 -0.44 -0.34 -0.32 -0.42 —0.50 —0.47 -0.25 -0.56 -0.48 -0.53
2009 -0.34 -0.31 -0.28 —-0.40 -0.38 —0.42 0.01 -0.33 —0.43 -0.25
2010 =0.19 -0.16 —-0.08 -0.36 -0.15 =033 0.00 -0.33 -0.31 —0.05
2011 0.03 -0.11 —-0.06 -0.32 —-0.05 0.69 0.41 —-0.05 —-0.25 0.08

For footnotes *, ©, see p 35. 1 Interest received plus current income and profits transferred from profit pooling, a profit transfer agreement
or a partial profit transfer agreement. 2 Up to 2009, net profit or net loss on financial operations.
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Major components of credit institutions’ profit and loss accounts,

by category of banks" (cont’d)

As a percentage of the average balance sheet totalo

Financial year

2005
2006
2007
2008
2009
2010
2011

2005
2006
2007
2008
2009
2010
2011

2005
2006
2007
2008
2009
2010
2011

2005
2006
2007
2008
2009
2010
2011

Commercial banks

All cat-
egories

of banks  Total

Operating result

0.48 0.77
0.46 0.57
0.25 0.51
-0.10 -0.26
0.21 0.20
0.37 0.35
0.53 0.34

Net other and extraordinary income or charges

—-0.04 —0.07
-0.10 -0.18

0.00 0.13
-0.20 -0.29
-0.26 —0.43
-0.15 -0.23
-0.19 -0.29

of which

Big
banks

0.71
0.47
0.41
-0.54
0.12
0.27
0.24

0.05
—-0.09

0.28
-0.26
-0.47
-0.17
-0.24

Regional
banks
and
other
commer-
cial
banks

0.96
0.93
0.84
0.57
0.37
0.55
0.72

—0.47
—-0.50
-0.36
-0.39
-0.37
-0.40
—0.47

Profit for the financial year before tax

0.44 0.70
0.36 0.39
0.25 0.64
-0.30 —-0.55
—-0.04 -0.24
0.22 0.12
0.34 0.06

Profit for the financial year after tax

0.31 0.50
0.29 0.32
0.18 0.52
-0.32 —0.54
—-0.09 -0.23
0.16 0.08
0.26 0.02

For footnotes *, °, see p 35.
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0.77
0.38
0.68
-0.81
-0.35
0.10
0.00

0.56
0.33
0.57
-0.76
-0.31
0.08
-0.02

0.49
0.43
0.48
0.18
0.00
0.14
0.26

0.31
0.27
0.36
0.10
—0.06
0.07
0.18

Landes-
banken

0.26
0.48
0.15
-0.14
0.05
0.22
0.25

—-0.07
-0.12
-0.10
-0.21
—0.42
-0.28
-0.25

0.19
0.36
0.05
-0.36
-0.37
-0.06
0.00

0.17
0.31
0.03
-0.39
-0.39
—0.05
-0.04

Savings
banks

0.50
0.46
0.40
0.35
0.48
0.71
1.72

0.00
—0.02
—0.04
-0.14
—0.04
—-0.09
-0.17

0.49
0.44
0.37
0.21
0.44
0.62
1.55

0.27
0.24
0.21
0.11
0.23
0.38
1.30

Regional
institu-
tions of
credit
coopera-
tives

0.30
0.24
-0.13
-0.23
0.53
0.42
0.68

-0.11
—-0.07
—-0.02

0.08
-0.27
-0.18
-0.24

0.18
0.16
-0.15
-0.15
0.26
0.23
0.44

0.18
0.35
0.11
0.05
0.28
0.24
0.41

Credit
coopera-
tives

0.47
0.55
0.45
0.37
0.58
0.74
1.02

0.25
0.06
0.02
-0.05
-0.08
—0.05
—-0.03

0.72
0.61
0.47
0.32
0.50
0.69
0.98

0.47
0.47
0.30
0.23
0.28
0.45
0.71

Mort-

gage
banks

0.18
0.17
0.18
—-0.20
=0.12
0.00
-0.18

-0.16
-0.10
-0.14
-0.15
—0.05
—-0.01

0.13

0.02
0.06
0.04
—-0.35
-0.18
-0.01
—0.05

—0.02
0.04
0.02

=0.37

—-0.20

—-0.01

-0.06

Deutsche Bundesbank

Special
purpose
banks

0.38
0.32
-0.62
-0.19
0.18
0.37
0.43

—0.01

0.01
—-0.07
-0.19
—-0.01

0.01
—-0.05

0.37
0.33
-0.70
-0.38
0.17
0.38
0.39

0.36
0.32
-0.71
-0.39
0.17
0.37
0.38
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Credit institutions’ profit and loss accounts”

Interest business Non-interest business General administrative spending
Net com- Net profit

Net interest missions Total other  or net loss

received Total received Commis- Total adminis- from the

(col 2 less interest Interest (col 5 less sions Commis- (col 8 plus trative trading

col 3) received! paid col 6) received sions paid col 9) Staff costs spending? portfolio3
Financial year 1 2 3 4 5 6 7 8 9 10

€ billion
2004 85.0 303.6 218.6 25.3 32.0 6.8 75.8 41.2 34.6 1.3
2005 88.2 329.1 240.9 27.8 354 7.6 78.8 434 35.4 11.4
2006 89.1 357.5 268.3 29.9 38.4 8.6 81.5 46.0 35.5 4.4
2007 91.6 418.9 327.4 31.7 42.2 10.5 81.6 44.6 37.0 = 1.1
2008 90.6 432.8 342.2 29.7 411 1.3 78.7 42.0 36.7 - 187
2009 91.5 309.9 218.4 27.4 39.4 12.0 82.2 45.0 37.2 6.9
2010 92.1 262.2 170.0 28.6 40.6 12.0 80.2 42.3 38.0 5.7
2011 91.4 296.1 204.7 28.8 39.7 10.9 80.1 41.7 38.4 4.6

Year-on-year percentage change5

2005 3.9 8.4 10.2 9.9 10.4 12.0 4.0 5.4 2.4 806.3
2006 1.0 8.6 1.4 7.4 8.7 133 3.4 5.9 0.4 - 614
2007 2.8 17.2 22.0 6.1 9.8 22.7 0.1 -3.0 4.1

2008 -08 34 4.5 -6.9 -36 6.2 -38 -6.0 -1.0 —1,545.1
2009 0.9 —28.4 —36.2 -7.7 -4.0 5.8 4.4 7.0 1.5

2010 0.7 -15.4 —22.1 4.5 3.1 -0.2 -24 -6.0 2.0 - 173
2011 -08 12.9 20.4 0.6 -23 -9.2 -0.2 -1.4 1.2 - 194

As a percentage of the average balance sheet total

2004 1.18 4.23 3.04 0.35 0.45 0.09 1.05 0.57 0.48 0.02
2005 1.17 4.37 3.20 0.37 0.47 0.10 1.05 0.58 0.47 0.15
2006 1.15 4.63 3.48 0.39 0.50 0.1 1.06 0.60 0.46 0.06
2007 1.12 5.13 4.01 0.39 0.52 0.13 1.00 0.55 0.45 - 0.01
2008 1.09 5.20 411 0.36 0.49 0.14 0.95 0.50 0.44 - 0.22
2009 1.14 3.86 2.72 0.34 0.49 0.15 1.02 0.56 0.46 0.09
2010 1.14 3.23 2.10 0.35 0.50 0.15 0.99 0.52 0.47 0.07
2011 1.02 3.30 2.28 0.32 0.44 0.12 0.89 0.46 0.43 0.05
* The figures for the most recent date should be regarded as provisional in all and profits transferred under profit pooling, a profit transfer agreement or a par-

cases. Excluding building and loan associations, institutions in liquidation, and tial profit transfer agreement. 2 Including depreciation of and value adjustments
institutions with a truncated financial year. 1 Interest received plus current income to tangible and intangible assets, but excluding depreciation of and value adjust-
Deutsche Bundesbank
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Operating
result before  Net income
the valuation  or net charges Profit or
of assets from the loss (=) for
(col 1 plus valuation of Net other Profit for the financial Memo item
Net other col 4 less assets (other and extra- the financial year after Balance
operating col 7 plus than tangible  Operating ordinary year before Taxes on tax sheet total
income or col 10 plus or financial result (col 12 income or tax (col 14 income and (col 16 less as an annual
charges col 11) fixed assets) plus col 13) charges plus col 15) earnings col 17) average4
11 12 13 14 15 16 17 18 19 Financial year
€ billion
4.1 39.9 -17.3 22.6 - 123 10.4 5.6 4.8 7,183.7 2004
1.9 50.5 -14.0 36.5 - 32 33.2 9.7 23.5 7,524.7 2005
7.3 49.2 -14.0 35.2 - 76 27.6 5.4 22.2 7,719.0 2006
3.5 44.0 -23.6 20.5 0.1 20.5 6.0 14.6 8,158.9 2007
5.6 28.5 -36.6 - 82 - 16.9 -25.0 1.3 -26.3 8,327.1 2008
0.5 441 -26.9 17.2 - 20.6 - 35 3.9 - 74 8,022.1 2009
- 06 45.7 -15.4 30.3 - 125 17.8 52 12.6 8,105.2 2010
0.6 453 2.3 47.5 - 17.0 30.5 6.9 23.6 8,968.7 2011
Year-on-year percentage change>
-53.9 26.7 18.9 61.5 73.6 221.2 75.0 391.6 4.8 2005
291.8 - 25 0.0 - 35 —-135.2 -17.0 —44.4 - 56 2.6 2006
-51.9 -10.6 —68.6 -41.9 . -256 9.8 -343 5.7 2007
55.6 -353 —-549 . . . -78.1 . 2.1 2008
-90.6 55.1 26.4 . - 18.6 88.8 195.6 74.4 —3.7 2009
3.6 42.9 76.6 39.3 . 32.6 . 1.0 2010
- 1.0 . 56.8 - 36.0 71.4 32.3 87.5 10.7 2011
As a percentage of the average balance sheet total
0.06 0.56 -0.24 0.31 - 0.17 0.14 0.08 0.07 . 2004
0.02 0.67 -0.19 0.48 - 0.04 0.44 0.13 0.31 . 2005
0.09 0.64 -0.18 0.46 - 0.10 0.36 0.07 0.29 . 2006
0.04 0.54 -0.29 0.25 0.00 0.25 0.07 0.18 . 2007
0.07 0.34 -0.44 -0.10 - 0.20 -0.30 0.02 -0.32 . 2008
0.01 0.55 -0.34 0.21 - 0.26 -0.04 0.05 -0.09 . 2009
-0.01 0.56 -0.19 0.37 - 0.15 0.22 0.06 0.16 . 2010
0.01 0.50 0.03 0.53 - 0.19 0.34 0.08 0.26 . 2011

ments to assets leased (“broad” definition). 3 Up to 2009, net profit or net loss on of savings banks and of the foreign branches of regional institutions of credit co-
financial operations. 4 Excluding the balance sheet total of the foreign branches operatives. 5 Statistical changes have been eliminated.
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Profit and loss accounts, by category of banks

€ million
Interest business Non-interest business General administrative spending
Net Net com- Net profit
interest missions Other or net loss
Number of  received Total received Commis- Total adminis- from the
reporting (col 3 less interest Interest (col 6 less sions Commis- (col 9 plus trative trading
. - institutions  col 4) received! paid col 7) received sions paid  col 10) Staff costs  spending2  portfolio3
inancia
year 1 2 3 4 5 6 7 8 9 10 11
All categories of banks
2006 1,940 89,124 357,461 268,337 29,852 38,411 8,559 81,474 45,989 35,485 4,413
2007 1,903 91,577 418,933 327,356 31,681 42,179 10,498 81,561 44,604 36,957 - 1,143
2008 1,864 90,636 432,846 342,210 29,718 41,060 11,342 78,731 42,033 36,698 -18,718
2009 1,819 91,472 309,873 218,401 27,402 39,405 12,003 82,207 44,964 37,243 6,906
2010 1,798 92,136 262,181 170,045 28,639 40,614 11,975 80,229 42,259 37,970 5,712
2011 1,778 91,397 296,082 204,685 28,797 39,674 10,877 80,104 41,686 38,418 4,602
Commercial banks
2006 174 34,584 116,283 81,699 16,504 21,332 4,828 36,939 19,402 17,537 2,759
2007 173 38,076 140,346 102,270 17,757 24,205 6,448 37,623 19,454 18,169 884
2008 181 35,704 140,162 104,458 15,994 23,061 7,067 35,444 16,868 18,576 -16,343
2009 183 32,803 88,667 55,864 15,095 21,816 6,721 38,241 18,904 19,337 4,896
2010 183 32,525 73,870 41,345 15,799 22,770 6,971 37,580 17,407 20,173 4,706
2011 183 32,634 77,273 44,639 16,155 22,764 6,609 37,002 16,823 20,179 4,987
Big banks
2006 5 22,111 87,108 64,997 10,861 13,365 2,504 25,438 13,936 11,502 2,971
2007 5 24,454 104,238 79,784 11,365 14,634 3,269 25,321 13,709 11,612 1,764
2008 5 21,828 100,199 78,371 9,895 13,541 3,646 22,594 10,917 11,677 - 15,373
2009 4 21,060 56,590 35,530 9,565 13,035 3,470 25,349 12,811 12,538 4,262
2010 4 19,584 45,236 25,652 10,215 13,552 3,337 24,754 11,873 12,881 4,706
2011 4 19,121 47,102 27,981 10,591 13,399 2,808 24,107 11,095 13,012 4,576
Regional banks and other commercial banks
2006 152 12,362 28,507 16,145 5,496 7,815 2,319 11,335 5,383 5,952 - 238
2007 151 13,466 35,134 21,668 6,194 9,366 3,172 12,127 5,658 6,469 - 901
2008 158 13,660 38,753 25,093 5,939 9,354 3,415 12,637 5,858 6,779 - 983
2009 161 11,519 31,235 19,716 5,369 8,615 3,246 12,624 5,997 6,627 614
2010 161 12,664 28,097 15,433 5,442 9,068 3,626 12,538 5,441 7,097 - 16
2011 161 13,213 29,519 16,306 5,435 9,219 3,784 12,662 5,621 7,041 392
Branches of foreign banks
2006 17 111 668 557 147 152 5 166 83 83 26
2007 17 156 974 818 198 205 7 175 87 88 21
2008 18 216 1,210 994 160 166 6 213 93 120 13
2009 18 224 842 618 161 166 5 268 96 172 20
2010 18 277 537 260 142 150 8 288 93 195 16
2011 18 300 652 352 129 146 17 233 107 126 19
Landesbanken
2006 12 10,030 81,578 71,548 2,206 3,784 1,578 7,646 4,204 3,442 1,010
2007 12 10,877 94,386 83,509 2,247 3,987 1,740 7,248 3,747 3,501 - 1,726
2008 10 12,161 94,705 82,544 2,177 4,015 1,838 7,364 3,659 3,705 - 1,514
2009 10 11,354 60,664 49,310 1,181 3,614 2,433 7,111 3,622 3,489 907
2010 10 10,325 48,471 38,146 1,225 3,379 2,154 6,689 3,261 3,428 472
2011 10 10,548 81,148 70,600 1,113 3,037 1,924 6,681 3,202 3,479 - 541

For footnotes *, 1-6, see p 42 and p 43.
Deutsche Bundesbank



Net other
operating
income or
charges

2,089
2,506

- 1,165
719

1,026

652
501
205

44

Operating
result be-
fore the
valuation
of assets
(col 2 plus
col 5 less
col 8 plus
col 11 plus
col 12)

13

49,207
43,999
28,460
44,091
45,699
45,250

18,997
19,790

2,417
13,828
14,285
17,493

6,626
4,576
6,112
6,832
5,538
4,483

Net
income

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

14

— 14,000
— 23,603
—36,611
—26,930
- 15,389

2,270

- 4,092
— 4,879
- 10,161
- 8,442
— 4434
— 4346

1,373
- 2,163
— 8,547
- 6,096
- 2,270
- 684

Operating
result

(col 13 plus
col 14)

15

35,207
20,457
- 8,151
17,161
30,310
47,520

14,905
14,927

- 7,744
5,386
9,851
13,147

7,999
2,461

- 2,435
736
3,268
3,799

Net other
and extra-
ordinary
income or
charges

16

- 7,610

74
- 16,863
—20,648
—12,525
-17,039

- 4,761

3,799
- 8,676
- 11,860
= (5,512
-10,953

- 1,832

6,209
- 5,818
- 9,041
- 3,469
= 7,331

Profit for
the finan-
cial year
before tax
(col 15 plus
col 16)

10,144
18,726
- 16,420
- 6,474
3,339
2,194

7,520
15,290
- 17,833
- 6,691

6,014

- 6,051
- 5913

72

Taxes on
income
and
earnings4

18

5,421
5,953
1,327
3,915
5,192
6,869

1,904
3,450
- 461
- 162
1,104
1,282

936
2,549
- 1,096
- 724
488
563

915
823
572
497

634

878
283

223

697

Profit or
loss (-) for
the finan-
cial year
after tax
(col 17 less
col 18)

19

22,176
14,580
—26,341
- 7,402
12,593
23,612

8,240
15,276
—-15,959
- 6,312
2,235
912

6,584
12,741
- 16,737
- 5,966
1,551

= @By

Withdraw-
als from or
transfers to
(-) reserves
and par-
ticipation
rights
capital®

20

-11,818

21,549
2,432
—13,423
—24,734

- 2,867
- 5779
16,697
8,568

768

- 2,807
- 5,386
16,810
8,392
837
2,645

Balance
sheet
profit or
loss ()

(col 19 plus
col 20)

21

Memo
item
Average
annual
balance
sheet
totalé

22

All categories of banks

7,718,988
8,158,884
8,327,069
8,022,116
8,105,203
8,968,671

Commercial banks

5,373
9,497

738
2,256
1,994
1,680

2,601,671
2,935,195
2,964,986
2,735,704
2,845,575
3,825,768

Big banks

1,995,918
2,240,698
2,212,741
1,931,021
2,061,016
3,010,173

Regional banks and other commercial banks

5,136
507

- 6,680
- 6,136
- 828
- 625

= 60
- 393
- 113

|
o
o)
©

1,525

(|
Ul N
w O
w o

586,058
671,668
722,740
766,860
751,218
778,662

Branches of foreign banks

3,835

6,809
3,791
690
267

71 19,695
121 22,829
49 29,505
128 37,823
139 33,341
146 36,933
Landesbanken
1,301 1,651,972
907 1,668,143
129 1,695,465
-2,345 1,587,259
- 138 1,512,276
— 358 1,504,774

Deutsche Bundesbank

Financial
year

2006
2007
2008
2009
2010
2011

2006
2007
2008
2009
2010
2011
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Profit and loss accounts, by category of banks™ (cont’d)

€ million
Interest business Non-interest business General administrative spending
Net Net com- Net profit
interest missions Other or net loss
Number of  received received Commis- Total adminis- from the
reporting (col 3 less Interest Interest (col 6 less  sions Commis- (col 9 plus trative trading
. ” institutions  col 4) received! paid col 7) received sions paid  col 10) Staff costs  spending2  portfolio3
inancia
year 1 2 3 4 5 6 7 8 9 10 11
Savings banks
2006 457 22,449 47,046 24,597 5,854 6,244 390 19,014 11,693 7,321 176
2007 446 20,949 48,987 28,038 6,082 6,492 410 19,373 11,338 8,035 151
2008 438 20,861 51,861 31,000 5,994 6,416 422 18,865 11,534 7,331 35
2009 431 22,570 46,406 23,836 5,858 6,298 440 19,109 11,912 7,197 172
2010 429 23,506 43,023 19,517 6,124 6,591 467 18,665 11,546 7,119 46
2011 426 23,791 43,556 19,765 6,183 6,575 392 18,736 11,562 7,174 - 20
Regional institutions of credit cooperatives
2006 2 1,009 7,439 6,430 336 807 471 1,095 673 422 403
2007 2 1,265 9,044 7,779 298 799 501 1,000 552 448 - 482
2008 2 1,590 10,671 9,081 299 759 460 976 516 460 - 910
2009 2 1,175 7,512 6,337 373 798 425 1,069 598 471 881
2010 2 1,259 5,958 4,699 347 828 481 990 545 445 491
2011 2 1,242 5,912 4,670 352 766 414 1,018 530 488 179
Credit cooperatives
2006 1,257 13,716 27,427 13,711 3,949 4,601 652 13,536 8,250 5,286 57
2007 1,232 13,219 29,281 16,062 4,138 4,809 671 13,056 7,807 5,249 52
2008 1,197 13,205 31,770 18,565 4,037 4,720 683 12,909 7,874 5,035 10
2009 1,157 15,062 29,842 14,780 3,893 4,665 772 13,380 8,283 5,097 52
2010 1,138 16,264 28,085 11,821 4,114 4,926 812 13,134 7,940 5,194 10
2011 1,121 16,331 27,941 11,610 4,090 4,936 846 13,384 7,985 5,399 11
Mortgage banks
2006 22 3,774 46,761 42,987 285 603 318 1,606 808 798 6
2007 22 3,737 60,944 57,207 378 669 291 1,578 751 827 - 17
2008 19 3,213 63,510 60,297 418 787 369 1,393 606 787 = 4
2009 18 3,760 43,235 39,475 129 910 781 1,432 639 793 = 3
2010 18 3,505 35,431 31,926 197 800 603 1,374 533 841 - 6
2011 18 2,616 32,015 29,399 138 373 235 1,417 552 865 = 4
Special purpose banks
2006 16 3,562 30,927 27,365 718 1,040 322 1,638 959 679 2
2007 16 3,454 35,945 32,491 781 1,218 437 1,683 955 728 - 5
2008 17 3,902 40,167 36,265 799 1,302 503 1,780 976 804 8
2009 18 4,748 33,547 28,799 873 1,304 431 1,865 1,006 859 1
2010 18 4,752 27,343 22,591 833 1,320 487 1,797 1,027 770 = 7
2011 18 4,235 28,237 24,002 766 1,223 457 1,866 1,032 834 = 10
Memo item: Banks majority-owned by foreign banks?
2006 44 8,678 32,318 23,640 3,694 4,867 1,173 7,672 3,711 3,961 325
2007 42 10,189 39,607 29,418 4,038 5,725 1,687 8,115 3,927 4,188 - 542
2008 44 10,163 39,246 29,083 3,777 5911 2,134 8,371 3,947 4,424 -3,392
2009 43 9,831 26,212 16,381 3,311 5,272 1,961 8,811 4,471 4,340 1,277
2010 42 9,104 22,602 13,498 3,331 5,236 1,905 7,618 3,432 4,186 371
2011 39 9,899 23,941 14,042 3,252 4,954 1,702 7,946 3,552 4,394 = 173

* The figures for the most recent date should be regarded as provisional in all
cases. Excluding building and loan associations, institutions in liquidation and in-
stitutions with a truncated financial year. 1 Interest received plus current income
and profits transferred from profit pooling, a profit transfer agreement or a partial

Deutsche Bundesbank

profit transfer agreement. 2 Including depreciation of and value adjustments to
tangible and intangible assets, but excluding depreciation of and value adjust-
ments to assets leased (“broad” definition). 3 Up to 2009, net profit or net loss on
financial operations. 4 In part, including taxes paid by legally dependent building



Net other
operating
income or
charges

12

419
690
548
105
31

- 60

Operating
result be-
fore the
valuation
of assets
(col 2 plus
col 5 less
col 8 plus
col 11 plus
col 12)

13

9,884
8,513
8,573
9,596
11,042
11,158

666
122

1,368
1,090
745

7,503
5,474
5,980
6,201
7,480
7,553

2,524
2,809
2,309
2,481
2,408

508

3,007
2,715
2,997
3,785
3,856
3,310

5213
5,991
2,522
5,978
5,216
5,469

Net
income

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

14

- 5,246
- 4,376
- 4,900
— 4,484
- 3,493

7,426

- 1
— 455
- 694

27

1,124

—4,249
-2,714
—-3,615
—-2,258
-2,316
- 329

- 1,067
—1,244
=3,977
—3,481
—2,423
- 1,641

- 608
-7,772
-4,717
-2,196
- 460

720

- 1,852
—2,204
—-2,887
= 2,953
- 1,697
-2,127

Operating
result

(col 13 plus
col 14)

15

4,638
4,123
3,673
5112
7,549
18,584

555

1,395

2,399
—5,047
-1,720

1,589

3,396

4,030

3,361
3,787
- 365
3,025
3,519
3,342

Net other
and extra-
ordinary
income or
charges

16

- 217
- 364
-1,512
- 402
= &3
-1,824

- 889
-1,190
— 1,245
- 419

826

55
- 575
- 1,694

76
— 455

— 1,287

5914
- 1,423
-1,816
-1,439
—1,543

Profit for
the finan-
cial year
before tax
(col 15 plus
col 16)

17

4,421
3,759
2,161
4,710
6,586
16,760

382

696

1,210

2,454
-5,622
—-3,414

1,509

3,472

3,575

and loan associations affiliated to Landesbanken. 5 Including profit or loss
brought forward and withdrawals from or transfers to the fund for general bank-
ing risks. 6 Excluding the balance sheet total of the foreign branches of savings
banks and of the foreign branches of regional institutions of credit cooperatives.

Taxes on
income
and
earnings4

18

1,973
1,574
1,016
2,245
2,513
2,744

829
1,054
571
1,490
1,620
1,930

7 Separate presentation of the (legally independent) credit institutions majority-
owned by foreign banks and included in the categories “Big banks”, “Regional

Profit or
loss (-) for
the finan-
cial year
after tax
(col 17 less
col 18)

19

2,448
2,185
1,145
2,465
4,073
14,016

Withdraw-
als from or
transfers to
(+) reserves
and par-
ticipation
rights
capital®

20

- 855
- 819
- 143
- 1,201
- 2,555
—12,403

Balance

sheet

profit or
loss (-)

(col 19 plus
col 20)

21

1,593
1,366
1,002
1,264
1,518
1,613

Memo
item
Average
annual
balance
sheet
totalé

22

Savings banks

1,007,033
1,019,129
1,042,947
1,060,725
1,070,231
1,078,852

Regional institutions of credit cooperatives

810
274
142
733
620
1,119

2,385
—5,698
- 3,451

1,516

3,393

3,524

Memo item

1,557
8,932
-2,150
713
1,530
1,510

- 589
= 38
= 41
- 542
402

|
k=)
o

| I |
NN
NN N U
AW — O

- 119
- 625
- 452
- 3,093
- 4,494
- 4,321

- 1,997

6,123
- 898
4,367
4,625
4,363

221
236
101
191
218
101

233,847
254,397
273,650
263,438
262,437
275,900

Credit cooperatives

595,576
614,428
641,771
676,780
697,694
711,046

Mortgage banks

253
415
3,458
4,675
4,563
4,702

878,310
859,798
821,083
803,949
793,476
645,145

Special purpose banks

388
425
4,349
2,851
1,232
839

750,579
807,794
887,167
894,261
923,514
927,186

. Banks majority-owned by foreign banks?

- 51
- 3,885
2,508

679,356
766,323
732,683
679,565
666,637
756,406

banks and other commercial banks” and “Mortgage banks”.
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Credit institutions’ charge and income items”

€ billion
Charges
General administrative spending
Staff costs
Social security costs
and costs relating
to pensions and
other benefits
Gross loss
on trans-
actions in
Net loss goods
Number fromthe  and sub- Other
of report- trading sidiary Wages adminis-
Financial  ing insti- Interest Commis-  port- trans- and of which  trative
year tutions Total paid sions paid ~ folio 1) actions Total Total salaries Total Pensions  spending?
2003 2,128 364.8 227.0 6.3 0.4 0.0 71.9 41.6 32.1 9.5 3.9 30.3
2004 2,055 346.7 218.6 6.8 0.9 0.0 71.0 41.2 31.6 9.6 4.0 29.8
2005 1,988 373.0 240.9 7.6 0.6 0.0 74.5 43.4 333 10.2 4.6 31.0
2006 1,940 398.1 268.3 8.6 0.5 0.0 77.6 46.0 353 10.7 5.0 31.6
2007 1,903 472.9 327.4 10.5 45 0.0 77.8 44.6 35.1 9.5 3.9 33.2
2008 1,864 522.6 342.2 1.3 19.8 0.0 751 42.0 32.8 9.2 4.1 33.1
2009 1,819 379.1 218.4 12.0 1.2 0.0 78.7 45.0 34.5 10.4 4.7 33.7
2010 1,798 319.6 170.0 12.0 0.7 0.0 76.8 42.3 34.5 7.8 2.3 34.5
2011 1,778 358.8 204.7 10.9 1.2 0.0 76.7 41.7 34.0 7.7 2.4 35.0
Income
Interest received Current income Profits
transferred
under profit
pooling,
a profit
transfer
from from debt from agreement
lending securities shares and or a partial
and money  and Debt other vari- from parti- from shares  profit Commis-
Financial market Register able yield cipating in affiliated  transfer sions
year Total Total transactions  claims Total securities interests# enterprises agreement received
2003 361.1 294.2 243.6 50.7 11.0 6.5 1.2 3.3 3.5 30.6
2004 351.5 285.7 2359 49.9 14.7 9.6 1.2 3.8 3.2 32.0
2005 396.5 306.7 252.6 541 17.0 12.4 1.3 3.4 53 35.4
2006 420.2 332.8 2741 58.7 18.8 14.1 1.2 3.5 5.9 38.4
2007 487.5 390.0 318.7 71.4 24.0 18.0 1.9 4.0 49 42.2
2008 496.2 408.7 330.0 78.8 19.0 12.4 1.5 5.1 5.1 411
2009 371.7 295.4 241.0 54.4 11.4 7.0 0.9 3.5 3.1 394
2010 332.2 248.0 205.4 42.6 12.1 6.9 0.9 4.3 2.1 40.6
2011 382.4 282.1 240.2 41.9 11.0 6.5 1.2 3.3 3.0 39.7
* The figures for the most recent date should be regarded as provisional in all operations. 2 Spending item does not include depreciation of and value adjust-
cases. Excluding building and loan associations, institutions in liquidation, and ments to tangible and intangible assets, shown net of depreciation of assets
institutions with a truncated financial year. 1 Up to 2009, net loss on financial leased (“narrow” definition). All other tables are based on a broad definition of
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Value adjustments in
respect of tangible and
intangible assets

Total

55
4.9
43
3.9
3.8
3.8
3.9
3.9
54

Net profit
from the
trading
portfolio>
6.8
2.2
12.1
49
3.3
1.0
8.1
6.4
5.8

of which

Assets

leased
0.1
0.1
0.0
0.0
0.0
0.2
0.3
0.5
2.0

Other
opera

ting

charges

Gross profit

on trans-
actions in
goods and
subsidiary

transactions

0.2
0.2
0.2
0.2
0.2
0.2
0.2
0.2
0.2

54
3.8
5.8
4.7
53
5.6
8.1
1.2
17.0

Value ad-
justments
in respect
of loans
and ad-
vances,
and provi-
sions for
contingent
liabilities

and fo

r

commit-

ments

Value re-
adjustments
in respect of
loans and
advances, and
provisions for
contingent
liabilities and
for commit-

ments

1.6
2.2
3.9
3.9
2.9
2.5
1.9
2.8
14.2

233
194
17.9
17.9
26.5
39.1
28.8
18.2
11.9

Value ad-
justments
in respect
of partici-
pating
interests,
shares in
affiliated
enterprises
and
securities
treated as
fixed assets

7.5
1.4
0.7
2.6
3.9
15.3
9.6
4.0
1.1

Value re-
adjustments
in respect of
participating
interests,
shares in
affiliated
enterprises
and securities
treated as
fixed assets

2.2
1.1
5.0
2.3
9.0
1.8
1.1
1.6
0.7

Charges
incurred

from loss
transfers

29
1.4
1.4
0.8
0.9
33
3.8
3.9
6.6

Other operating income

Total

9.3
8.0
7.7
12.0
8.8
11.4
9.0
11.2
19.9

“other administrative spending”. 3 In part, including taxes paid by legally depend-
ent building and loan associations affiliated to Landesbanken. 4 Including

Taxes on
Transfers Extra- income
to special ordinary and Other
reserves charges earnings3  taxes
0.1 53 55
0.0 8.9 5.6
0.0 4.7 9.7
0.0 2.7 5.4
0.1 1.3 6.0
0.0 1.9 1.3
0.0 7.3 3.9
0.0 10.4 52
0.0 2.6 6.9
Income from
of which the release
from leasing of special Extraordinary
business reserves income
0.2 0.5 1.1
0.2 0.0 1.7
0.1 0.1 3.1
0.0 0.0 0.9
0.0 0.0 2.1
0.5 0.1 3.6
0.8 0.0 1.3
0.9 0.0 6.1
6.3 0.0 0.7

amounts paid up on cooperative society shares. 5 Up to 2009, net profit on finan-

cial operations.

0.2
0.2
0.2
0.2
0.2
0.2
0.2
0.3
0.6

Profits
transferred
under
profit
pooling,

a profit
transfer
agreement
or a partial
profit
transfer
agreement

3.6
3.9
4.7
4.9
4.9
3.5
3.2
3.1
34

Income from
loss transfers

0.1
0.5
0.1
0.1
0.0
1.7
0.9
1.2
52

Deutsche Bundesbank

Financial
year
2003
2004
2005
2006
2007
2008
2009
2010
2011

Financial
year
2003
2004
2005
2006
2007
2008
2009
2010
2011
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