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BayernLB Group – the first half of 2019 at a glance

Income statement (IFRS)

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018 Change in %

Net interest income 870 879 – 1.1

Risk provisions – 10 103 – 

Net interest income after risk provisions 859 982 – 12.5

Net commission income 141 132 6.8

Gains or losses on fair value measurement – 23 35 – 

Gains or losses on hedge accounting – 7 – 44 – 84.8

Gains or losses on derecognised financial assets1 3 – 6 – 

Gains or losses on financial investments 50 33 51.2

Administrative expenses – 713 – 644 10.6

Expenses for the bank levy and deposit  

guarantee scheme – 119 – 90 31.9

Other income and expenses 130 52 > 100

Gains or losses on restructuring – 7 2 – 

Profit/loss before taxes 315 452 – 30.3

Cost/income ratio (CIR) 61.2 % 59.5 % 1.7 Pp2

Return on equity (RoE) 6.5 % 10.0 % – 3.5 Pp2

Quarterly comparison
The table below compares performance in the first and second quarters of 2019:

EUR million Q2 2019 Q1 2019

Net interest income 447 423

Risk provisions – 18 7

Net interest income after risk provisions 429 430

Net commission income 72 70

Gains or losses on fair value measurement – 11 – 13

Gains or losses on hedge accounting 5 – 12

Gains or losses on derecognised financial assets1 3 –

Gains or losses on financial investments 19 31

Administrative expenses – 347 – 366

Expenses for the bank levy and deposit guarantee scheme – 26 – 93

Other income and expenses 126 4

Gains or losses on restructuring – 7 –

Profit/loss before taxes 264 51
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Balance sheet (IFRS)

EUR million 30 Jun 2019 31 Dec 2018 Change in %

Total assets 240,321 220,227 9.1

Business volume 283,417 262,696 7.9

Credit volume 201,163 186,685 7.8

Total deposits 162,760 147,539 10.3

Securitised liabilities 46,147 45,469 1.5

Subordinated capital 2,082 1,925 8.2

Equity 11,431 11,255 1.6

Banking supervisory capital and ratios under CRR/CRD IV

EUR million 30 Jun 2019 31 Dec 2018 Change in %

Common Equity Tier 1 capital (CET1 capital) 9,554 9,973 – 4.2

Own funds 11,125 11,465 – 3.0

Total RWAs 67,643 65,594 3.1

CET1 ratio 14.1 % 15.2 % – 1.1 Pp2

Total capital ratio 16.4 % 17.5 % – 1.1 Pp2

Employees

 30 Jun 2019 31 Dec 2018 Change in %

Number of employees 8,061 7,703 4.6

Current ratings 

 Issuer rating

Short-term, 

unsecured Pfandbriefs3

Fitch Ratings A- (stabil) F1 AAA

Moody’s Investors Service Aa3 (stabil) P-1 Aaa

Rounding differences may occur in the tables. 

1 For financial assets measured at amortised cost.

2 Percentage points.

3 Applies to public Pfandbriefs (Fitch und Moody’s) and mortgage Pfandbriefs (Moody’s).
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Overview of the BayernLB Group

Key changes in the scope of consolidation and the investment portfolio 

There were no significant changes in the scope of consolidation and portfolio of equity interests 

from 31 December 2018 onwards. 

Please refer to the Group management report and financial statements for 2018 for information 

on the business model, strategy and internal Group management system. 
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Report on the economic position

Macroeconomic environment 

Having lost momentum during autumn/winter 2018/19, in the first three months of 2019 the 

 German economy grew by 0.4 percent on the preceding quarter1. This, though, was probably the 

result of a short-term catch-up effect following a slowdown driven by one-off factors in the sec-

ond half of 2018. The growth continued to be fed by private consumption as the still-buoyant 

labour market and an increase in real wages boosted consumer demand. Spending on equipment 

and construction also rose quarter on quarter despite a high level of uncertainty (trade dispute 

and Brexit). Exports and imports climbed too, providing a slight boost to the economy from out-

side Germany. Nevertheless, corporate sentiment has deteriorated appreciably since the start of 

the year and the general upturn in the labour market over the past few years has lost much of its 

steam2. Companies are, however, still reporting good capacity utilisation even if a tail-off in 

incoming orders has led to a drop in the previously very high order backlog, particularly in the 

industrial sector3.

The inflation rate has generally been treading water since the start of the year and stood at 

1.6 percent in June, the same as the core rate (excluding energy and food)4. This meant that the 

inflation target set by the European Central Bank (ECB) has been continuously missed. Conse-

quently the latter underwent a volte face in announcing it would be switching to an expansive 

monetary policy stance once again. Originally the plan had been to terminate the QE programme 

at the end of 2018 and only reinvest the QE holdings in full. Since then, however, a new TLTRO 

programme has been agreed for targeted long-term refinancing transactions, allowing banks 

based within the currency union to tap cheap credit from the ECB starting in September 20195. In 

July the ECB also hinted that a cut in the deposit rate (with some exemptions) and another QE 

programme could be on the cards in the future. In addition, the central bank indicated that the 

current interest rate would be kept in place until at least the middle of 2020. The Federal Reserve 

Bank (Fed) in the USA also abruptly reversed its monetary position and, in cutting the rate in July, 

sounded the starting shot for a series of moves in the second half of the year6.

The plunge in growth and inflation expectations since the turn of the year caused the yield on 

German sovereign bonds to sink significantly. Bunds started the year in positive territory, yielding 

0.17 percent, but turned negative in March7. From mid-May, the fall in the yield picked up pace 

after expectations were raised that central banks would respond to softening growth. Conse-

quently, the 10-year Bund yield slid to a new record low this year.

Up to the end of May 2019 the euro lost some ground against the US dollar, as the US economy 

appeared more robust than that of the eurozone and the monthly labour market reports were 

1 German Federal Statistical Office, press release 196/2019.

2 Federal Employment Agency Monthly Report, June 2019.

3 German Federal Statistical Office, press release 274/2019.

4 German Federal Statistical Office, press release 264/2019.

5 Bundesbank press release of 7 March 2019.

6 See Federal Reserve: Statements of the March and June meeting 2019;  

https://www.federalreserve.gov/monetarypolicy/files/monetary20190619a1.pdf.

7 See Deutsche Bundesbank 2019: Daily yield of the current 10 year federal bond, time series BBK01.WT1010;  

https://www.bundesbank.de/dynamic/action/en/statistics/time-series-databases/time-series-

databases/745582/745582?tsId=BBK01.WT1010&dateSelect=2019.
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mostly positive. In June, market expectations of rate cuts by the Fed (and by the ECB, albeit to a 

lesser degree) became evermore accentuated due to a rather weak level of jobs creation in May 

and increasing uncertainty about the global economy, partly fuelled by the US trade dispute with 

China. This led to positions being bought in euros to cover the large open euro short positions 

against the US dollar, pushing the euro up in value again. Overall the common currency depreci-

ated by just under 1 percent to USD 1.137 per unit in the first half of 2019. Since then it has weak-

ened a little further, to slightly over USD 1.110 at the end of July.

After the steep price drops on stock markets in the fourth quarter of 2018, the DAX made a 

strong recovery in the first half-year of 2019. Taking the figure of 10,559 at the close of 2018 as 

the baseline, Germany’s leading index gained 17.4 percent to reach 12,399 by 30 June 20198. 

A major reason for the recovery was the signals from the US Fed that it would not continue to 

pursue a hawkish monetary policy. Sharp falls in capital market interest rates also made equities 

relatively more attractive.

Course of business

Against an extended background of challenging markets and a highly competitive environment, 

the BayernLB Group closed the first half of 2019 with profit before taxes of EUR 315 million. The 

previous year’s high figure of EUR 452 million had been boosted by a high net release of risk 

 provisions. Consolidated profit stood at EUR 294 million (H1 2018: EUR 342 million). This was 

thanks to all business areas being in profit, risk provisions at a low level and to a one-off tax-re-

lated gain. 

Total assets as at 30 June 2019 increased to EUR 240.3 billion, 9.1 percent higher than at the end 

of the previous year. The lending business continued to account for a major part of the Group’s 

assets. The financial position was sound in the first six months of the year under review, and suf-

ficient liquidity was on hand at all times. The economic situation of the BayernLB Group remained 

stable.

The BayernLB Group’s capital base remains solid with a fully loaded CET1 ratio of 14.1 percent 

(31 December 2018: 15.2 percent). The main reason for the fall was the big drop in the discount 

rate for calculating pension provisions. 

Results of operations

A rise in net interest income at BayernLB and a small fall at Deutsche Kreditbank AG, Berlin (DKB) 

produced an overall figure for the Group of EUR 870 million, which was roughly in line with the 

previous year (EUR 879 million). 

The good portfolio quality, alongside releases of risk provisions and recoveries on written- 

down receivables, resulted in risk provisions in the credit business amounting to a negative 

EUR 10 million (H1 2018: positive EUR 103 million). 

8 See Deutsche Börse: DAX 30 performance closing price, taken from Thomson Reuters Datastream on 26 July 2019.
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Net commission income rose by 6.8 percent to EUR 141 million. BayernLB’s subsidiaries also 

 contributed to this result. 

Gains or losses on fair value measurement was a negative EUR 23 million, primarily due to the 

measurement of cross-currency swaps (H1 2018: EUR 35 million). Conversely gains or losses on 

hedge accounting improved from EUR – 44 million in the previous year to EUR – 7 million.

As in the previous year, gains or losses on financial investments (EUR 50 million) mainly reflected 

sales proceeds from securities (H1 2018: EUR 33 million). 

Rising costs for major projects to meet regulatory requirements and capex for sales activities 

and IT/digitalisation lifted administrative expenses to EUR 713 million (H1 2018: EUR 644 million).

Expenses for the bank levy and deposit guarantee scheme rose by EUR 29 million to a total of 

EUR 119 million. This included EUR 56 million for the bank levy (H1 2018: EUR 52 million) and a 

EUR 63 million contribution to the Savings Banks Finance Group deposit guarantee scheme 

(H1 2018: EUR 38 million). 

Other income and expenses amounted to EUR 130 million (H1 2018: EUR 52 million), largely as a 

result of a one-off tax-related gain. This also included income and expenses from the non-bank-

ing activities of the Group subsidiaries. 

Return on equity (RoE)9, which is based on regulatory capital, stood at 6.5 percent in the first 

half of 2019 (H1 2018: 10.0 percent). The cost/income ratio (CIR)10 was slightly up at 61.2 percent 

(H1 2018: 59.5 percent).

More detailed information can be found in the notes.

Segments

The segment report is based on the monthly internal management report to the Board of 

 Management and reflects the BayernLB Group’s segments. The four operating segments as at 

30 June 2019, which were unchanged on the previous year, were

• Corporates & Mittelstand

• Real Estate & Savings Banks/Association, including the legally dependent institution Bayerische 

Landesbodenkreditanstalt, Munich (BayernLabo) and the consolidated subsidiary Real I.S. AG 

Gesellschaft für Immobilien Assetmanagement, Munich (Real I.S.)

• Financial Markets, including the subsidiary BayernInvest Kapitalverwaltungsgesellschaft mbH, 

Munich (BayernInvest)

• DKB, with the business activities of the Deutsche Kreditbank Aktiengesellschaft, Berlin (DKB) 

sub-group and the Group subsidiary Bayern Card-Services GmbH – S-Finanzgruppe, Munich 

(BCS).

  9 RoE = profit before taxes/average CET1 capital

10  CIR = administrative expenses / (net interest income + net commission income + gains or losses on fair value 

measurement + gains or losses on hedge accounting + gains or losses on derecognised financial investments + 

gains or losses on financial assets + other income and expenses).
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The Group also includes the Central Areas & Other segment, which includes consolidation entries 

not allocated to any other segment.

The contributions of the individual segments to the profit before taxes of EUR 315 million 

(H1 2018: EUR 452 million) are shown below:

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Corporates & Mittelstand 57 181

Real Estate & Savings Banks/Association 105 73

Financial Markets 15 21

DKB 147 204

Central Areas & Others (including Consolidation) – 9 – 26

Corporates & Mittelstand segment

• Net interest and net commission income remain unchanged on the previous year 

• Earnings from capital market products virtually on par with the year before 

• High net positive risk provisions in the prior year due to releases and recoveries on written 

down receivables 

In the Corporates & Mittelstand segment, profit before taxes was EUR 57 million (H1 2018: 

EUR 181 million). The fall was mainly due to lower net positive risk provisions compared with 

the previous year. This stood at EUR 125 million in the previous year (financial year 2019: 

EUR 9 million) and was driven in part by high releases and a high volume of recoveries on written 

down receivables. Despite the great pressure on margins and difficult competitive environment, 

the segment managed to keep net interest and net commission income at a stable level of 

EUR 184 million (H1 2018: EUR 184 million) by increasing volumes. Likewise, earnings from 

 Financial Markets’  capital market products were virtually unchanged year on year. Administrative 

expenses rose to EUR 152 million (H1 2018: EUR 147 million) due to Bank-wide investments, 

e. g. in IT architecture, to meet regulatory requirements and as a result of various  initiatives in the 

sales units. Credit volume in the segment also increased year on year, rising to EUR 57 billion 

(H1 2018: EUR 54 billion).

Real Estate & Savings Banks/Association segment

• Real Estate Division once again reports rising operating earnings and an uptick in new business

• Savings Banks & Association Division reports stable performance year on year

• Operating earnings at BayernLabo steady compared with H1 2018 

The Real Estate & Savings Banks/Association segment posted a profit before taxes of EUR 105 million, 

surpassing the previous year’s figure of EUR 73 million. 

The Real Estate Division once again made a significant contribution to the segment’s earnings 

with a profit before taxes of EUR 79 million (H1 2018: EUR 57 million). The year-on-year increase 

in profit/loss before taxes was due to a EUR 8 million rise in net interest and commission income 

to EUR 100 million. Customer demand remained high and the volume of acquired new business 
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was therefore up once again on the year before. Owing to releases, the division posted net  positive 

risk provisions of EUR 18 million (H1 2018: negative EUR 5 million). 

The Savings Banks & Association Division’s loss before taxes of EUR 11 million was slightly greater 

than in the prior year (H1 2018: loss before taxes of EUR 10 million). As before, the main reason for 

the negative result was the damage wrought by low interest rates. Operating earnings of 

EUR 28 million from net interest and commission income remained virtually unchanged on the 

year-before period (EUR 29 million). A small increase in administrative expenses to EUR 53 million 

(H1 2018: EUR 51 million) weighed on the result. 

BayernLabo posted profit before taxes of EUR 28 million (H1 2018: EUR 19 million). Net interest 

income rose to EUR 37 million, a EUR 6 million increase on the previous year. Similarly, measure-

ment gains from derivatives transactions to hedge against interest rate risk also rose. However, 

administrative expenses rose by EUR 4 million to EUR 26 million as a result of additional expenses 

in connection with Baukindergeld Plus and home ownership subsidies, which were reimbursed by 

the Free State of Bavaria on the earnings side.

Real I.S. posted a profit before taxes of EUR 9 million, an improvement on the previous year 

(H1 2018: EUR 6 million) due to a year-on-year increase in commission. 

Financial Markets segment

• Fall in earnings due to measurement gains in the previous year

• Increase in operating earnings, especially with financial institutions

• BayernInvest’s operating performance up year on year

The Financial Markets segment posted a profit before taxes of EUR 15 million (H1 2018: 

EUR 21 million). The previous year was boosted by measurement gains, especially at Group 

 Treasury. The increase in net interest and net commission income of EUR 125 million (H1 2018: 

EUR 100 million) was due in particular to transactions with financial institutions and from higher 

interest income at Group Treasury, partly with countereffects in measurement gains or losses. 

Income from the customer business was slightly higher compared with the previous year despite 

ongoing stiff competition. This income continues to be reported under the relevant customer 

segments. Administrative expenses of EUR 111 million were on a par with the previous-year 

(H1 2018: EUR 110 million) 

BayernInvest posted profit before taxes of EUR 5 million (H1 2018: EUR 3 million). 

DKB segment

• DKB segment posts pleasing performance

• Number of retail customers reaches around EUR 4.2 million

• Operating earnings at Bayern Card-Services stable 

The DKB segment reported profit before taxes of EUR 147 million, but was unable to match the 

very good performance of the previous year (EUR 204 million). 

Most of this amount (EUR 149 million) related to the DKB sub-group (H1 2018: EUR 190 million).
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Net interest income was lower than in the previous year at EUR 480 million (H1 2018: 

EUR 511 million). The drop in the interest contribution was due in particular to the expected 

tightening in the interest margin as a result of market pressure. Expenses for risk provisions 

stood at EUR 42 million (H1 2018: EUR 23 million) because higher risk provisions were required 

than in the previous year, but this was still in line with expectations. DKB’s status as Germany’s 

second-largest online bank was further cemented by an increase in customer numbers to around 

 4.2 million (H1 2018: 3.9 million). Administrative expenses increased to EUR 273 million 

(H1 2018: EUR 235 million), mainly as a result of regulatory costs and strategic investment in 

 digitalisation and customer support. Expenses for the bank levy and the deposit guarantee 

scheme also rose slightly to a total of EUR 32 million (H1 2018: EUR 29 million). 

With operating earnings stable, BCS posted profit before taxes of EUR 2 million (H1 2018: 

EUR 12 million). The decline is largely the result of the gain from the sale of an equity interest 

in the previous year. 

Central Areas & Others segment 

• Segment earnings strongly dented by charges for the bank levy and deposit guarantee scheme

• Positive earnings contribution from one-off tax-related gains.

The Central Areas & Others segment reported a loss before taxes of EUR 9 million (H1 2018: 

loss before taxes of EUR 26 million). This was mainly due to a charge totalling EUR 87 million 

(H1 2018: EUR 61 million) for the bank levy and deposit guarantee scheme, not including DKB’s 

share. Positive contributions came partly from one-off tax-related gains. Administrative expenses 

of EUR 23 million (H1 2018: EUR 10 million) was higher year on year due to higher mandatory 

contributions and an unfavourable US dollar. 

The amounts reported in the “Consolidation” column mainly included differences in the way 

internal Group transactions are measured and the application of hedge accounting to cross- 

divisional derivative transactions. Consolidation entries were a positive EUR 7 million due to 

measurement differences relating to own issues. 

Financial position

Total assets at the BayernLB Group rose by 9.1 percent to EUR 240.3 billion. 

The credit volume, defined as loans and advances to banks and customers plus con tingent 

 liabilities from guarantees and indemnity agreements, increased to EUR 201.2 billion   

(31 December 2018: EUR 186.7 billion) due to higher receivables.

Loans and advances to banks stood at EUR 44.4 billion as at 30 June 2019, significantly higher 

(21.2 percent) than the year-end figure (31 December 2018: EUR 36.6 billion). Loans and advances 

to customers increased by EUR 4.1 percent to EUR 144.6 billion (31 December 2018: EUR 138.9 billion). 

Financial investments were almost unchanged at EUR 25.3 billion (31 December 2018: 

EUR 25.5 billion). Both assets and liabilities held for trading gained over EUR 3 billion (assets 

held for trading went up by EUR 3.6 billion to EUR 15.9 billion and liabilities held for trading by 

EUR 3.0 billion to EUR 11.3 billion).
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Liabilities to banks rose to EUR 59.7 billion (31 December 2018: EUR 54.1 billion). Likewise 

 liabilities to customers, which remains the largest source of funding, rose to EUR 103.0 billion 

(31 December 2018: EUR 93.5 billion).

Securitised liabilities rose slightly by EUR 0.7 billion to EUR 46.1 billion in the first half of 2019.

Subordinated capital climbed by 8.2 percent to EUR 2.1 billion. 

Including the consolidated profit of the first half of 2019, equity rose overall by EUR 0.2 billion to 

EUR 11.4 billion.

More detailed information can be found in the notes. 

General overview of financial performance

The BayernLB Group’s financial position and financial performance remained sound overall in the 

first half of 2019 despite the still challenging environment. The risk report contains additional 

information on the financial position.
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Report on expected developments  
and on opportunities and risks

Report on expected developments including opportunities and risks

Economic environment

The upswing in Germany has lost some of its fizz, but a recession is not around the corner as the 

domestic market is still strongly supportive and relatively resistant to external risks. Despite this, 

the supportive effect will ebb the longer corporate sentiment remains depressed. That is because 

companies will become less willing to invest or create new jobs, and this could hold down con-

sumption. Uncertainty remains very much the order of the day. In the trade dispute between the 

US and China, BayernLB does not believe a long-lasting and viable solution will be found  between 

the parties at loggerheads with each other. The uncertainty surrounding the Brexit process is 

likely to continue, as further extensions to the United Kingdom’s departure date cannot be ruled 

out. Even if a withdrawal deal is signed, it is not evident what shape and form the future relation-

ship between the EU and the UK will take. Taking everything into account, the German economy 

is likely to continue to expand, albeit it with very low average quarterly growth rates. For 2019, 

BayernLB expects growth in the magnitude of only 0.5 percent. At an average rate of 1.4 percent 

p.a. in 2019 and 1.5 percent in 2020 in Germany, inflation will probably continue to fall short of 

the ECB’s target. In light of this the Bank expects the ECB to cut its deposit rate to – 0.75 percent 

by the end of 2019, while also introducing tiered deposit rates to take the strain off the banking 

system. The central bank is likely to continue reinvesting the proceeds from its bond holdings in 

the QE programme in full, and if inflation expectations soften further, could launch a new pur-

chase scheme. Meanwhile, the US Federal Reserve will probably loosen interest rates, snipping 

them back in three steps by the end of the year, followed by another in the first quarter of 2020.

The yield on 10-year Bunds is likely to fall to – 0.5 percent over the course of the year if the ECB 

and the US Federal Reserve go through with the expected rate cuts. Given what was said at the 

ECB’s July press conference, market-based long-term inflation expectations might well reassume a 

greater importance, but interest rates would again fall significantly if the ECB were to resume its 

net bond purchases. The ECB’s policy will put pressure on the short end of the Bund curve, 

whereas QE speculation will support the long end. Only over a 12-month horizon, triggered by 

the small rise in long-dated US yields, is the Bund curve (difference between ten-year and two-

year yields) likely to steepen from the long end to around 60 basis points.

Currency-wise, the Bank predicts the US dollar will depreciate to USD 1.18 dollar per euro by the 

end of the year. The dollar would feel the heat if the economy significantly cooled, especially in 

the USA, thereby unleashing concerns about future economic performance, with the Fed throw-

ing in fresh rate cuts into the mix. BayernLB forecasts further rate reductions by the ECB, but 

believes that its central bankers will have less room to respond than the Fed (which had previously 

tightened its monetary policy), so the euro would not be weakened as much as the greenback 

would be by the Fed’s actions.

The stock market recovery that kicked in at the start of the year will probably hold together thanks 

to the tailwind provided by the prospect of expansive monetary policy, which would lift riskier asset 

prices in the process. Looking ahead six to twelve-months, however, BayernLB believes valuations 

will hit another more volatile patch given its sceptical expectations for the economy. Overall the 

Bank anticipates the DAX index will trend sideways in the second half of 2019.
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The BayernLB Group’s future performance

BayernLB is capitalising on its convincing performance in recent years and strong market position 

to get a head start on tackling the challenges of the future, which are being redefined by a fast- 

changing market, especially in terms of customer needs and the competitive environment. To this 

end, the Bank initiated a strategy project in early 2019 to compare the compatibility of existing 

strategic goals, structures and conditions with relevant factors that will be key to making the 

future a success, and where a corresponding need arises, to make modifications. The initial 

results of the strategy project are expected in the second half of 2019. 

Irrespective of the above, for key forecasts, opportunities and other statements on the expected 

economic performance for financial year 2019, please refer to the 2018 Group management 

report whose earnings forecast remains intact.

Risk report

Principles

The information provided in the risk report of the Group half-yearly financial report relates to 

material changes in the first half of 2019. The disclosures in the risk report are provided in 

accordance with IFRS 7.31 – 7.42 in conjunction with IAS 34. The disclosures in conjunction with 

IFRS 7.35 A – 7.38 in connection with IAS 34 are excluded. These can be found in notes 2, 19, 22, 

32 and 35. 

The group management report for financial year 2018 gives a detailed description of the princi-

ples, methods, procedures and organisational structures of the risk management used within the 

BayernLB Group and of the internal control and risk management system for ensuring the 

accounts have been properly prepared and are reliable. 

Rounding differences may occur in the tables.

Key developments in the first half of 2019 

• Improved risk profile 

• Further expansion of new business

• Risk-bearing capacity maintained at all times

• Liquidity position remains healthy 

The risk profile of the BayernLB Group continued to improve in the first half of 2019 despite the 

considerable expansion of new business.

Gross credit volume rose by EUR 15.7 billion to EUR 291.6 billion. 

The growth was largely concentrated in the biggest sub-portfolios of Corporates and Countries/

Public-Sector/Non-Profit Organisations.

The Bank’s portfolio quality improved, boosted by new business with good quality assets and the 

positive financial and economic environment in Germany, the BayernLB Group’s core market. 
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The high investment grade share rose further to 87.1 percent (31 December 2018: 86.5 percent), 

while the non-performing loan ratio fell to 0.7 percent (31 December 2018: 0.8 percent). 

Risk-bearing capacity was maintained throughout the first half of 2019 as the provision of risk 

capital was solid. In addition, the BayernLB Group had a good supply of liquidity on hand. 

Risk-bearing capacity

Risk-bearing capacity is monitored using the Internal Capital Adequacy Assessment Process 

(ICAAP) at BayernLB, DKB and the BayernLB Group levels including the consolidated risk units of 

the above-mentioned entities. The aim of ICAAP is to ensure that there is sufficient economic 

 capital at all times to fully cover the risks assumed or planned.

For risk management, BayernLB follows a liquidation-based approach in ICAAP that is designed to 

protect senior creditors. This is computed using internal targets for the accuracy of risk measure-

ment, which correspond to an adjusted confidence level of 99.90 percent (up to 31 December 

2018: 99.95 percent). The method for calculating risk-bearing capacity is assessed and refined 

on a regular basis to ensure it takes adequate account of external factors and internal strategic 

 targets. 

Economic capital adequacy (risk capital requirement)

EUR million 30 Jun 2019 31 Dec 2018

Credit risk 1,567 1,487

Market risk

• of which actual market risk

• of which pension risk

1,602

607

995

1,784 

814 

970

Operational risk 485 484

Investment risk 119 122

Business and strategic risk (includes reputational risk) 544 544

Liquidity cost risk 255 282

Total 4,572 4,703

The BayernLB Group had adequate risk-bearing capacity, as the provision of risk capital was solid. 

The figures as at 31 December 2018 were adjusted in accordance with the new confidence level.

The increase in the risk capital requirement for credit risk was largely due to the increase in the 

gross credit volume. The increase in the risk capital requirement for pension risk (risks from pen-

sion liabilities) is related to the decline in the actuarial interest rate. The decline in actual market 

risks was mainly due to the conclusion of new payer swaps at DKB and new issues of bonds by 

BayernLB. 

The BayernLB Group holds sufficient economic capital in the amount of EUR 9.7 billion 

(31 December 2018: restated value EUR 9.7 billion) to cover risk capital requirements. 

As part of the BayernLB Group’s stress testing programme, the possibility of a severe economic 

downturn arising (ICAAP stress scenario) is routinely calculated. Under the severe recession 
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 scenario, the risk capital requirement for the individual risk types amounts to a total of 

EUR 6.4 billion (31 December 2018: restated value EUR 6.6 billion). This represents 68.7 percent 

utilisation of the economic capital (31 December 2018: restated value 69.6 percent).

Management of the individual risks in the BayernLB Group

Credit risk

The following presentation of credit risk is based on the figures used for internal reporting to the 

Board of Management and the Risk Committee of the Supervisory Board (management approach). 

These figures are derived from the financial situation (e.g. taking account of undrawn, uncommit-

ted current account facilities). There may be deviations from the accounting-based scope of con-

solidation, as under MaRisk internal risk management includes only BayernLB and DKB. 

The quantitative data on forborne exposure are shown as “renegotiated credits” on the basis of 

the IFRS consolidated figures. 

Disclosures pertaining to IFRS 7.35 A – 7.38 in conjunction with IAS 34 can be found in notes 2, 

19, 22, 32 and 35. 

The Financial Stability Board, which was established by the supervisory authorities and govern-

ments of countries in which the world’s leading financial centres are located, issued recommen-

dations in 2008 on the disclosure of information on portfolios with elevated risk profiles. The 

 greater transparency is intended to strengthen trust among financial market participants. Further 

details are therefore presented for higher risk portfolios, especially transactions structured for 

customers and leveraged finance transactions. 

Portfolio overview in accordance with IFRS 7.34a (management approach)

The following figures for the management approach include BayernLB and DKB.

Gross credit volume by unit

 30 Jun 2019 Total: EUR 291,629 million 

 31 Dec 2018 Total: EUR 275,961 million

DKBBayernLB

EUR 
million

300,000

250,000

200,000

150,000

100,000

50,000

0

192,216 179,851

96,11099,413
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The gross credit volume for credit transactions comprises the gross lending volume – drawdowns 

plus unutilised commitments – and undrawn uncommitted overdraft limits. For trading transactions 

it is calculated from market value, for derivatives transactions from credit equivalent amounts.

Compared with 31 December 2018, the BayernLB Group’s gross credit volume rose by around 

EUR  15.7 billion or 5.7 percent to EUR 291.6 billion. The increase was almost across the board, 

with  l ending volumes rising in the four biggest sub-portfolios. The Countries/Public-Sector/Non-

Profit Organisations sub-portfolio posted the largest increase (EUR 7.3 billion), followed by the 

 Corporates (EUR 3.5 billion), Commercial Real Estate (EUR 2.6 billion) and Financial Institutions 

(EUR 2.6 billion) sub-portfolios. The Retail/Other sub-portfolio posted a slight fall in gross credit 

volume of EUR 0.2 billion. 

In terms of the sub-groups, gross credit volume was up by around EUR 12.4 billion or 6.9 percent 

at BayernLB. All four of the sub-portfolios material to BayernLB contributed to the growth in 

 business. The largest growth came in the Countries/Public-Sector/Non-Profit Organisations 

(EUR 5.7 billion) and Corporates (EUR 3.1 billion) sub-portfolios. The volumes in the Financial 

Institutions (EUR 2.3 billion) and Commercial Real Estates sub-portfolios (EUR 1.6 billion) also 

increased significantly. Business volume declined slightly in the Retail/Other sub-portfolio 

(EUR 0.4 billion). 

At DKB, gross credit volume rose by around EUR 3.3 billion or 3.4 percent, with all sub-portfolios 

contributing to the growth in business. The largest proportion of the growth came in the 

 Countries/Public-Sector/Non-Profit Organisations (EUR 1.6 billion) and Commercial Real Estates 

(EUR 1.0 billion) sub-portfolios, while the Corporates (EUR 0.3 billion), Financial Institutions 

(EUR 0.2 billion) and Retail/Other sub-portfolios (EUR 0.1 billion) saw slight growth. 

Gross credit volume at the BayernLB Group is broken down below by rating category, region, 

issuer risks, replacement risks, net credit volume by size and sub-portfolio.  

Gross and net credit volume by sub-portfolio

Sub-portfolios
EUR million

Gross Net

30 Jun 2019 31 Dec 2018
Change  

(in %) 30 Jun 2019 31 Dec 2018
Change  

(in %)

Corporates 76,630 73,158 4.7% 63,100 55,613 13.5%

Countries/Public-Sector/ 
Non-Profit Organisations 74,453 67,191 10.8% 71,922 64,647 11.3%

Financial Institutions 55,150 52,562 4.9% 53,938 51,310 5.1%

Commercial Real Estate 52,677 50,086 5.2% 14,967 14,430 3.7%

Retail/Other 32,719 32,963 -0.7% 21,963 21,967 0.0%
• of which Retail 32,596 32,552 0.1% 21,865 21,602 1.2%

Total 291,629 275,961 5.7% 225,890 207,967 8.6%
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Net credit volume is calculated as gross exposure less the value of collateral. This rose by 

EUR 17.9 billion at the BayernLB Group, up somewhat more than gross credit volume. The collat-

eral ratio at the BayernLB Group fell accordingly from 24.6 percent to 22.5 percent. The bulk of 

the change in the collateral ratio results from the following three causes. The significant expansion 

of EUR 7.3 billion in the gross credit volume in the Countries/Public-Sector/Non-Profit Institutions 

sub-portfolio was the main factor acting to reduce the figure. This business traditionally has a low 

level of collateral. The Bank-wide harmonisation of securities reporting also contributed to the 

reduction. As a result, unchanged risk-mitigating contractual aspects in the form of legally guar-

anteed feed-in tariffs are no longer reported as collateral for the financing of wind energy pro-

jects at DKB. This effect reduces the recognised collateral volume by around EUR 4.4 billion. In 

contrast, the collateral ratio rose as a result of the growth of the  Commercial Real Estate 

sub-portfolio, which led to an increase in its collateral volume of EUR 2.1 billion, raising the collat-

eral ratio of this sub-portfolio to 71.6 percent (31 December 2018: 71.2 percent).

Breakdown by rating

The following tables show gross credit volume by rating category and sub-portfolio.

Gross credit volume by rating category and sub-portfolio

30 Jun 2019

Rating category EUR million MR 0 – 7 MR 8 – 11 MR 12 – 14 MR 15 – 18 MR 19 – 21 MR 22 – 24 Total

Corporates 23,533 34,702 11,689 4,189 1,165 1,351 76,630

Countries/Public-Sector/ 

Non-Profit Organisations 71,775 1,358 1,075 215 30 1 74,453

Financial Institutions 50,964 3,435 655 68 15 12 55,150

Commercial Real Estate 27,571 17,056 6,225 1,156 130 539 52,677

Retail/Other* 13,541 10,185 7,083 1,217 475 219 32,719

Total 187,384 66,736 26,727 6,844 1,815 2,122 291,629

31 Dec 2018

Rating category EUR million MR 0 – 7 MR 8 – 11 MR 12 – 14 MR 15 – 18 MR 19 – 21 MR 22 – 24 Total

Corporates 22,073 32,869 11,818 4,024 1,117 1,257 73,158

Countries/Public-Sector/ 

Non-Profit Organisations 64,559 1,302 1,075 230 23 1 67,191

Financial Institutions 49,027 2,903 556 43 17 17 52,562

Commercial Real Estate 26,614 15,609 5,865 1,225 207 566 50,086

Retail/Other* 11,432 12,410 6,777 1,575 523 244 32,963

Total 173,706 65,092 26,092 7,098 1,887 2,085 275,961

* Of which, gross credit volume in Retail of EUR 32.6 billion as at 30 June 2019 (31 December 2018: EUR 32.6 billion)
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Gross credit volume in the BayernLB Group in the investment grade master rating (MR) categories 

0 – 11 rose by EUR 15.3 billion in the reporting period. The increases in business came mainly 

from highly rated, investment-grade customers. The investment grade share rose accordingly 

from 86.5 percent to 87.1 percent. Rating categories MR 0 – 7 alone saw a rise of EUR 13.7 billion. 

This occurred on a broad basis across all sub-portfolios, with the majority of the increase 

accounted for by the Countries/Public-Sector/Non-Profit Organisations sub-portfolio. Gross credit 

volume in rating categories MR 8 – 11 was up EUR 1.6 billion. The rise came principally in the 

 Corporates and Commercial Real Estate sub-portfolios. 

Gross credit volume in rating categories MR 12 – 14 increased slightly by EUR 0.6 billion. The rise 

was mainly in the Commercial Real Estate and Retail/Other sub-portfolios. The percentage in 

these rating categories declined slightly, from 9.5 percent to 9.2 percent.

Business volumes in the rating categories MR 15 – 18 remained largely unchanged, with only a 

slight decline of EUR 0.3 billion. The percentage in these rating categories also fell slightly from 

2.6 percent to 2.3 percent.

There was a concomitant decline in volume in the rating categories MR 19 – 21 (EUR 0.1 billion), 

with the percentage of gross credit volume in these rating categories also falling slightly from 

0.7 percent to 0.6 percent.

The non-performing loan ratio improved slightly during the reporting period to 0.7 percent 

(31 December 2018: 0.8 percent). Adequate risk provisions were set aside to cover loans added to 

the default categories. A detailed breakdown of risk provisioning can be found in the notes.

Renegotiated credits

Forbearance exposures

30 Jun 2019

EUR million Forbearance/deferrals Impairments

Collateral/financial 

guarantees received 

Loans and advances to banks 5.8 – 3.8 0.0

Loans and advances to customers 1,507.4 – 338.5 453.7 

Financial investments 0.0 0.0 0.0 

Credit commitments 194.5 30.9 0.3

Total 1,707.7 – 311.4 453.9 

31 Dec 2018

EUR million Forbearance/deferrals Impairments

Collateral/financial 

guarantees received 

Loans and advances to banks 5.8 – 1.7 0.0

Loans and advances to customers 1,886.7 – 444.7 535.0

Financial investments 0.0 0.0 0.0 

Credit commitments 227.5 31.0 2.0 

Total 2,120.0 – 415.5 537.1
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Breakdown by region

The following table shows gross credit volume by region.

Gross credit volume by region

 30 Jun 2019 Total: EUR 291,629 million

 31 Dec 2018 Total: EUR 275,961 million

In line with the Business and the Risk Strategy, Germany accounted for a dominant share of the 

BayernLB Group’s lending at 79.4 percent (31 December 2018: 79.2 percent). Gross credit volume 

in Germany increased significantly to EUR 231.5 billion (31 December 2018: EUR 218.5 billion). 

The rise was largely attributable to the Countries/Public-Sector/Non-Profit Organisations 

sub-portfolio (EUR 8.0 billion). The Commercial Real Estate (EUR 2.0 billion), Corporates (EUR 1.8 

billion) and Financial Institutions (EUR 1.5 billion) sub-portfolios also saw significant increases. 

Regionally, gross credit volume increased in particular in North America (EUR 1.8 billion), in line 

with strategy. The business volume with supranational organisations (EUR 0.5 billion) also 

expanded.

Most of the rise in the North America region came from the USA , which saw increases in the 

gross credit volume in the Financial Institutions, Corporates and Commercial Real Estate sub-port-

folios. Business in the Countries/Public-Sector/Non-Profit Institutions sub-portfolio declined.

Generally speaking, country risks and risk/return ratios in lending abroad continued to be very 

closely managed and monitored, given global developments and in particular the persistent polit-

ical tensions (e. g. Turkey, the Middle East). 
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Gross credit volume in western European countries (excluding Germany)

 30 Jun 2019 Total: EUR 33,528 million

 31 Dec 2018 Total: EUR 33,384 million

Gross credit volume in Western Europe (excluding Germany) increased slightly by EUR 0.1 billion 

to EUR 33.5 billion (31 December 2018: EUR 33.4 billion). Most of the increase came in the Nether-

lands (EUR 0.5 billion), Italy (EUR 0.4 billion) and Switzerland (EUR 0.4 billion). Business in these 

countries was mainly expanded in the Financial Institutions, Corporates and Commercial Real 

Estate sub-portfolios. Regionally, gross credit volume contracted in particular in the United King-

dom (EUR 0.7 billion) and Spain (EUR 0.5 billion).

In view of the uncertainties arising from the UK potentially leaving the EU (Brexit), new business 

was only written on a selective basis in that country. 
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Issuer risk

The following table shows gross issuer risk by region.

Gross issuer risk by region

 30 Jun 2019 Total: EUR 29,860 million

 31 Dec 2018 Total: EUR 28,719 million

Gross issuer risk volume rose in the reporting period by around EUR 1.1 billion to EUR 29.9 billion 

(31 December 2018: EUR 28.7 billion). The increase came mainly from Germany (EUR 1.3 billion) 

and supranational organisations (EUR 0.5 billion). Business volume in Western Europe (excluding 

Germany) fell by EUR 0.9 billion. A large proportion of the increase in Germany was with public- 

sector banks and state governments.
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Replacement risk

The following table shows replacement risk by region. 

Gross replacement risk by region

 30 Jun 2019 Total: EUR 9,600 million

 31 Dec 2018 Total: EUR 8,377 million

Gross replacement risk rose by EUR 1.2 billion to EUR 9.6 billion (31 December 2018: EUR 8.4 billion) 

during the reporting period. The growth was concentrated in Germany (EUR 0.6 billion) and in 

North America (EUR 0.5 billion), with most of the rise being accounted for by the USA.

The expansion came mainly from the Financial Institutions sub-portfolio and was predominantly 

in relation to major international banks and German savings banks.
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Breakdown by size category

The following table shows net credit volume by size.

Net credit volume by size

 30 Jun 2019 Total: EUR 225,890 million

 31 Dec 2018 Total: EUR 207,967 million

Net credit volume with customers in the more than EUR 2.5 billion category was up by 

EUR 6.7 billion to EUR 27.5 billion (31 December 2018: EUR 20.8 billion). The principal reason for 

the increase was a rise in deposits held with the Deutsche Bundesbank. This size  category only 

contains loans and advances to top-rated German and American government entities with a first-

class credit score.

Net credit volume in the more than EUR 500 million to EUR 2.5 billion category rose by around 

EUR 3.0 billion to EUR 21.7 billion (31 December 2018: EUR 18.6 billion). The increase in these cat-

egories was mainly the result of an expansion of business in the Financial Institutions sub-portfo-

lio, while the Countries/Public-Sector/Non-Profit Institutions sub-portfolio saw a fall in the same 

size categories. These categories predominantly include savings banks, German and international 

banks, large DAX companies and government entities. The range of individual ratings is predomi-

nantly in the very good investment grade category (master ratings 0 to 7).

The size category of net credit volumes from EUR 250 million to EUR 500 million posted a fall of 

EUR 1.0 billion to EUR 23.9 billion. This reduction was largely due to the Financial Institutions 

sub-portfolio, where individual exposures with investment-grade customers were further 

increased and can now be found in the more than EUR 500 million category.

Portfolio granularity increased across the board in the up to EUR 250 million categories. These cate-

gories saw an increase in net credit volume of EUR 9.2 billion to EUR 152.9 billion (31 December 2018: 

EUR 143.7 billion). Especially noteworthy is the Corporates sub-portfolio, with an increase of 

EUR 7.1 billion.
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The following sections show gross credit volume by sub-portfolio.

Corporates sub-portfolio

The broadly based growth achieved by the strategically important Corporates sub-portfolio rein-

forced its  position across the board as the largest sub-portfolio in the BayernLB Group, despite a 

market environment that remains very challenging. Business volume was increased in all sectors 

of the sub-portfolio. The expansion covered both existing and new customers. Overall, exposure 

in the sub-portfolio rose by a total of EUR 3.5 billion to EUR 76.6 billion, an increase of 4.7 percent. 

The six sectors examined in more detail below accounted for the majority of the expansion.

Sector breakdown within the Corporates sub-portfolio

 30 Jun 2019 Total: EUR 76,630 million

 31 Dec 2018 Total: EUR 73,158 million

Exposure in the logistics & aviation sector was up by EUR 0.6 billion to EUR 7.5 billion, with 

growth largely as a result of public transport financing. The increase was mainly driven by the 

financing of rolling stock associated with new transportation contracts agreed with regional 

transport operators. In addition, aircraft financing also contributed to the expansion of the credit 

volume in the logistics & aviation sector.

Gross credit volume in utilities, the largest sector, rose by EUR 0.5 billion or 2.3 percent to 

EUR 23.9 billion. In line with strategy, renewable energies, such as solar and wind farms, continue 

to form the main focus of the portfolio, accounting for a proportion of 59.2 percent. As loans for 

renewables are largely granted by DKB, it continues to have an above-average share of the sector 

at 60.4 percent. The majority of these transactions are structured as project financings that are to 

a large degree associated with long-term, legally guaranteed feed-in tariffs under German law. In 

addition to project financing, another focus is traditional corporate loans. The portfolio is evenly 

distributed across customers from all stages of the sector’s value chain, from the generation, 

transmission and distribution of electricity to integrated energy utilities and municipal utilities. 
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At 87.0 percent, the majority of financing volume in the utilities sector is in Western Europe, of 

which Germany alone accounts for 75.3 percent.

Manufacturing & engineering, aerospace & defence managed to increase gross credit volume by 

EUR 0.5 billion to EUR 6.9 billion. This rise was mainly achieved by means of increased financing 

of working capital for investment-grade customers in the aircraft, spacecraft and shipbuilding 

sectors.

Chemicals, pharmaceuticals & healthcare saw growth, with business volumes up by EUR 0.5 billion 

to EUR 6.1 billion. Much of the new business was with producers of pharmaceuticals and special-

ity chemicals, who actively participate in the sector’s consolidation process.

Exposure in the Consumer goods, tourism, wholesale & retail sector was up by EUR 0.5 billion to 

EUR 8.6 billion. This was due to the higher financing volume in the tourism sector, which resulted 

in particular from the further expansion of the (partially export credit-insured) financing of cruise 

ships.

The volume in the automotive industry rose by EUR 0.3 billion to EUR 6.6 billion, with well-known 

car makers being responsible for the bulk of the growth in the portfolio.

The German home market, which is key for the BayernLB Group, continues to drive the Corporates 

sub-portfolio, with a high share of 69.3 percent (31 December 2018: 70.1 percent). 

The high investment grade share in the sub-portfolio improved slightly to 76.0 percent 

(31 December 2018: 75.2 percent).

The sub-portfolio’s granularity also remained high. The proportion of customers with a gross credit 

volume of less than EUR 50 million amounted to 47.3 percent (31 December 2018: 49.5 percent).

Countries/Public-Sector/Non-Profit Organisations sub-portfolio

Gross credit volume in the Countries/Public-Sector/Non-Profit Organisations sub-portfolio rose by 

EUR 7.3 billion or 10.8 percent to around EUR 74.5 billion (31 December 2018: EUR 67.2 billion). 

Volumes at BayernLB were up around EUR 5.7 billion to EUR 51.1 billion, whereas DKB saw a rise 

of EUR 1.6 billion to EUR 23.3 billion. 

The position at the Deutsche Bundesbank (EUR 6.6 billion) increased substantially. In contrast, 

gross credit volumes at the US Federal Reserve (EUR 1.0 billion) were down, as were transactions 

with the German state governments (EUR 1.0 billion). Business volumes with German special- 

purpose public-sector banks saw growth (EUR 0.8 billion). 

The rise in gross credit volume at DKB was the result of an increase in the position at the 

Deutsche Bundesbank (EUR 0.9 billion), the increase in business volume with the German public 

sector (EUR 0.6 billion) and the expansion of business with German non-profit organisations 

(EUR 0.1 billion).

The central bank positions held by BayernLB and DKB are primarily for the purposes of fine-tuning 

liquidity. 
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The already very high investment grade share in the Countries/Public-Sector/Non-Profit Organisa-

tions sub-portfolio improved slightly to 98.2 percent (31 December 2018: 98.0 percent).

Financial Institutions sub-portfolio

Gross credit volume in the Financial Institutions sub-portfolio increased by around EUR 2.6 billion 

to EUR 55.2 billion (31 December 2018: EUR 52.6 billion), a rise of 4.9 percent. 

Within the BayernLB Group, the sub-portfolio’s gross credit volume was divided between 

EUR 53.4 billion with BayernLB and EUR 1.8 billion with DKB.

Gross credit volume rose in all of the sub-portfolio’s sectors. The majority of the growth came 

from the banking sector, where business volumes were up by EUR 1.1 billion to EUR 25.8 billion. 

Business volumes with insurers were also up by EUR 0.9 billion to EUR 5.1 billion. Gross credit vol-

ume with German Savings banks was also expanded, rising by EUR 0.6 billion to EUR 24.2 billion.

The rise in the banking sector was largely due to significant liquidity and hedging banks with 

strong credit ratings. The expansion in business with insurers primarily related to reinsurance. 

The quality of the sub-portfolio remained very high. The investment grade share remained virtu-

ally unchanged at 98.6 percent (31 December 2018: 98.8 percent). Germany’s share also remained 

largely unchanged at 63.3 percent (31 December 2018: 63.5 percent).

Commercial Real Estate sub-portfolio

In line with strategy, gross credit volume in the Commercial Real Estate sub-portfolio grew over the 

reporting period by EUR 2.6 billion or 5.2 percent. Business volume as at the reporting date was 

therefore EUR 52.7 billion (31 December 2018: EUR 50.1 billion). Of this amount, EUR 25.7 billion 

stemmed from BayernLB and EUR 27.0 billion from DKB. Both institutions contributed to the 

increase in gross credit volume. BayernLB posted business growth of EUR 1.6 billion, while DKB 

saw a growth in volume of EUR 1.0 billion.

The expansion in business volume at BayernLB was principally in investor-side real estate 

rental and leasing (EUR 0.8 billion), property developers with a focus on residential real estate 

(EUR 0.4 billion) and real estate investment fund companies (EUR 0.2 billion).

The rise in gross credit volume at DKB was largely the result of business in the residential prop-

erty sector, especially with housing companies.

The German domestic market accounted for the majority of the BayernLB Group’s growth, with 

business volumes up by EUR 1.9 billion, of which EUR 1.0 billion was accounted for by DKB. In 

addition, there were noteworthy increases in the USA (EUR 0.3 billion), France (EUR 0.2 billion) 

and Italy (EUR 0.1 billion). In view of the uncertainties arising from the UK potentially leaving the 

EU (Brexit), business volume in the country was slightly decreased. 

The already high quality of the Commercial Real Estate sub-portfolio improved slightly: the 

 investment grade share in the Corporates sub-portfolio rose to 84.7 percent (31 December 2018: 

84.3 percent). This means that the investment grade share has risen by over 10 percentage points 
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in ten years. The German share remained high at 89.2 percent (31 December 2018: 90.0 percent). 

The high quality of the portfolio was also retained in terms of granularity and collateralisation: as 

at the reporting date, the proportion of clients with a gross credit volume of less than EUR 50 mil-

lion was 55.1 percent (31 December 2018: 56.6 percent). The collateral ratio rose slightly to 

71.6 percent (31 December 2018: 71.2 percent), still close to the three-year average of around 

70 percent. 

Retail/Other sub-portfolio

In the Retail/Other sub-portfolio, gross credit volume decreased by around EUR 0.2 billion or 

0.7 percent to EUR 32.7 billion. Business volume at BayernLB fell by around EUR 0.4 billion, while 

DKB saw growth of around EUR 0.1 billion. Growth at DKB was mainly due to credit card receivables 

from private individuals. Germany’s share of the sub-portfolio remained unchanged at nearly 

100 percent throughout the Group.

Summary

As was the case last year, the overall market environment in the first half of 2019 remained chal-

lenging, with high pressure on margins and high liquidity. Despite this difficult market environ-

ment, business volume was further expanded across the board, and by the end of the first half 

had increased by EUR 15.7 billion, significantly above the growth achieved in 2018 as a whole 

(EUR 9.6 billion).

The quality of the credit portfolio was already very high but improved further in the first half of 2019, 

which is reflected in a further rise in the investment-grade share from 86.5 percent to 87.1 percent. 

The already very low non-performing loan ratio also improved, falling over the year from 0.8 percent 

to 0.7 percent.

Portfolio overview pursuant to the Financial Stability Board

Customer transactions 

The nominal volume of transactions structured for customers amounted to EUR 2.7 billion in the 

reporting period (31 December 2018: EUR 2.9 billion). 

The portfolio consists almost solely of transactions structured for target customers of BayernLB. 

Trade, leasing receivables and consumer receivables from target customers are financed. This is 

carried out exclusively via the dedicated Corelux S.A. ABCP programme.

Leveraged finance

This includes leveraged buyouts (corporate acquisitions by financial investors) and corporate- 

to-corporate transactions (corporate acquisitions by strategic investors). As financing is normally 

on a non-recourse basis, repayments are mostly funded by the future cash flows of the acquired 

entity. Acquisition financing is typically highly leveraged, long dated (usually over five years), and 

involves extensive covenants and collateral and a large number of contractual restrictions (e. g. 

on acquisitions, investments, distributions and additional debt).
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At EUR 1.2 billion, credit volumes within the BayernLB Group stood virtually unchanged compared 

with 31 December 2018. The share in Germany remained high at 76 percent (31 December 2018: 

76 percent), with Western Europe accounting for most of the remainder at 20 percent   

(31 December 2018: 24 percent). Since the parent company and its principal subsidiaries are 

 usually jointly liable in leveraged finance, the transaction is based on the parent company’s 

 registered office, even if, in some cases, one of the group’s borrowers is domiciled outside 

 Germany or Western Europe. 

Leveraged finance transactions exist only at BayernLB and break down by sector and rating 

 category as follows.

Gross credit volume by sector

 30 Jun 2019 Total: EUR 1.230 million

 31 Dec 2018 Total: EUR 1.244 million

Within the sectors, the rankings of the sub-sectors remained largely unchanged on the previous year. 

The largest sub-sectors in terms of volume were manufacturing & engineering at EUR 237 million 

(31 December 2018: EUR 230 million), media at EUR 175 million (31 December 2018: EUR 186 million), 

automotive at EUR 151 million (31 December 2018: EUR 181 million) and technology also at 

EUR 151 million (31 December 2018: EUR 136 million).
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Gross credit volume by rating category

 30 Jun 2019 Total: EUR 1,230 million

 31 Dec 2018 Total: EUR 1,244 million

The quality of the portfolio decreased slightly overall, with more downgrades than upgrades. 

Repayments were compensated for by good quality new business, which nonetheless was mostly 

non-investment grade due to the product (initial high debt). Risk provisions set aside for problem 

loans declined to 1.4 percent (31 December 2018: 1.5 percent).

Summary

This portfolio is characterised by a slight reduction in customer transaction volumes and lever-

aged finance transactions of satisfactory quality overall.

Investment risk

BayernLB does not pursue a growth strategy in terms of expanding business by acquiring stakes 

in companies. The Group’s strategic subsidiaries are DKB, BayernInvest and Real I.S. 

There were no material changes to the scope of consolidation and portfolio of equity interests in 

the first half of 2019. 

Market risk

The BayernLB Group uses several tools to monitor and limit market risks, including value-at-risk 

(VaR), risk sensitivity and stress tests, all of which constitute part of the mix in the assessment of 

risk-bearing capacity in various forms. 

For operational management and monitoring, market risk is calculated using a correlated VaR 

method based on a one-day holding period and a confidence interval of 99 percent. The historical 

simulation model is the main method used at BayernLB and DKB.
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Pension risks (risks from BayernLB’s pension liabilities) are calculated using a scenario-based 

approach. 

Market risk measurement methods are constantly checked for the quality of their forecasting. In 

the backtesting process, the risk forecasts are compared with actual outcomes (gains or losses). 

As at 30 June 2019, the forecasting quality of the market risk measurement methods used at 

 BayernLB, in accordance with the Basel traffic light approach, was classified as good.

The effects of interest rate scenarios both at present value and in terms of earnings are used to 

calculate the interest rate risks in the investment book, in compliance with the EBA’s standards at 

both bank and Group level. As at the reporting date of 30 June 2019, the calculated change in 

present value relative to capital in an interest rate shock scenario of +/– 200 basis points at both 

BayernLB and the BayernLB Group was well below the 20 percent limit set in BaFin’s criterion for 

“institutions with elevated interest rate risk”. 

VaR contribution of actual market risks by risk type (confidence level 99 percent, holding period 1 day) 

1 Jan 2019 to 30 Jun 2019

EUR million 30 Jun 2019 31 Dec 2018 Average Maximum Minimum

General interest rate VaR 17.0 29.7 21.4 30.8 14.7

Specific interest rate VaR 
(credit spreads) 8.8 11.2 10.5 12.3 8.8

Currency VaR 1.5 1.7 1.7 2.4 1.2

Equities VaR 3.3 2.8 2.9 3.3 2.6

Commodities VaR 1.3 2.9 1.5 2.6 1.2

Volatility VaR 1.0 0.4 0.6 1.0 0.4

Total VaR* 27.4 34.9 28.9 37.8 23.0

*  When calculating the risk capital requirement for BayernLB, in addition to showing the VaR, risk-bearing capacity takes into account 
 premiums for credit risks on money market transactions, risk on CVA fluctuations and risk on external credit margins.

Within the BayernLB Group, the main factor affecting total VaR is general interest rate risk. All other 

types of risk play a much less significant role by comparison.

The current situation for pension risks is presented in the chapter on “Risk-bearing capacity“.

Summary

Total VaR fell considerably by around EUR 7.5 billion compared with 31 December 2018. The 

decline in total VaR and general interest rate risk was mainly due to the conclusion of new payer 

swaps at DKB and new issues of bonds by BayernLB. The decline in the specific interest-rate risk is 

primarily due to the tightening of credit spreads in the second quarter of 2019. The reduction in 

holdings of CO2 positions also resulted in a reduced commodity risk. Other risk types continue to 

be of secondary importance and there were no significant changes. 
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Liquidity risk

Liquidity overviews are drawn up each day across all currencies and separately for the major 

 currencies to manage and monitor liquidity risk on a consistent basis across the Group. This 

involves calculating the liquidity surplus by subtracting the cumulative liquidity gaps from the 

realisable liquidity counterbalancing capacity in each maturity band. A suitable limit system takes 

proper account of the key variables here.

In addition, time-to-wall figures for stress scenarios are calculated, limited and monitored. These 

show the length of time before the liquidity surplus turns negative under stressed conditions. For 

further details on the measurement, management and monitoring of liquidity risk, please refer to 

the relevant sections of the group management report as at 31 December 2018.

The methods applied Group-wide to limit and manage liquidity risk are being constantly checked 

and refined, helping to optimise liquidity management. 

The following tables show the outcomes of the management scenario for the BayernLB Group and 

give an overview of the liquidity situation as at 30 June 2019 compared with 31 December 2018: 

Liquidity situation 

30 Jun 2019 

Cumulative figures in EUR million

Up to 

1 month

Up to 

3 months

Up to 

1 year

Up to 

5 years

Liquidity surplus

arising from

• liquidity counterbalancing capacity

less

• liquidity gap

29,286 

39,394 

10,109  

21,534 

38,449 

16,915  

16,883 

29,960 

13,078  

17,734 

12,781 

– 4,954  

31 Dec 2018 

Cumulative figures in EUR million

Up to 

1 month

Up to 

3 months

Up to 

1 year

Up to 

5 years

Liquidity surplus

arising from

• liquidity counterbalancing capacity

less

• liquidity gap

18,096  

31,076  

12,980  

14,987  

37,302  

22,314  

10,461  

30,286  

19,825  

14,503  

12,883  

– 1,619  

The BayernLB Group’s liquidity position was comfortable at all times during the period under 

review. 

The Bank also met the minimum supervisory Liquidity Coverage Ratio (LCR) at all times in the 

reporting period. The BayernLB Group’s LCR amounted to 178 percent as at 30 June 2019 

(31 December 2018: 143 percent). The LCR is calculated by comparing the available highly liquid 

assets with the net cash outflows for the following 30 days. The minimum regulatory LCR is 

100 percent.

The subsidiary DKB has its own measures in place to ensure it complies with its specific liquidity 

requirements. The key requirements were complied with during the period under review.
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The BayernLB Group’s refinancing structure as at 30 June 2019 compared with 31 December 2018 

was as follows:

Funding structure

 30 Jun 2019  

 31 Dec 2018

An atmosphere of uncertainty moved to the forefront in the markets in the first half of 2019 as 

a result of the failure to find common ground in the trade dispute, Brexit and the geopolitical 

tensions in the Gulf region. In light of the increased risk awareness and concerns about a global 

slowdown in economic growth and weakening inflation in the Eurozone, the central banks on 

both sides of the Atlantic have made their positions on the prospects of further interest rate cuts 

plain. The ‘reversal of the (interest rate) rebound’ increases the likelihood of a long period of low 

interest rates, which could even end up undercutting the preceding historical lows. The term of 

office of ECB President Mario Draghi, who announced that the ECB would adopt an even more 

expansive monetary policy in his ‘Sintra speech’ at the ECB Forum on Central Banking in Portugal, 

also expires in the first half of the year. The change in the monetary outlook has had the desired 

effect of lowering interest rates and, in the capital markets, has made it easier for borrowers to 

refinance but more difficult for investors to chase yields.

In addition to equity, BayernLB’s structural funding derives mainly from capital market issues, 

deposits and subsidised loans. In addition, ad hoc funding is obtained via the secured and unse-

cured money market.

Funding requirements are determined within the framework of the annual funding plans, which 

are calculated at an individual and Group level and reflect the overall maturity profile of assets 

and liabilities and the funding needs arising from planned new business.
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To conserve and diversify the funding sources, the necessary funding is distributed to various 

asset classes in the funding matrix during the planning stage in order to safeguard and promote 

the granularity of the origin of the funds. 

In 2019 the funding requirements for structural, i.e. multi-year liquidity is EUR 9 billion, which 

should be obtained in equal measure from secured and unsecured issues. 

The largest proportion of the planned unsecured funding, which amounts to EUR 4.5 billion, is 

accounted for by the non-preferred senior unsecured bonds (NPS) category at EUR 3.6 billion. 

This category represents unsecured funding that is non-preferred (‘bail-in’) in the event of liabil-

ity. Overall, this funding source’s regulatory advantages (MREL) and the fact that it bolsters the 

issuer’s rating in Moody’s LGF analysis outweigh the higher costs it entails. 

Access to all funding sources was unlimited and at increasingly favourable conditions as the year 

progressed. Short-term liquidity requirements were covered by the Group on an ad hoc basis via 

cash pooling or externally in the money market.

By the middle of the year the YtD funding significantly exceeded the plan target at 147 percent 

for secured issues (EUR 3.3 billion), supported by two individual issues of EUR 500 million each 

and USD issues with a total volume of USD 250 million, and 124 percent for unsecured issues 

(EUR 2.8 billion, of which USD 240 million). The funding costs remained at the lower end of the 

Group’s peer group and were in part due to the high degree of loyalty enjoyed by the Association 

among the Bavarian and non-Bavarian savings banks. 

BayernLB’s ratings from Fitch and Moody’s and the stable outlook continued over the course of 

2019 to date. The long-term, preferred senior unsecured securities continue to be rated as A-/Aa3 

and the non-preferred senior unsecured securities as A-/A2.

The management and use of cover funds to issue Pfandbriefs and the protection against stress 

scenarios by building up and retaining the free liquidity buffer in the liquidity counterbalancing 

capacity are accorded a high priority in the management process. Compliance with economic and 

regulatory ratios and management limits such as the internal limits of 110 percent for the LCR 

ratio and 100 percent for the NSFR ratio1 during the monitoring phase were comfortably fulfilled 

throughout the reporting period.

The asset encumbrance (AE) ratio shows the proportion of a bank’s encumbered assets that could 

not be called upon to settle unsecured claims in the event of liquidation. Due to BayernLB’s busi-

ness model and the specifications for determining AE, a relatively high proportion of its asset 

portfolio is encumbered. Particularly worthy of note is the relatively high proportion – including 

free overcollateralisation – in the cover pool for Pfandbriefs and the collateralisation of subsi-

dised loans from state development banks, such as the KfW’s passthrough loans. Adjusted for 

these transaction types, BayernLB has a low AE in the medium single-digit percentage range.

As the municipal and development bank of the Free State of Bavaria BayernLabo’s liabilities are 

covered by a 100 percent state guarantee. In line with its mandate, BayernLabo is publically 

funded via the KfW and the Landwirtschaftliche Rentenbank. The capital market offers further 

1  This variable is currently only monitored, as compliance is not yet a mandatory regulatory requirement.
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refinancing sources, such as bearer bonds, registered securities and Schuldschein note loans. 

 BayernLabo meets ad hoc liquidity requirements by accepting fixed deposits from BayernLB. 

 BayernLabo’s 2019 funding plan envisages funding requirements totalling EUR 1 billion, which 

allows sufficient leeway for a benchmark issue on the capital market. By the middle of the year 

the YtD funding was comfortably in line with the funding plan.

Customer deposits represented the largest source of funds in the DKB funding mix. In addition, 

much of the lending business is funded in the form of passthrough loans from development 

banks. The company’s funding activities also include capital market issues, with an ongoing focus 

on ‘green’ and ‘social’ securities issues.

DKB’s planned funding requirements will continue to be principally met by the anticipated 

growth in deposits and capital market transactions in 2019. The objectives set out in the annual 

planning had already been exceeded as at the reporting date of 30 June 2019, largely as a result 

of the continued inflow of customer deposits. 

The description and parallel impact of the developments at individual bank level are reflected in 

the funding structure at Group level. The exceeding of the structural funding targets in the year 

to date has led to portfolio increases in all categories. The increase in deposits and money market 

instruments was driven by an increase in customer deposits at DKB and higher money market 

holdings at BayernLB.

The good business performance in the first half of 2019 and the advantages gleaned from the 

ongoing cultivation of the funding sources leave the door open to a panoply of funding options 

in a favourable market environment for BayernLB. Relatively new funding products, such as green 

bonds and social bonds, are being actively developed and deployed. Both at individual and Group 

level, BayernLB considers itself to be excellently positioned on the market in the event of high 

funding requirements.

Summary

In the coming years liquidity management and monitoring in BayernLB will revolve around the 

refinancing options available and focus on ensuring liquidity reserves are always adequate, even 

in stress situations. 

As well as actively managing liquidity reserves, supervisory and economic liquidity risk manage-

ment at BayernLB will continue to be built around a broadly-diversified funding structure, sup-

ported by a reliable base of domestic investors and retail customer deposits at its DKB subsidiary. 

Reporting of products as defined in section 46f paras. 6 and 7 KWG

Section 46f of the German Banking Act (KWG) was amended with effect from 1 January 2017. The 

amended regulation governs the seniority of payment under bankruptcy law for certain liabilities 

that are part of a bail-in and which are issued by institutions subject to the CRR. 

The following tables show the debt instruments and structured financial products as defined in 

section 46f KWG:
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Debt instruments as defined in section 46f para. 6 KWG (non-preferred senior)

EUR million 30 Jun 2019 31 Dec 2018

Liabilities to banks 3,676 3,849

• of which Schuldschein note loans 2,370 2,435

• of which other registered securities 1,306 1,414

Liabilities to customers 7,025 6,765

• of which Schuldschein note loans 979 1,024

• of which other registered securities 6,046 5,741

Securitised liabilities 18,239 17,738

Liabilities held for trading 437 430

Total 29,377 28,782

Debt instruments as defined in section 46f paras 5 and 7 KWG (preferred senior)

EUR million 30 Jun 2019 31 Dec 2018

Liabilities to banks 62 63

• of which Schuldschein note loans 21 21

• of which other registered securities 41 41

Liabilities to customers 931 895

• of which Schuldschein note loans 159 155

• of which other registered securities 771 740

Securitised liabilities 2,266 1,735

Liabilities held for trading 793 787

Total 4,052 3,479

Operational risk

Operational risks are quantified for the calculation of risk-bearing capacity using the operational 

value at risk (OpVaR) calculation. The calculation is based on the losses incurred at BayernLB and 

DKB, the external losses collected via a data consortium, potential operational risks collected as 

part of the Operational Risk Self Assessment and the BayernLB and DKB scenario analyses (poten-

tial losses) drawn up for significant risks. The calculation is based on a loss distribution approach, 

using a confidence level of 99.90 percent (up to 31 December 2018: 99.95 percent). The key 

model assumptions and parameters used in the model are validated once a year. 

The standard regulatory approach is used to calculate the regulatory capital backing for opera-

tional risks.

The table below shows the changes in operational risk losses recorded at BayernLB and DKB in 

the first half of 2019 compared to financial year 2018.
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Losses by Group unit

30 Jun 2019  Total: EUR 3.6 million 

31 Dec 2018  Total: EUR 18.1 million (restated value)

 BayernLB    DKB

The losses of EUR 20.0 million in the BayernLB Group reported as at 31 December 2018 were 

reduced retrospectively to EUR 18.1 million. In 2019 these were primarily due to partial reversals 

of provisions for “compensation under distance-selling agreements”. 

The total loss at the BayernLB Group in the first half of 2019 stemmed mainly from the event 

 categories “external fraud”, with a share of 45.0 percent (restated share as at 31 December 2018: 

21.1 percent), “implementation, delivery and process management” with a share of 24.3 percent 

(restated share as at 31 December 2018: 26.5 percent) and “employment practices and occupa-

tional safety” with a share of 11.0 percent (restated share as at 31 December 2018: 2.9 percent).

Summary

The amount of operational risk losses at the BayernLB Group in 2019 was very low in the first half 

of 2019.

Summary of risk report

The BayernLB Group’s risk profile remained stable in the first half of 2019. 

The BayernLB Group had adequate risk-bearing capacity at all times in the reporting period. The 

stress scenarios conducted show that the BayernLB Group has adequate capital. 

The liquidity situation remained good. Adequate risk provisions were set aside to cover loans 

added to the default categories (non-performing loans).

Regulatory solvency requirements were met. Own funds for the purpose of risk coverage 

amounted to EUR 11.1 billion.

The risk management and controlling system at the BayernLB Group has appropriate processes to 

ensure compliance with regulatory requirements while managing risks from an economic viewpoint.

EUR 
million

25

20

15

10

5

0
30 Jun 2019 31 Dec 2018

0.6
3.33.0

14.8

42 BayernLB . Group Half-Yearly Financial Report 2019



Consolidated half-yearly  
financial statements

43BayernLB . Group Half-Yearly Financial Report 2019



 45  Statement of comprehensive  income

 47  Balance sheet

 49  Statement of changes in equity

 51  Cash flow statement

 52  Notes

 91  Responsibility statement by the Board of Management

 92  Review Report

 93  Supplementary information

44 BayernLB . Group Half-Yearly Financial Report 2019



Statement of comprehensive income
Income statement

EUR million Notes

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

• Interest income 2,967 3,289

 –  interest income from financial instruments determined 

using the effective interest method 1,903 1,875

 – interest income – other 1,064 1,414

• Interest expenses – 2,097 – 2,409

 –  interest expenses from financial instruments determined 

using the effective interest method – 927 – 940

 – interest expenses – other – 1,170 – 1,470

Net interest income  (5) 870 879

Risk provisions (6) – 10 103

Net interest income after risk provisions 859 982

• Commission income 364 341

• Commission expenses – 223 – 209

Net commission income (7) 141 132

Gains or losses on fair value measurement (8) – 23 35

Gains or losses on hedge accounting (9) – 7 – 44

Gains or losses on derecognised financial assets1 (10) 3 – 6

Gains or losses on financial investments (11) 50 33

Administrative expenses (12) – 713 – 644

Expenses for the bank levy and deposit guarantee scheme (13) – 119 – 90

Other income and expenses (14) 130 52

Gains or losses on restructuring (15) – 7 2

Profit/loss before taxes 315 452

Income taxes – 21 – 105

Profit/loss after taxes 294 347

Profit/loss attributable to non-controlling interests – – 5

Consolidated profit/loss 294 342

Rounding differences may occur in the tables.

1 For financial assets measured at amortised cost.
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Statement of comprehensive income (condensed)

EUR million Notes

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Profit/loss after taxes as per the income statement 294 347

Components of other comprehensive income 

temporarily not recognised in profit or loss

• Changes in the revaluation surplus containing gains or 

losses on fair value measurement of financial assets in 

the “financial assets mandatorily measured at fair value 

through other comprehensive income” category

– change not including deferred taxes

– change in deferred taxes

• Currency-related changes 

– change not including deferred taxes

– change in deferred taxes

Components of other comprehensive income  

permanently not recognised in profit or loss

• Rating-related changes in the fair value of financial 

 liabilities from the “fair value option” category 

 recognised through other comprehensive income 

– change not including deferred taxes

– change in deferred taxes

• Changes due to remeasurement of defined benefit plans

– change not including deferred taxes

– change in deferred taxes

(35)

(35) 

 

 

(35)

(35)

110

158

– 49

– 

– 

–
 

 

69

99

– 29

– 333

– 359

26

– 54

– 77

23

– 

– 

– 

 

– 24

– 33

9

– 25

– 26

1

Other comprehensive income after taxes – 154 – 103

Total comprehensive income recognised through profit 

or loss or through other comprehensive income   

• attributable:

– to BayernLB shareholders

– to non-controlling interests

• Total comprehensive income attributable  

to BayernLB shareholders:

– from continuing operations

– from discontinued operations

139

 

139

–

139

–

244

 

239

5

239

– 

Rounding differences may occur in the tables.
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Balance sheet

Assets

EUR million Notes 30 Jun 2019 31 Dec 2018

Cash reserves (16) 5,881 3,335

Loans and advances to banks (17) 44,384 36,610

Loans and advances to customers (18) 144,622 138,872

Risk provisions (19) – 997 – 1,043

Portfolio hedge adjustment assets 843 407

Assets held for trading (20) 15,907 12,335

Positive fair values from derivative financial 

 instruments (hedge accounting) (21) 642 512

Financial investments (22) 25,258 25,465

Investment property (23) 29 29

Property, plant and equipment (24) 548 342

Intangible assets (25) 94 85

Current tax assets 132 16

Deferred tax assets 677 696

Other assets (26) 2,302 2,565

Total assets 240,321 220,227

Rounding differences may occur in the tables.
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Liabilities

EUR million Notes 30 Jun 2019 31 Dec 2018

Liabilities to banks (27) 59,749 54,060

Liabilities to customers (28) 103,011 93,479

Securitised liabilities (29) 46,147 45,469

Liabilities held for trading (30) 11,253 8,225

Negative fair values from derivative financial 

 instruments (hedge accounting) (31) 938 766

Provisions (32) 4,691 4,251

Current tax liabilities 304 275

Other liabilities (33) 715 522

Subordinated capital (34) 2,082 1,925

Equity

• Equity excluding non-controlling interests

– subscribed capital

– compound instruments (equity component) 

– capital surplus

– retained earnings

– revaluation surplus

– foreign currency translation reserve

– consolidated profit/loss

• Non-controlling interests

(35) 11,431

11,418

3,412

21

2,182

5,326

182

2

294

13

11,255

11,237

3,412

21

2,182

5,442

4

2

175

18

Total liabilities 240,321 220,227

Rounding differences may occur in the tables.
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Statement of changes in equity

EUR million
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First-time application effect 

pursuant to IFRS 91 58 – 174 – 116 – 116

As at 1 Jan 2018 3,412 45 2,182 4,883 114 2 50 10,687 13 10,700

Changes in the 

revaluation surplus  

 Changes in the revaluation 

surplus from debt instru-

ments – FVOCIM2  – 54 – 54 – 54

 Rating-related changes in 

the fair value of financial 

 liabilities – FVPLD (FVO)3 – 1 – 24 – 25 – 25

Currency-related 

changes – –  – 

Changes due to  

remeasurement of  

defined benefit plans – 25   – 25 – 25

Other comprehensive income – 26 – 78 – – 104 – – 104

Consolidated profit/loss 342 342 5 347

Total comprehensive income – 26 – 78 – 342 238 5 243

Capital increase/ 

capital decrease  – 1   – 1  – 1

Changes in the 

scope of consolidation  

and Other   1  1  1

Distribution of profits – 50 – 50 – 1 – 51

As at 30 June 2018 3,412 45 2,182 4,857 35 2 342 10,875 17 10,892
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EUR million
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As at 31 Dec 2018 3,412 21 2,182 5,442 4 2 175 11,237 18 11,255

Adjusted as per IAS 8 218 218 218

As at 1 Jan 2019 3,412 21 2,182 5,660 4 2 175 11,455 18 11,473

Changes in the 

revaluation surplus  

 Changes in the revaluation 

surplus from debt instru-

ments – FVOCIM2  110 110 110

 Rating-related changes in 

the fair value of financial 

 liabilities – FVPLD (FVO)3 – 69 69 69

Currency-related

  changes – – –

Changes due to 

 remeasurement of  

defined benefit plans – 333 – 333 – 333

Other comprehensive income – 333 179 – – 154 – – 154

Consolidated profit/loss 294 294 294

Total comprehensive income – 333 179 – 294 139 – 139

Capital increase/

  capital decrease – – – 

Changes in the 

scope of consolidation  

and Other – 2 – 2 – 2

Distribution of profits – 175 –  175 – 5 – 180

As at 30 Jun 2019 3,412 21 2,182 5,326 182 2 294 11,418 13 11,431

As at 31 Dec 2017 3,412 45 2,182 4,825 288 2 50 10,803 13 10,816

Rounding differences may occur in the tables. 
Details on equity can be found in note 35.
1 Adjusted as per IFRS 9 (see 2018 Annual Report and Accounts note 2).
2 Revaluation surplus – gains or losses on fair value measurement of financial assets in the “financial assets mandatorily measured at fair  value through other 

 comprehensive income” category.
3 Revaluation surplus – rating-related changes in the fair value of financial liabilities from the “fair value option“ category recognised through other comprehensive 

income, and reclassification of the rating-related changes in the fair value of these financial liabilities to retained  earnings.
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EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Cash and cash equivalents at end of previous period 3,335 3,556

+/– cash flow from operating activities 2,579 5,188

+/– cash flow from investing activities -43 – 6

+/– cash flow from financing activities -23 – 91

+/–  exchange-rate, scope of consolidation and measurement-related  

changes in cash and cash equivalents 34 124

Cash and cash equivalents at end of period 5,881 8,771

Rounding differences may occur in the tables.

Cash flow statement (condensed)
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Notes to the half-yearly financial statements

The half-yearly financial statements of the BayernLB Group as at 30 June 2019 have been prepared 

in accordance with International Financial Reporting Standards (IFRS) pursuant to Regulation (EC) 

No 1606/2002 of the European Parliament and of the Council of 19 July 2002 (including all 

amendments) as well as the supplementary provisions applicable under section 315e para. 1 of 

the German Commercial Code (HGB). In addition to the IFRS standards, IFRSs also comprise the 

International Accounting Standards (IAS) and the interpretations of the IFRS Interpretations Com-

mittee (IFRIC) and the Standing Interpretations Committee (SIC). All Standards and Interpretations 

that are mandatory within the EU up to 30 June 2019 have been applied. The half-yearly financial 

statements comply in particular with the requirements of IAS 34.

Unless otherwise stated, all amounts are given in EUR million and rounded up or down to the 

nearest whole figure. Rounding differences may occur in the tables.

Accounting policies

(1) Principles

With the exception of the changes referred to below, the accounting policies used for the half-yearly 

financial statements as at 30 June 2019 were the same as those used for the 2018 consolidated 

financial statements. Information provided in these half-yearly financial statements is to be read 

in conjunction with the information in the published and unqualified audited consolidated finan-

cial statements as at 31 December 2018. Items are recognised and measured on a going concern 

basis.

Income tax expenses for the half-yearly financial statements are calculated on the basis of the 

expected income tax ratio for the full year.

Impact of amended and new International Financial Reporting Standards

In financial year 2019 the following amended or newly issued standards and interpretations that 

the European Commission has incorporated into European law were applied for the first time:

• IFRS 9

The changes to IFRS 9 Financial Instruments permit measurement at amortised cost or at fair value 

through other comprehensive income, including of financial assets with early repayment options, 

where the terminating party receives reasonable consideration for the early termination of the 

contract. There was no impact on the half-yearly financial statements of the BayernLB Group as at 

30 June 2019.

53BayernLB . Group Half-Yearly Financial Report 2019



• IFRS 16

The new Standard IFRS 16 Leases – which replaces the Standard IAS 17 Leases and the interpreta-

tions IFRIC 4 Determining Whether an Arrangement Contains a Lease, SIC-15 Operating Leases – 

Incentives and SIC-27 Evaluating the Substance of Transactions in the Legal Form of a Lease – 

 contains new rules on the accounting treatment of leases.

The new Standard generally requires the lessee to recognise all leases and associated contractual 

rights and obligations in the balance sheet. In accordance with IFRS 16, the lessee recognises a 

lease liability in its balance sheet for the obligation to make future lease payments. At the same 

time, it capitalises a right to use the underlying asset that corresponds to the present value of 

future lease payments plus initial direct costs, upfront payments and dismantling costs, less any 

incentive payments received. This means that lessees no longer have to classify leasing arrange-

ments as operating leases and finance leases. In the case of lessors, the rules of IFRS 16 are largely 

unchanged on the previous rules of IAS 17. The new Standard IFRS 16 also contains a number of 

other new rules on the definition of a lease, its disclosure and the information in the notes.

The BayernLB Group applies IFRS 16 modified retrospectively. In the case of real estate leases, the 

term of the lease was determined retrospectively, taking into account renewal or termination 

options. Payment obligations from previous operating leases are discounted using the corre-

sponding incremental borrowing rate upon transition to the new rule; the weighted average 

incremental borrowing rate of the BayernLB Group was 1.02 percent. The resulting present value 

was recognised as a lease liability. Under the transitional rule, a right-of-use asset was capitalised 

in the amount of the lease liability.

The BayernLB Group elected to take the following approach in respect of the options and simpli-

fication rules under IFRS 16:

• It applies the exemption from recognising in the balance sheet short-term leases or leases 

where the underlying asset is of low value.

• Rights-of-use assets are reported under the balance sheet line items “investment property” 

and “property, plant and equipment”.

• Lease liabilities are shown under other liabilities.

• To a limited extent, no separation is made in contracts that contain non-lease components in 

addition to lease components. Each lease component is shown together with the other perfor-

mance components as a lease.

• IFRS 16 does not apply to leases of intangible assets.

The overall impact of IFRS 16 as at 1 January 2019 was not large enough to have a bearing on 

decision-making. The first-time application of the new requirements of IFRS 16 had no effect on 

equity. The capitalisation of a right-of-use asset and the recognition of the lease liability on the 

liabilities side gave rise to an insignificant increase of EUR 0.2 billion in assets and liabilities. The 

effects from the reconciliation of the payment obligations from operating leases under IAS 17 as 

at 31 December 2018 on the balance sheet lease liabilities under IFRS 16 as at 1 January 2019 

were largely the result of discounting using the incremental borrowing rate, utilisation of the 

simplified rules for leases with low-value underlying assets, and application of extension and 

 termination options and non-lease components. The disclosure requirements that go beyond 
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those of the transitional rules under IFRS 16 will be applied for the first time to the consolidated 

financial statements for financial year 2019.

• IAS 19

The changes to IAS 19 Employee Benefits include a stipulation that if a pension plan is amended, 

curtailed or settled, the current service cost and the net interest must be remeasured using the 

actuarial assumptions applicable at the time of the plan event. The changes had no impact on the 

half-yearly financial statements of the BayernLB Group as at 30 June 2019.

• IAS 28

The changes to IAS 28 Investments in Associates and Joint Ventures clarify in particular that IFRS 9 

must be applied to long-term interests, which in substance form part of the net investment in an 

entity recognised in accordance with the equity method, but which are not themselves determined 

in accordance with that method. There was no impact on the half-yearly financial statements of 

the BayernLB Group as at 30 June 2019.

• IFRIC 23

The new Interpretation IFRIC 23 Uncertainty over Income Tax Treatments contains rules on the 

recognition and measurement of uncertain tax positions. These include all tax matters that are 

subject to uncertainty as to their acceptance by the tax authorities. The first-time (modified retro-

spective) application of IFRIC 23 as at 1 January 2019 resulted in the capitalisation of contingent 

assets from income taxes currently recognised in BayernLB’s consolidated financial statements as 

at 31 December 2018 – with the exception of future claims to interest from income taxes – as current 

income tax assets in the triple-digit millions and corresponding to a positive effect on equity (see 

statement of changes in equity).

• Improvements to IFRS – 2015 – 2017 cycle

In the Annual Improvement Cycle relating to IFRSs, several smaller amendments were made to 

standards IFRS 3 Business Combinations, IFRS 11 Joint Arrangements, IAS 12 Income Taxes and 

IAS 23 Borrowing Costs. The changes had no impact on the half-yearly financial statements of the 

BayernLB Group as at 30 June 2019.

Amended or new standards and interpretations not yet incorporated into European law were not 

applied to these half-yearly financial statements.

(2) Changes on the previous year

To improve comprehensibility and transparency, the use of plus and minus signs was changed in 

the first half of 2019. Minus symbols are used for figures for expenses and reductions in opening 

balances when showing changes in amounts over time. The previous year’s figures were adjusted 

accordingly.
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The net commission income reported (see note 7) was adjusted to match the presentation in the 

consolidated financial statements for 2018. The previous year’s figures were adjusted accordingly.

In the reporting period, the BayernLB Group made changes to estimates of measurement parame-

ters for calculating liabilities under IAS 19. Overall a measurement loss of EUR 359 million arose, 

which reduced retained earnings by EUR 351 million and profit before taxes by EUR 8 million. 

The measurement loss was due to the updating of the discount rate for pension obligations 

(EUR – 354 million), service anniversaries and early retirement of employees on the pay scale 

(EUR – 1 million), restructuring provisions (EUR – 7 million) and the updating of the future indexa-

tion of the total remuneration for employees not on the pay scale (EUR 3 million). Due to adjust-

ments, pension obligations rose by EUR 351 million, provisions for service anniversaries and early 

retirement of employees on the pay scale by EUR 1 million and restructuring provisions by 

EUR 7 million. The changes in estimates will also have an impact on future periods which 

 currently cannot be reliably estimated.

(3) Scope of consolidation

Besides the parent company, the group of companies consolidated within BayernLB comprises 11 

(31 December 2018: 11) subsidiaries that are consolidated in accordance with IFRS 10.

As before, it does not include any companies measured at equity.

Determining the scope of consolidation

BayernLB’s scope of consolidation is determined by materiality criteria. 115 (31 December 2018: 

116) companies were neither consolidated nor measured at equity due to their negligible impor-

tance individually or collectively to the financial position and financial performance of the Group. 

The impact on the balance sheet from the contractual relationships between Group companies 

and these non-consolidated companies is reported in the half-yearly financial statements.

Segment reporting

(4) Notes to the segment report

The segment report reflects the business structure of the BayernLB Group. A total of five segments, 

which are unchanged on the previous year, are shown. As before, the business segments are: 

Corporates & Mittelstand, Real Estate & Savings Banks/Association, Financial Markets and 

Deutsche Kreditbank (DKB), supplemented by Central Areas & Others (including Consolidation). 

The earnings of the consolidated subsidiaries and units are also allocated to the segment to 

which they have been assigned.

Segment reporting is based on IFRS 8 and therefore on the monthly management reports submit-

ted to the Board of Management, which serves as the chief operating decision maker as defined 

in IFRS 8.7. The management reports – and therefore the segmentation – are based on the 

accounting policies used in the consolidated financial statements under IFRS. Segment reporting 

does not therefore need to be reconciled with the IFRS accounting policies used in the consoli-
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dated financial statements. The earnings contributions reported under the segments are gener-

ated largely from banking transactions and financial services. Net interest income and net com-

mission income are shown respectively as net figures comprising interest income and interest 

expenses and commission income and commission expenses. The additional information about 

products and services required under IFRS 8.32 and on non-current assets by geographical region 

required under IFRS 8.33 (b) is not available as the costs of providing the information would be 

excessive.

The risk-weighted assets (RWAs) shown include the figures as at the reporting date for credit risk, 

market risk positions and operational risk. For the Group, the average regulatory capital available 

over the reporting period is reported as equity. For this, Common Equity Tier 1/CET1 capital is 

 calculated using the respective valid supervisory regulations. For the purposes of internal 

 management, economic capital is allocated to the segments in the amount of 14 percent of their 

 average risk weighted assets (RWAs). Economic capital is reconciled to regulatory capital in the 

column headed “Consolidation”.

The return on equity (RoE) shown is calculated on the basis of internal management information 

from the ratio of profit before taxes to the average regulatory capital (Group)/the average allo-

cated economic capital (at segment level). The cost/income ratio (CIR) is the ratio of administra-

tive expenses and gross profit comprising net interest income, net commission income, gains or 

losses on fair value measurement, gains or losses on hedge accounting, gains or losses on derec-

ognised financial assets, gains or losses on financial investments and other income and expenses.
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Segment reporting as at 30 June 2019 
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Net interest income 132 140 99 480 20 870

Risk provisions in the credit business 9 18 – – 42 5 – 10

Net commission income 52 65 26 2 – 5 141

Gains or losses on fair value 

 measurement 15 17 – 55 14 – 14 – 23

Gains or losses on hedge accounting – 2 3 – 4 – 7 – 7

Gains or losses on derecognised 

 financial assets – – – 2 – 3

Gains or losses on financial investments 1 2 48 11 – 13 50

Administrative expenses –  152 – 140 – 111 – 288 – 23 – 713

Expenses for the bank levy and deposit 

guarantee scheme – – – – 32 – 87 – 119

Other income and expenses – 2 1 4 5 123 130

Gains or losses on restructuring – – – – – 7 – 7

Profit/loss before taxes 57 105 15 147 – 9 315

Risk-weighted assets (RWAs) 21,709 9,465 9,743 23,970 2,757 67,643

Average economic/regulatory capital 2,998 1,288 1,357 3,344 694 9,680

Return on equity (RoE) (%) 3,8 16,3 2,2 8,8 – 2,5 6,5

Cost/income ratio (CIR) (%) 76,2 61,6 87,9 56,6 22,0 61,2

Average number of employees (FTE) 322 606 478 3,741 2,076 7,224
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Segment reporting as at 30 June 2018
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Net interest income 131 125 83 511 29 879 

Risk provisions in the credit business 125 – 5 – – 23 5 103 

Net commission income 53 62 17 4 – 3 132 

Gains or losses on fair value 

 measurement 19 18 4 7 – 13 35 

Gains or losses on hedge accounting – – – 3 – 34 – 6 – 44

Gains or losses on derecognised 

 financial assets – – – – 6 – – 6

Gains or losses on financial investments – 2 25 6 1 33 

Administrative expenses – 147 – 130 – 110 – 248 – 10 – 644

Expenses for the bank levy and deposit 

guarantee scheme – – – – 29 – 61 – 90 

Other income and expenses – – 1 7 16 31 52 

Gains or losses on restructuring – – – – 1 2 

Profit/loss before taxes 181 73 21 204 – 26 452 

Risk-weighted assets (RWAs) 20,499 8,176 8,318 24,543 2,833 64,368 

Average economic/regulatory capital 2,492 995 1,021 3,057 1,435 9,000 

Return on equity (RoE) (%) 14,6 14,6 4,0 13,3 – 3,6 10,0 

Cost/income ratio (CIR) (%) 72,4 62,7 83,9 49,2 26,1 59,5 

Average number of employees (FTE) 339 578 453 3,347 1,932 6,649 
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Breakdown of the aggregated Central Areas & Others segment results and consolidation entries not allocated 

to the segments as at 30 June 2019
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Net interest income 9 10 20

Risk provisions 5 – 5

Net commission income – 5 – – 5

Gains or losses on fair value measurement – 3 – 11 – 14

Gains or losses on hedge accounting – 7 – – 7

Gains or losses on financial investments – 13 – – 13

Administrative expenses – 25 2 – 23

Expenses for the bank levy and deposit  
guarantee scheme – 87 – – 87

Other income and expenses 117 6 123

Gains or losses on restructuring – 7 – – 7

Profit/loss before taxes – 16 7 – 9

Risk-weighted assets (RWAs) 2,757 – 2,757

Average economic/regulatory capital 378 315 694

Breakdown of the aggregated Central Areas & Others segment results and consolidation entries not allocated 

to the segments as at 30 June 2018
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Net interest income 18 11 29

Risk provisions 5 – 5

Net commission income – 4 – – 3

Gains or losses on fair value measurement – 2 – 11 – 13

Gains or losses on hedge accounting – 6 – – 6

Gains or losses on financial investments 1 – 1

Administrative expenses – 12 2 – 10

Expenses for the bank levy and deposit  
guarantee scheme – 61 – – 61

Other income and expenses 33 – 2 31

Gains or losses on restructuring 1 – 1

Profit/loss before taxes – 26 – – 26

Risk-weighted assets (RWAs) 2,833 – 2,833

Average economic/regulatory capital 352 1,083 1,435
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Notes on delimitation of segments

The Corporates & Mittelstand segment serves large German Mittelstand corporate customers, 

large German corporations and international companies. This includes DAX, MDAX and family- 

owned companies, as well as international companies in selected markets throughout the world. 

In addition, the Corporates & Mittelstand segment conducts the syndicated loan business 

together with the Bavarian savings banks for their corporate customers. The following core activi-

ties are located in this segment: traditional loan financing, including working capital, capex and 

trade financing, leasing and aircraft financing, support to German companies abroad, and project 

and export financing for customers worldwide with a focus on the infrastructure, energy and 

renewable energy sectors. It also offers its customers syndicated loans, some of which as lead 

manager, and plays a leading role in placing corporate bonds and Schuldschein note loans on the 

market in cooperation with the Financial Markets Business Area. 

The Real Estate & Savings Banks/Association segment incorporates business with commercial and 

residential real estate customers, the savings banks and the public sector. In addition, the legally 

dependent institution Bayerische Landesbodenkreditanstalt, Munich (BayernLabo) and consoli-

dated subsidiary Real I.S. AG Gesellschaft für Immobilien Assetmanagement, Munich (Real I.S.) are 

allocated to this segment. The Real Estate Division focuses on national and international long-

term commercial financing and business with residential construction companies and residential 

property developers. BayernLB offers commercial real estate customers a comprehensive range of 

services related to real estate financing. The Savings Banks & Association Division forms the 

 central hub for collaboration with savings banks and public-sector customers in Germany. Its 

activities include BayernLB’s business with savings banks in Germany, particularly Bavaria, and the 

state-subsidised loan business. The savings banks are a fundamental part of BayernLB’s business 

model as both customers and as sales partners. The division also serves state and municipal 

 customers and public agencies in Germany which BayernLB, as a partner, provides with a wide 

range of products and tailor-made solutions. In addition, the Savings Banks & Association Division 

offers a broad range of products and services in the foreign notes and coins and precious metals 

business as a market leader. BayernLabo is responsible for the non-competitive residential con-

struction and urban development business under public mandate on behalf of BayernLB. It also pro-

vides financing for local authorities in Bavaria. 

The Financial Markets segment comprises the business area of the same name and the consoli-

dated subsidiary BayernInvest Kapitalverwaltungsgesellschaft mbH, Munich (BayernInvest). 

The Financial Markets Business Area is assigned all trading and issuing activities, asset liability 

management and most of BayernLB’s business relationships with banks, insurance companies and 

other institutional customers. The Financial Markets segment also provides a range of capital 

market and Treasury products that are cross-sold to BayernLB’s Corporates, Mittelstand, Savings 

Banks and Real Estate customers. Market and default risks are hedged and solvency assured at all 

times through risk and liquidity management. 

The main component of the DKB segment is the business of the DKB sub-group. This segment also 

includes the consolidated subsidiary Bayern Card-Services GmbH – S-Finanzgruppe, Munich (BCS). 

In addition to providing online banking for its retail customers, DKB’s business activities also 

include the infrastructure and corporate banking markets. In these markets DKB specialises 
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largely in business with customers in promising sectors with long-term growth potential, such as 

residential property, healthcare, education and research, agriculture and renewable energy. BCS’s 

business activities are focused on credit card services.

The Central Areas & Others segment incorporates the earnings contributions from the Corporate 

Center, Financial Office, Operating Office, Risk Office and Others Central Areas. The segment also 

includes transactions that cannot be allocated to either a business area or a central area. The 

Consolidation column, disclosed with the segment on an aggregate basis, includes consolidation 

entries not allocated to any segment. These mainly arise from differences in the way intra-Group 

transactions are measured and the application of hedge accounting to cross-segment derivatives 

transactions.

Earnings from typical banking operations after risk provisions (net interest income, net commis-

sion income, gains or losses on fair value measurement, gains or losses on hedge accounting, 

gains or losses on derecognised financial assets, and gains or losses on financial investments) 

were EUR 1,024 million (30 June 2018: EUR 1,133 million), including EUR 17 million (30 June 2018: 

EUR 16 million) in Europe excluding Germany, and EUR 55 million (30 June 2018: EUR 24 million) 

in America. Of the risk-weighted assets (RWAs) in the amount of EUR 67,643 million (30 June 2018: 

EUR 64,368 million) recognised instead of non-current assets, EUR 278 million (30 June 2018: 

EUR 312 million) relate to Europe excluding Germany and EUR 2,132 million (30 June 2018: 

EUR 1,698 million) relate to America.
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Notes to the statement of comprehensive income

(5) Net interest income

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Interest income 2,967 3,289

• Interest income from financial instruments determined using the 

 effective interest method 1,903 1,875

– From lending and money market transactions 1,717 1,714

– From financial investments 121 99

– From the amortisation of significant and non-significant 

 modifications 1 1

– From negative interest 65 61

• Interest income – other 1,064 1,414

– From lending and money market transactions 33 33

– From financial investments 17 17

– From hedge accounting derivatives 255 316

– From derivatives in economic hedges 603 880

– From negative interest 156 168

Interest expenses – 2,097 – 2,409

• Interest expenses for financial instruments determined using the 

 effective interest method – 927 – 940

– For liabilities to banks and customers – 588 – 629

– For securitised liabilities – 226 – 192

– For subordinated capital – 46 – 45

– From the amortisation of significant and non-significant 

 modifications – 1 – 1

– Other interest expenses – 25 – 34

– From negative interest – 40 – 38

• Interest expenses – other – 1,170 – 1,470

– For liabilities to banks and customers – 65 – 67

– For securitised liabilities – 30 – 28

– For hedge accounting derivatives – 290 – 320

– For derivatives in economic hedges – 571 – 840

– Other interest expenses – 37 – 32

– From negative interest – 178 – 183

Total 870 879

Total interest income and expenses calculated under the effective interest rate method amounted 

to EUR 1,675 million (30 June 2018: EUR 1,675 million) for financial assets measured at amortised 

cost, EUR 121 million (30 June 2018: EUR 99 million) for financial assets mandatorily measured at 

fair value through other comprehensive income, and a charge of EUR 821 million (30 June 2018: 

charge of EUR 840 million) for financial liabilities not measured at fair value through profit or loss.
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(6) Risk provisions

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Income from risk provisions

• From the release of risk provisions for on and off-balance sheet 

 transactions

• From the write-up of purchased or originated credit-impaired financial 

assets

• From recoveries on written down receivables

482

418 

32 

31

523

483 

– 

40

Expenses for risk provisions

• From additions to risk provisions for on and off-balance sheet 

 transactions

• Modification expenses from non-significant modifications1

– 492

– 492

–

– 420

– 419

– 1

Total – 10 103

1 Not including modification gains or losses from modifications of contractually agreed cash flows of financial assets, the loss allowances for 

which are measured in the amount of the 12-month expected credit losses.

(7) Net commission income

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 20181

Commission income

• Securities business

• Credit business

• Payments

• Documentary business

• Credit card business

• Fund business

• Trust transactions

• Other

364 

36 

89 

19 

4

117

84

8

8

341 

28 

91 

16 

4 

112 

75

8 

6

Commission expenses

• Securities business

Broker fees

Credit business

Payments

Documentary business

Credit card business

Fund business

Other

– 223

– 21

– 5

– 33

– 34

– 2

– 87

– 36

– 4

– 209

– 19 

– 5 

– 30 

– 32 

– 2

– 85 

– 34 

– 1

Total 141 132

1 Adjusted as per IAS 8.14 et seqq. (see note 2).
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(8) Gains or losses on fair value measurement

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Net trading income

• Interest-related transactions

• Currency-related transactions

• Equity-related and index-related transactions and transactions with 

other risks 

• Credit derivatives

• Other financial transactions

• Refinancing of trading portfolios

• Trading-related commission

– 115

– 70

27

– 72

– 6

11

3

– 8

13

16

7

– 10

2

– 

4

– 6

Fair value gains or losses on debt instruments in the “financial assets 

mandatorily measured at fair value through profit or loss” category 

that are not held for trading 105 3

Fair value gains or losses from financial instruments in the “fair value 

option” category – 13 18

Total –23 35

(9) Gains or losses on hedge accounting

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Gains or losses on micro fair value hedges

• Measurement of hedged items

• Measurement of hedging instruments

– 2

– 189 

186

– 9

– 59

50

Gains or losses on portfolio fair value hedges

• Measurement of hedged items

• Amortisation of the portfolio hedge adjustment

• Measurement of hedging instruments

– 4

511

– 75

– 440

– 34

45

– 89

10

Total –7 – 44

(10) Gains or losses on derecognised financial assets

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Gains or losses on derecognised financial assets

• Gains on disposals

• Gains on significant modifications

5

2

3

5

1

5

Expenses for derecognised financial assets

• Expenses for significant modifications

– 2 

– 2

– 11 

– 11

Total 3 – 6

The amounts relate to financial assets in the “financial assets measured at amortised cost” category.
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(11) Gains or losses on financial investments

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Gains or losses on financial investments in the “financial assets 

 mandatorily measured at fair value through other comprehensive 

 income” category

• Income from financial investments

– gains on disposals

• Expenses from financial investments

– losses on disposals

49

53

53 

– 4

– 4

25

27

27 

– 1

– 1

Fair value gains or losses on equity instruments in the “financial assets 

mandatorily measured at fair value through profit or loss” category 

that are not held for trading 1 8

Total 50 33

(12) Administrative expenses

EUR million

1 Jan –  

30 Jun 2019 

1 Jan –  

30 Jun 2018

Staff costs

• Salaries and wages

• Social security contributions

• Expenses for pensions and other employee benefits

– 378

– 302

– 40

– 35

– 345

– 274

– 36

– 35

Other administrative expenses – 305 – 283

Expenses from the amortisation and depreciation of property,  

plant and equipment and intangible assets1 – 30 – 17

Total – 713 – 644

13) Expenses for the bank levy and deposit guarantee scheme

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Expenses for the bank levy – 56 – 52

Expenses for the deposit guarantee scheme – 63 – 38

Total – 119 – 90

(14) Other income and expenses

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Other income 162 105

Other expenses – 32 – 53

Total 130 52
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(15) Gains or losses on restructuring

EUR million

1 Jan –  

30 Jun 2019

1 Jan –  

30 Jun 2018

Income from restructuring measures 1 5

Expenses for restructuring measures – 8 – 3

Total – 7 2

Notes to the balance sheet

(16) Cash reserves

EUR million 30 Jun 2019 31 Dec 2018

Cash 45 428

Deposits with central banks 5,662 2,907

Debt instruments issued by public entities and bills of exchange eligible 

for refinancing with central banks 175 –

Total 5,881 3,335

(17) Loans and advances to banks

EUR million 30 Jun 2019 31 Dec 2018

Loans and advances to domestic banks 34,248 29,748

Loans and advances to foreign banks 10,136 6,862

Total 44,384 36,610

(18) Loans and advances to customers

EUR million 30 Jun 2019 31 Dec 2018

Loans and advances to domestic customers 116,082 113,820

Loans and advances to foreign customers 28,540 25,052

Total 144,622 138,872

(19) Risk provisions

EUR million 30 Jun 2019 31 Dec 2018

Loss allowances – Stage 1 85 96

Loss allowances – Stage 2 194 206

Loss allowances – Stage 3 686 721

Loss allowances – POCI 31 19

Loss allowances – simplified approach – –

Total 997 1,043
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Risk provisions comprise loss allowances for financial assets in the “financial assets measured 

at amortised cost” category which are recognised in the balance sheet line items “loans and 

advances to banks” and “loans and advances to customers”.

The loss allowances are broken down accordingly in the BayernLB Group as follows:

• Loss allowances measured in the amount of the 12-month expected credit losses (Stage 1)

• Loss allowances measured in the amount of the lifetime expected credit losses for financial 

assets for which the default risk has increased significantly since initial recognition but which 

are not credit-impaired financial assets (Stage 2)

• Loss allowances measured in the amount of the lifetime expected credit losses for financial 

assets that were credit-impaired as at the reporting date but which were not at the time of 

 purchase or origination (Stage 3)

• Loss allowances for purchased or originated credit-impaired financial assets (POCI)

• Loss allowances for trade receivables where the loss allowances are always measured in the 

amount of the lifetime expected credit losses (simplified approach)

Changes in loss allowances – Stage 1

 
EUR million

Loans and
advances to

banks

Loans and
advances to
customers Total

2019 2018 2019 2018 2019 2018

As at 1 Jan 3 3 93 72 96 76

Changes in the expected credit loss due to changes  
in the risk parameters – – – 5 – 8 – 5 – 8

Additions due to lending/purchases 1 3 13 30 15 34 

Releases due to disposals/redemptions/sales – – 3 – 12 – 17 – 12 – 19

Reclassifications to Stage 1 from Stage 2 – – 9 6 9 6

Reclassifications from Stage 1 to Stage 2 – 2 – 1 – 15 – 11 – 17 – 12 

Reclassifications from Stage 1 to Stage 3 – – – – 1 – – 1 

As at 30 Jun 3 3 83 71 85 75
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Changes in loss allowances – Stage 2

 
EUR million

Loans and
advances to

banks

Loans and
advances to
customers Total

2019 2018 2019 2018 2019 2018

As at 1 Jan 4 – 202 179 206 179

Currency-related changes – – 1 – 1 – 

Changes in the expected credit loss due to changes  
in the risk parameters – 1 1 58 46 57 47

Additions due to lending/purchases 3 – 14 11 16 11

Releases due to disposals/redemptions/sales – 4 – – 72 – 44 – 76 – 45

Reclassifications to Stage 2 from Stage 1 2 1 15 11 17 12

Reclassifications from Stage 2 to Stage 1 – – – 9 – 6 – 9 – 6

Reclassifications from Stage 2 to Stage 3 – – – 19 – 8 – 19 – 8

As at 30 Jun 4 2 191 188 194 190

Changes in loss allowances – Stage 3

 
EUR million

Loans and
advances to

banks

Loans and
advances to
customers Total

2019 2018 2019 2018 2019 2018

As at 1 Jan 2 – 719 842 721 842

Currency-related changes – – – 1 1 – 1 1 

Changes in the expected credit loss due to changes  
in the risk parameters 2 – 70 – 31 72 – 31

Additions due to lending/purchases – – 34 32 34 32 

Releases due to disposals/redemptions/sales – – – 57 – 79 – 57 – 79

Utilisation/writeoffs – – – 97 – 114 – 97 –  114

Unwinding – – – 8 –  8 – 8 –  8

Reclassifications to Stage 3 from Stage 1 – – – 1 – 1

Reclassifications to Stage 3 from Stage 2 – – 19 8 19 8

Transfers/other changes – – 2 8 2 8 

As at 30 Jun 4 – 682 661 686 661
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Changes in loss allowances – POCI

 
EUR million

Loans and 

advances

to customers Total

2019 2018 2019 2018

As at 1 Jan 19 27 19 27

Changes in the expected credit loss due to changes in the risk parameters 14 3 14 3

Additions due to lending/purchases 3 1 3 1 

Releases due to disposals/redemptions/sales – 4 – 2 – 4 – 2

Utilisation/writeoffs – 1 –  – 1 –  

Unwinding – –  1 – –  1

As at 30 Jun 31 27 31 27

The total volume of non-discounted expected credit losses as at first-time recognition of purchased 

or originated credit-impaired financial assets was EUR 39 million (31 December 2018: EUR 48 million) 

in the reporting year. All of these relate to loans and advances to customers.

The gross carrying amount of financial assets in the “financial assets measured at amortised cost” 

category which are recognised in the balance sheet line items “cash reserves”, “loans 

and advances to banks”, “loans and advances to customers” and “other assets” stood at 

EUR 193,804 million (31 December 2018: EUR 177,992 million) as at the reporting date and 

 comprised:

EUR million 30 Jun 2019 31 Dec 2018

Financial assets – Stage 1

• Cash reserves

• Loans and advances to banks

• Loans and advances to customers

149,990 

5,706 

32,797

111,486

139,446

3,335

24,884

111,227

Financial assets – Stage 2

• Loans and advances to banks

• Loans and advances to customers

42,004 

11,576

30,428

36,707

11,720

24,987

Financial assets – Stage 3

• Loans and advances to banks1

• Loans and advances to customers

1,440  

5

1,435

1,502

5

1,497

Financial assets – POCI

• Loans and advances to customers

340  

340

314

314

Trade receivables – simplified approach 31 23

Other assets 31 23

Total 193,804 177,992
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(20) Assets held for trading

EUR million 30 Jun 2019 31 Dec 2018

Bonds, notes and other fixed-income securities 3,753 2,085

Equities and other non-fixed income securities 598 398

Loans and advances 1,803 1,992

Positive fair values from derivative financial instruments  

(not hedge accounting) 9,752 7,860

Total 15,907 12,335

(21) Positive fair values from derivative financial instruments (hedge accounting)

EUR million 30 Jun 2019 31 Dec 2018

Positive fair values from micro fair value hedges 642 512

Total 642 512

(22) Financial investments

EUR million 30 Jun 2019 31 Dec 2018

Bonds, notes and other fixed-income securities 24,359 24,677

Equities and other non-fixed income securities 226 210

Investments 538 445

Other financial investments 136 134

Total 25,258 25,465

For the presentation of the loss allowances for financial investments in the “financial assets man-

datorily measured at fair value through other comprehensive income” category refer to note 35.

(23) Investment property

EUR million 30 Jun 2019 31 Dec 2018

Leased property 29 29

Total 29 29

(24) Property, plant and equipment

EUR million 30 Jun 2019 31 Dec 2018

Property 305 304

Furniture and office equipment 42 38

Rights-of-use assets from leases1 200 –

Total 548 342

1 No disclosure was made for financial year 2018 due to the modified retrospective application of IFRS 16
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(25) Intangible assets

EUR million 30 Jun 2019 31 Dec 2018

Internally generated intangible assets 38 37

Other intangible assets 56 48

Total 94 85

(26) Other assets

EUR million 30 Jun 2018 31 Dec 2017

Emissions certificates 1,215 1,742

Precious metals 467 365

Other assets 620 459

Total 2,302 2,565

(27) Liabilities to banks

EUR million 30 Jun 2019 31 Dec 2018

Liabilities to domestic banks 52,126 48,330

Liabilities to foreign banks 7,623 5,729

Total 59,749 54,060

Liabilities to banks by product

EUR million 30 Jun 2019 31 Dec 2018

Schuldschein note loans/issues

• Schuldschein note loans

• Registered public Pfandbriefs issued

• Mortgage Pfandbriefs issued

• Other registered securities

5,084

2,325

904

444

1,412

5,198

2,252

942

487

1,517

Book-entry liabilities

• Pass-through business/subsidised loans

• Overnight and time deposits

• Current account liabilities

• Securities repurchase transactions

• Other liabilities

54,665

33,283

12,124

4,503

3,609

1,145

48,862

32,454

8,211

4,416

2,601

1,180

Total 59,749 54,060

(28) Liabilities to customers

EUR million 30 Jun 2019 31 Dec 2018

Liabilities to domestic customers 92,515 83,777

Liabilities to foreign customers 10,496 9,702

Total 103,011 93,479
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Liabilities to customers by product

EUR million 30 Jun 2019 31 Dec 2018

Schuldschein note loans/issues

• Schuldschein note loans

• Registered public Pfandbriefs issued

• Mortgage Pfandbriefs issued

• Other registered securities

19,475

1,139

9,026

2,494

6,817

18,768

1,179

8,381

2,692

6,517

Book-entry liabilities

• Overnight and time deposits

• Current account liabilities

• Securities repurchase transactions

• Other liabilities

83,536 

47,228

35,017

198

1,092

74,711

39,336

33,062

18

2,295

Total 103,011 93,479

(29) Securitised liabilities

EUR million 30 Jun 2019 31 Dec 2018

Bonds and notes issued

• Mortgage Pfandbriefs

• Public Pfandbriefs

• Other bonds

39,637

5,396

13,289

20,952

36,271

4,265

12,536

19,470

Other securitised liabilities 6,510 9,197

Total 46,147 45,469

The reporting period saw bonds and notes (including money market securities) to the value 

of EUR 83,781 million issued and EUR 82,078 million repaid. Repurchases amounted to 

EUR 1,419 million.

(30) Liabilities held for trading

EUR million 30 Jun 2019 31 Dec 2018

Liabilities 2,832 1,421

Negative fair values from derivative financial instruments  

(not hedge accounting) 8,421 6,803

Total 11,253 8,225

(31) Negative fair values from derivative financial instruments (hedge accounting)

EUR million 30 Jun 2019 31 Dec 2018

Negative fair values from micro fair value hedges 887 718

Negative fair values from portfolio fair value hedges 51 48

Total 938 766
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(32) Provisions

EUR million 30 Jun 2019 1 Dec 2018

Provisions for pensions and similar obligations 4,144 3,777

Other provisions 

• Provisions for off-balance-sheet transactions

– loss allowances for financial guarantees/credit commitments  

as per IFRS 9

– provisions for other contingent liabilities/other commitments

• Restructuring provisions

• Miscellaneous provisions

547

156

100

56

148

244

475

129

102

28

159

187

Total 4,691 4,251

The loss allowances for financial guarantees and for revocable and irrevocable credit commit-

ments to which the impairment rules under IFRS 9 apply comprise (for the breakdown of the loss 

allowances see note 19):

Changes in loss allowances

EUR million 30 Jun 2019 30 Jun 2018

Loss allowances – Stage 1 23 25

Loss allowances – Stage 2 32 32

Loss allowances – Stage 3 34 36

Loss allowances – POCI 11 8

Total 100 102

Changes in loss allowances

 

EUR million

Stage 1 Stage 2 Stage 3 POCI Total

2019 2018 2019 2018 2019 2018 2019 2018 2019 2018

As at 1 Jan 25 20 32 19 36 41 8 – 102 80

Changes in the expected credit 

loss due to changes in the risk 

 parameters – 2 – 5 10 – 11 5 – 15 2 1 15 – 29

Additions due to lending 11 15 7 12 13 11 1 1 33 39 

Releases due to disposals – 10 – 10 – 18 – 4 – 19 – 6 – 1 – – 48 – 21

Unwinding – – – – – – 1 – – – –  1

Reclassifications to 

Stage 1 from Stage 2 3 1 – 3 – 1 – – – – – –

Reclassifications to 

Stage 2 from Stage 1 – 4 – 1 4 1 – – – – – –

Reclassifications to 

Stage 3 from Stage 2 – – – 1 – 1 – – – – –

Transfers/other changes – – – – – 1 –  6 – 6 – 1 – 

As at 30 Jun 23 20 32 17 34 25 11 7 100 69
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The exposure to financial guarantees and revocable and irrevocable credit commitments stood at 

EUR 55,352 million as at the reporting date (31 December 2018: EUR 54,459 million) and com-

prised:

EUR million 30 Jun 2019 31.12.2019

Financial guarantees/credit commitments – Stage 1 44,294 42,311

Financial guarantees/credit commitments – Stage 2 10,910 12,038

Financial guarantees/credit commitments – Stage 3 110 93

Financial guarantees/credit commitments – POCI 38 16

Total 55,352 54,459

(33) Other liabilities

EUR million 30 Jun 2019 31 Dec 2018

Lease liability from the right-of-use asset1 201 –

Tax liabilities 172 171

Outstanding invoices 81 59

Deferred income 21 22

Other liabilities 133 151

Other accruals 108 119

Total 715 522

1 No disclosure was made for financial year 2018 due to the modified retrospective application of IFRS 16.

(34) Subordinated capital

EUR million 30 Jun 2019 31 Dec 2018

Subordinated liabilities 1,665 1,449

Profit participation certificates (debt component) 390 430

Dated silent partner contributions (debt component) 26 46

Total 2,082 1,925
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(35) Equity

EUR million 30 Jun 2019 31 Dec 2018

Equity excluding non-controlling interests 11,418 11,237

• Subscribed capital 3,412 3,412

– statutory nominal capital 2,800 2,800

– capital contribution 612 612

• Compound instruments 21 21

– profit participation certificates (equity component) 19 19

– dated silent partner contributions (equity component) 2 2

• Capital surplus 2,182 2,182

• Retained earnings 5,326 5,442

– statutory reserve 1,268 1,268

– other retained earnings 4,058 4,175

• Revaluation surplus 182 4

• Foreign currency translation reserve 2 2

• Consolidated profit/loss 294 175

Non-controlling interests 13 18

Total 11,431 11,255

As they are compound financial instruments, dated silent partner contributions, including those 

that are callable by the lender, and profit participation certificates must be divided into their equity 

and debt components (split accounting). The equity component, being a residual claim for the 

purposes of IAS 32.11, is equivalent to the net present value of expected future distributions. As 

no half-yearly distributions were made, the size of the equity component corresponded to the 

value as at 31 December 2018. For a detailed description of the accounting methodology, see 

note 23 of the 2018 annual report.

Revaluation surplus

EUR million  30 Jun 2019 31 Dec 2018

Gains or losses on fair value measurement of financial assets in the 

“financial assets mandatorily measured at fair value through other  

comprehensive income” category 238 80

Loss allowances for financial assets in the “financial assets mandatorily  

measured at fair value through other comprehensive income” category 3 3

The rating-related change in the fair value of financial liabilities  

from the “fair value option” category recognised through other  

comprehensive income 27 – 71

Deferred taxes recognised through other comprehensive income – 86 – 8

Total 182 4
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The loss allowances for financial assets in the “financial assets mandatorily measured at fair value 

through other comprehensive income” category comprised (for the breakdown of the loss allow-

ances see note 19):

EUR million 30 Jun 2019 31 Dec 2018

Loss allowances – Stage 1 2 2

Loss allowances – Stage 2 – – 

Loss allowances – Stage 3 – – 

Loss allowances – POCI 1 1 

Total 3 3

There were no changes in loss allowances in the first half of 2019. Accordingly their volume as at 

30 June 2019 equated to the volume at the start of the year.

The gross carrying amount of financial assets in the “financial assets mandatorily measured at fair 

value through other comprehensive income” category was EUR 23,764 million (31 December 2018: 

EUR 24,265 million) as at the reporting date and comprised:

EUR million 30 Jun 2019 31 Dec 2018

Financial assets – Stage 1

• Cash reserves

• Financial investments

22,788

175

22,614

23,122

–

23,122

Finanzielle Vermögenswerte – Stage 2

• Financial investments

974 

974

1,141 

1,141

Financial assets – Stage 3 – –

Financial assets – POCI

• Loans and advances to customers

1

1

2

2

Total 23,764 24,265
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Notes to financial instruments

(36) Fair value of financial instruments

Fair value

Carrying

 amount Fair value

Carrying

 amount

EUR million  30 Jun 2019  30 Jun 2019 31 Dec 2018 31 Dec 2018

Assets

• Cash reserves

• Loans and advances to banks1

• Loans and advances to customers1

• Assets held for trading

• Positive fair values from derivative financial 

 instruments (hedge accounting)

• Financial investments

5,881

44,424

148,391

15,907

642

25,258

5,881

44,384

144,622

15,907

642

25,258

3,335

36,613

141,370

12,335

512

25,465

3,335

36,610

138,872

12,335

512

25,465

Liabilities

• Liabilities to banks

• Liabilities to customers

• Securitised liabilities

• Liabilities held for trading

• Negative fair values from derivative financial 

instruments (hedge accounting)

• Subordinated capital

61,156

105,379

46,897

11,253

938

2,178

59,749

103,011

46,147

11,253

938

2,082

55,073

95,174

45,873

8,225

766

2,098

54,060

93,479

45,469

8,225

766

1,925

1 Carrying amount not including deductions of loss allowances for loans and advances to banks of EUR 10 million (31 December 2018: EUR 9 

million) and loans and advances to customers of EUR 987 million (31 December 2018: EUR 1,033 million) in the “financial assets measured 

at amortised cost” category.
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(37) Financial instrument measurement categories

EUR million  30 Jun 2019 31 Dec 2018

Assets

• Financial assets measured at fair value through profit or loss
– financial assets mandatorily measured at fair value through  

profit or loss
loans and advances to customers
assets held for trading
financial investments

– fair value option
financial investments

• Financial assets measured at amortised cost
– cash reserves
– loans and advances to banks1

– loans and advances to customers1

• Financial assets measured at fair value through other  
comprehensive income
– financial assets mandatorily measured at fair value through 

other comprehensive income 
cash reserves
loans and advances to customers
financial investments

• Derivative financial instruments in hedging relationships  
(hedge accounting)
– positive fair values from derivative financial instruments  

(hedge accounting)

17,116

17,019
198

15,907
914

97
97

194,513
5,706

44,384
144,423

24,423

24,423
175

2
24,247

642

642

13,408

13,321
183

12,335
803

87
87

178,633
3,335

36,610
138,687

24,577

24,577
–
2

24,575

512

512

Liabilities

• Financial liabilities measured at fair value through profit or loss
– held-for-trading financial liabilities

liabilities held for trading
– fair value option

liabilities to banks
liabilities to customers
securitised liabilities

• Financial liabilities measured at amortised cost
– liabilities to banks
– liabilities to customers
– securitised liabilities
– subordinated capital

• Derivative financial instruments in hedging relationships  
(hedge accounting)
– negative fair values from derivative financial instruments  

(hedge accounting)

20,978
11,253
11,253

9,725
295

4,434
4,996

201,264
59,454
98,576
41,152

2,082

938

938

17,157
8,225
8,225
8,932

366
4,003
4,563

186,000
53,693
89,476
40,906

1,925

766

766

1 Not including deduction of loss allowances.

In addition, as at the reporting date there was a portfolio hedge adjustment asset of EUR 843 million 

(31 December 2018: EUR 407 million) for hedged items for which fair value hedge accounting in 

the form of portfolio hedges in the broader sense was used. This is assigned to the “financial 

assets measured at amortised cost” category.
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(38) Fair value hierarchy of financial instruments

The fair value hierarchy divides the inputs used to measure the fair value of financial instruments 

into three levels:

• Unadjusted quoted prices for identical financial instruments in active markets that the BayernLB 

Group can access at the measurement date (Level 1)

• Inputs not included within Level 1 that are observable either directly or indirectly, i.e. quoted 

prices for similar financial instruments in active markets, quoted prices in markets that are not 

active, other observable inputs that are not quoted prices, and market-corroborated inputs 

(Level 2)

• Unobservable inputs (Level 3)

Financial instruments measured at fair value by level

 
EUR million

Level 1 Level 2 Level 3 Total

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

Assets

• Cash reserves

• Loans and advances 

to customers

• Assets held for trading

• Positive fair values 

from derivative 

 financial  instruments 

(hedge accounting)

• Financial investments

175

– 

1,984

–

8,628

–

–

752

–

9,360

–

–

13,738

642

16,211

–

–

11,441

512

15,692

–

200

177

–

420

–

185

142

–

413

175

200

15,907

642

25,258

–

185

12,335

512

25,465

Total 10,787 10,112 30,591 27,646 796 740 42,181 38,497

Liabilities

• Liabilities to banks

• Liabilities to customers

• Securitised liabilities

• Liabilities held for 

 trading

• Negative fair values 

from derivative 

 financial instruments 

(hedge accounting)

–

–

317

1,450

– 

–

–

282

258

– 

295

4,434

4,548

9,802

938 

366

4,003

4,095

7,959

766 

 –

–

130

2

– 

–

–

186

8

– 

295

4,434

4,996

11,253

938 

366

4,003

4,563

8,225

766 

Total 1,768 539 20,016 17,189 132 195 21,916 17,923
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Fair values calculated on the basis of unobservable market data (Level 3) by risk type 

 

EUR million

Interest rate 

risks

Currency

risks

Equity and

other

price risks Credit risks Total

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

Assets

• Loans and advances  

to customers
• Assets held for trading
• Financial investments

200

178

26

185

137

26

–

–1

– 

– 

4

–  

–

–

394

–

–

387

–

–

–

–

1

–

200

177

420

185

142

413

Total 403 348 –1 4 394 387 – 1 796 740

Liabilities

• Securitised liabilities

• Liabilities held for trading
130

–

186

7

–

1

–

1

–

–

–

– 

–

–

–

–

130

2

186

8

Total 130 193 1 1 – – – – 132 195

Reclassifications between Levels 1 and 2

Reclassifications

EUR million

to Level 1 from Level 2 to Level 2 from Level 1

1 Jan – 30 Jun 

2019

1 Jan – 30 Jun 

2018

1 Jan – 30 Jun 

2019

1 Jan – 30 Jun 

2018

Assets

• Assets held for trading

• Financial investments

9

1,670

20

1,855

62

2,371

71

1,745

Total 1,679 1,875 2,433 1,816

Liabilities

• Securitised liabilities 

• Liabilities held for trading

195

17

233

9

115

12

301

66

Total 212 242 127 367

In the reporting period, financial instruments were reclassified between Level 1 and Level 2, as 

they are measured again/are no longer measured using prices quoted on active markets. The 

amounts reclassified were calculated on the basis of the fair value at the end of the reporting 

period.
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Changes in fair values calculated on the basis of unobservable market data (Level 3) – assets

 

EUR million

Loans and 

advances to 

customers

Liabilities held

for trading

Financial

investments Total

2019 2018 2019 2018 2019 2018 2019 2018

As at 1 Jan 185 174 142 130 413 486 740 789

Currency-related changes 2 1 – 2 10 – – – 11

Income and expenses  recognised in the income 

 statement 14 6 123 87 1 9 138 102

Purchases – – 1 – 13 3 14 3

Sales – – – 5 1 – 8 – 4 – 13 – 4

Settlements – 1 – – – – – – 1 –

Reclassifications to Level 3 from Levels 1 and 2 – – 8 15 – – 8 15

Reclassifications from Level 3 to Levels 1 and 2 – – – 116 – 58 – – – 116 – 58

Transfers/other changes – – 25 39 – – 25 39

As at 30 Jun 200 180 177 224 420 493 796 897

Income and expenses recognised in the income 

statement during the financial year for financial 

 instruments held at 30 Jun 25 13 126 154 1 9 152 176

Changes in fair values calculated on the basis of unobservable market data (Level 3) – liabilities

 

EUR million

Securitised liabilities

Liabilities held for 

 trading Total

2019 2018 2019 2018 2019 2018

As at 1 Jan 186 241 8 10 195 251

Currency-related changes 5 11 1 1 6 12

Income and expenses recognised  

in the income statement – 61 – 19 23 – 4 – 37 – 23

Reclassifications to Level 3 from Levels 1 and 2 – – – 2 – 2

Reclassifications from Level 3 to Levels 1 and 2 – – – 57 – 35 – 57 – 35

Transfers/other changes – – 25 39 25 39

As at 30 Jun 130 233 2 13 132 246

Income and expenses recognised in the income 

statement during the financial year for financial 

instruments held at 30 Jun – 3 – 5 23 – 3 20 – 8

The income and expenses recognised in the income statement are shown under net interest 

income, risk provisions, gains or losses on fair value measurement, gains or losses on hedge 

accounting and gains or losses on financial investments. Changes in the revaluation surplus are 

a component of other comprehensive income.

Non-observable inputs were assessed for materiality at the end of the reporting period based on 

their fair value. As a result financial instruments were reclassified to Level 3 from Levels 1 and 2 

and from Level 3 to Levels 1 and 2.
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The models used to calculate fair value must conform with accepted financial valuation methods 

and take account of all factors market participants would consider reasonable when setting a 

price. Within the BayernLB Group, the models used, including any major changes, are reported to 

the Board of Management for approval mainly by Group Risk Control and Group Development in 

the form of a separate resolution or as part of their regular reporting. All calculated fair values 

are subject to internal controls and are independently checked or validated by risk-control units 

and the units with responsibility for equity interests in accordance with the dual control principle. 

The procedures used for this are contained in the guidelines approved by the Board of Manage-

ment for the BayernLB Group. Fair values are reported on a regular basis to the management of 

the divisions concerned and to the Board of Management.

The fair values of credit transactions assigned to Level 3 of the fair value hierarchy are calculated 

on the basis of inputs that are not observable on the market. As at 30 June 2019, the sensitivity of 

these credit transactions to changes in key factors was:

• for a ten-basis point increase (decrease) in the measurement spread: 

EUR – 0.5 million (EUR + 0.5 million) (31 December 2018: EUR – 0.6 million (EUR + 0.6 million))

Other derivative financial instruments whose significant inputs for measuring fair value are not 

observable on the market are also allocated to Level 3 of the fair value hierarchy. As at 30 June 

2019, the sensitivity of these financial instruments to changes in key factors was:

• for a ten-basis point increase (decrease) in expected loss given default: EUR – 2.8 million 

(EUR +2.8 million) (31 December 2018: EUR – 2.0 million (EUR + 2.0 million))

• for a one notch improvement (deterioration) in the ratings: 

EUR + 1.0 million (EUR – 1.4 million) (31 December 2018: EUR + 1.7 million (EUR – 1.7 million))

In addition, receivables secured by real estate that were purchased on the non-performing loan 

market were allocated to Level 3 of the fair value hierarchy as there was no current market activ-

ity in these or similar loans and advances. As at 30 June 2019, the sensitivity of these real 

estate-secured receivables to changes in key factors was:

• for a 5-percentage point increase (decrease) in the realisable value:

EUR +0.1 million (EUR – 0.1 million) (31 December 2018: EUR + 0.1 million (EUR – 0.1 million))

• for a 6-month extension (reduction) in the realisation period: 

EUR ±0 million (EUR ± 0 million) (31 December 2018: EUR 0 million (EUR 0 million))

For the acquisition of its shares in Visa Europe Limited, London by Visa Inc., San Francisco on 

21 June 2016, the BayernLB Group received a payment in cash, the right to further payments in 

future, and preference shares in Visa Inc., San Francisco. The fair value of the preference shares 

is determined by the market price of Visa Inc. common stock and potential risks from litigation. 

A risk discount of about 50 percent was therefore used to calculate the fair value.  

As at 30 June 2019, the key sensitivity of this financial instrument to changes in key factors was:

• for a 10-percentage point upward (downward) movement in the subscription ratio: 

EUR +8.5 million (EUR – 8.5 million) (31 December 2018: EUR + 3.4 million (EUR – 3.4 million))
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As at 30 June 2019, the sensitivity of equity interests whose fair value is calculated using the Ger-

man income method (Ertragswertverfahren) to changes in key factors was: 

• for a 25-basis point upward (downward) movement in the base interest rate: 

EUR – 5.4 million (EUR +5.7 million) (31 December 2018: EUR – 5.1 million (EUR + 5.5 million))

• for a 25-basis point upward (downward) movement in the market risk premium: 

EUR – 4.2 million (EUR + 4.5 million) (31 December 2018: EUR – 4.0 million (EUR + 4.2 million))

The underlying base interest rate moved within a range of 0.35 – 0.85 percent (average: 0.6 per-

cent) (31 December 2018: 0.75 – 1.25 percent (average: 1.00 percent)), while the underlying mar-

ket risk premium moved within a range of 6.25 – 6.75 percent (average: 6.5 percent) (31 Decem-

ber 2018: 6.25 – 6.75 percent (average: 6.5 percent)).

(39) Derivatives transactions

The tables below show interest rate and foreign currency-related derivatives still open at the end 

of the reporting period and other forward transactions and credit derivatives. Most were con-

cluded to hedge fluctuations in interest rates, exchange rates or market prices or were trades for 

the account of customers.

 

EUR million

Nominal value

Positive   

market value

Negative   

market value

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

30 Jun 

2019

31 Dec 

2018

Interest rate risks 745,137 719,904 22,057 15,043 22,113 14,697

Currency risks 129,329 117,704 1,879 1,938 1,832 1,881

Equity and other price risks 9,132 5,235 590 565 790 804

Credit derivative risks 210 335 – 1 5 1

Total 883,808 843,178 24,526 17,548 24,741 17,383

of which:

Derivatives for trading purposes 650,220 623,740 16,967 12,788 16,855 12,426
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Supplementary disclosures

(40) Revenue from contracts with customers

EUR million

1 Jan – 30 Jun 

2019

1 Jan – 30 Jun 

2018

Commission income 359 327

• Securities business 36 28

• Credit business 84 78

• Payments 19 16

• Foreign commercial business 4 4

• Credit card business 117 112

• Fund business 84 75

• Trust transactions 8 8

• Other 7 6

Commission expenses – 187 – 178

• Securities business – 21 – 19

• Credit business – 5 – 4

• Payments – 34 – 32

• Foreign commercial business – 2 – 2

• Credit card business – 87 – 85

• Fund business – 36 – 34

• Other – 3 – 1

Total 171 150

In the reporting year, revenue from contracts with customers of EUR 17 million (30 June 2018: 

EUR 5 million) for various services, in particular IT and financial services, was recognised in other 

income and expenses. 

The segment report (see note 4) shows net commission income and other income and expenses 

for each business segment of the BayernLB Group. This is presented in each case as a net figure 

consisting of commission income, commission expenses, other income and other expenses, and 

includes the revenue recognised from contracts with customers in accordance with IFRS 15.

(41) Trust transactions

EUR million 30 Jun 2019 31 Dec 2018

Assets held in trust

• Loans and advances to banks

• Loans and advances to customers

4,997

14

4,982 

4,940

17

4,923

Liabilities held in trust

• Liabilities to banks

• Liabilities to customers

4,997

11

4,986 

4,940

11

4,929
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(42) Contingent assets, contingent liabilities and other commitments

EUR million 30 Jun 2019 31 Dec 2018

Contingent liabilities

• Liabilities from guarantees and indemnity agreements

• Other contingent liabilities

12,158

12,157

2

11,206

11,202

3

Other commitments

• Irrevocable credit commitments

25,940

25,940

26,324

26,324

Total 38,099 37,529

As at the reporting date there were also contingent assets from legal disputes where the Bank 

considers an inflow of economic benefits that cannot be reliably estimated at present to be probable.
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(43) Administrative bodies of BayernLB

Supervisory Board

Dr Wolf Schumacher

Chairman of the BayernLB Supervisory Board

Munich

Walter Strohmaier

Deputy Chairman of the BayernLB 

Supervisory Board

Chairman of the Board of Directors

Sparkasse Niederbayern-Mitte

Straubing

Jan-Christian Dreesen

Deputy Chairman of the Executive Board

FC Bayern München AG

Munich

Dr Roland Fleck

Managing Director

NürnbergMesse GmbH

Nuremberg

Dr Ute Geipel-Faber

Independent management consultant

Munich

Dr Kurt Gribl

Lord Mayor

Augsburg

Harald Hübner

Deputy Secretary

Bavarian State Ministry of Finance

and Regional Identity

Munich

Dr Thomas Langer

Under Secretary

Bavarian State Ministry of Economic Affairs,

Regional Development and Energy

Munich

Dr Jörg Schneider

since 1 June 2019

Member of the BayernLB Supervisory Board

Lawyer

Munich

Henning Sohn

Chairman of the General Staff Council

BayernLB

Munich

Judith Steiner

Under Secretary

Bavarian State Ministry of Finance

and Regional Identity

Munich

Stephan Winkelmeier

until 31 May 2019

Member of the BayernLB Supervisory Board

until 30 June 2019

Spokesman of the Executive Board

FMS Wertmanagement AöR

Munich
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Board of Management (including allocation of responsibilities as at 1 July 2019)

Stephan Winkelmeier

since 1 July 2019

CEO since 1 July 2019

Corporate Center

Deutsche Kreditbank Aktiengesellschaft

Dr Edgar Zoller

Deputy CEO

Interim management until 30 June 2019

Real Estate & Savings Banks/Association

Bayerische Landesbodenkreditanstalt1

Real I.S. AG Gesellschaft für Immobilien

Asset Management

Marcus Kramer

CRO

Risk Office

1 Dependent institution of the Bank.

Michael Bücker

Corporates & Mittelstand

Ralf Woitschig

Financial Markets

BayernInvest Kapitalverwaltungsgesellschaft mbH

Dr Markus Wiegelmann

CFO/COO

Financial Office

Operating Office
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(44) Related party disclosures

The BayernLB Group maintains business relationships with related parties. These include the Free 

State of Bavaria and the Association of Bavarian Savings Banks, Munich (SVB), whose indirect stakes 

in BayernLB are 75 percent and 25 percent respectively, non-consolidated subsidiaries, joint 

 ventures, associates, Versorgungskasse I BayernLB Gesellschaft mit beschränkter Haftung, Munich 

and Versorgungskasse II BayernLB Gesellschaft mit beschränkter Haftung, Munich. The members 

of BayernLB’s Board of Management and Supervisory Board and their close family members, and 

companies controlled by these parties or jointly controlled if these parties are members of their 

management bodies are also deemed related parties.

Relationships with the Free State of Bavaria

EUR million 30 Jun 2019 31 Dec 2018

Loans and advances 3,810 3,908

Assets held for trading 204 117

Financial investments 4 4

Liabilities 534 1,318

Securitised liabilities 15 15

Liabilities held for trading 13 14

Liabilities held in trust 4,727 4,662

Contingent liabilities 5 4

Other commitments 1 1,065

The following were material relationships with companies controlled by the Free State of Bavaria, 

or which it jointly controls or has significant influence over:

EUR million 30 Jun 2019 31 Dec 2018

Loans and advances to customers 469 300

Assets held for trading 319 155

Financial investments 30 30

Liabilities to banks 3,406 3,142

Liabilities to customers 93 48

Securitised liabilities 157 157

Other liabilities – 1

Assets held in trust 397 390

Contingent liabilities 6 6

Other commitments 55 221
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Relationships with the Association of Bavarian Savings Banks

EUR million 30 Jun 2019 31 Dec 2018

Liabilities  108 89

Other liabilities  3 – 

Relationships with investees

EUR million 30 Jun 2019 31 Dec 2018

Loans and advances to customers 159 159

Risk provisions 12 12

Financial investments 49 47

Other assets 3 1

Liabilities to customers 152 175

Provisions 11 13

Other liabilities – 1

Contingent liabilities 9 16

Other commitments 20 19

An expense of EUR 7 million (30 June 2018: EUR 1 million) was recognised for non-recoverable or 

doubtful receivables in the reporting period.

In the reporting period, capital contributions were made to unconsolidated entities, joint ven-

tures and associates in the amount of EUR 8 million (31 December 2018: EUR 3 million). These 

investees repaid capital in the amount of EUR 4 million (31 December 2018: EUR 5 million). 

Relationships with other related parties

EUR million 30 Jun 2019 31 Dec 2018

Liabilities to customers 22 26
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To the best of our knowledge and in accordance with the applicable accounting standards for 

half-yearly financial reporting, the consolidated half-yearly financial statements give a true and 

fair view of the financial position and financial performance of the Group, and the Group interim 

management report includes a true and fair view of the development and performance of the 

business and the position of the Group, together with a description of the principal opportunities 

and risks associated with the expected development of the Group in the remainder of the financial 

year.

Munich, 13 August 2018

Bayerische Landesbank 

The Board of Management

Dr Johannes-Jörg Riegler Dr Edgar Zoller Marcus Kramer

 Michael Bücker  Dr Markus Wiegelmann Ralf Woitschig

Responsibility statement by the  
Board of Management
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To Bayerische Landesbank, Munich

We have reviewed the condensed consolidated half-year financial statements – comprising the 

condensed statement of comprehensive income, statement of financial position, statement of 

changes in equity, condensed statement of cash flows, and selected explanatory notes – and the 

interim group management report of Bayerische Landesbank for the period from 1 January 2019 

to 30 June 2019 which are part of the half-year financial report pursuant to Article 115 WpHG 

(“Wertpapierhandelsgesetz”: German Securities Trading Act). The preparation of the condensed 

consolidated half-year financial statements in accordance with the International Financial Report-

ing Standards (IFRS) applicable to interim financial reporting as adopted by the EU and of the 

interim group management report in accordance with the provisions of the German Securities 

Trading Act applicable to interim group management reports is the responsibility of the parent 

company‘s Board of Managing Directors. Our responsibility is to issue a review report on the con-

densed consolidated half-year financial statements and on the interim group management report 

based on our review.

We conducted our review of the condensed consolidated half-year financial statements and the 

interim group management report in accordance with the German generally accepted standards 

for the review of financial statements promulgated by the Institut der Wirtschaftsprüfer (Institute 

of Public Auditors in Germany) (IDW) and additionally observed the International Standard on 

Review Engagements “Review of Interim Financial Information Performed by the Independent 

Auditor of the Entity” (ISRE 2410). Those standards require that we plan and perform the review 

so that we can preclude through critical evaluation, with moderate assurance, that the condensed 

consolidated half-year financial statements have not been prepared, in all material respects, in 

accordance with the IFRS applicable to interim financial reporting as adopted by the EU and that 

the interim group management report has not been prepared, in all material respects, in accord-

ance with the provisions of the German Securities Trading Act applicable to interim group man-

agement reports. A review is limited primarily to inquiries of company personnel and analytical 

procedures and therefore does not provide the assurance attainable in a financial statement 

audit. Since, in accordance with our engagement, we have not performed a financial statement 

audit, we cannot express an audit opinion.

Based on our review, no matters have come to our attention that cause us to presume that the 

condensed consolidated half-year financial statements have not been prepared, in all material 

respects, in accordance with the IFRS applicable to interim financial reporting as adopted by the 

EU nor that the interim group management report has not been prepared, in all material 

respects, in accordance with the provisions of the German Securities Trading Act applicable to 

interim group management reports.

Munich, den 12 August 2019

PricewaterhouseCoopers GmbH 

Wirtschaftsprüfungsgesellschaft

Sven Hauke Anne Witt 

Wirtschaftsprüfer Wirtschaftsprüferin

(German Public Auditor) (German Public Auditor)

Review Report
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Measures not calculated in accordance with IFRS

For its entire financial reporting and other documents it publishes, the BayernLB Group uses 

financial measures not calculated in accordance with accounting standards under IFRS. These 

measures indicate historical or future financial performance, financial position and cash flows 

derived from the financial statements or internal management information prepared in accord-

ance with the relevant accounting framework and then adjusted.

They should be seen as a supplement to and not a replacement of the figures calculated in 

accordance with IFRS. Readers of the financial reports and other documents containing these 

measures should be aware that similarly named financial measures published by other companies 

may have been calculated differently.

The BayernLB Group uses the following financial measures not calculated in accordance with IFRS:

• Return on equity (RoE)

• Cost/income ratio (CIR)

The RoE and CIR are important financial performance indicators. They provide information about 

profitability and are used by BayernLB to manage it.

Return on equity (RoE)

The RoE shown is calculated on the basis of internal management information from the ratio of 

profit before taxes to the average regulatory capital (Group)/the average allocated economic 

 capital (at segment level). At Group level, the average Common Equity Tier 1/CET1 capital available 

over the financial year is used for this purpose. For all management levels below this, the average 

economic capital employed in the financial year is derived from the average risk-weighted assets 

(RWAs) of the underlying individual transactions as specified by the regulatory authorities. The 

allocated amount corresponds to 14.0 percent (30 June 2018: 12.5 percent) of the average risk-

weighted assets specified by the regulatory authorities arising from the individual transactions 

entered into by the respective segment in the reporting period concerned. Economic capital is 

reconciled to regulatory capital in the column headed Central Areas/Other (including Consolidation).

Supplementary information
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RoE reconciliation calculation (as at 30 June 2019)

 
 
 
 
EUR million

Corporates & 
Mittelstand

Real Estate & 
Savings 
Banks/

Association
Financial 
Markets DKB

Central 
Areas/Other 

(including 
Consolida-

tion) Group

Profit/loss before taxes 57 105 15 147 – 9 315

Average risk-weighted assets (RWAs) 21,416 9,198 9,691 23,885 2,703 66,892

Target CET1 ratio (%) 14.0 14.0 14.0 14.0   

Average economic/ 
regulatory  capital 2,998 1,288 1,357 3,344 694 9,680

Return on equity (RoE) (%) 3.8 16.3 2.2 8.8 – 2.5 6.5

RoE reconciliation calculation (as at 30 June 2018)

 
 
 
 
EUR million

Corporates & 
Mittelstand

Real Estate & 
Savings 
Banks/

Association
Financial 
Markets DKB

Central 
Areas/Other 

(including 
Consolida-

tion) Group

Profit/loss before taxes 181 73 21 204 – 26 452

Average risk-weighted assets (RWAs) 19,938 7,963 8,167 24,455 2,816 63,339

Target CET1 ratio (%) 12.5 12.5 12.5 12.5   

Average economic/ 
regulatory  capital 2,492 995 1,021 3,057 1,435 9,000

Return on equity (RoE) (%) 14.6 14.6 4.0 13.3 – 3.6 10.0

Cost/income ratio (CIR)

The CIR is the ratio of administrative expenses and gross profit comprising net interest income, 

net commission income, gains or losses on fair value measurement, gains or losses on hedge 

accounting, gains or losses on derecognised financial assets, gains or losses on financial invest-

ments and other income and expenses. The CIR is calculated using the figures reported in the 

respective consolidated financial statements.
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CIR reconciliation calculation (as at 30 June 2019)

 
 
 
 
EUR million

Corporates & 
Mittelstand

Real Estate & 
Savings 
Banks/

Association
Financial 
Markets DKB

Central 
Areas/Other 

(including 
Consolida-

tion) Group

Administrative expenses – 152 – 140 – 111 – 288 – 23 – 713

Net interest income 132 140 99 480 20 870

Net commission income 52 65 26 2 – 5 141

Gains or losses on fair value 
 measurement 15 17 – 55 14 – 14 – 23

Gains or losses on hedge accounting – 2 3 – 4 – 7 – 7

Gains or losses on derecognised 
financial assets1 – – – 2 – 3

Gains or losses on financial 
 investments 1 2 48 11 – 13 50

Other income and expenses – 2 1 4 5 123 130

Gross earnings 199 227 126 508 104 1,164

Cost/income ratio (CIR) (%) 76. 2 61.6 87.9 56.6 22.0 61.2

1 For financial assets measured at amortised cost.

CIR reconciliation calculation (as at 30 June 2018)

 
 
 
 
EUR million

Corporates & 
Mittelstand

Real Estate & 
Savings 
Banks/

Association
Financial 
Markets DKB

Central 
Areas/Other 

(including 
Consolida-

tion) Group

Administrative expenses – 147 – 130 – 110 – 248 – 10 – 644

Net interest income 131 125 83 511 29 879

Net commission income 53 62 17 4 – 3 132

Gains or losses on fair value 
 measurement 19 18 4 7 – 13 35

Gains or losses on hedge accounting – – – 3 – 34 – 6 – 44

Gains or losses on derecognised 
financial assets1 – – – – 6 – – 6

Gains or losses on financial 
 investments – 2 25 6 1 33

Other income and expenses – – 1 7 16 31 52

Gross earnings 203 207 131 503 39 1,082

Cost/income ratio (CIR) (%) 72.4 62.7 83.9 49.2 26.1 59.5

1 For financial assets measured at amortised cost.
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