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report  
oF the supervisory Board
After the merger of WGZ BANK Luxembourg S. A. and DZ PB S. A. into DZ PRIVATBANK S. A. on  
9 June 2011, DZ PRIVATBANK S. A. switched from a single-tier (Board of Directors) to a two-tier governance 
system with a separate Supervisory Board and Board of Management.

The Supervisory Board and Presidency Committee appointed by the Board advised and supervised the 
members of the Board of Management in accordance with legal requirements and the provisions of the articles 
of association; decisions on the transactions presented for their approval were also made.

cooperation with the Board oF management

The Board of Management reported regularly, promptly and extensively in verbal and written form to the  
Supervisory Board regarding the position and performance of the Company and the Group regarding the  
day-to-day business. Furthermore, the Board of Management informed the Supervisory Board on a regular  
basis concerning the future business policy, including the strategic and organisational direction  
of DZ PRIVATBANK. 

In the forefront of the reporting were the commercial position of the company, corporate planning and strategy,  
as well as key financial data. A particular point of discussion among the Supervisory Board was the integration 
of an acquired client portfolio, along with the merger with WGZ BANK Luxembourg S. A. and the further  
development of branches in Germany. DZ PRIVATBANK thereby strengthened its cooperative-focussed strategy 
which again this year constituted the requirement for further growth. The structures and processes created 
guarantee a customer-driven approach to the market in the sense of the subsidiarity-based division of tasks with 
the cooperative banks, which covers all areas of business.

Following the merging of the offices in Luxembourg and the successful completion of the project work to take 
over the private banking activities of WGZ BANK in Düsseldorf, it is now possible to implement a uniform 
market entry, which is coordinated with the governing bodies of the cooperative financial network, in the target 
customer segment of "wealthy private and corporate clients" throughout Germany. "VR-PrivateBanking", the 
new service brand name for corporate private banking forms the core of this strategy. DZ PRIVATBANK there-
fore offers cooperative banks and the joint clients a competitive and efficient solution as their subsidiary partner.  
With around 200 partner banks which, along with DZ PRIVATBANK, offer comprehensive local services for 
wealthy private and corporate customers, the conditions have been created through the seven branches in  
Germany to further increase the proximity to the client, particularly for the cooperative banks.

At meetings and during discussions of the Supervisory Board, particular emphasis was also placed on develop-
ments in the other activity segments of Credit, Investment Fund Services and Treasury/Brokerage – also in view 
of the background of the effects of the financial markets. The debt crisis as well as the falling global growth  
dynamic shaped the volatile development of the financial markets and were the cause of the widespread uncer-
tainty amongst capital market participants.
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The Supervisory Board examined the risk position of the Company and the further development of the sys-
tems and procedures during the control of, in particular, operational, market and credit risks, as well as other 
important risks typical of the banking industry.

drawing up oF the annual Financial statements 

The Presidency Committee and the Supervisory Board examined in detail the annual financial statements and 
the operations report for the 2011 financial year. The audit report of Ernst & Young S. A. was also available. 
Representatives of the auditors attended the meeting of the Presidency Committee at which the annual financial 
statements were examined. They reported extensively on the results of the audit and were available to give addi-
tional explanations and opinions. The auditor gave an unqualified report.

The Supervisory Board did not raise any objections to the annual financial statements drawn up by the Board of 
Management for the 2011 financial year and endorsed the auditors' report.

Against the background of the costs of investing in Greek government bonds, the Supervisory Board en-
dorsed the proposal of the Board of Management to approve the annual financial statements which show a 
break-even result.

The Supervisory Board thanked the Board of Management and all DZ PRIVATBANK employees for their 
work in 2011.

Luxembourg, 17 February 2012

DZ PRIVATBANK S. A.

Lars Hille
Chairman of the Supervisory Board

5DZ PRIVATBANK 
ANNuAl RePoRT 2011
RePoRT of The suPeRVIsoRy BoARD



general perFormance

DZ PRIVATBANK S. A. reported a break-even result 
after tax for 2011. Profit was particularly affected by a 
write-off of Greek sovereign debt. The balance sheet 
total increased, particularly as a result of the merger by 
EUR 2.8 billion to EUR 16.5 billion.

assets

Amounts due from banks totalled EUR 4.6 billion 
(2010: EUR 3.0 billion), with EUR 1.2 billion  
(2010: EUR 1.1 billion) originating from currency 
loans to cooperative banks.

Loans and advances to customers rose to EUR 7.7 billion 
(2010: EUR 7.0 billion). EUR 7.1 billion (2010:  
EUR 6.5 billion) originated from customer loans guar-
anteed by local cooperative banks (LuxCredit). The 
rise was specifically attributable to foreign currency  
effects, as well as the merger with WGZ BANK  
Luxembourg S. A.

Investments in securities rose by EUR 0.5 billion to 
EUR 3.5 billion. These included EUR 2.7 billion 
with banks and EUR 0.5 billion with public bodies. 
Around 90 per cent of fixed-interest securities origi-
nated from certificates eligible for refinancing with  
the European Central Bank.

liaBilities

As at the balance sheet date, as a result of the merger 
amounts due to banks increased by EUR 1.1 billion to 
reach EUR 6.5 billion.

Customer deposits rose by EUR 1.6 billion to  
EUR 7.2 billion. These included deposits from legal 
entities of EUR 5.5 billion and deposits from individu-
als for EUR 1.5 billion. Together with debts evidenced 
by certificates amounting to EUR 1.6 billion (2010: 

EUR 1.5 billion), these deposits represent 53 per cent 
of the total refinancing funds. 

According to the assessment rules of the Luxembourg 
solvency guidelines, the Bank held equity capital  
totalling EUR 659 million. The equity-to-capital ratio 
DZ PRIVATBANK S. A. as at the balance sheet date 
was significantly higher at 20.5 per cent than the stat-
utory prescribed minimum standard of 8 per cent  
in relation to the risks assumed. DZ PRIVATBANK 
S. A. is a member of the protection scheme of the  
Federal Association of Volksbanken and Raiffeisen-
banks (BVR). 

proFit and loss account

Interest and commission income rose, inter alia due to 
the merger, by 35.8 per cent to EUR 267.9 million. 
The Bank's interest income (including income from se-
curities) of EUR 133.7 million (2010: EUR 99.4 million) 
also benefited from a favourable refinancing position 
and an expansion of the foreign currency-lending busi-
ness. A sharp rise in commission to EUR 134.2 million 
(2010: EUR 97.9 million) was mainly attributed to the 
merger and the new private client business acquired.  
A total of EUR 1.7 billion in new business was gener-
ated in the Group.

Financial transaction income of EUR 9.4 million 
(2010: EUR 4.6 million) originated mainly from cur-
rency brokerage.

General administrative costs, including depreciation 
on tangible assets, rose to EUR 134.2 million. This 
was due to the merger with WGZ Bank Luxembourg 
S. A., the expansion of the private banking segment 
(takeover of a Luxembourg bank's client base) and fur-
ther investments made as part of the private banking 
in Germany market initiative, which included German 
branches. This was compared to a 2010 figure of  
EUR 87.7 million). More specifically, the rise in staff 
costs to EUR 77.0 million (2010: EUR 53.1 million) 
was due to an increase in the average number of em-

operations report
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ployees as well as a statutory index adjustment.  
The increase in general administrative expenses to  
EUR 57.3 million (2010: EUR 34.6 million) was  
primarily attributable to the takeover of the activity  
of the branches in conjunction with the private  
banking in Germany initiative and the integration  
of WGZ BANK Luxembourg S. A.

The Greek sovereign debt holding of a nominal value 
of EUR 355 million was adjusted downwards by 25 
per cent of the nominal value. Including interest-hedg-
ing transactions, the charge against profits amounted 
to EUR 268.7 million. In order to be able to report a 
break-even annual profit, reserves of EUR 153 million 
were drawn upon.

approval oF the annual Financial 
statements and appropriation  
oF proFit

The Board of Management proposes that the statutory 
general meeting adopt the financial statements showing  
a break-even result. Accordingly, no resolution concern-
ing the appropriation of profit is needed.

staFF

As at the balance-sheet date, the Bank employed  
694 (full-time) staff. The Board of Management wishes 
to convey its thanks and appreciation to all staff for 
their high degree of personal commitment to the Bank’s 
business success during 2011. The Board of Manage-
ment wishes to express particular appreciation to the 
employees for coping with the additional workload 
caused by the merger and by the new structures and  
processes.

risk management system

An important feature of banking control is to ensure 
an effective system of risk management, which is the 
precondition for quantifying and controlling market 
and default risk. Cross-group business procedures, so-
phisticated products and multi-layered risk factors 
make the measurement and control of the overall risk 
situation a complex operation. 

The methods and procedures used within the risk 
management system and the stages of the process for 
identifying, quantifying, analysing, monitoring and 
controlling risk are regularly updated and improved. 
The Bank has an integrated risk-monitoring and  
control system to accomplish these tasks. All the risk 
limits and the Bank’s ability to bear risk are monitored 
at fixed intervals and the Bank’s risk strategy is ad-
justed when necessary.

Functioning independently, the Risk Control Depart-
ment continuously ensures that all the measured risks 
remain within the limits approved by the Supervisory 
Board. All forms of risk are monitored and aggregated 
daily throughout the entire Bank. All relevant com-
mittees and departments are kept up to date regarding 
the Bank's risk situation.

In addition to balance sheet assets and liabilities, the 
Bank also uses derivative financial instruments to  
control risk. These essentially comprise currency and 
interest futures transactions. Apart from controlling  
assets and liabilities, these instruments are also used to 
a limited extent for trading. All afore-mentioned in-
struments are taken into account in full when control-
ling and monitoring market price, adress default and 
liquidity risks.

Over the past year, the Bank complied, without excep-
tion, with the supervisory regulations relating to equity 
capital cover, liquidity and credit limits. 

outlook

No significant events relating to the financial year 
2011 occurred after the balance sheet date. 

diFFicult conditions –  
good positioning

DZ PRIVATBANK S. A. is approaching the new  
financial year with cautious optimism. Due to the 
growing worldwide economic downturn and the debt 
crisis in the eurozone and the USA, as well as the  
resulting uncertainty on the financial markets, market 
observers detect only a slight upturn on the capital 
markets. In addition, volatility is likely to continue on 
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the markets, thereby scarcely encouraging investors  
to abandon their risk-shy and defensive investment be-
haviour. Consequently, conservative and other asset 
types that underline the security aspect will remain  
in the foreground. Little of the high liquidity resources 
are likely to be moved into more risky investments, 
whereby there will be no significant growth momentum 
for the commission business.

Furthermore, the continuing consolidation process in 
many parts of the finance industry, the resulting 
stiffer competition, the considerably higher equity 
capital rules and the unabatedly high regulatory  
requirements imposed by the supervisory authorities, 
will put further pressure on profits.

DZ BANK feels it is well prepared to face these chal-
lenges. This is due above all, in these difficult times of 
financial and sovereign debt crisis, to the proven busi-
ness model of the Bank, with its four pillars of Private 
Banking, Treasury/Brokerage, Loans and Investment 
Fund Services being able to continue to generate stable 
value contributions in the future. The Bank also in-
tends to continue the balanced relationship between 
interest and commission income.  

As a subsidiary service provider and the largest  
foreign centre for the cooperative financial network,  
DZ PRIVATBANK sees considerable growth mo-
mentum in the private client business, the investment 
fund business and currency loans (LuxCredit).

many Fields oF application

In the medium-term, the unique market positioning 
of DZ PRIVATBANK in private banking through 
strictly marketable orientation, the unified market 
entry "VR-PrivateBanking", continuous client-driven 
focus and common group procedures should lead  
us to become one of the top five by market share in 
private banking in Germany. This is likely to be  
primarily achieved through the use of cross-selling 
potential within the DZ BANK Group and the  
cooperative banks, the usage of locational advantages, 
the acquisition of wealthy private clients in the cor-
porate client segment and by raising customer satis-
faction and loyalty. The branches in Germany along 
with the banks in Luxembourg, Switzerland and  

Singapore will provide integral and tailored client ad-
visory services on international markets.

The achievement of these goals will also be supported 
by additional synchronisation of the IT and procedural 
landscape, the establishment of a uniform and attrac-
tive commission structure as well as current and con-
tinuous training of employees. 

eXpansion through the removal oF 
the north-south divide

The Bank intends to further expand its good market 
positioning in the currency loan business by main-
taining existing large LuxCredit volumes at the banks 
with strong sales, and also by developing more poten-
tial banks. The further breakdown of the North-
South divide represents a significant strategic challenge. 
Compared with the cooperative banks in Bavaria  
and Baden-Württemberg, which traditionally have a 
disproportionately large share of the Swiss franc cur-
rency finance business, the North German business 
area still has great potential. In the currency loan 
business, besides additional competitive advantages on 
the domestic banking market, the banks benefit  
from the high-margin business model which leads  
to steady revenues.

eXpansion oF market leadership

In the investment fund business, the favourable  
legal environment in Luxembourg and Switzerland 
for Union Investment in Luxembourg, together  
with the IPConcept units in both countries, will be 
put to use for in-house DZ PRIVATBANK invest-
ment funds and for all investment fund services on 
behalf of private-label external fund initiators. In  
addition, DZ PRIVATBANK will further expand the 
market leadership of IPConcept in German-speaking 
markets in the private label business for independent 
asset managers. Additionally, we intend to further 
expand the cooperation with Union Investment, as well 
as make greater use of the network by generating 
continuous profit contributions. By means of this dual, 
new business strategy, the volume of Custodian Bank 
activities and the number of funds under manage-
ment should further increase.
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The constant optimisation of processes and the ex-
pansion of the IT structure should bring about  
operational leadership which, along with the other 
initiatives such as regular adjustment of the terms 
model, permanent staff development and the boost-
ing of the corporate structure and cooperation,  
support these goals.

Fast and eFFicient  
trading

The objectives of the Treasury & Brokerage Depart-
ment are still to win new business and the competitive 
execution of market orders from the target client seg-
ments of private banking, investment fund services and 
credit, while making efficient use of resources. A cen-
tral service of the brokerage business is the execution 
of orders under competitive conditions in the equities, 
bonds, derivatives, funds, money market and foreign 
currencies asset classes for institutional fund clients. In 
so doing, the Bank relies on professional staff with 
many years' experience, working with trading systems 
that meet the strictest requirements in terms of secu-
rity and execution criteria. At the same time, the speed 
and efficiency of the order processes will be further  
increased. 

The Treasury Department is responsible for meeting 
the ongoing liquidity requirements of the Bank. This 
department provides market-related transactions to 
the Bank's other market segments - private banking, 
credit and fund services. Furthermore, Treasury is  
responsible for optimising the management of default 
risk on own-account transactions, the necessary  
security requirements for banking operations, market 
price risks and liquidity risks. 

BeneFits through suBsidiarity

High quality and performance of the joint offer of 
products and services form the basis of the strength-
ened partnership between the cooperative banks  
and DZ PRIVATBANK. The marketability of the 
Bank's subsidiarity offer is normally preceded by  
extensive development work and investment. Besides 
staff and IT resources, further measures are taken  
in connection with proximity of location and product 

form, so that marketing & sales follow during the intro-
ductory phase. The costs to DZ PRIVATBANK are ab-
sorbed on a staggered basis, generating economies of 
scale, whilst the cooperative banks are already benefit-
ing directly from their sales achievements.  
DZ PRIVATBANK will once again consistently pursue 
the further expansion of the successful, partnership-
based market acitivies jointly with the cooperative banks 
during the current year. 

The Board of Management

Dr Stefan Schwab Dr Bernhard Früh 

Ralf Bringmann   Paul Ensberg 

Richard Manger   Dr Frank Müller 
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annual Financial  
statements
Balance sheet as at 31 december 2011
Assets

euR
31.12.2011

euR
31.12.2010

euR '000

Cash, credit balances at central issuing banks  
and postal giro accounts 87,942,198 94,017

loans and advances to banks 4,588,939,729 3,027,277

 a) Due on demand 1,955,219,869 1,050,987

 b) other receivables 2,633,719,860 1,976,290

Due from clients 7,650,175,552 7,031,784

Bonds and other fixed-interest  
securities 3,527,428,046 2,984,527

 a) Public issuers 478,712,757 758,314

 b) other issuers 3,048,715,289 2,226,213

Equities and other variable-interest securities 18,312,494 23,722

Shares in affiliated companies 239,857,970 24,558

Intangible assets 24,040,376 24,132

Tangible fixed assets 61,712,273 57,390

other assets 105,642,539 221,918

Prepaid expenses/income 187,958,622 157,052

total assets 16,492,009,799 13,646,377
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LiAbiLities

euR
31.12.2011

euR
31.12.2010

euR '000

liabilities to banks 6,484,415,297 5,414,194

 a) Due on demand 182,622,576 568,304

 b) With an agreed maturity or notice period 6,301,792,721 4,845,890

liabilities to customers 7,238,063,254 5,562,344

other liabilities 7,238,063,254 5,562,344

 a) Due on demand 3,570,270,988 2,351,752

 b) With an agreed maturity or notice period 3,667,792,266 3,210,592

securitised liabilities 1,593,058,329 1,547,843

 a) Issued debt instruments 616,000,000 100,000

 b) other 977,058,329 1,447,843

sundry liabilities 47,589,875 23,050

Prepaid expenses/income 257,586,799 473,329

Provisions 95,241,922 84,110

 a) Provisions for pensions and similar obligations 6,930,464 3,129

 b) Provision for taxation 22,840,361 19,517

 c) other 65,471,097 61,464

Subordinated loans (external) 15,000,000 0

Special tax-allowable reserves 0 17,625

fund for general banking risks 32,464,201 42,621

hybrid capital instruments 100,000,000 100,000

subscribed capital 116,554,819 80,717

offering premium 426,973,274 146,158

Provisions 84,655,482 83,040

Result brought forward 406,547 581

Profit for the year 0 70,765

total liabilities 16,492,009,799 13,646,377

Contingent liabilities 39,242,365 34,034

liabilities from sureties and liability
from the placing of securities 39,242,365 34,034

Commitments 512,295,966 266,011

Trust transactions 867,390 867
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profit and loss account 2011
expenditures

euR
31.12.2011

euR
31.12.2010

euR '000

Interest expenditure and similar costs 392,532,726 283,749

Commission expenses 27,694,538 24,104

General administrative costs 126,193,969 82,700

 a) Personnel expenses 76,958,042 53,086

 incl.:

 – Wages and salaries 62,789,891 44,656

 – social insurance 13,366,110 7,831

 incl.: social insurance for pensions 5,722,514 3,190

 b) other administrative costs 49,235,927 29,614

Depreciation and valuation adjustments on intangible
and tangible assets 8,017,906 4,970

Other operating expenditure 16,865,256 4,353

Value adjustments on liabilities and securities, which
are not included in financial fixed assets nor in the trading portfolio nor 
additions to provisions for contingent liabilities and credit risks 0 27,551

Value adjustments in respect of securities included in financial assets,
on equity participations and holdings in affiliated undertakings 281,600,213 447

Tax on the result of ordinary
operations 0 17,335

Operating income on ordinary activities after tax 3,044,503 70,808

Other taxes not included in the above items 3,044,503 43

Profit for the year 0 70,765

total expenditure 855,949,111 516,017
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income

euR
31.12.2011

euR
31.12.2010

euR '000 

Interest income and similar income 516,519,288 373,886

 Of which: Fixed-interest securities 152,975,844 130,382

Income from securities 9,709,812 9,242

 a)  Income from equities, shares and other  
variable-interest securities 6,977,500 7,579

 b) Income from holdings in affiliated companies 2,732,312 1,663

Commission income 161,890,875 122,028

Result of financial transactions 9,438,603 4,642

Income from the release of value adjustments on receivables and securities not classed 
as financial assets and not part of the trading portfolio plus provisions for contingent 
liabilities and credit risks 49,566,456 0

other operating income 63,541,776 6,219

Income from the release of special tax-allowable reserves 17,625,448 0

Income from the release of funds for general banking risks 27,656,853 0

total income 855,949,111 516,017
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DZ PRIVATBANK S. A. was incorporated as a Société Anonyme under Luxembourg law  
on 28 December 1977. The duration of the company's operations is unlimited. During  
the financial year, the private banking activities of a Luxembourg bank  were acquired. Fur-
thermore, pursuant to the resolutions of the respective extraordinary meetings of share-
holders on 9 June 2011, all the assets and liabilities of DZ PB S. A. (downstream merger)  
and WGZ BANK Luxembourg S. A. (site merger) were transferred to the Bank by way of  
a merger by absorption in return for the issue of new no-par-value shares. The 20 per cent stake 
of DZ PRIVATBANK (Schweiz) AG's share capital was also acquired in the form of a  
capital increase by a non-cash contribution provided by WGZ BANK AG, Düsseldorf. The 
share capital of DZ PRIVATBANK S. A. rose as a result of these capital transactions by  
EUR 35.9 million to EUR 116.6 million, the offering premium by EUR 280.8 million to 
EUR 427.0 million, while the reserves increased by EUR 1.7 million to EUR 84.7 million.

The previous year's figures are not fully comparable with the current year's figures as a result 
of the above transactions.
 
The registered office of  DZ PRIVATBANK S. A. is at:  
4, rue Thomas Edison, L-1445 Luxembourg-Strassen in the Grand Duchy of Luxembourg.

In accordance with the articles of association, the object of the company is to carry out bank-
ing and financial operations of all kinds, for its own account and that of third parties, in  
and outside the Grand Duchy of Luxembourg, as well as all operations directly or indirectly 
connected therewith.

As at 31 December 2011, the Bank had three branches in other countries; a further four 
branches are planned for 2012. These branches are responsible for supporting the sales of the 
cooperative banks in private banking.

As at 31 December 2011, the Bank's share capital was 70.3 per cent held by DZ BANK AG, 
Frankfurt am Main, and 18.7 per cent held by WGZ BANK AG, Düsseldorf. 11 per cent is 
held by 391 cooperative banks in Germany and Austria.

In accordance with Article 81 of the law of 17 June 1992 with respect to annual accounts 
and the consolidated accounts of banks operating under Luxembourg law, the Bank is  
released from the obligation to prepare consolidated accounts and a group annual report. 
The annual accounts of DZ PRIVATBANK S. A. are included in the consolidated  
accounts of DZ BANK AG. The consolidated financial statements are lodged with the  
commercial registry in Frankfurt. 

The financial year corresponds to the calendar year. The balance sheet currency  
is the euro.

notes on the annual report

a. general information
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The annual accounts are prepared on the basis of statutory regulations in Luxembourg and, 
in particular, in accordance with the provisions of the law of 17 June 1992. Balance sheet  
policy and valuation methods are determined by the group. The Bank applies the following 
accounting principles and methods:

a) currency conversion

Assets and liabilities in foreign currencies are posted in the relevant currency and are con-
verted into the balance sheet currency according to the average spot price on the balance 
sheet date. Expenditure and income in foreign currencies are entered in the balance sheet 
currency on a daily basis at the respective day’s middle rate.

As yet unsettled currency futures and forward transactions are valued at the forward rate for 
the remaining term applicable on the balance sheet date.

Insofar as balance sheet items are hedged with forward exchange deals, the valuation results 
are neutralised by allocating the items to accruals and deferrals. The difference between spot 
and forward rates (swap premiums) is recorded with a pro rata temporis effect on net income.

Currency losses from unhedged forward transactions are accounted for in the profit and  
loss account. Currency gains, however, are not reported.

B) derivative Financial instruments 

Derivative financial instruments (swaps, options, futures,  etc.) are valued individually at the 
market price according to the realisation and impartiality principle. However, valuation 
gains occurring at the same time as valuation losses are offset in the same currency. Provisions 
are formed for any remaining valuation losses. There are also derivative positions  
for hedging purposes.

B. valuation principles

DZ BANK AG has issued a letter of comfort for DZ PRIVATBANK S. A., confirming that 
it can meet its contractual obligations, apart from political risks, within the scope of its in-
vestment quota. The  DZ PRIVATBANK S. A. has been a member of the protection scheme 
of the German Volksbanken Raiffeisenbanken Cooperative Financial Network (BVR)   
since November 2011.
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c) tangiBle and intangiBle assets

The valuation is carried out at acquisition or production cost less regular depreciation, if the 
service life of these assets is limited. Minor-value assets are posted directly as expenditure  
in the year of acquisition.

Irrespective of whether or not they have a limited service life, tangible and intangible assets 
are subject to value adjustments, with a view to quoting them at the lower value applicable 
on the balance sheet date if the reduction in value is assumed to be permanent. Value adjust-
ments are dissolved if the reasons for their formation no longer apply.

Regular depreciation is carried out at the following rates:
 » Building 2 per cent
 » Installations 10 per cent
 » Furniture, fittings and equipment: 
Luxembourg registered office 25 per cent  
German branches  7–33 per cent
 » Intangible assets  10 per cent

d) Financial assets

Financial assets include equity interests, shareholdings in affiliated undertakings, bonds 
and other fixed-interest securities, the purpose of which is to serve the Bank’s business op-
erations on a long-term basis, and which are expressly allocated to financial assets by the 
Board of Management. 

The Bank’s financial assets are valued at the acquisition cost. The cost prices are calculated 
according to the average method. Value adjustments are applied if the reduction in value is 
assumed to be permanent.
 
Premiums are amortised for a proportional period of time. Discounts are recognised as in-
come when due or sold. Discounts on securities, which are linked to an asset swap, are amor-
tised for a proportional period of time.

The Greek sovereign debt holding of a nominal value of EUR 355 million was written down 
by 25 per cent of the nominal value. Including interest hedging transactions, this resulted in 
a charge of EUR 268.7 million against profit and loss.

e) securities

Securities in the trading portfolio and liquidity investment holdings are classed as current  
assets. Unlike financial assets, these holdings are not intended to serve the Bank’s business 
activities on a long-term basis.
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The trading portfolio includes securities held for resale. The Bank has set a maximum reten-
tion period of 12 months for individual portfolios.

The Bank regards as liquid assets all shares purchased, either to further its medium and long-
term investment strategy, or as investments, or to boost its earnings, as well as securities that 
cannot be shown either in the trading or the investment portfolios. 

Securities shown as current assets are valued according to the strict principle of lowest value, 
whereby stock exchange prices generally apply to securities with an active market. If no active 
market was available, the fair values would have been calculated on the basis of discounted 
cash models. In accordance with the retention option, the Bank has maintained value adjust-
ments totalling EUR 13.1 million (2010: EUR 21.2 million). 

F) receivaBles

Receivables are shown on the balance sheet at their acquisition cost. The Bank's policy is to 
make itemised allowances wherever appropriate to hedge interest and default risks. 

g) value adjustments and provisions

All value adjustments under article 62 of the law of 17 June 1992 were released in full on  
31 December 2011. 

In order to cover value adjustment needs, in accordance with CSSF circular 11/526, the 
Bank released the collective general valuation adjustments and the AGDL provisions, in the 
2011 annual financial statement.

Provisions are formed to the amount required, based on a reasonable commercial assessment.

h) liaBilities

Liabilities are reported at the amount repayable. Discounts and premiums are shown pro rata 
against income.
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c. notes on individual items 2011

a) Balance sheet

(Balance sheet figures refer to 31 December of each year).

BReAKDoWN of ReCeIVABles By ResIDuAl mATuRITy
The figures do not include receivables with an unspecified maturity. The following breakdown 
of receivables (apart from those payable on demand) is shown according to residual maturity:

BONDS AND OThER FIxED-INTEREST SECuRITIES
Bonds and other fixed-interest securities totalling EUR 638 million (2010: EUR 577 million) 
are due within one year. Of this figure, a nominal amount of EUR 100 million relates  
to bonds issued by the Republic of Greece, which is at present in discussions regarding  
debt restructuring. 

Bonds and other fixed-interest securities totalling of EUR 1,907 million  
(2010: EUR 1,540 million) are attributable to current assets. EUR 1,620 million  
(2010: EUR 1,445 million) forms part of fixed assets. They include debt instruments  
approved for refinancing of EUR 3,354 million (2010: EUR 2,890 million).  

During the financial year a write-down of EUR 243.4 million was applied to long-term  
securities (Greek sovereign debts of a nominal amount of EUR 355 million) due to the prob-
ability of a permanent reduction in value. The Bank calculated the valuation on the balance 
sheet date on the basis of cash-flow models taking into consideration credit spreads at  
25 per cent of the nominal value. 

It was possible to avoid individual provisions for bad and doubtful debts amounting to  
EUR 10 million for long-term securities due to a book value of EUR 220 million (market  
value EUR 254 million) adjusted by the premium/discount cut-off. The Bank assumes  
that this value decrease will not be long-term. These securities are generally secured by 
hedging transactions against interest-rate change risks.

in euR million

up to 3 months over
3 months
to 1 year

over 1 year to 
5 years

over
5 years

total

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

other receivables from banks 1,456 962 409 379 498 323 271 312 2,634 1,976

Due from clients 6,034 5,583 675 554 619 549 125 124 7,453 6,810

18 DZ PRIVATBANK 
ANNuAl RePoRT 2011
NoTes oN The ANNuAl RePoRT



As at the balance sheet date, securities amounting to EUR 48 million (2010: EUR 49 million) 
are deposited as collateral.

shARes IN AffIlIATeD ComPANIes
The Bank holds shares in affiliated credit institutions amounting to EUR 237 million  
(2010: EUR 23 million) and shares in affiliated financial institutions totalling of  
EUR 3 million (2010: EUR 2 million). The rise compared with the previous year resulted 
from the shareholding in DZ PRIVATBANK (Schweiz) AG. 

Affiliated companies in which the Bank has a stake of no less than 20 per cent of the  
equity capital:

lIsTeD AND uNlIsTeD seCuRITIes

in euR million

Listed unlisted total

2011 2010 2011 2010 2011 2010

Bonds and other 
fixed-interest securities 3,527 2,938 0 47 3,527 2,985

Equities and other variable-interest securities 5 7 13 17 18 24

Shares in affiliated companies 0 0 240 25 240 25

total 3,532 2,945 253 89 3,785 3,034

in euR '000

registered office Holding
in %

book value as at
31 december

equity capital* Latest  
net profit figure*

2011 2011 2011

DZ PRIVATBANK (Schweiz) AG Switzerland 100 215,100 156,081 10,881

DZ PRIVATBANK singapore ltd. singapore 100 10,408 11,404 -1,603

europäische Genossenschaftsbank s. A. Luxembourg 100 11,350 12,435 64

IPConcept fund management s. A. Luxembourg 100 3,000 1,930 2,669

* from latest approved annual financial statement.
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in euR million 31.12.2011 31.12.2010

option premiums paid 66 199

other receivables 39 22

Precious metals 1 1

in euR million

shares in
affiliated

companies

bonds and other fixed-
interest  

securities

Financial
assets total

2011 2010 2011 2010 2011 2010

gross value as at 1 January 27 17 1,447 1,514 1,474 1,531

Acquisitions 216 10 808 270 1,024 280

Disposals 0 0 364 338 364 338

Foreign exchange adjustments 0 0 0 1 0 1

gross value as at 31 december 243 27 1,891 1,447 2,134 1,474

Accumulated additions to valuation adjustments 3 2 270 0 273 2

Global contingency reserves 0 0 0 2 0 2

Accumulated write-backs 0 0 0 0 0 0

net value as at 31 december 240 25 1,621 1,445 1,861 1,470

oTheR AsseTs
Composition according to the most important items:

Paid premiums relate principally to an option which was concluded with affiliated companies 
for the hedging of issued index certificates. Other receivables mainly include commission 
claims from private banking activities. 

PREPAID ExPENSES/INCOmE
Prepayments and accrued income amounting to EUR 187.9 million are mainly comprised of 
EUR 143.4 million in deferred interest, as well as deferred swaps of EUR 33.2 million.

Accruals and deferred expenses amounting to EUR 257.6 million are mainly comprised  
of EUR 131.6 million in deferred interest as well as foreign currency adjustments of  
EUR 78.4 million and deferred swaps of EUR 12.2 million

fINANCIAl AsseTs
The movements in financial assets over the course of the year can be shown as follows:
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TANGIBle AND INTANGIBle AsseTs
The movements in tangible assets during the year can be shown as follows:

in euR million

Land and
buildings

Furniture, fittings and
equipment

tangible fixed assets
total

2011 2010 2011 2010 2011 2010

gross value as at 1 January 82 82 60 55 142 137

Acquisitions 0 0 14 11 14 11

Disposals 0 0 0 6 0 6

gross value as at 31 december 82 82 74 60 156 142

Accumulated additions for value adjustments 36 35 58 50 94 85

net value as at 31 december 46 47 16 10 62 57

in euR million

goodwill acquired 
against payment 

payments
in advance

intangible
assets

2011 2010 2011 2010 2011 2010

gross value as at 1 January 12 12 24 0 36 12

Acquisitions 3 0 0 24 3 24

Disposals 12 0 0 0 12 0

Repostings + 24 0 - 24 0 0 0

gross value as at 31 december 27 12 0 24 27 36

Accumulated additions for value adjustments 3 12 0 0 3 12

net value as at 31 december 24 0 0 24 24 24

The share of land and buildings used by the Bank for its own business operations amounts  
to EUR 41 million.

The movements in intangible assets over the course of the year can be shown as follows:

As at the balance sheet date, additions to goodwill acquired for due consideration include the 
acquisition of a private banking activity from a Luxembourg bank. This acquisition included 
an advance payment of EUR 24 million.
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in euR million

Affiliated
companies

of which subordinated:

2011 2010 2011 2010

receivables 2,324 1,346 6 69

loans and advances to banks 2,076 900 0 60

Due from clients 178 217 0 0

Bonds  incl. fixed-interest securities 0 25 0 0

Equities  incl. variable-interest securities 6 9 6 9

other assets 64 195 0 0

Liabilities 2,915 3,087 0 0

liabilities to banks 2,754 2,942 0 0

liabilities to customers 161 145 0 0

in euR million 2011 2010

Assets 8,483 7,772

liabilities 5,253 4,679

RECEIVABLES AND LIABILITIES DuE TO / FROm AFFILIATED   
ComPANIes AND suBoRDINATeD AsseTs

Subordinated assets held as at the balance sheet date relate exclusively to affiliated companies.

AsseTs AND lIABIlITIes IN foReIGN CuRReNCy
The countervalue totals of balance sheet items in foreign currency:

Open currency positions in the balance sheet are offset to a large extent by corresponding  
off-balance-sheet foreign currency transactions.

RePuRChAse AGReemeNTs
There are real repurchase agreements in securities on the balance sheet date totalling  
EUR 1,195 million (2010: EUR 1,070 million).

ACCumuLATED wRITE-OFFS ON PREmIumS AND DISCOuNTS
Write-offs accumulated since the day of purchase on premiums and discounts charged/paid 
on bonds and other fixed-interest securities forming part of the financial assets amount to 
EUR 23 million and EUR -5 million (2010: EUR 22 million and −EUR 4 million) respectively.
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BReAKDoWN of lIABIlITIes ACCoRDING To ResIDuAl mATuRITy
The following breakdown of liabilities (apart from those payable on demand) is shown  
according to residual maturity:

IssueD DeBT INsTRumeNTs
Of the issued debt instruments, EUR 25 million is due in 2013, EUR 368 million in 2014 
and EUR 223 million in 2016.

suNDRy lIABIlITIes
Composition according to the most important items:

The redemption liabilities essentially relate to maturing fund coupons. Sundry liabilities  
relate to  Cap premiums (EUR 2.1 million), outstanding administrative expenses  
(EUR 4 million) and commission to investment funds (EUR 1 million).

suBoRDINATeD loANs (exTeRNAl)
As at the balance sheet date, the Bank reported subordinated external funds totalling  
EUR 15 million. The interest expense relating to these during the financial year amounted 
to EUR 915,000. 

The subordinated bearer bonds are equivalent to supplementary capital and rank equally 
with all other subordinated liabilities.

in euR million

up to 3 months over
3 months
to 1 year

over 1 year to 
5 years

over
5 years

total

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

liabilities to banks 4,385 4,247 1,461 244 455 352 1 3 6,302 4,846

other amounts due to clients 3,414 2,866 246 345 8 0 0 0 3,668 3,211

Other certified obligations 842 1,041 72 192 63 0 0 193 977 1,426

in euR million 31.12.2011 31.12.2010

Redemption liabilities 14 9

Preferential liabilities 16 7

sundry liabilities 18 7

in euR '000
Amount interest rate

in per cent
maturity date

Bearer bonds 15,000 6.1 05.07.19
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The dormant participation certificates are subordinated to all other liabilities, including any 
other subordinated liabilities. In the 2011 financial year, the related interest expenditure 
totalled EUR 3.3 million (2010: EUR 2.5 million).

suBsCRIBeD CAPITAl
The subscribed capital amounts to EUR 116.6 million. The capital is divided into 
18,281,925 registered ordinary shares and 4,482,688 registered preference shares of  
no-par-value.

PRoVIsIoNs
The statutory reserve amounts to EUR 11.7 million. In accordance with article 72 of the 
law of 10 August 1915, 5 per cent of the annual profit is required to be transferred to the  
reserve until it is equal to 10 per cent of the subscribed capital. Statutory reserves may not 
be distributed.
 
Free reserves amounting to EUR 73 million are for the purpose of settling the wealth tax.

DePosIT GuARANTee sysTem
The Bank is a member of the "Deposit Guarantee Association, Luxembourg" (AGDL). The 
purpose of the AGDL is to establish a scheme whereby member institutions provide mutual 
guarantees for deposits and for securities held in safekeeping for third parties – natural persons 
as well as small EU-based companies that are neither financial institutions nor insurance 
companies. These deposits are guaranteed up to an amount of EUR 100,000; assets under 
custody are guaranteed up to an amount of EUR 20,000. In the event of a guarantee claim 
being made, the annual payment obligation of each member of the AGDL is limited to 5 per 
cent of the equity capital. 

DZ PRIVATBANK S. A. is part of the protection scheme, which comprises a guarantee fund 
and guarantee network, of the German Volksbanken Raiffeisenbanken Cooperative Finan-
cial Network (BVR). In order to meet guarantee obligations that are accepted by BVR for the 
collective guarantee scheme, DZ PRIVATBANK S. A. has assumed a guarantee obligation  
of EUR 3.2 million pursuant to the rules of the protection scheme.

hyBRID CAPITAl INsTRumeNTs

in euR million
Amount interest rate maturity date

Dormant participation certificates 100

3.292 % 
(variabel) 12m 

fWD+1.25 % 2012

fuND foR GeNeRAl BANKING RIsKs
An amount of EUR 17.5 million was transferred to the fund for general banking risks in 
connection with the merger. At 31 December 2011, an amount of EUR 27.7 million was 
released from the fund for general banking risks. The balance of the fund for general  
banking risks now amounts to EUR 32.5 million.
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in euR million 2011 2010

Guarantees and other credit substitutes 39.2 34

in euR million 2011 2010

Company loan commitments 53 19

Forward purchases of assets 16 5

exchange rate-linked transactions  
(nominals)

in euR million

up to 3 months over
3 months
to 1 year

over 1 year to 
5 years

over
5 years

total

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

Forward exchange transactions on organised 
markets (Futures/options) 357 392 0 0 0 0 0 0 357 392

Forward exchange transactions OTC
(swaps/outrights) 10,997 8,174 3,039 1,581 247 108 2 0 14,285 9,863

Interest rate and currency swaps 0 7 263 30 1,092 620 294 281 1,649 938

Non-value-dated spot transactions 685 296 0 0 0 0 0 0 685 296

B) oFF-Balance-sheet items

(Figures refer to 31 December of each year).

CoNTINGeNT lIABIlITIes
The following contingent liabilities exist:

As of 31 December 2011, there were contingent liabilities in relation to affiliated companies  
amounting to EUR 9 million (2010: EUR 9 million).

CReDIT RIsKs
Credit risk is as follows:

On the balance sheet date, there were fixed lending commitments in relation to affiliated 
companies amounting to EUR 10 million (2010: EUR 0 million).

As yeT uNseTTleD foRWARD TRANsACTIoNs (BRoKeN DoWN By ResIDuAl mATuRITy)

These include transactions with affiliated companies amounting to EUR 3,643 million 
(2010: EUR 1,719 million).
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interest rate-linked transactions 
(nominals)

in euR million

up to 3 months over
3 months
to 1 year

over 
 1 year to 
 5 years

over
5 years

total

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

Interest rate swaps 319 367 662 404 2,403 1,786 1,384 1,532 4,768 4,089

Interest futures 3,838 3,830 1,297 2,729 1,806 2,812 0 0 6,941 9,371

options on organised markets 501 686 0 148 0 0 0 0 501 834

Options on non-organised markets 2,000 0 505 120 100 2,500 0 0 2,605 2,620

Interest limit agreements (CAPs) 14 13 1 1 0 0 0 0 15 14

transactions linked to other market rates  
(nominals)

in euR million

up to 3 months over
3 months
to 1 year

over
1 year 

 to 5 years

over
5 years

total

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

Futures on variable-interest securities 1 8 19 2 0 1 0 0 20 11

Options on variable-interest securities 1,137 1,457 725 931 3,433 3,705 0 0 5,295 6,093

Interest rate-linked transactions that are not for hedging purposes include open positions 
amounting to EUR 89 million (2010: EUR 527 million). EUR 991 million (2010:  
EUR 988 million) relates to transactions with affiliated companies. 

mANAGemeNT AND AGeNCy seRVICes
The Bank provides the following management and agency services to third parties:

 » investment advice or asset management
 » securities deposit and management
 » safe deposit box rental
 » trusteeship services
 » payment agent function
 » custodian bank function
 » services to cooperative banks
 » business procurement
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To give an overview of the income situation which reflects the actual situation, expenditure 
that arises within the framework of providing services to affiliated companies is offset 
against matching income. 

c) proFit and loss account

Other operating expenditure/other operating income:

In euR 000

operating expenditure 2011 2010

Addition to operational risks provision 5,150 813

Off-period expenditure 4,517 1,220

Other expenses 3,549 1,442

offset against group companies 1,933 0

Deposit Protection fund 1,716 878

total 16,865 4,353

In euR 000

operating income 2011 2010

Release of AGDl provision 30,786 0

Release of operational risks provision 15,420 0

Release of other provisions (taxes) 8,748 2,126

Off-period income 2,908 1,640

offset against group companies 1,933 0

Income from previous years tax refunds 1,174 0

Rental income 674 633

other income 1,899 1,820

total 63,542 6,219

d) depreciation

Depreciation and value adjustments on securities expenses in relation to financial assets, on 
equity interests and shares in affiliated companies totalling of EUR 281.6 million, mainly 
concern Greek sovereign bonds.

Income from the release of value adjustments on receivables and securities not classed as  
financial assets and not part of the trading portfolio, plus provisions for contingent liabilities 
and credit risks in an amount of EUR 49.6 million, originate from the releases of collective 
general valuation adjustments and value adjustments under article 62.
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e) staFF and governing Bodies

AVeRAGe NumBeR of sTAff
In the year under review, the Bank's staff numbers averaged:

emolumeNTs, PeNsIoN CommITmeNTs AND loANs To The BANK's GoVeRNING BoDIes

group
2011 2010

Board of management, Chief Representatives, Directeurs and Directeurs-Adjoints 31 18

senior management 62 58

employees 632 475

total 725 551

group

In euR '000

board of management, 
chief representatives,  

directeurs and directeurs-
Adjoints

supervisory board/
board of directors 

excluding members of 
management

2011 2010 2011 2010

Salaries, emoluments, benefits 7,260 4,268 102 79

Provision for pension commitments 1,334 485 0 0

loans, guarantees 885 1,371 600 677

Loans and guarantees consist of short-term loans as well as collateral loans and rental guarantees.
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F) other

BReAKDoWN of eARNINGs ACCoRDING To GeoGRAPhICAl mARKeTs

AuDIToRs' fees
The audit fee for Ernst & Young consists of auditing fees of EUR 525,000 and other audit 
services of EUR 32,000 (all amounts are exclusive of VAT).

oTheR GuARANTees AND CommITmeNTs
The Bank signed an unlimited and irrevocable guarantee for its subsidiary DZ PRIVATBANK 
Singapore Ltd in favour of the Monetary Authority of Singapore in order to fulfil its contrac-
tual obligations and to guarantee an appropriate level of liquidity.

The Bank operates the Assep GENO pension fund as a company pension scheme. As  
at 31 December 2011, the plan assets of the fund for employees of the Bank amount to  
EUR 44.7 million. The Bank has committed to guarantee the solvency and financing  
as well as the hedging of all actuarial provisions by allocating additional funds. The provi-
sions for pensions and similar obligations reported on the balance sheet primarily relate  
to allocations to plan assets of EUR 5.3 million and flat-rate income taxes adopted by the 
Bank of EUR 1.6 million.

INTeGRATeD ComPANy
On 1 January 2007, a taxable integrated company was founded between the Bank, as the 
controlling company, and Europäische Genossenschaftsbank S. A. and IPConcept Fund  
Management S. A., as the subsidiary companies.

in euR million

Luxembourg germany rest of
europe

other
countries

total

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010

Interest and similar income 21 15 379 370 99 85 17 15 516 485

Commission income 91 62 63 48 4 2 4 1 162 113

other operating income 62 8 1 1 0 0 0 1 63 10

total 174 85 443 419 103 87 21 17 741 608
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class of instrument (financial asset items)

Book value in euR million

primary financial instruments in the investment portfolio
(split by residual maturity)

trading 
portfolio

up to
3 months

over
3 months
to 1 year

over
1 year to
5 years

over
5 years

Without
maturity

total

Cash, balances with central banks and
postal accounts 87.9 – – – – – 87.9

loans and advances to banks 3,411.0 408.8 498.5 270.6 – – 4,588.9

Due from non-banks 6,231.6 674.9 619.2 124.5 – – 7,650.2

Bonds and other 
fixed-interest securities 354.6 283.3 1,942.1 942.7 – 4.7 3,527.4

Equities and other variable-interest securities – 5.3 0.0 – 12.9 0.1 18.3

Total financial assets 15,872.7

other assets 619.3

total assets 16,492.0

Class of instrument (financial liability items)

Book value in euR million

primary financial instruments in the investment portfolio
(split by residual maturity)

trading 
portfolio

up to  
3 months 

over
3 months
to 1 year

over
1 year to
5 years

over
5 years

Without 
maturity

total

Due from banks 4,567.8 1,460.8 454.9 0.9 – – 6,484.4

Due from non-banks 6,983.7 246.3 8.1 – – – 7,238.1

securitised liabilities
– Bonds 0.0 0.0 616.0 – – – 616.0

– other 841.8 72.4 62.9 0.0 – – 977.1

Subordinated loans (external) – 100 0.0 15 – – 115.0

sundry liabilities 47.6 – – – – – 47.6

Total financial liabilities 15,478.2

other liabilities 1,013.8

total liabilities 16,492.0

g) analysis oF primary Financial instruments

The following tables subdivide the Bank’s primary financial instruments into assets  
and trading portfolios and into balance sheet items and residual maturities as at  
31 December 2011.
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DeRIVATIVe INsTRumeNTs IN The TRADING PoRTfolIo

h) analysis oF Financial derivatives

The following tables provide a summary of the Bank's derivative financial instruments. The 
transactions are subdivided into hedging and trading business and the various underlying 
transactions and residual maturities as at 31 December 2011. 

The classification of derivative financial instruments to assets or liabilities depends on whether 
the transaction has a positive or a negative market value. A positive market value corresponds 
to the expenses incurred by the Bank for a substitute transaction if the contracting party defaults. 
Options are classified according to maturity.

DeRIVATIVe INsTRumeNTs IN The INVesTmeNT PoRTfolIo

Nominal value in euR 
million

nominals up to
3 months

over
3 months
to 1 year

over
1 year to
5 years

over
5 years

total

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

class of instruments

interest – otc

Swaps 4,768.0 2.3 316.7 15.6 633.9 43.6 2,371.9 30.0 1,354.0 91.5 4,676.5

Swaptions 10.0 – – 5.0 5.0 – – – – 5.0 5.0

Caps/floors 5,173.4 4,000.4 – 1,000.3 – 56.5 110.0 2.2 4.0 5,059.4 114.0

interest – listed

Swaps 10.0 10.0 – – – – – – – 10.0 –

Foreign currencies/precious 
metals – otc

Forwards 8,147.6 3,471.5 3,473.2 488.5 481.5 115.6 115.8 0.8 0.8 4,076.3 4,071.3

Swaps (Fx/CCS) 7,669.5 1,956.3 1,986.8 1,347.9 978.1 394.8 702.4 41.1 262.1 3,740.1 3,929.4

total 12,982.3 12,796.2

market value in euR 
million

nominals up to
3 months

over
3 months
to 1 year

over
1 year to
5 years

over
5 years

total

Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities Assets Liabilities

class of instruments

interest – listed

futures 1.3 – 0.0 – – – – – – – 0.0

total – 0.0
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i) analysis oF the credit risk From Financial derivatives

The following table provides an overview of the credit risk resulting from derivative instru-
ments. In addition to the current market value, the credit risk also covers potential market 
values that could arise from future market price fluctuations.

CReDIT RIsK foR DeRIVATIVe INsTRumeNTs
(applying the market risk method)

DeRIVATIVe INsTRumeNTs By mARKeT VAlue

instrument
in euR million

market value
total

deferred
interest

market value
adjusted

Bond futures - 0.2 – - 0.2

Caps/floors 0.0 – 0.0

Foreign exchange forwards 1.3 – 1.3

Swaps – foreign currencies 79.5 – 79.5

Swaps – interest rates - 375.0 - 80.1 - 294.9

Swaps – cross currency - 123.9 2.6 - 126.5

Swaptions 0.1 – 0.1

total - 418.2 - 77.5 - 340.7

type of derivative

in euR million

nominals
(1)

current
market  
value

(2)

potential
future

change in 
market  
value

(3)

prov- 
isions

(4)

global
market  
value

(5) = (2) + 
(3) − (4)

collat- 
eral
(6)

net risk- 
 commit-

ment
(7) =  

(5) − (6)

Interest rate swaps 4,281.8 6.4 29.5 – 35.9 – 35.9

futures 11.3 0.0 0.2 – 0.2 – 0.2

Currency swaps/CCS/forwards 12,592.8 308.1 188.8 – 496.9 – 496.9

Caps/floors/swaptions 4,170.7 0.3 0.9 – 1.2 – 1.2

total 534.2

The credit risk calculated here does not take internal transactions into account.
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d. risk report

a) risk monitoring

Effective risk management is essential for long-term development and as a strategic safeguard 
of the success of DZ PRIVATBANK S. A. To direct and monitor the risks arising from 
banking business, the Bank has set up monitoring systems that are constantly upgraded. The 
Bank’s risk control tools and analyses were expanded further during the financial year. 

In a narrower sense, the Bank’s risk management covers all actions taken by the divisions 
responsible for implementing a chosen risk strategy. Such actions mainly comprise con-
scious decisions to take on or limit risk. In a broader sense, risk management includes over-
all risk control. The Risk Control Department is responsible, in particular, for ensuring 
that risks entered into are transparent in all the risk categories. This entails making a daily 
risk report to members of the Board of Management and various departments, focusing  
on the following points:

 » Market price risk of the entire Bank on a value-at-risk basis
 » Market price risk (VaR) of the Bank’s various sub-portfolios
 » Calculation of scenarios/stress test presentation
 » Market repricing schedule and initial costs, break-even analysis
 » Sensitivity matrix
 » Credit VaR
 » Daily portfolio performance
 » Operating risk and business risk
 » Liquidity position in summarised form
 » Trend graphs 

In addition, various risk reports are submitted to the Supervisory Board, the Board of  
Management and specific departments based on monthly and quarterly reports.

B)   Basic principles oF integrated risk and investment control

It was agreed that an economic integrated risk and investment management system be intro-
duced in order to comply with Basle II Best Practice management approaches in financial  
institutions. This has created a solid basis for uniform and strategic planning that takes ac-
count of risk strategy.
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The purpose of IRKS is to create transparency regarding the:

 » basic risk structure,
 » appropriateness of the ratio between the identified risk and available funds to hedge unex-
pected losses (ability to bear risk), 
 » risk-adjusted profitability (RAP) 

The integrated risk and investment management (IRKS) system focuses on combining the 
following four elements into a single framework concept: 

 » Risk measurement: the adequate definition of the Bank’s risk position is a core element of 
IRKS. This requires risk to be classified into types for all material risks and minimum  
requirements in terms of quantifying these risks. 
 » Ability to bear risk: the risk-bearing analysis compares the upper loss limits for the  
current risk coverage pool. 
 » Risk-adjusted profitability: the figures for Economic Value Added (EVA) and Return on 
Risk Adjusted Capital (RORAC) create transparency regarding the Bank’s added value 
based on the assumed risks. 
 » Risk and investment management: IRKS is applied in practice through continuous in-
volvement in the planning process, standardised monitoring for KPIs and regular reporting 
with clear responsibilities and escalation levels. 

RIsK meAsuRemeNT
Value-at-Risk (VaR) and performance changes under stress tests are used for measuring  
financial risk. VaR indicates the loss which will not be exceeded within a predefined period 
according to a defined probability (confidence level). Stress tests indicate the analysis of  
performance changes under suitably defined crisis scenarios. The result of the Value at Risk 
measurement and suitable stress tests is known as the risk capital requirement.

c) deFinition oF risk types

1. RIsK mANAGemeNT IN IRKs
In IRKS, material risks are divided into five risk types: 

 » Market price risk
 » Credit risk
 » Operational risk
 » Business and strategic risk 
 » Investment risk

mARKeT PRICe RIsK
The Bank incurs market price risks in order to take advantage of business opportunities. A 
market price risk is defined as a potential loss that can arise through changes in interest rates, 
spreads, ratings (migration risk), exchange rates, share prices or volatilities. Such risk is meas-
ured and monitored by applying a risk limit on the basis of the value-at-risk approach.
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The historical simulation approach is based on a confidence level of 99 per cent and an as-
sumed holding period of one trading day over an observation period of 300 days. The limit 
is  
applied on the basis of a confidence level of 99.95 per cent and a holding period of one 
year.

Back testing is carried out in order to check the reliability of the Value-at-Risk approach. 
This involves comparing the daily profits and losses with the Value-at-Risk figures calcu-
lated on the basis of risk modelling. Basis point value and stress-test procedures, in which 
various market movements or parallel shifts are simulated, widen the monitoring of  
market price risk.

mARKeT PRICe RIsK DeVeloPmeNT foR The BANKs' BooKs AND TReAsuRy
in EUR million, 99 percentage confidence level, ten-day holding period.

CReDIT RIsK
Credit risk indicates the risk of unexpected losses caused by counterparty insolvency. The 
risk capital requirement for the credit risk is quantified by means of a portfolio model 
(CreditRisk+). This procedure calculates the loss distribution which can then be used to  
directly estimate the unexpected loss, and thus the risk capital requirement. 

– CoNCeNTRATIoN of CReDIT RIsKs
The credit department of DZ PRIVATBANK S. A. is responsible throughout the group for 
German cooperative banks' lending business in foreign currencies. It covers the direct refi-
nancing of cooperative banks and the guaranteed lending business of their customers. Other 
business activities include collateralised loans, participation in syndicated lending, money 
market operations and securities transactions.

In a letter dated 20 July 1994, the CSSF approved a request made by DZ PRIVATBANK S. A. 
to refrain from assessing risks against companies of the DZ BANK Group as a whole with 
regard to limiting major risks in accordance with the amended version of Part XVI, point 24 
of CSSF Circular 06/273.

oPeRATIoNAl RIsK
According to the banking supervision definition, the Bank defines operational risk as the 
risk of an unexpected loss, arising from human actions, process or project management 
weaknesses, technical failure or through external influences. The definition takes into ac-
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count legal risk, but does not cover strategic and reputational risks. Operational risks are de-
fined as a separate type of risk, situated at the same level as the market and credit risk, and 
requiring extensive management, control and supervision activities depending on the type of 
risk. The goal is to identify, limit and avoid such risks. 

– EARLy wARNING SySTEm/RISK INDICATORS
Early warning systems are employed for the systematic detection and recognition of as 
many of the risks as possible involved in banking. Risk indicators, measured using fixed 
thresholds, are warning signals that indicate possible operational risks. They can there-
fore serve the Bank as an early warning system to indicate unwelcome trends or developments 
in banking operations. 

– loss DATABAse
Data on losses is significantly useful for identifying operational risks. The systematic collat-
ing and analysis of such data enables weak points to be identified so that measures can be 
undertaken for their improvement. To comply with the need for completeness, quality and 
security of auditing, the Bank uses VöB-ORC software to acquire data on losses. The loss 
database contains data from 2003 onwards.

– SELF-ASSESSmENT
Self-assessment at DZ PRIVATBANK S. A. consists of three core elements:

 » Assessment of potential risk
 » Assessment of the risk management process from the aspect of identification, evaluation, 
limitation, reporting, management and monitoring
 » Sets of questions concerning single risks categorised according to the type of risk

To counter possible risks in staffing, the Bank sets great store by selecting, training,  
deploying, promoting and developing its employees. The Bank's structural and procedural 
organisation is characterised by strict separation of tasks, observance of the principle of 
dual control, strict access control, deputising and competence regulations as well as ongoing 
adaptation of work directives and corporate handbooks. All corporate handbooks and 
work instructions are continually updated.

A standardised procedure ensures that operational and all other risks will be adequately 
checked when new products or product variants are introduced. Identification and processing 
of legal risks are the task of the Bank's Legal Department. The monitoring duties resulting 
from legal compliance requirements are handled by Legal/Compliance/Money-Laundering. 
With a Business Recovery Centre and Disaster Centre, the Bank's operations can be  
continued locally at another site in Luxembourg.

The risk capital requirement for operational risk is calculated as a share of gross proceeds in 
line with the standard Basle II approach. According to this method, the average gross pro-
ceeds for individual business areas over the past three years are multiplied by the beta factors 
specified by the supervisory authority.
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BusINess AND sTRATeGIC RIsK
Business risk indicates the risk of losses through unexpected changes in the current and future 
business volumes or margins (e. g. due to a change in competition). Business and strategic 
risk is measured as a volatility of the P&L, which in turn is determined by fluctuations in  
income and costs relative to the target figures and their correlation. 

In accordance with the risk management and controlling concepts of other risks, the Bank 
measures its business risk as Value-at-Risk (VaR) based on a variance/co-variance approach. 
The capital required to secure business risks is determined by the volatility of both of these 
risk drivers – income and costs – and their correlation. 

INVesTmeNT RIsK
Investment risks are calculated for investments that are not directly included in the risk 
management strategy of DZ PRIVATBANK S. A. The investment risk is interpreted as a 
depreciation risk and is enshrined in the risk of unexpected losses due to a reduction in  
the market value of the investments below their book value. In accordance with the risk 
management of other significant risks, the Bank measures its investment risk (VaR) based  
on a variance/co-variance approach. Risk drivers here include the market value of the in-
vestments or of comparable companies, the volatility of these market values and the correla-
tion between these market values.

lIquIDITy RIsK
DZ PRIVATBANK S. A. interprets liquidity risks as the unexpected loss arising when there 
are insufficient funds available to meet payment obligations or to reduce risk positions  
(liquidity risk in the narrower sense) or when necessary funds can only be procured at less  
favourable terms (refinancing risk). 

The main sources of liquidity risks are identified on the basis of the Bank’s business  
strategy and business activities. 

The Bank uses an internal liquidity model for measuring and controlling liquidity risks. 
This ensures transparency of expected and unexpected liquidity f lows (forward cash expo-
sure) and for the liquidity reserves used to offset liquidity shortages (counterbalancing  
capacity) on a daily basis. A distinction is made here between a normal scenario and several 
stress scenarios. The aim is to achieve positive excess cash in all relevant scenarios within 
the corresponding period. There is no separate deposit with risk capital. A liquidity con-
tingency plan is in place to allow the Bank to respond to a crisis situation quickly and in a 
coordinated manner.

The Board of Management

Dr Stefan Schwab Dr Bernhard Früh  Ralf Bringmann   
Paul Ensberg  Richard Manger   Dr Frank Müller 
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report of the réviseur d’entreprises agréé

report on the annual accounts

Following our appointment by the Board of Directors dated 13 July 2011, we have audited 
the accompanying annual accounts of DZ PRIVATBANK S.A, which comprise the balance 
sheet as at 31 December 2011 and the profit and loss account for the year then ended and a 
summary of significant accounting policies and other explanatory information.

Board oF directors’ responsiBility For the annual accounts

The Board of Directors is responsible for the preparation and fair presentation of these  
annual accounts in accordance with Luxembourg legal and regulatory requirements relating 
to the preparation and presentation of the annual accounts and for such internal control as 
the Board of Directors determines is necessary to enable the preparation and presentation of 
annual accounts that are free from material misstatement, whether due to fraud or error. 

responsiBility oF the réviseur d’entreprises agréé 

Our responsibility is to express an opinion on these annual accounts based on our audit. We 
conducted our audit in accordance with International Standards on Auditing as adopted  
for Luxembourg by the “Commission de Surveillance du Secteur Financier”. Those standards 
require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the annual accounts are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and  
disclosures in the annual accounts.  The procedures selected depend on the judgment of the 
“réviseur d’entreprises agréé”, including the assessment of the risks of material misstatement  
of the annual accounts, whether due to fraud or error.  In making those risk assessments, the 
“réviseur d’entreprises agréé” considers internal control relevant to the entity’s preparation  
and fair presentation of the annual accounts in order to design audit procedures that are ap-
propriate in the circumstances, but not for the purpose of expressing an opinion on the effec-
tiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by the  
Board of Directors, as well as evaluating the overall presentation of the annual accounts.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion.
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opinion

In our opinion, the annual accounts give a true and fair view of the financial position of  
DZ PRIVATBANK S.A. as of 31 December 2011, and of the results of its operations for the 
year then ended in accordance with Luxembourg legal and regulatory requirements relating 
to the preparation and presentation of the annual accounts.

other matter 

The annual accounts of DZ PRIVATBANK S.A. for the year ended 31 December 2010 were 
audited by another auditor, who expressed an unmodified opinion on those annaul accounts 
on 18 February 2011.

report on other legal and regulatory requirements

The management report, which is the responsibility of the Board of Directors, is consistent 
with the annual accounts.

Luxembourg, 17 February 2012

Ernst & Young
Société Anonyme
Cabinet de révision agréé

Alain KINSCH

The "independent auditors report" is an English version of the original "Bericht des Réviseur 
d'Entreprises agréé" in German language. In case of disputes the German version shall prevail.
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committees 
supervisory Board

lARs hIlle,  
ChAIRmAN
Member of the Board of  
Management of DZ BANK AG, 
Deutsche Zentral-Genossenschafts-
bank, Frankfurt am Main

KARL-hEINZ mOLL,  
DePuTy ChAIRmAN
Member of the Board of  
Management of WGZ BANK AG 
Westdeutsche Genossenschafts-
Zentralbank, Düsseldorf
(since 9 June 2011)

uDo effeNBeRGeR
Chairman of the Board of Man-
agement of Volksbank Schwäbisch 
Gmünd eG, Schwäbisch Gmünd
(since 9 June 2011)

mARTIN eul
Chairman of the Board of  
Management of Dortmunder 
Volksbank eG, Dortmund
(since 9 June 2011)

WeRNeR GRossmANN
Chairman of the Board of  
Management of Volksbank  
Breisgau-Süd eG, Heitersheim
(since 9 June 2011)

DR PeTeR hANKeR
Chairman of the Board of  
Management of Volksbank Mittel-
hessen eG, Giessen
(since 9 June 2011)

WolfGANG KöhleR
Member of the Board of  
Management of DZ BANK AG, 
Deutsche Zentral-Genossenschafts-
bank, Frankfurt am Main

DR WeRNeR leIs
Chairman of the Board of  
Management of VR-Bank  
Landau eG, Landau

DR ANDReAs mARTIN
Member of the Board of  
Management of Bundesverband 
der Deutschen Volksbanken und  
Raiffeisenbanken BVR, Berlin
(since 9 June 2011)

KlAus mülleR
Member of the Board of  
Management of Kölner Bank eG, 
Cologne (since 9 June 2011)

JüRGeN WAChe
Chairman of the Board of  
Management of Hannoverschen 
Volksbank eG, Hanover

management Board

DR sTefAN sChWAB 
Chairman
(since 9 June 2011)

DR BeRNhARD fRüh 
Vice-Chairman
(since 9 June 2011)

RAlf BRINGmANN
(since 9 June 2011)

PAul eNsBeRG
(since 9 June 2011)

RIChARD mANGeR
(since 9 June 2011)

DR fRANK mülleR

ANDReAs NeuGeBAueR 
(until 31 December 2011)

DR fRANZ GeoRG BRuNe 
(until 9 June 2011)

NoRBeRT fRIeDRICh 
(until 9 June 2011)

After the merger of WGZ BANK Luxembourg S. A. and DZ PB S. A. into DZ PRIVATBANK S. A. on 9 June 
2011, DZ PRIVATBANK S. A. switched from a single-tier (Board of Directors) to a two-tier governance system 
with a Supervisory Board and Board of Management.

40 DZ PRIVATBANK 
ANNuAl RePoRT 2011
CommITTees 



advisory Board

JoAChIm eRhARD 
ChAIRmAN
Member of the Board  
of Management
Volksbank Raiffeisenbank  
Würzburg eG, Würzburg

CARL-LuDwIG BEhRENS
VICe ChAIRmAN
Member of the Board  
of Management
Volksbank eG, Syke Bassum

DR ChRIsToPh BeRNDoRff 
VICe ChAIRmAN
Chairman of the Board  
of Management 
Pax-Bank eG, Cologne

ThomAs BAlK 
Member of the Board  
of Management
VR-Bank Bad Hersfeld-Roten-
burg eG, Bad Hersfeld

NoRBeRT BeeK 
Member of the Board  
of Management
Volksbank Münster eG, Münster

DR PeTeR BoTTeRmANN 
Spokesman of the Board  
of Management
Volksbank Ruhr Mitte eG,  
Gelsenkirchen

DR ThomAs BRAKeNsIeK 
Member of the Board  
of Management
Hamburger Volksbank eG,  
Hamburg

ulf BRoThuhN 
Member of the Board  
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