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I N T R O D U C T I O N

Eurobank Pr ivate Bank Luxembourg is  an autonomous bank incorporated under Luxembourg 
law and supervised by the Commission de Survei l lance du Secteur  F inancier  in  Luxembourg 
(CSSF) ,  the European Centra l  Bank (ECB)  and,  for  our  London Branch,  the Prudent ia l 
Regulat ion Author i ty  in  the United Kingdom (PRA) .  Throughout  2017 our  Bank’s  capi ta l 
adequacy and l iquid i ty  buffers remained very h igh,  wi th Basel  I I  so lvency rat io  at  45.17% 
and l iquid i ty  coverage rat io  of  652%, as of  the end of  2017.  Furthermore,  in  the context 
of  our  conservat ive r isk  approach,  interbank exposure to European per iphery was kept 
to  a  minimum. Our Bank’s  strong capita l ,  ample l iquid i ty  and operat ional  independence, 
combined with Luxembourg’s  AAA rat ing,  provide our  c l ients with the necessary peace of 
mind to pursue their  Pr ivate Banking and Wealth Management goals .  Whether  through our 
headquarters in  Luxembourg or  our  London branch,  our  h ighly exper ienced and dedicated 
teams offer  an array of  exc lus ive serv ices with transparency and discret ion.

Luxembourg

O u r  b a n k  i n  L u x e m b o u r g ,  w i t h  m o r e  t h a n  t h i r t y  y e a r s  i n  o p e r a t i o n ,  f o c u s e s  o n  p r i v a t e 
b a n k i n g ,  i n v e s t m e n t  f u n d  s e r v i c e s  a s  w e l l  a s  s e l e c t e d  c o r p o r a t e  b a n k i n g  s e r v i c e s . 
O u r  c o m p r e h e n s i v e  o f f e r i n g  e x t e n d s  b e y o n d  t r a d i t i o n a l  w e a l t h  m a n a g e m e n t  t o  w e a l t h 
s t ructur ing ,  a l ternat ive  investment  s t rateg ies ,  and f inanc ing  o f  var ious  types  o f  assets , 
f rom secur i t ies and funds to real  estate .  Recognis ing that  our  c l ients have d iverse needs 
and aspirat ions,  we take a h ighly personal ised approach in  developing indiv idual  so lut ions 
and foster ing long last ing re lat ionships of  t rust .

United Kingdom

Our London branch,  acquired three years ago,  br ings our  offer ing to the center  of  g lobal 
f inance.  Through our  UK presence,  we are addressing pr ivate c l ients with local  and 
internat ional  banking needs,  as wel l  as companies with internat ional  act iv i t ies .  From 
resident ia l  and commercia l  property lending to wealth management mandates,  our  London 
c l ients enjoy the same high level  of  indiv idual  attent ion that  our  Bank has been known for 
over  the years .

Overal l ,  Luxembourg’s  ranking as Eurozone’s  top pr ivate banking hub and second biggest 
center  for  investment funds wor ldwide,  combined with London’s  g lobal  reach a l low our 
c l ients to  benef i t  f rom an ever  expanding range of  possib i l i t ies ,  whi le  st i l l  enjoying the 
exc lus ive serv ice that  our  Bank excels  in .
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Mr.  François  RIES Chairman

Mr.  George A.  PROVOPOULOS Vice Chairman
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Mr.  V incenzo  LOMONACO Secretary to the Board  
and General Manager

Management

Mr.  Konstant inos  TSIVERIOTIS Managing Director ,  CEO

Mr.  V incenzo  LOMONACO  General  Manager
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Mr.  George  CALLIGAS Director
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A S  O F  3 1  M A R C H  2 0 1 8 D I R E C T O R S ’  
R E P O R T

T h e  e u r o  a r e a  a n d  E U  e c o n o m i e s , 
a c c o r d i n g  t o  r e c e n t  d a t a ,  a r e  b o t h 
estimated to have grown by 2.4% in 2017, 
the fastest  pace in  a  decade in  spite  of  the 
f lurr y of  geopol it ica l  changes and pol it ica l 
u p h e ava l .  T h e  US  p res id e nt ia l  t ra ns i t io n , 
d i f f i c u l t  E U - U K  n e g o t i a t i o n s  o n  B r e x i t , 
t h e  b a c k l a s h  a g a i n s t  g l o b a l i z a t i o n ,  t h e 
drumbeat  of  national ist  rhetor ic  worldwide 
a n d  g r o w i n g  u n c e r t a i n t y  a b o u t  s e c u r i t y 
i n  A s i a  d r i v e n  b y  t h e  a c t i o n s  o f  N o r t h 
Ko re a  we re  u n a b l e  to  d e nt  th e  e co n o m ic 
sentiment  of  the euro area . 

O n  t h e  L u x e m b o u r g  f r o n t ,  G D P  g r o w t h 
i s  e s t i m a t e d  t o  h a v e  r e a c h e d  3 . 4 %  i n 
2017,  up from 3.1% in  2016.  Af ter  a  wea k 
p e r fo r m a n c e  i n  t h e  f i r s t  q u a r t e r  o f  l a s t 
year,  economic activ ity  ga ined momentum 

i n  t h e  s e c o n d  a n d  t h i r d  q u a r t e r s .  T h e 
l a te s t  i n d i c a to r s  s u g g e s t  t h a t  t h is  t re n d 
l ikely  continued in  the f ina l  quar ter  of  the 
year. 

T h r o u g h o u t  2 017  o u r  B a n k ’ s  c a p i t a l 
a d e q u a c y  a n d  l iq u id i t y  b u f fe r s  re m a i n e d 
v e r y  h i g h ,  w i t h  B a s e l  I I I  s o l v e n c y  r a t i o 
a t  4 5 .17 %  a n d  l i q u i d i t y  b u f f e r s  a t  E U R 
0 .74  b n ,  a s  o f  t h e  e n d  o f  2 017.  T h e 
s t ro n g  f i n a n c ia l  p os i t i o n  of  o u r  B a n k ,  i t s 
co nser vat ive  r isk  p ostu re,  i t s  o p erat io n a l 
ind ep end ence a nd i ts  sta b le  a nd g rowin g 
c l ie nt  b a s e  h ave  ke pt  i t  r i n g -fe n ce d  f ro m 
l i n g e r i n g  r i s k s  i n  p e r i p h e r a l  E u ro p e  a n d 
b e y o n d .  W e  a r e  p l e a s e d  t o  p r e s e n t  o u r 
re p o r t  fo r  th e  ye a r  e n d i n g  D e ce m b er  31, 
2017.
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D I R E C T O R S ’  R E P O R T

2017 Global Overview

T h e  g l o b a l  e c o n o m y  c o m p l et e d  i t s  b e s t 
7- y e a r  g r o w t h  p e r f o r m a n c e  i n  2 017, 
a cce l erat in g  to  3 .7% f ro m 3. 2 % in  2016. 
M i r r o r i n g  r o b u s t  d o m e s t i c  d e m a n d  i n 
d e v e l o p e d  e c o n o m i e s  a n d  i m p r o v e d 
economic fundamenta ls  in  China and other 
l a r g e  e m e r g i n g  e c o n o m i e s ,  t h e  g l o b a l 
e x p a n s i o n  b e n e f i t t e d  f r o m  a  s i z e a b l e 
g l o b a l  i n v e s t m e n t  u p s w i n g ,  w h i c h  h a s 
s p u r re d  s t ro n g e r  m a n u fa c t u r i n g  a c t iv i t y 
across the g lobe.  Key factors  contr ibuting 
t o  t h e  g l o b a l  g r o w t h  p i c k u p  i n  2 017 
w e re  a  w i d e r  co m m o d i t i e s’  re b o u n d ,  t h e 
U S  s h a l e  o i l  p ro d u c t i o n  a n d  t h e  C h i n es e 
p r o p e r t y  m a r k e t .  I n  a d d i t i o n ,  g l o b a l 
m o n et a r y  p o l ic y  a n d  f i n a n c ia l  co n d i t io ns 
re m a in e d  re m a r ka b l y  a cco m m o d at ive,  a s 
core Centra l  Banks seemed determined to 
normal ize monetar y pol icy only gradual ly. 

U S  e c o n o m i c  g r o w t h  a c c e l e r a t e d  t o  a n 
a n n u a l  r a te  o f  2 . 3 %  i n  2 017,  f ro m  1. 5% 
i n  2 016 ,  e n j o y i n g  o n e  o f  t h e  l o n g e s t 
recover ies  o n  record .  T he  trend of  rob ust 
c o n s u m e r  s p e n d i n g  g r o w t h  h a s  b e e n 
h e l p e d  b y  i m p r o v i n g  l a b o u r  m a r k e t 
c o n d i t i o n s  a n d  s u p p o r t i v e  f i n a n c i a l 
c o n d i t i o n s ,  w h i l e  f a s t e r  g l o b a l  g r o w t h 
a n d  h ig h er  co m m od it y  p r ices  h ave  led  to 
increased f ixed investment by businesses. 
O n  t h e  f l i p s i d e ,  r e s i d e n t i a l  i n v e s t m e n t 
s l o w e d  s i g n i f i c a n t l y  i n  2 017,  m a r k i n g 
i t s  w e a k e s t  y e a r  o f  g r o w t h  s i n c e  2 011, 
w h i l e  n e t  e x p o r t s  r e m a i n e d  a  d r a g  o n 
overa l l  g row th  fo r  th e  fo u r th  co nse cut ive 
ye a r.  C o nt i n u i n g  t h e  n o r m a l iz a t i o n  o f  i t s 
ove r a l l  m o n et a r y  p o l i c y  s t a n c e ,  t h e  Fe d 
h iked rates three t imes in  2017 by 0.75% 
c u m u l at ive l y,  t a k i n g  th e  t a rg et  ra n g e  fo r 
t h e  f e d  f u n d s  r a t e  t o  1. 2 5 -1. 5 0 % ,  a n d 
b e g a n  i t s  l o n g - a w a i t e d  n o r m a l i z a t i o n 
o f  i t s  b a l a n c e  s h e et  i n  O c t o b e r.  O n  t h e 
f isc a l  f ro nt ,  US  g e n era l  b u d g et  d ef ic i t  a s 
a  p e rce nt  o f  G D P  is  p ro j e c te d  to  d e c l i n e 
s l i g h t l y  t o  - 4 . 3 %  f r o m  a  4 - y e a r  h i g h  o f 
-4 .4% in 2016,  accord ing to October 2017 
IM F data .   

E u r o  a r e a  e c o n o m i c  g r o w t h  s u r p a s s e d 
i n i t i a l  e x p e c t a t i o n s ,  r i s i n g  b y  a  d e c a d e 
h i g h  2 . 5 %  i n  2 017,  f r o m  1. 8 %  i n  2 016 . 
P r i v a t e  c o n s u m p t i o n  b e n e f i t t e d  f r o m 

i m p rov i n g  l a b o u r  m a r ket  c o n d i t i o n s  a n d 
t h e  a s s o c i a t e d  i n c r e a s e  i n  c o n s u m e r 
s e nt i m e nt .  I nve s t m e nt  p i c ke d  u p  t h a n k s 
t o  f a v o u r a b l e  m o n e t a r y  a n d  f i n a n c i a l 
c o n d i t i o n s  a n d  s t r e n g t h e n i n g  g l o b a l 
g r o w t h .  D e s p i t e  c o n t i n u i n g  e c o n o m i c 
r e c o v e r y ,  p r i c e  p r e s s u r e s  w e r e  w e l l 
co nt a i n e d  ref l e c t i n g  m ute d  wa g e  g row th , 
m a i n l y  h e l d  b a c k  b y  t h e  s i g n i f i c a n t 
d e g ree  of  remain in g  la b ou r  ma r ket  s la ck . 
M ost l y  a f fe c te d  by  h i g h e r  e n e rg y  p r ices , 
h e a d l i n e  H I C P  r e a c h e d  a  f i v e - y e a r  h i g h 
of  1.5%YoY,  st i l l  b e low the  ECB ’s  inf lat io n 
target ,  whi le  core inf lation rose at  a  slower 
p a c e ,  a v e r a g i n g  1. 0 %YoY.  I n  t e r m s  o f 
m o n et a r y  p o l i c y,  t h e  EC B  a n n o u n c e d  o n 
26  O c to b e r  2 017  a  f u r t h e r  ex te n s i o n  o f 
i t s  a s s e t  p u r c h a s e  p r o g r a m m e  b y  n i n e 
months to  Septemb er  2018.  Fur thermore, 
i t  d e c i d e d  t o  c u t  m o n t h l y  p u r c h a s e s  b y 
h a l f  t o  E U R 3 0 b n  a s  o f  J a n u a r y  2 018 , 
c i t i n g  p o s i t i v e  g r o w t h  m o m e n t u m  a n d 
g r o w i n g  c o n f i d e n c e  i n  t h e  i n f l a t i o n 
outlook .  Main ly  thanks to strong economic 
g row th ,  the  head l ine  g overn m ent  b a la nce 
i s  p r o j e c t e d  t o  i m p r o v e  i n  t h e  m a j o r i t y 
o f  e u r o  a r e a  m e m b e r  s t a t e s  w i t h  t h e 
g e n e r a l  g ove r n m e nt  d ef i c i t  to  G D P  r a t i o 
fa l l ing close to 1.0%, the lowest  in  the last 
decade,  from 1.5% in 2016. 

G r e e c e ’ s  r e a l  G D P  g r o w t h  f o r  2 017  i s 
expected at  1.4% from - 0.2% in 2016.  The 
unemployment rate in  November 2017 was 
20.9%, based on ELSTAT data ,  from 23.4% 
in December 2016.  For  F Y 2017,  accord ing 
t o  E u r o p e a n  C o m m i s s i o n ’s  2 018  W i n t e r 
Fo r e c a s t ,  u n e m p l o y m e n t  i s  ex p e c t e d  a t 
21. 8 % ,  s i g n i f i c a n t l y  l o w e r  t h a n  i t s  p e a k 
of  27.5% in  2013.  Accord in g  to  th e  2018 
Budget ,  the pr imar y f isca l  ba lance for  2017 
is  ex pec ted at  2 .4 4% from 3.77% of  G D P 
i n  2016 ,  o u t p e r fo r m i n g  P ro g ra m  t a rg et s 
fo r  b ot h  ye a r s  ( b y  0 . 5 0 %  a n d  1.75%  o f 
GD P in  2016 a nd 2017,  respectively).  The 
co n clusio n  of  th e  seco n d pro g ra m rev iew 
and the continuation of  the publ ic  sector ’s 
a r r e a r s  c l e a r a n c e  c o n t r i b u t e d  t o  t h e 
s i g n i f i c a nt  re d u c t i o n  o f  u n ce r t a i n t y,  a n d 
l e d  to  a  s e r i e s  o f  c re d i t  ra t i n g  u p g ra d e s 
a n d  t h e  s u cce ss f u l  i ss u a n ce  o f  a  5 -ye a r 
bond . 

For  Luxembourg ,  the latest  data  sug g ests 
that  the th ird quar ter ’s  stronger economic 
p e r f o r m a n c e  w a s  s u s t a i n e d  i n  t h e  f i n a l 
q u a r te r  o f  2 017  a n d  L u xe m b o u r g ’s  G D P 
g r o w t h  i s  e s t i m a t e d  t o  h a v e  r e a c h e d 

3.4% in  2017,  u p  f ro m 3.1% in  2016.   A s 
o f   O c t o b e r,  a n n u a l  g r o w t h  i n  i n d u s t r i a l 
output  soared ,  and reta i l  sa les contracted 
a t  a  s i g n i f i c a n t l y  s o f t e r  p a c e  c o m p a r e d 
t o  t h e  p r e v i o u s  12  m o n t h s .  S l o w i n g 
i n f l a t i o n  b o oste d  co n su m e r s’  p u rc h a s i n g 
p o w e r ,  l i k e l y  t r a n s l a t i n g  i n t o  a  p i c k -
u p  i n  p r i v a t e  c o n s u m p t i o n .  M o r e o v e r, 
eco n o mic  sent im ent  in  the  four th  q ua r ter 
w a s  o n  a v e r a g e  s l i g h t l y  m o r e  u p b e a t 
t h a n  i n  t h e  t h i r d  q u a r t e r  w i t h  O c t o b e r 
marking a  17-year  h ig h .  F ina l ly,  the latest 
EC B  p r o j e c t i o n s  i n d i c a t e  L u x e m b o u r g ’ s 
inf lation rate was 1.5% in 2017,  compared 
to 1.6% in 2016.

Key Financials

Review of  f inancial  statements 2017

a)	 Balance Sheet
T h e B a n k ’s  tota l  assets  at  yea r-end 2017 
decreased by 13% compared to 2016 and 
amounted to EU R 2 335.8 mn.  This  can be 
ex p l a i n e d  by  t h e  d e c re a s e  o f  Lo a n s  a n d 
adva nces to  cred it  inst i tut ions  by  28% to 
E U R  639.7  m n ,  v is -à -v is  E U R  8 8 4 . 4  m n , 
as  a  resu lt  of  the  d eposits’  d ecrease.  The 
Lo a ns  a n d  a d va n ces  to  c u sto m e r s  w h ic h 
re p re s e nt  t h e  6 4%  of  Tot a l  A ss et s  h ave 
b e e n  a l s o  d e c re a s e d  by  7 %  f ro m  E U R  1 
613.9  m n  i n  2016  to  E U R  1  5 0 5 .1  m n  i n 
2017.

C u s t o m e r  d e p o s i t s  a t  y e a r- e n d  2 017 
d e c r e a s e d  b y  14 %  c o m p a r e d  t o  2 016 , 
from EU R 1 289.5 mn to EU R 1 102.5 mn.  

T he  tota l  ca p ita l  b ase  sta nds  at  EU R 267 
mil l ion (a l l  T ier  1)

b)	 Income Statement
T h e  B a n k ’ s  n e t  p r o f i t  a f t e r  t a x a t i o n  f o r 
the  f inanc ia l  year  2017 increase by  13% 
compared  to  2016 and amounted  to  EUR 
1 3 . 4  m n .  T h e  m a i n  i t e m  c o n t r i b u t i n g 
t o  t h i s  b e t t e r  p e r f o r m a n c e  i s  t h e  N e t 
C o m m i s s i o n  i n c o m e  w h i c h  h a s  i n c r e a s e d 
b y  2 7 %  f r o m  E U R  6 . 4  m n  i n  2 0 1 6  t o 
E U R  8 . 1  m n  i n  2 0 1 7 .  I n  a d d i t i o n  t h e  N e t 
I n t e r e s t  I n c o m e  h a s  s l i g h t l y  i n c r e a s e d 
b y  2 %  c o m p a r e d  t o  2 0 1 6  a n d  a m o u n t e d 
t o  E U R  2 5 . 1  m n  w h e r e a s  t h e  O t h e r 
Admin is t ra t ive  Expenses  have  decreased 
by 8% and amounted to EUR 6.8 mn.

Distribution of Profits: 

T h e  B o a r d  o f  D i r e c t o r s  p r o p o s e s  t h a t 
the  2017 annua l  accounts  are  approved , 
and that  the  Tota l  Net  Prof i t  ava i lab le  for 
d istr ibut ion be appropr iated as fo l lows:

Profit for the financial 
year 31/12/2017 EUR 13,402,301

Profit brought forward EUR 157,508,573

Total net profit available 
for distribution EUR 170,910,874

Allocation to Legal 
Reserve EUR -

Allocation from Special 
Reserve EUR -1,127,489

Profit carried forward EUR 172,038,363

Risk Management  
Overview

T h e  B o a r d  o f  D i r e c t o r s  c o n s i d e r s  R i s k 
M a n a g e m e n t  a s  a n  i n t e g r a l  p a r t  o f  t h e 
B a n k ’ s  3 - l i n e s - o f  d e f e n c e  M o d e l  t h a t 
e n s u r e s  s o u n d  a n d  p r u d e n t  b u s i n e s s 
ma na g ement ,  includ in g the  r isks  in herent 
in  them:

•• T h e  1s t  l i n e  o f  d e f e n c e  c o n s i s t s  o f 
t h e  B u s i n e s s  U n i t s  ( P r i va te  B a n k i n g , 
Co r p o rate,  Fu n d s ,  Tre a su r y)  th at  t a ke 
o r  a c q u i r e  r i s k s  u n d e r  p r e d e f i n e d 
co ntro ls  a n d  l i m i t s ,  a n d  c a r r y  o u t  th e 
f i r s t  l eve l  o f  co nt ro ls  a s  d e s c r i b e d  i n 
their  respective procedures.

•• T h e  2 n d  l i n e  o f  d e f e n c e  i s  f o r m e d 
b y  t h e  S u p p o r t  Fu n c t i o n s  ( F i n a n c e /
A c c o u n t i n g ,  I T ,  B a c k  O f f i c e ,  L o a n s 
A d m i n i s t r a t i o n ) ,  a n d  t h e  C o n t r o l 
Fu n c t i o n s  ( R i s k ,  C o m p l i a n c e )  w h i c h 
exercise independent  controls .

•• T h e  3 r d  l i n e  o f  d e f e n c e  c o n s i s t s  o f 
t h e  I n t e r n a l  A u d i t  F u n c t i o n ,  w h i c h 
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i n d e p e n d e n t l y ,  o b j e c t i v e l y  a n d 
c r i t i c a l l y  rev i ews  t h e  f u n c t i o n s  of  t h e 
f i rst  2 l ines of  defence.

The a im is  to  ensure that  a l l  r isks assumed 
i n  t h e  c o n t e x t  o f  t h e  B a n k ’ s  b u s i n e s s 
a re  re c o g n ize d  i n s t a nt a n e o u s l y  a n d  a re 
properly  managed .  We achieve th is  by fu l ly 
i n t e g r a t i n g  r i s k  m a n a g e m e n t  i n t o  d a i l y 
b u s i n e s s  a c t i v i t i e s  a n d  d e v e l o p i n g  o u r 
b u s i n ess  co ns is te nt l y  w i th  a  d ef i n e d  r is k 
a ppetite,  a l lowing us to  achieve susta ined 
growth in  a  control led environment . 

T h e  s t ra te g y  of  th e  B a n k  is  b a s e d  o n  i t s 
core activ it ies:  Pr ivate Banking ,  Investment 
Fu n d  Ad m i n i s t r a t i o n  b u s i n e s s ,  Tr e a s u r y 
a n d  G e n e r a l  B a n k i n g  ( C o r p o r a t e  L o a n 
r e f e r r a l s ,  S h i p p i n g  L o a n s  a n d  L o n d o n 
B ra nch).  O ur  Ba n k continu ously  id enti f ies 
t h e  r i s k s  i n h e r e n t  i n  i t s  o p e r a t i o n s  a n d 
has adopted processes for  how they are to 
be managed .  

T h e  r i s k  p r o c e s s  a l s o  p r o v i d e s  a  c l e a r 
d e s c r i p t i o n  o f  t h e  B a n k ’ s  r i s k  p r o f i l e , 
which ser ves as  the basis  for  the  interna l 
c a p i t a l  a d e q u a c y  a s s e s s m e n t  p r o c e s s . 
T h i s  p r o c e s s ,  i n  t u r n ,  i s  a n  e v a l u a t i o n 
b a s e d  o n  c a p i t a l  n e e d e d  to  s u p p o r t  t h e 
B a n k ’ s  o v e r a l l  r i s k  l e v e l  a n d  b u s i n e s s 
strategy.  The a im is  to  ensure ef f icient  use 
o f  c a p i t a l  a n d  a t  t h e  s a m e  t i m e  e n s u r e 
t h a t  t h e  B a n k ,  e v e n  i n  a d v e r s e  m a r k e t 
c o n d i t i o n s ,  w i l l  m e et  t h e  m i n i m u m  l e g a l 
capita l  requirement .

T h e  s y s te m  fo r  m e a s u re m e nt  o f  r i s k s  i s 
a n  e s s e n t i a l  p a r t  o f  r i s k  m a n a g e m e n t . 
Market  r isks are quantif ied by using Value-
a t- R i s k  ( Va R )  c o m p l e m e n t e d  b y  v a r i o u s 
types of  sensit iv ity  measures.  Credit  r isks 
a re  q ua nt i f ied  th rou g h th e  interna l  rat in g 
syste m  in  co m b in at io n  w i th  a ssessm e nts 
b a s e d  o n  l o c a l  c o m p e t e n c e .  T h e  B a n k , 
i n  d i re c t  co m p l ia n ce  w i th  G ro u p  p o l ic ies , 
h a s  a d o p t e d  a n  I F R S  9  I m p a i r m e n t 
m e t h o d o l o g y ,  w h i c h  w i l l  a p p l y  a s  o f 
01/ 01/18 ,  a n d  w i l l  b e  u s e d  t o  c a l c u l a t e 
the E xpected Credit  Loss of  its  exposures, 
and respective Provisions ,  on an on-g oing 
b a s is .   A s  a l l  r is k s ,  o p e rat i o n a l  r is k s  a re 
ev a l u a t e d  o n  t h e  b a s i s  o f  t h e  l i ke l i h o o d 
th at  a n  eve nt  w i l l  o ccu r  a n d  th e  f in a n cia l 
consequence of  such an event . 

The Ba n k ’s  r isk  a ppetite  is  d etermined by 

t h e  B o a rd  o f  D i re c to r s  w h i c h  a i m s  fo r  a 
b a l a n ce  b et we e n  r is k /retu r n  a n d  c a p i t a l . 
T h e  r i s k  a p p e t i t e  c a n  b e  d e s c r i b e d  i n 
ter ms of  a  n u m b er  of  overa l l  s t atem ents . 
T h e s e  s t a t e m e n t s  a p p l i e d  a n d  w e r e 
honoured ,  under a l l  situations in  2017 and 
i n  p a r t i c u l a r  t o  b o t h ,  r i s k  a n d  b u s i n e s s 
posit ioning of  the Bank .

The Bank has adopted a R isk Management 
F r a m e w o r k  t h a t  c o m p l i e s  w i t h  t h e 
p r o v i s i o n s  o f  C i r c u l a r  C S S F  12 / 5 5 2 ,  a s 
a m e n d e d ,  o n  “ C e n t r a l  a d m i n i s t r a t i o n , 
internal  governance and r isk  management”.

T h e  B a n k  i s  a  m e m b e r  o f  t h e  E u r o b a n k 
Gro u p,  a n d  to  that  ef fec t  a l l  sp eci f ic  R isk 
P o l i c ies  m u st  a b id e  by  l o c a l  re g u l a t io ns , 
b e  a p p r ove d  b y  t h e  B o a rd  o f  D i r e c t o r s , 
but  a lso be compl iant  with  Group Pol icies .  
As  such ,  a nd in  ord er  to  assist  the  B oa rd 
of  D i rec tors  in  a p provin g  th e  B a n k ’s  r isk-
taking and associated capita l  assessment , 
th e  C a p i t a l ,  R is k  a n d  L iq u id i t y  P o l i c y,  a s 
wel l  as Credit  approval  l imits  and accepted 
c o l l a t e r a l ,  m u s t  f i r s t  b e  r a t i f i e d  b y  t h e 
G r o u p  a n d  t h e n  a p p r ove d  b y  t h e  B o a r d 
of  D irectors .   M oreover,  the Interna l  Aud it 
o f  t h e  B a n k  is  d e l e g a te d  to  G ro u p  Au d i t 
a n d  th e  Ch ief  I nter n a l  Au d itor  is  a  sen ior 
member of  Group Audit .

T h e  d e g r e e  o f  c o n t r o l  a n d  i n f l u e n c e 
e x e r c i s e d  b y  t h e  h e a d q u a r t e r  a n d  t h e 
g ro u p,  fo r m a l l y  o r  in fo r m a l l y,  is  ef fe c t ive 
in  identif y ing and mitigating r isks ,  as there 
a re  re g u l a r  c o n t ro l s  o f  a l l  o f  t h e  B a n k ’s 
a c t i v i t i e s  ( i n c l u d i n g  R i s k  M a n a g e m e n t , 
Com pl ia nce,  F ina nce,  Investment  Strateg y 
a n d  P r o d u c t s ) .  G r o u p  s t a n d a r d s  a r e 
i m p l e m e n t e d  a n d  u s e d  i n  a l l  o f  t h e 
activ it ies ( includ ing products and ser vices) 
of  the Bank .

T h e  R is k  M a n a g e m e nt  of  th e  B a n k  is  th e 
r e s p o n s i b i l i t y  o f  t h e  C h i e f  R i s k  O f f i c e r 
(C R O ) ,  w h o  i s  a i d e d  i n  t h i s  f u n c t i o n  b y 
a  d e d i c a t e d  R i s k  D e p a r t m e n t .  T h e  R i s k 
D e p a r tm e nt  re p o r t s  to  th e  C R O,  a n d  h a s 
a  d i rec t  rep or t in g  l in e  to  Grou p R isk .  T h e 
r e m u n e r a t i o n  o f  t h e  D e p a r t m e n t ’s  s t a f f 
i s  n o t  l i n k e d  t o  t h e  p e r f o r m a n c e  o f  t h e 
a c t i v i t i e s  m o n i to re d  a n d  c o nt ro l l e d .  T h e 
B a n k ’s  r is k  m a n a g e m e nt  f u n c t io n  cove r s 
t h e  m e a s u r e s  fo r  e a r l y  i d e n t i f i c a t i o n  o f 
r isk ,  r isk  co ntro l  a n d  r isk  m o nitor in g  with 
regard to banking r isks .

The Bank has in  p lace a contingency plan , 
w h e r e  a l l  s t r a t e g i e s  a n d  a c t i o n s  a r e  i n 
p lace in  order  to  be able to  respond to any 
ex tre m e  a d verse  sce n a r io  co m in g  f ro m  a 
f ina ncia l  tu rm oi l  a nd  Eu ro p ea n Sovereig n 
debt  cr isis .

Global Economic 
Outlook for 2018

G l o b a l  e c o n o m i c  r e c o v e r y  i s  s e t  t o 
c o n t i n u e  i n  2 018 ,  w i t h  r e a l  G D P  g r o w t h 
g a in in g  fu r th er  m o m entu m to  3 .9 % ,  f ro m 
3 .7 %  i n  2 017,  s u p p o r t e d  b y  b r o a d l y 
a cco m m o d at ive  m o n et a r y  p o l i c i e s ,  m o re 
e x p a n s i o n a r y  f i s c a l  p o l i c y  i n  a  n u m b e r 
o f  d e v e l o p e d  e c o n o m i e s ,  c o n t i n u i n g 
s t ro n g  co nsu m e r  s p e n d i n g  a n d  a  f u r th e r 
acceleration in  g lobal  trade.  Global  growth 
i s  n o t  o n l y  e x p e c t e d  t o  g a i n  f u r t h e r 
m o m e n t u m  b u t  a l s o  t o  b r o a d e n  a c r o s s 
a d v a n c e d  a n d  e m e r g i n g  e c o n o m i e s , 
except  for  China ,  where structura l  reforms 
a re  s et  to  l e a d  to  a  m o d e rate  s l owd ow n . 
I n  a d va n c e d  e c o n o m i e s ,  t h e  ove r h a u l  o f 
th e  US  t a x  co d e  w i l l  l i ke l y  b o ost  US  G D P 
g r o w t h ,  w h i l e  t h e  E u r o zo n e  i s  ex p e c t e d 
t o  c o n t i n u e  g r o w i n g  a b o v e  p o t e n t i a l  o n 
t h e  b a c k  o f  a  s u p p o r t i v e  m o n et a r y  a n d 
f isc a l  m ix  w i th  so l id  g l o b a l  d e m a n d l i ke ly 
of fset t ing currency appreciation . 

I n  t h e  U S ,  re a l  G D P  g r o w t h  i s  p r o j e c t e d 
to  accelerate  to  2.6% in  2018,  from 2.3% 
in  2017,  with  the overhaul  of  the tax  cod e 
ex p e c t i n g  to  a d d  a b o u t  0 . 5 b p  to  ove r a l l 
G D P  g r o w t h .  T h e  p a c e  o f  c o n s u m p t i o n 
g r o w t h  m a y  d e c e l e r a t e  s o m e w h a t 
a m i d  w e a k e r  e m p l o y m e n t  g a i n s  a n d 
h i g h e r  i n f l a t i o n .  N eve r t h e l e s s ,  b u s i n e s s 
f i x e d  i n v e s t m e n t  i s  l i k e l y  t o  a c c e l e r a t e 
s i g n i f i c a n t l y ,  a s  t h e  e n e r g y - r e l a t e d 
reb ou nd in  2017 is  g rad ua l ly  rep la ced by 
a temporar y boost  from capex-fr iendly tax 
changes.  Net  trade is  expected to continue 
b e i n g  a  d r a g  o n  g r o w t h  a s  s t r o n g e r 
projected business equipment  investment 
w i l l  l i k e l y  l e a d  t o  a  w i d e r  t r a d e  d e f i c i t , 
g iven that  equipment spending is  the most 
i m p o r t - i n t e n s i v e  p a r t  o f  f i n a l  d e m a n d . 
A  m o re  p rote c t i o n is t  s t a n ce  i n  U S  t r a d e 
pol icy that  could weigh on g lobal  trade and 
cross-bord er  investment  f lows constitutes 

o n e  o f  t h e  b i g g e s t  r i s k s  i n  2 018 .  W i t h 
b a l a n c e - s h e e t  n o r m a l i z a t i o n  u n d e r w a y, 
the interest  rate h ike cycle in  2018 wil l  be 
largely dependent  on the underlying trend 
rate  of  in f la t io n ,  w i th  at  l e a st  th re e  m o re 
h i k e s  l i k e l y  c o m i n g  i n  t h e  M a r c h ,  J u n e , 
S e p t e m b e r  o r  D e c e m b e r  m e e t i n g s  t h a t 
a re  a cco m p a n ie d  w i th  u p d ate d  e co n o m ic 
p ro j e c t i o n s  a n d  a  p re ss  co nfe re n ce  w i t h 
the FOMC Chairman.

B r o a d - b a s e d  e c o n o m i c  r e c o v e r y  i n  t h e 
e u r o  a r e a  i s  e x p e c t e d  t o  c o n t i n u e  i n 
2 018 ,  w i t h  r e a l  G D P  g r o w i n g  b y  2 . 5 % , 
t h e  s a m e  ra te  o f  c h a n g e  a s  i n  2017  a n d 
a b o v e  p o t e n t i a l  f o r  t h e  s e c o n d  y e a r  i n 
a  r o w .  D o m e s t i c  d e m a n d  w i l l  p r o b a b l y 
remain  a  key  g row th  d r iver,  su p p or ted  by 
continuing employment gains and growing 
h o u s e h o l d  w e a l t h .  B u s i n e s s  i nv e s t m e n t 
s h o u l d  c o n t i n u e  t o  s t r e n g t h e n  o n  t h e 
b a c k  o f  f a vo u r a b l e  f i n a n c i n g  c o n d i t i o n s 
a n d  r i s i n g  c o r p o r a t e  p r o f i t a b i l i t y,  w h i l e 
sol id  g lobal  growth should provide a  g ood 
b u f fe r  a g a i n s t  F X- re l a te d  h e a d w i n d s .  A s 
the euro area recover y continues,  headl ine 
H ICP is  expected to  p ick  up to  1.7%YoY in 
2 018 ,  f ro m  1. 5%YoY  i n  2 017,  re m a i n i n g 
t h o u g h  b e l o w  t h e  EC B ’s  i n f l a t i o n  t a r g et 
for  th e  f i f th  co nsecut ive  yea r.  I n  terms of 
m o n et a r y  p o l i c y,  th e  EC B  h a s  co m m it te d 
to continue its  asset  purchase programme 
a t  l e a s t  u nt i l  S e pte m b e r  2 018  a n d  ke e p 
i n t e r e s t  r a t e s  s t a b l e  “ w e l l  p a s t ”  t h e 
h o r izo n  o f  t h e  p ro g ra m m e.  A p a r t  f ro m  a 
possib le  breakdown in  Brexit  negotiations , 
d o w n s i d e  r i s k s  o n  t h e  e u r o  a re a  m a i n l y 
stem from the March 4 genera l  e lection in 
I t a l y,  o n e  o f  t h e  m o s t  s e n s i t i ve  b i g  e u ro 
area economies ,  currently  facing slug g ish 
e c o n o m i c  g r o w t h ,  b a n k i n g  s y s t e m 
chal lenges and high publ ic  debt .

F o r  2 018 ,  G r e e c e ’ s  r e a l  G D P  g r o w t h 
m a r k e t  c o n s e n s u s  i s  c u r r e n t l y  a t  2 .1% . 
U n e m p l oy m e nt  i s  ex p e c te d  a t  2 0 . 4%  a s 
p e r  t h e  E u r o p e a n  C o m m i s s i o n ’ s  2 018 
W i n t e r  Fo r e c a s t .  Ac c o rd i n g  t o  t h e  2 018 
Budget ,  the 2018 primar y f isca l  ba lance is 
expected at  3.82% of  GD P against  a  target 
o f  3 . 5 0 %  o f  G D P  i n  t h e  T h i rd  E c o n o m i c 
A d j u s t m e n t  P r o g r a m .  T h e  s u c c e s s f u l 
c o n c l u s i o n  o f  t h e  t h i r d  p r o g r a m  r e v i e w 
i n  2018  p aves  th e  way  fo r  a n  a g re e m e nt 
o n  d ebt  re l ief  m easu res  a n d  o n  th e  p ost-
p r o g r a m m e  r e l a t i o n  o f  G r e e c e  w i t h  i t s 
of f icia l  cred itors by July 2018.
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Lu xe m b o u rg ’s  e co n o m ic  g row t h  is  s et  to 
accelerate  in  2018 on the back of   robust 
e x p o r t s  p e r f o r m a n c e   a n d  r e c o v e r i n g 
d omestic  d ema nd .  Pr ivate  consum ption is 
projected to continue growing moderately, 
main ly  suppor ted by stronger employment 
f o r  r e s i d e n t s  a n d  s o m e  i n c o m e  g a i n s 
f rom the  wa g e ind exat ion  ex pec ted in  the 
f i r s t  h a l f  o f  2 018 .  H o w e v e r,  h o u s e h o l d 
h i g h  i n d e b t e d n e s s  m i g h t  b e  a f f e c t i n g 
c o n s u m p t i o n  g r o w t h .  C o n s t r u c t i o n 
i nve st m e nt  is  s et  to  co nt i n u e  i n c re a s i n g 
s t r o n g l y,  s u s t a i n e d  b y  g r o w i n g  p r i v a t e 
b u i l d i n g  a n d  l a r g e  p u b l i c  i n f r a s t r u c t u r e 
p roj e c ts .  T h e  ex ter n a l  se c to r  is  ex p e c ted 
t o  r e m a i n  s o l i d ,  a i d e d  b y  a n  i m p r o v e d 
e x t e r n a l  e n v i r o n m e n t ,  e s p e c i a l l y  i n  t h e 
euro area .  Overa l l ,  GD P is  forecast  to  grow 
by 3.9% in 2018 and STATEC mainta ins its 
inf lation forecast  at  1.4% for  2018.

Business Outlook 2018

Eurobank group is  act ive in  f ive countr ies , 
w i t h  t o t a l  a s s e t s  o f  € 6 0  b i l l i o n  a n d 
o v e r  1 3 , 0 0 0  e m p l o y e e s ,  o f f e r i n g  a 
comprehensive range of  f inancia l  products 
a n d  s e r v i c e s  t o  i t s  r e t a i l  a n d  c o r p o r a t e 
c u s t o m e r s .  E u r o b a n k  i s  o n e  o f  t h e  f o u r 
s y s t e m i c  b a n k s  i n  G r e e c e  a n d  h a s  a 
r e g i o n a l  p r e s e n c e  i n  B u l g a r i a ,  S e r b i a , 
Cyprus,  Luxembourg and London.

I n  2 0 1 7 ,  E u r o b a n k  s t r e n g t h e n e d  i t s 
ba lance sheet  and improved i ts  operat ing 
p e r f o r m a n c e :  T h e  c a p i t a l  r a t i o s  w e r e  u p , 
c l i e n t  d e p o s i t s  i n c r e a s e d ,  E u r o s y s t e m 
f u n d i n g  d e c r e a s e d ,  t h e  s t o c k  o f  n o n -
performing exposures (NPEs)  was reduced 
according to  the rev ised p lan agreed wi th 
the Supervisor  and prof i ts  were generated. 
F o r  2 0 1 8 ,  E u r o b a n k  g r o u p  a i m s  t o 
cont inue execut ing i ts  NPE reduct ion p lan 
a n d  s t r e n g t h e n i n g  f u r t h e r  i t s  f i n a n c i a l 
posi t ion. 

Luxembourg is  the premier  pr ivate banking 
c e n t r e  i n  t h e  E u r o z o n e  a n d  t h e  s e c o n d 
l a r g e s t  f u n d  c e n t r e  i n  t h e  w o r l d .  T h e 
success of  the f inancia l  centre is  founded 
o n  t h e  s o c i a l  a n d  p o l i t i c a l  s t a b i l i t y  o f 
t h e  G r a n d  D u c h y ,  i t s  A A A  r a t i n g  a n d  o n 
a  modern  lega l  and regu latory  f ramework 
t h a t  i s  c o n t i n u o u s l y  u p d a t e d ,  i n s p i r e d 

b y  r e g u l a r  c o n s u l t a t i o n  b e t w e e n  t h e 
government ,  the legis lator  and the pr ivate 
s e c t o r .  T h i s  l e g a l  f r a m e w o r k ,  c o m b i n e d 
wi th  Luxembourg ’s  openness to  the wor ld 
a n d  s t r a t e g i c  l o c a t i o n ,  h a s  a t t r a c t e d 
internat ional  banks,  insurance companies, 
investment  fund promoters  and specia l is t 
serv ice providers .

T h e  L u x e m b o u r g  f i n a n c i a l  c e n t r e  i s 
c h a r a c t e r i s e d  b y  a  s t r o n g  c u l t u r e  o f 
i n v e s t o r  p r o t e c t i o n  a n d  r i g o r o u s  a n t i 
m o n e y - l a u n d e r i n g  p o l i c i e s .  I t s  s p e c i a l i s t 
t e a m s  a r e  m u l t i l i n g u a l  a n d  m u l t i c u l t u r a l , 
w i th  a  long t radi t ion of  f inancia l  expert ise 
and  ex tens ive  knowledge  o f  the  needs  o f 
an internat ional  c l iente le .  The Luxembourg 
f inancia l  centre is  an ideal  hub for  pr ivate 
and inst i tut ional  investors f rom al l  over  the 
w o r l d .  A s  c o n f i r m e d  b y  t h e  l a t e s t  G l o b a l 
F i n a n c i a l  C e n t r e s  I n d e x  ( G F C I  2 2 ) ,  o n c e 
a g a i n  L u x e m b o u r g  i s  o n e  o f  t h e  l e a d i n g 
f inanc ia l  cent res  in  the  EU ,  together  w i th 
L o n d o n  a n d  F r a n k f u r t .  C l i m b i n g  b y  f o u r 
p l a c e s ,  L u x e m b o u r g  n o w  r a n k s  1 4 t h  o u t 
o f  9 2  g l o b a l  f i n a n c i a l  c e n t r e s ,  o v e r a l l . 
F u r t h e r m o r e ,  t h e  L u x e m b o u r g  f i n a n c i a l 
c e n t r e  s c o r e s  p a r t i c u l a r l y  w e l l  i n  t h e 
indust ry  sub- ind ices  ‘Human Cap i ta l ’  and 
‘Government  & Regu latory ’ ,  rank ing  10th 
and 5th ,  respect ive ly .  Categor ised as one 
o f  t w o  ‘ G l o b a l  S p e c i a l i s t s ’ ,  L u x e m b o u r g 
i s  a lso  one  o f  on ly  two  European  cent res 
l i k e l y  t o  b e c o m e  m o r e  s i g n i f i c a n t  i n  t h e 
future.  ‘G lobal  specia l ists ’  are centres with 
a  s p e c i a l  d e p t h  i n  t h e  i n d u s t r y  s e c t o r s 
o f  i n v e s t m e n t  m a n a g e m e n t ,  b a n k i n g , 
i n s u r a n c e ,  p r o f e s s i o n a l  s e r v i c e s ,  a n d 
government  and regu la tory .  I t  i s  in  these 
areas of  specia l izat ion that  our  Bank a lso 
engages in .

O n  t h e  o t h e r  h a n d ,  t h e  n e x t  t w o  y e a r s 
w i l l  b e  c h a l l e n g i n g  f o r  t h e  U K ,  a s  B r e x i t 
negot iat ions and implementat ion wi l l  have 
a  s i g n i f i c a n t  i m p a c t  o n  t h e  c o u n t r y  a n d 
e s p e c i a l l y  L o n d o n  a s  a  g l o b a l  f i n a n c i a l 
c e n t e r .  T h i s  i s  e x p e c t e d  t o  a f f e c t  o u r 
London Branch’s   act iv i ty  ,  present ing both 
c h a l l e n g e s ,  i n  t e r m s  o f  o p e r a t i n g  u n d e r 
a  d u a l  r e g u l a t o r y  r e g i m e  ( P R A  a n d  S S M ) 
a n d  c o n t i n u i n g  t o  f i n a n c e  i n v e s t m e n t s 
i n  t h e  U K  r e a l  e s t a t e  s e c t o r ,  b u t  a l s o 
o p p o r t u n i t i e s ,  a s  t h e  U K  m a y  b e c o m e  a n 
attract ive  non-EU jur isdict ion for  some of 
our  c l ients .

O v e r a l l ,  o u r  B a n k  i s  e n t e r i n g  2 0 1 8 
mainta in ing a strong posi t ion.  In  part icu lar :

1 . 	 Our  Bank,  an autonomous organizat ion 
i n c o r p o r a t e d  u n d e r  L u x e m b o u r g  l a w 
and regulated by the European Centra l 
B a n k  ( E C B )  a n d  t h e  “ C o m m i s s i o n  d e 
S u r v e i l l a n c e  d u  S e c t e u r  F i n a n c i e r ” 
( C S S F ) ,  i s  a r m o u r e d  w i t h  a n 
e x c e p t i o n a l l y  s t r o n g  c a p i t a l  p o s i t i o n , 
ample excess l iquid i ty ,  a  se l f -suf f ic ient 
operat ing  mode l  and  an  asset  book  o f 
EUR 2.3bn. 

2. 	 T h r o u g h  o u r  t h i r t y  y e a r s  p l u s 
e x p e r i e n c e  a n d  a  f o c u s e d  b u s i n e s s 
m o d e l ,  w e  o f f e r  a  c o m p r e h e n s i v e 
r a n g e  o f  w o r l d  c l a s s  p r o d u c t s  a n d 
p e r s o n a l i z e d  s e r v i c e s  i n  P r i v a t e 
B a n k i n g ,  W e a l t h  S t r u c t u r i n g 
a n d  M a n a g e m e n t ,  a n d  F u n d s 
A d m i n i s t r a t i o n ,  a s  w e l l  a s  s e l e c t e d 
corporate banking serv ices 

3. 	 W i t h  l o c a t i o n s  i n  L u x e m b o u r g  a n d 
L o n d o n ,  a n d  p r e s e n c e  i n  G r e e c e ,  o u r 
B a n k  i s  p o s i t i o n e d  t o  c o v e r  c l i e n t s  i n 
a  w i d e  g e o g r a p h i c a l  a r e a ,  e s p e c i a l l y 
i n  S o u t h e a s t  E u r o p e  a n d  t h e  U K . 
Luxembourg ’s  s t rength  as  Eurozone ’s 
top  Pr iva te  Bank ing  cent re ,  combined 
wi th  London ’s  g loba l  reach ,  a f ford  our 
c l i e n t s  a c c e s s  t o  a n  e s p e c i a l l y  b r o a d 
realm of  possib i l i t ies .

W h i l e  i n c r e a s e d  r e g u l a t i o n ,  d i m i n i s h i n g 
m a r g i n s  a n d  n e g a t i v e  E U R  i n t e r e s t  r a t e s 
r e m a i n  k e y  c h a l l e n g e s  f o r  m o s t  b a n k s  i n 
E u r o p e ,  o u r  p l a n  f o r  2 0 1 8  b u i l d s  o n  o u r 
part icu lar  strengths and n iche advantages 
t o  g r o w  o u r  b u s i n e s s  a n d  p r o f i t a b i l i t y , 
whi le  making our  Bank even stronger .  More 
s p e c i f i c a l l y ,  o u r  e f f o r t s  f o r  t h e  c u r r e n t 
year  wi l l  focus in  s ix  main d irect ions:

i . 	 W e  i n t e n d  t o  a t t r a c t  m o r e  c l i e n t s 
a n d  f u n d s  u n d e r  m a n a g e m e n t 
t h r o u g h  o u r  e x c l u s i v e  a n d 
i n n o v a t i v e  o f f e r i n g ,  o u r  b r o a d 
g e o g r a p h i c a l  f o o t p r i n t  a n d  o u r 
expanding re lat ionship  and referra l 
n e t w o r k .  O u r  W e a l t h  M a n a g e m e n t 
s e r v i c e s  w i l l  b e  f u r t h e r  e n h a n c e d 
w i t h  m o r e  c h o i c e s  i n  I n v e s t m e n t 
A d v i s o r y  u n d e r  M i F I D  | | ,  w h i l e  o u r 
Pr ivate  Bank ing  c l ients  w i l l  benef i t 

f rom a  revamped of fer ing  f rom our 
Fami ly  Off ice uni t .

i i . 	 L e n d i n g  w i l l  a l s o  r e m a i n  a  k e y 
a r e a  o f  g r o w t h ,  w h e r e  b e s p o k e 
i n v e s t m e n t  a n d  r e a l  e s t a t e  l o a n s 
in  pr ivate  and commerc ia l  bank ing , 
a s  w e l l  a s  s e l e c t e d  s h i p p i n g  l o a n s 
wi l l  deepen our  c l ient  re lat ionships 
a n d  i n c r e a s e  a n d  d i v e r s i f y  o u r 
asset  prof i tabi l i ty .  As in  past  years , 
c o n s e r v a t i v e  c o l l a t e r a l  s t a n d a r d s 
w i l l  b e  a p p l i e d  t h r o u g h o u t  t h i s 
act iv i ty ,  whi le  speci f ic  Risk Appet i te 
m e t r i c s ,  p e r  B u s i n e s s  a r e a ,  h a v e 
been set  in  our  Risk Pol icy .

i i i . 	 O u r  n e w  d i g i t a l  p l a t f o r m  w i l l  b e 
deployed and promoted throughout 
t h e  y e a r ,  i m p r o v i n g  t h e  o v e r a l l 
s e r v i c e  a n d  c o m m u n i c a t i o n 
e x p e r i e n c e  f o r  o u r  c l i e n t s .  O n  t h e 
b a n k  s i d e ,  t h e s e  i n i t i a t i v e s  w i l l 
a l l o w  f o r  f u r t h e r  s t r e a m l i n i n g  a n d 
automat ion of  our  operat ions.

iv . 	 W e  w i l l  c o n t i n u e  i m p r o v i n g  o u r 
o p e r a t i o n a l  e f f i c i e n c y  a n d  r e d u c e 
t h e  B a n k ’ s  c o s t s  t h r o u g h  p r o c e s s 
a u t o m a t i o n s ,  s y s t e m s  i n t e g r a t i o n 
a n d  o p t i m i z a t i o n  o f  o u r  p r e m i s e s . 
W e  w i l l  f u l l y  m i g r a t e  t o  a  s i n g l e 
c o r e  b a n k i n g  s y s t e m  w i t h i n  t h e 
y e a r ,  c o m p l e t i n g  t h e  o p e r a t i o n a l 
i n t e g r a t i o n  o f  o u r  L o n d o n  B r a n c h . 
T h e  e x p a n s i o n  o f  o u r  A t h e n s 
p r e m i s e s  w i l l  a l s o  b e  c o m p l e t e d 
e a r l y  i n  t h e  y e a r .  F u r t h e r m o r e , 
w i t h  t h e  p u r c h a s e  o f  o u r  o w n 
b u i l d i n g  i n  L u x e m b o u r g  e a r l y  i n 
2018,  the process of  re locat ing our 
Luxembourg operat ions has started 
with the goal  of  housing most  of  our 
headquarters in  the new bui ld ing by 
the end of  the year .  The complet ion 
o f  t h e s e  i n i t i a t i v e s ,  t o g e t h e r  w i t h 
last  year ’s  re locat ion of  our  London 
Branch,  wi l l  fu l ly  address our  needs 
i n  o u r  t h r e e  l o c a t i o n s  a n d  s u p p o r t 
the Bank’s  undisrupted growth.

v . 	 W e  w i l l  f o l l o w  t h r o u g h  w i t h  o u r 
p lans for  a  smooth transi t ion of  our 
L o n d o n  B r a n c h  t o  t h e  p o s t - B r e x i t 
e r a .  W e  a r e  i n  c o n t i n u o u s  c o n t a c t 
w i t h  o u r  E U  a n d  U K  r e g u l a t o r s 
a n d  p l a n  t o  a p p l y  f o r  a n  i n c o m i n g 
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D I R E C T O R S ’  R E P O R T

branch l icence in  the UK in  the f i rst 
hal f  of  the year .

v i . 	 F i n a l l y ,  w e  w i l l  c o n t i n u e  w i t h  t h e 
d i l i g e n t  i m p l e m e n t a t i o n  o f  t h e 
r e g u l a t o r y  c h a n g e s  b e c o m i n g 
e f f e c t i v e  t h r o u g h o u t  2 0 1 8 ,  w h i l e 
thoroughly  address ing the i r  impact 
o n  o u r  b u s i n e s s ,  s y s t e m s  a n d 
operat ions.

O n  b e h a l f  o f  t h e  B o a r d  o f  D i r e c t o r s ,  w e 
w o u l d  l i k e  t o  e x p r e s s  t o  o u r  c u s t o m e r s 
o u r  d e e p  a p p r e c i a t i o n  f o r  t h e i r  l o y a l t y 
t o  t h e  B a n k  a n d  t o  t h e  m a n a g e m e n t 
a n d  p e r s o n n e l  o u r  g r a t i t u d e  f o r  t h e i r 
enthusiasm,  consistency and dedicat ion.

5 March 2018

Konstant inos Tsiver iot is
CEO & Managing Director

 François Ries
Chairman
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A U D I T  R E P O R T

To the Board of  Directors of  Eurobank Pr ivate Bank Luxembourg S.A.

Report on the audit of 
the annual accounts

Our opinion

I n  o u r  o p in io n ,  th e  a cco m p a ny in g  a n n u a l 
a cco u nt s  g ive  a  t r u e  a n d  fa i r  v iew  of  th e 
f i n a n c i a l  p o s i t i o n  o f  E u r o b a n k  P r i v a t e 
B a n k  L u x e m b o u r g  S . A .  ( t h e  B a n k )  a s  a t 
31   D e ce m b er   2017,  a n d  of  th e  resu l ts  of 
i t s  o p erat io ns  fo r  th e  ye a r  th e n  e n d ed  in 
a c c o r d a n c e  w i t h  L u x e m b o u r g  l e g a l  a n d 
r e g u l a t o r y  r e q u i r e m e n t s  r e l a t i n g  t o  t h e 
preparation and presentation of  the annual 
accounts .

What we have audited

The Bank’s  annual  accounts comprise:

• 	 The ba la nce sheet  as  at  31 D ecem b er 
2017;

• 	 T h e  p r o f i t  a n d  l o s s  a c c o u n t  f o r  t h e 
year  then ended;  and

• 	 T h e  n o t e s  t o  t h e  a n n u a l  a c c o u n t s , 
which include a summar y of  signif icant 
accounting pol icies .

Basis for opinion

We conducted our  audit  in  accordance with 
the EU Regulation No 537/2014,  the Law of 
23 July 2016 on the audit  profession (Law 
o f  2 3   J u l y   2 016)  a n d  w i t h  I n t e r n a t i o n a l 
St a n d a rd s  o n  Au d it in g  ( ISA s)  as  a d o pte d 
f o r  L u x e m b o u r g  b y  t h e  “ C o m m i s s i o n 
d e  S u r v e i l l a n c e  d u  S e c t e u r  F i n a n c i e r ” 
(C SS F ).  O u r  re s p o n s i b i l i t i e s  u n d e r  t h o s e 
Regulation ,  Law and standards are fur ther 
d e s c r i b e d  i n  t h e  “ R e s p o n s i b i l i t i e s  o f  t h e 
“ R é v i s e u r   d ’ e n t r e p r i s e s   a g r é é”  f o r  t h e 
a u d it  of  th e  f ina ncia l  statem ents”  sec t io n 
of  our  repor t .

We bel ieve that  the audit  evidence we have 
o bt a i n e d  is  su f f i c ie nt  a n d  a p p ro p r ia te  to 
provide a basis  for  our  opin ion . 

Independence

W e  a r e  i n d e p e n d e n t  o f  t h e  B a n k  i n 
a cco rd a n ce  w i t h  t h e  I n te r n a t i o n a l  Et h i c s 
St a n d a rd s  B o a rd  fo r  Ac c o u n t a n t s ’  C o d e 
o f  E t h i c s  f o r  P r o f e s s i o n a l  A c c o u n t a n t s 
( I ESBA Cod e)  as  ad o pted for  Lu xem b ourg 
b y  t h e  C S S F  t o g e t h e r  w i t h  t h e  e t h i c a l 
requirements that  are relevant  to  our  audit 
o f  th e  a n n u a l  a cco u nt s .  We  h ave  fu l f i l l e d 
o u r  o t h e r  e t h i c a l  r e s p o n s i b i l i t i e s  u n d e r 
those ethica l  requirements .

T o  t h e  b e s t  o f  o u r  k n o w l e d g e  a n d 
b e l i e f ,  w e  d e c l a r e  t h a t  w e  h a v e  n o t 
p r o v i d e d  n o n - a u d i t  s e r v i c e s  t h a t 
a r e  p r o h i b i t e d  u n d e r  A r t i c l e   5 (1)  o f 
Regulation  (EU)  No 537/2014.

T h e  n o n - a u d i t  s e r v i c e s  t h a t  w e 
h a v e  p r o v i d e d  t o  t h e  B a n k ,  i n  t h e 
p e r i o d  f r o m  1 s t  J a n u a r y  2 0 1 7  t o  
31  D e ce m b e r  2017,  a re  d is c l o s e d  i n  t h e 
Note 14.5 to the annual  accounts . 

Key audit  matters

Key aud it  mat ters  are  those mat ters  that , 
in  our  professional  judgment ,  were of  most 
s i g n i f i c a n c e  i n  o u r  a u d i t  o f  t h e  a n n u a l 
accounts of  the current  per iod ,  and include 
t h e  m o s t  s i g n i f i c a n t  a s s e s s e d  r i s k s  o f 
mater ia l  misstatement (whether  or  not  due 
to  f ra u d ).  T h es e  m at ter s  were  a d d ress e d 
i n  t h e  co ntex t  o f  o u r  a u d i t  o f  t h e  a n n u a l 
a cco u nt s  a s  a  w h o l e ,  a n d  i n  fo r m i n g  o u r 
o p in io n  th ere o n ,  a nd we d o  n ot  provid e  a 
separate opinion on these matters .
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Key audit  matter

Va l u a t i o n  o f  l o a n s  a n d  a d va n ce s  to 
customers (value adjustment  process)

L o a n s  a n d  a d v a n c e s  t o  c u s t o m e r s 
are one of  the s igni f icant  i tems on the 
B a n k ’ s  b a l a n c e  s h e e t  r e p r e s e n t i n g 
6 4 %  o f  t o t a l  a s s e t s .  T h e  B a n k ’ s 
c u s t o m e r  l e n d i n g  o p e r a t i o n s 
p r i m a r i l y  c o n s i s t  o f  c o r p o r a t e  l o a n s 
t h a t  a r e  f o c u s e d  o n  c o m p a n i e s , 
w h i c h  a r e  a l r e a d y  c u s t o m e r s  o f  t h e 
Eurobank Group and loans to  Pr ivate 
B a n k i n g  c l i e n t s  w h i c h  a r e  g r a n t e d 
i n t e r n a t i o n a l l y  a n d  s u p p o r t e d  b y 
m o r t g a g e s  i n  a n d / o r ,  a n d  f i n a n c i a l 
secur i t ies .  72% of  loans to customers 
i s  g u a r a n t e e d ,  i n  t o t a l  o r  p a r t i a l l y , 
b y  L e t t e r  o f  G u a r a n t e e  ( L G )  a n d / o r 
P l e d g e  o n  F u n d i n g  ( P F )  b y  t h e  ( t h e 
“ P a r e n t  B a n k ”  ( E u r o b a n k  E r g a s i a s 
S.A. )  28% of  the Bank’s  loan port fo l io 
i s  t h e r e f o r e  r e t a i n e d  a t  t h e  B a n k ’ s 
own credi t  r isk  (of  which however the 
major i ty  i s  re la t ing  to  Lombard  loan 
act iv i t ies ,  where  the  Bank  has  l iqu id 
col latera l  above 100%). 

A s  i t  r e l a t e s  t o  i t s  c r e d i t  a c t i v i t i e s , 
there  is  a  cons iderab le  inherent  r isk 
b e c a u s e  m e a s u r e m e n t  o f  l o a n s  a n d 
r e c e i v a b l e s  i s  b a s e d  o n  e s t i m a t e s 
o f  t h e  b o r r o w e r ’ s  c r e d i t  r i s k . 
However ,  the  Bank  has  a  low  record 
o f  n o n - p e r f o r m i n g  l o a n s  s i n c e  i t s 
incorporat ion. 

The major i ty  of  Bank’s  borrowers are 
exposed to the Greek and UK speci f ic 
s e c t o r  c o n d i t i o n s  ( p r i m a r i l y  r e a l 
e s t a t e ,  w h e r e  t h e  B a n k  i s  h o w e v e r 
l e n d i n g  w i t h  c o n s e r v a t i v e  L o a n 
T o  V a l u e  r a t i o s ) .  A d v e r s e  m a r k e t 
c o n d i t i o n s  i n  t h o s e  a f o r e m e n t i o n e d 
c o u n t r i e s  m a y  w o r s e n  a  l a r g e  p a r t 
the qual i ty  of  credi t  and in  part icu lar 
those  not  covered  by  LG or  PF .  Th is 
mat ter  was  o f  par t i cu la r  impor tance 
dur ing our  audit .

T h e  B a n k ’ s  d i s c l o s u r e s  o n  t h e 
a c c o u n t i n g  p o l i c y  f o r  v a l u e 
a d j u s t m e n t s  i n  r e s p e c t  o f  l o a n s 
a n d  a d v a n c e s  a r e  p r o v i d e d  i n  N o t e 
2 . 3  w i t h i n  t h e  n o t e s  t o  t h e  a n n u a l 
accounts .

How our audit addressed the Key audit matter

We f i rst  tested and assessed the Bank’s  re levant 
i n t e r n a l  c o n t r o l  s y s t e m  w i t h  r e s p e c t  t o  t h e 
valuat ion of  loans and advances to customers.  We 
considered the respect ive business organisat ion, 
IT  systems and valuat ion models .

W e  t e s t e d  f o r  a  s e l e c t i o n  o f  d a t e s  t h e  c o n t r o l s 
r e g a r d i n g  t h e  l o a n  o r i g i n a t i o n ,  l o a n  m o n i t o r i n g 
and credi t  assessment processes.

W e  a l s o  t e s t e d  a n d  a s s e s s e d  t h e  B a n k ’ s 
processes on credi t  assessment and valuat ion of 
loans and advances to  customers  as  part  o f  our 
c red i t  rev iew tes t ing .  We  tes ted  the  re levant  I T 
appl icat ions. 

R e g a r d i n g  s u b s t a n t i v e  t e s t i n g ,  t h e  f o l l o w i n g 
audit  procedures were performed:

• 	 Overa l l  analyt ica l  procedures of  the port fo l io 
o f  l o a n s  a n d  a d v a n c e s  t o  c u s t o m e r s  b y 
compar ison  to  pr ior  years  to  ident i fy  t rends 
and areas of  part icu lar  r isk .

• 	 Inspect ing  under ly ing  documents  re la t ing  to 
the loan provis ioning process.

• 	 F o r  r e f e r r e d  l o a n s ,  i n s p e c t i n g  t h e 
author isat ions as per  credi t  po l icy ,  obta in ing 
e v i d e n c e  o n  t h e  e x i s t e n c e  a n d  a c c u r a c y 
o f  p l e d g e d  f u n d i n g / l e t t e r  o f  g u a r a n t e e s 
p r o v i d e d  b y  t h e  P a r e n t  B a n k  a n d  a s s e s s i n g 
of  the credi tworth iness of  the Parent  Bank to 
honour i ts  commitments towards the Bank.

• 	 F o r  o w n  c r e d i t  r i s k  l o a n  p o r t f o l i o ,  o b t a i n i n g 
and reviewing the conclusions of  latest  credi t 
r e v i e w s ,  t h e  a p p r o p r i a t e n e s s  o f  i n t e r n a l 
c red i t  ra t ings ,  the  la te  payment  repor ts ,  the 
i n d e p e n d e n t  v a l u a t i o n s  o f  t h e  u n d e r l y i n g 
col latera ls  (on a sample basis)  and assessing 
t h e  c o u n t e r p a r t y ’ s  c r e d i t w o r t h i n e s s  b y 
referr ing to external  sources.

• 	 C r e d i t  a s s e s s m e n t  f o r  a  s a m p l e  o f  i t e m s 
r e p r e s e n t i n g  g r o u p s  o f  r e l a t e d  b o r r o w e r s , 
cover ing at  least  the fo l lowing:

– 	 Doubtfu l  loans;

– 	 Large exposures;

– 	 A d d i t i o n a l  s a m p l i n g  f o r  o w n  c r e d i t  r i s k 
port fo l io ;

– 	 S a m p l e  r e l a t i n g  t o  u n p r e d i c t a b i l i t y 
procedures.

A U D I T  R E P O R T

Other informat ion 

T h e  B o a r d  o f  D i r e c t o r s  i s  r e s p o n s i b l e 
f o r  t h e  o t h e r  i n f o r m a t i o n .  T h e  o t h e r 
i n f o r m a t i o n  c o m p r i s e s  t h e  i n f o r m a t i o n 
i n c l u d e d  i n  t h e  M a n a g e m e nt  re p o r t ,  b u t 
d oes not  include the annual  accounts and 
our  audit  repor t  thereon.

O ur  o p in io n  o n  the  a n nua l  a ccou nts  d oes 
n o t  c ov e r  t h e  o t h e r  i n fo r m a t i o n  a n d  w e 
d o  n o t  e x p r e s s  a n y  f o r m  o f  a s s u r a n c e 
conclusion thereon.

In  connection with  our  audit  of  the annual 
accounts ,  our  responsib i l i t y  is  to  read the 
o t h e r  i n f o r m a t i o n  i d e n t i f i e d  a b o v e  a n d , 
i n  d o i n g  s o ,  c o n s i d e r  w h et h e r  t h e  ot h e r 
information is  mater ia l ly  inconsistent  with 
t h e  a n n u a l  a c c o u n t s  o r  o u r  k n o w l e d g e 
obta ined in  the audit ,  or  other wise appears 
t o  b e  m a t e r i a l l y  m i s s t a t e d .  I f ,  b a s e d  o n 
the work we have per formed ,  we conclude 
t h a t  t h e re  is  a  m a te r i a l  m iss t a te m e nt  o f 
th is  other  information ,  we a re  req u ired  to 
repor t  that  fact .  We have nothing to repor t 
in  th is  regard .

R e s p o n s i b i l i t i e s  o f  t h e  B o a r d  o f 
D i r e c t o r s  a n d  t h o s e  c h a r g e d  w i t h 
governance for the annual accounts

T h e  B o a r d  o f  D i r e c t o r s  i s  r e s p o n s i b l e 
fo r  th e  p re p a rat io n  a n d  fa i r  p res e nt at io n 
o f  t h e  a n n u a l  a c c o u n t s  i n  a c c o r d a n c e 
w i t h  L u x e m b o u r g  l e g a l  a n d  r e g u l a t o r y 
re q u i re m e nt s  re l a t i n g  to  t h e  p re p a rat i o n 
a nd  presentat io n  of  th e  a n n u a l  a ccou nts , 
and for  such internal  control  as the Board 
o f  D i re c to r s  d ete r m i n e s  i s  n e c e s s a r y  to 
enable the preparation of  annual  accounts 
that  a re  f ree  f rom mater ia l  misstatem ent , 
whether  due to fraud or  error.

I n  p r e p a r i n g  t h e  a n n u a l  a c c o u n t s ,  t h e 
B o a r d  o f  D i r e c t o r s  i s  r e s p o n s i b l e  f o r 
assessing the Bank’s  abi l i ty  to  continue as 
a going concern ,  d isclosing ,  as appl icable, 
matters related to going concern and using 
t h e  g o i n g  c o n c e r n  b a s i s  o f  a c c o u n t i n g 
u n l e s s  t h e  B o a r d  o f  D i r e c t o r s  e i t h e r 
inten d s  to  l iq u id ate  th e  B a n k  or  to  cease 
o p erat io ns ,  o r  has  n o  rea l ist ic  a l ternat ive 
but  to  do so. 

R e s p o n s i b i l i t i e s  o f  t h e  “ R é v i s e u r 
d ’e n t r e p r i s e s  a g r é é”  f o r  t h e  a u d i t  o f 
the annual accounts

T h e  o bj e c t ives  of  o u r  a u d i t  a re  to  o bt a i n 
r e a s o n a b l e  a s s u r a n c e  a b o u t  w h e t h e r 
t h e  a n n u a l  a cco u nt s  a s  a  w h o l e  a re  f re e 
f r o m  m a t e r i a l  m i s s t a t e m e n t ,  w h e t h e r 
d u e  t o  f r a u d  o r  e r r o r,  a n d  t o  i s s u e  a n 
a u d i t  r e p o r t  t h a t  i n c l u d e s  o u r  o p i n i o n . 
R e a s o n a b l e  a s s u r a n c e  is  a  h i g h  l eve l  o f 
assura nce,  but  is  not  a  g uara ntee that  a n 
a u d i t  c o n d u c t e d  i n  a c c o rd a n c e  w i t h  t h e 
E U   R e g u l a t i o n   N o   537/ 2 014 ,  t h e  L a w  o f 
2 3   J u l y   2 016  a n d  w i t h  I SA s  a s  a d o pte d 
fo r  Lu xe m b o u rg  by  t h e  C SS F  w i l l  a l wa y s 
d et e c t  a  m a t e r i a l  m i s s t a t e m e n t  w h e n  i t 
ex ists .  Misstatements can ar ise from fraud 
o r  e r r o r  a n d  a r e  c o n s i d e r e d  m a t e r i a l  i f , 
ind ividual ly  or  in  the aggregate,  they could 
re a s o n a b l y  b e  ex p e c te d  to  i n f l u e n ce  t h e 
economic  d ecisions of  users  ta ken on the 
basis  of  these annual  accounts .

As par t  of  an audit  in  accordance with the 
E U   R e g u l a t i o n   N o   537/ 2 014 ,  t h e  L a w  o f 
2 3   J u l y   2 016  a n d  w i t h  I SA s  a s  a d o pte d 
for  Lu xem b ourg  by  the  CSSF,  we exercise 
p r o f e s s i o n a l  j u d g m e n t  a n d  m a i n t a i n 
p r o f e s s i o n a l  s c e p t i c i s m  t h r o u g h o u t  t h e 
audit .  We a lso:

• 	 I d e n t i f y  a n d  a s s e s s  t h e  r i s k s  o f 
m a t e r i a l  m i s s t a t e m e n t  o f  t h e  a n n u a l 
a c c o u n t s ,  w h e t h e r  d u e  t o  f r a u d  o r 
e r r o r ,  d e s i g n  a n d  p e r f o r m  a u d i t 
p roced u res  resp o nsive  to  th ose  r isks , 
a n d  o b t a i n  a u d i t  e v i d e n c e  t h a t  i s 
s u f f i c i e nt  a n d  a p p ro p r ia te  to  p rov id e 
a  b a s i s  f o r  o u r  o p i n i o n .  T h e  r i s k  o f 
not  d etect in g  a  mater ia l  misstatement 
resu lt in g  from fra ud is  h ig her  tha n for 
one result ing from error,  as  fraud may 
i nvo l ve  co l l u s i o n ,  fo rg e r y,  i n te nt i o n a l 
o missio ns ,  m isre p resent at io ns ,  o r  th e 
overr ide of  internal  control .

• 	 O b t a i n  a n  u n d e r s t a n d i n g  o f  i n t e r n a l 
co nt ro l  re l eva nt  to  t h e  a u d i t  i n  o rd e r 
t o  d e s i g n  a u d i t  p r o c e d u r e s  t h a t  a r e 
a p p ro p r iate  in  th e  c i rcu msta n ces ,  b ut 
n ot  fo r  t h e  p u r p o s e  o f  ex p re ss i n g  a n 
o p i n i o n  o n  t h e  e f f e c t i v e n e s s  o f  t h e 
Bank’s  internal  control .
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A U D I T  R E P O R T

PricewaterhouseCoopers ,  Société  coopérat ive	 Luxembourg,  05 March 2018
Represented by

Fabr ice Goff in

• 	 E v a l u a t e  t h e  a p p r o p r i a t e n e s s  o f 
a c c o u n t i n g  p o l i c i e s  u s e d  a n d  t h e 
r e a s o n a b l e n e s s  o f  a c c o u n t i n g 
e s t i m a t e s  a n d  r e l a t e d  d i s c l o s u r e s 
made by the Board of  D irectors .

• 	 C o n c l u d e  o n  t h e  a p p r o p r i a t e n e s s 
o f  t h e  B o a rd  o f  D i r e c t o r s  u s e  o f  t h e 
going concern basis  of  accounting and , 
based on the aud it  evid ence obta ined , 
w h eth er  a  m ater ia l  u n cer t a i nt y  ex is t s 
r e l a t e d  t o  e v e n t s  o r  c o n d i t i o n s  t h a t 
m a y  c a s t  s i g n i f i c a n t  d o u b t  o n  t h e 
B a n k ’s  a b i l i t y  to  co nt i n u e  a s  a  g o i n g 
concern .  I f  we conclude that  a  mater ia l 
u n cer t a int y  ex ists ,  we  a re  re q u i red  to 
d r a w  a t te nt i o n  i n  o u r  a u d i t  re p o r t  to 
t h e  re l a te d  d is c l o s u re s  i n  t h e  a n n u a l 
a c c o u n t s  o r,  i f  s u c h  d i s c l o s u r e s  a r e 
i n a d e q u a t e ,  t o  m o d i f y  o u r  o p i n i o n . 
O u r  c o n c l u s i o n s  a r e  b a s e d  o n  t h e 
audit  evidence obta ined up to the date 
o f  o u r  a u d i t  r e p o r t .  H o w e v e r,  f u t u r e 
e v e n t s  o r  c o n d i t i o n s  m a y  c a u s e  t h e 
a n n u a l  a cco u nts  to  ce ase  to  co nt in u e 
as a going concern .

• 	 E v a l u a t e  t h e  o v e r a l l  p r e s e n t a t i o n , 
s t r u c t u r e  a n d  c o n t e n t  o f  t h e  a n n u a l 
a c c o u n t s ,  i n c l u d i n g  t h e  d i s c l o s u r e s , 
a n d  w h e t h e r  t h e  a n n u a l  a c c o u n t s 
represent  the  u nd er ly in g  tra nsa c t io ns 
a n d  events  in  a  m a n n er  that  a ch ieves 
fa ir  presentation .

W e  c o m m u n i c a t e  w i t h  t h o s e  c h a r g e d 
w i th  g ove r n a n ce  re g a rd i n g ,  a m o n g  oth e r 
mat ters ,  the  p la n ned sco p e a nd t imin g of 
t h e  a u d i t  a n d  s i g n i f i c a n t  a u d i t  f i n d i n g s , 
i n c l u d i n g  a ny  s i g n i f i c a n t  d ef i c i e n c i e s  i n 
internal  control  that  we identif y  during our 
audit . 

W e  a l s o  p r o v i d e  t h o s e  c h a r g e d  w i t h 
g o v e r n a n c e  w i t h  a  s t a t e m e n t  t h a t  w e 
h a v e  c o m p l i e d  w i t h  r e l e v a n t  e t h i c a l 
r e q u i r e m e n t s  r e g a r d i n g  i n d e p e n d e n c e , 
a n d  t o  c o m m u n i c a t e  w i t h  t h e m  a l l 
re lat io nsh ips  a n d  oth er  m at ters  that  m ay 
r e a s o n a b l y  b e  t h o u g h t  t o  b e a r  o n  o u r 
i n d e p e n d e n c e ,  a n d  w h e r e  a p p l i c a b l e , 
related safeguards. 

F r o m  t h e  m a t t e r s  c o m m u n i c a t e d  w i t h 
t h o s e  c h a r g e d  w i t h  g o v e r n a n c e ,  w e 
d e t e r m i n e  t h o s e  m a t t e r s  t h a t  w e r e  o f 
m o s t  s i g n i f i c a n c e  i n  t h e  a u d i t  o f  t h e 
annual  accounts of  the current  per iod and 
a re  t h e refo re  t h e  key  a u d i t  m a t t e r s .  W e 
descr ibe these matters in  our  audit  repor t 
u n less  law or  re g u lat io n  preclu d es  p u b l ic 
d isclosure about  the matter.

R e p or t  on  ot he r  le g a l  a nd  re g u l a t or y 
requirements 

T h e  M a n a g e m e n t  r e p o r t  i s  c o n s i s t e n t 
w i t h  t h e  a n n u a l  a c c o u n t s  a n d  h a s  b e e n 
p r e p a r e d  i n  a c c o rd a n c e  w i t h  a p p l i c a b l e 
legal  requirements .

W e  w e r e  f i r s t  a p p o i n t e d  a s  “ R é v i s e u r 
d ’ e n t r e p r i s e s  a g r é é ”  o f  t h e  B a n k  o n 
Au g ust  19 9 0.  O u r  a p p ointm ent  h as  b e en 
re n e w e d  a n n u a l l y  by  B o a rd  o f  D i re c to r s 
re s o l u t i o n  re p re s e nt i n g  a  tot a l  p e r i o d  o f 
uninterrupted engagement appointment of 
28 years .
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LIABILITIES Note(s)
2017
EUR

2016
EUR

Amounts owed to credit institutions:

- repayable on demand 3.2, 6 23,949,387 25,767,032

- with agreed maturity dates or periods of notice 3.2, 6 915,571,063 1,037,248,229

939,520,450 1,063,015,261

Amounts owed to customers:

- other debts

 • repayable on demand 3.2, 6 745,363,421 854,888,992

 • with agreed maturity dates or periods of notice 3.2, 6 357,170,773 434,600,988

1,102,534,194 1,289,489,980

Other liabilities 6 742,540 444,138

Accruals and deferred income 6 5,583,938 3,792,768

Provisions:

- provisions for taxation 6,771,107 4,866,377

- other provisions 13,3 2,297,636 2,898,867

9,068,743 7,765,244

Subordinated liabilities 6 - 20,000,000

Subscribed capital 9, 11 70,000,000 70,000,000

Reserves 10, 11 37,519,650 27,593,800

Profit brought forward 11 157,508,573 185,534,627

Profit for the financial year 13,402,301 11,899,796

Total liabilities 2,335,880,389 2,679,535,614

B A L A N C E  S H E E T  
A S  A T  D E C E M B E R  3 1 ,  2 0 1 7
(expressed in  euro)

The accompanying notes form an integral part of these annual accounts. The accompanying notes form an integral part of these annual accounts.

ASSETS Note(s)
2017
EUR

2016
EUR

Cash in hand, balances with central 
banks and post office banks

3.2, 4 76,766,194 62,531,000

Loans and advances to credit institutions

- repayable on demand 3.2, 6 91,309,500 69,163,875

- other loans and advances 3.2, 6 548,348,816 815,225,216

639,658,316 884,389,091

Loans and advances to customers 2.3, 3.2, 6 1,505,053,554 1,613,865,332

Bonds and other fixed-income transferable  
securities:

- issued by public bodies 2.4, 3.2, 5.1, 5.3, 5.4 - -

- issued by other borrowers 2.4, 3.2, 5.1, 5.3, 5.4 91,510,000 91,610,000

91,510,000 91,610,000

Participating interests 2.5, 3.2, 5.2, 7 4,958 4,958

Shares in affiliated undertakings 2.5, 3.2, 5.2, 7 104 104

Intangible assets 2.7, 7 1,034,614 852,690

Tangible assets 2.7, 7 842,002 331,507

Other assets 6, 8 139,794 7,689,718

Prepayments and accrued income 6 20,870,853 18,261,214

Total assets 2,335,880,389 2,679,535,614
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O F F  B A L A N C E  S H E E T  
A S  A T  D E C E M B E R  3 1 ,  2 0 1 7
(expressed in  euro)

P R O F I T  A N D  L O S S  A C C O U N T  F O R  T H E 
Y E A R  E N D E D  D E C E M B E R  3 1 ,  2 0 1 7
(expressed in  euro)

Note(s)
2017
EUR

2016
EUR

Interest receivable and similar income 
of which: 
arising from fixed-income transferable securities

56,451,304

571,841

69,522,833

837,845

Interest payable and similar charges (31,378,390) (44,908,074)

Income from transferable securities

- income from participating interests - -

Commissions receivable 12,137,120 9,886,127

Commissions payable (4,256,149) (3,521,951)

Net profit on financial operations 14,3 671,892 1,544,445

Other operating income 322,932 198,366

General administrative expenses

- staff costs (10,184,285) (10,241,731)

of which:
• wages and salaries

• social security costs

of which: pension costs

- other administrative expenses

(8,383,406)

(1,477,395)

(1,004,968)

(6,766,561)

(8,184,036)

(1,502,321)

(1,003,289)

(7,350,494)

Value adjustments in respect of intangible  
and tangible assets

7 (682,778) (801,238)

Other operating charges (1,132,736) (916,861)

Value adjustments in respect of loans and advances
and provisions for contingent liabilities and commitments

(253,085) (139,386)

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

376,366 -

Tax on profit on ordinary activities 14,2 (1,903,329) (1,372,240)

Profit on ordinary activities after tax 13,402,301 11,899,796

Profit for the financial year 13,402,301 11,899,796

Note(s)
2017
EUR

2016
EUR

Contingent Liabilities
of which:

13,1 16,411,908 12,849,095

- guarantees and assets pledged as collateral security 16,411,908 12,849,095

Commitments
of which:

13,2 642,859,814 760,054,269

- commitments arising from sale 
and repurchase transactions

497,830,698 622,630,888

Fiduciary Transactions 13,2 391,336,424 499,213,837

The accompanying notes form an integral part of these annual accounts.The accompanying notes form an integral part of these annual accounts.
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Note 1 - General

E u r o b a n k  P r i v a t e  B a n k  L u x e m b o u r g 
S . A .  ( t h e  “ B a n k ” )  w a s  i n c o r p o r a t e d  i n 
L u x e m b o u r g  o n  A u g u s t   2 6 ,   1 9 8 6 ,  a s  a 
“ S o c i é t é   A n o n y m e ”  u n d e r  t h e  n a m e  o f 
B a n q u e  d e  D é p ô t s  ( L u x e m b o u r g )  S . A . . 
T h e  E x t r a o r d i n a r y  G e n e r a l  M e e t i n g  o f 
S h a r e h o l d e r s  h e l d  o n  A u g u s t   6 ,   1 9 9 7 
reso lved to  change the  name of  the  Bank 
t o  E F G  P r i v a t e  B a n k  ( L u x e m b o u r g )   S . A . 
wi th ef fect  f rom September 10,  1997.

T h e  E x t r a o r d i n a r y  G e n e r a l  M e e t i n g  o f 
S h a r e h o l d e r s  h e l d  o n  S e p t e m b e r   1 7 , 
2 0 0 8  r e s o l v e d  t o  c h a n g e  t h e  n a m e  o f 
t h e  B a n k  t o  E u r o b a n k  E F G  P r i v a t e  B a n k 
Luxembourg S.A.  wi th ef fect  f rom October 
1,  2008.

A s  p a r t  o f  t h e  r e b r a n d i n g  p r o j e c t  o f  t h e 
Group ,  the  new coord inated  s ta tus  dated 
September   18 ,   2012 reso lved  to  change 
the name of  the Bank to  Eurobank Pr ivate 
B a n k  L u x e m b o u r g   S . A .  w i t h  i m m e d i a t e 
ef fect .

T h e  B a n k  i s  e n g a g e d  i n  t h e  b u s i n e s s  o f 
p r o v i d i n g  p r i v a t e  b a n k i n g ,  i n v e s t m e n t 
a n d  a d v i s o r y  s e r v i c e s  f o r  c o r p o r a t e  a n d 

p r i v a t e  c l i e n t s  a s  w e l l  a s  a d m i n i s t r a t i v e 
a n d  c u s t o d y  s e r v i c e s  f o r  i n v e s t m e n t 
f u n d s .  T h e  B a n k  i s  a c t i v e  i n  t h e  m o n e y 
m a r k e t s ,  d e p o s i t  t a k i n g  a n d  l e n d i n g  a n d 
e n g a g e s  i n  s p o t  a n d  f o r w a r d  f o r e i g n 
exchange business as wel l  as  undertak ing 
t ransact ions in  secur i t ies  and of f  ba lance 
s h e e t  i n s t r u m e n t s ,  b o t h  f o r  i t s  o w n 
account  and on behal f  of  customers.

At  the  beg inn ing  o f  June 2015,  the  Bank 
a c q u i r e d  t h e  f o r m e r  E u r o b a n k  E r g a s i a s 
S.A.  London Branch in  the United Kingdom, 
E u r o b a n k  P r i v a t e  B a n k  L u x e m b o u r g  -  
L o n d o n  B r a n c h  ( “ E u r o b a n k  L o n d o n ” ) . 
E u r o b a n k  L o n d o n  p r o v i d e s  a n  a r r a y  o f 
s e r v i c e s  t o  c o m p a n i e s  w i t h  i n t e r n a t i o n a l 
act iv i t ies ,  especia l ly  in  Centra l  and South-
E a s t e r n  E u r o p e  a n d  t o  i n d i v i d u a l  c l i e n t s 
with local  and internat ional  banking needs. 
Fur thermore ,  Eurobank  London serves  as 
an extension of  the Bank’s  Pr ivate Banking 
p lat form to London based c l ients .

E u r o b a n k  P r i v a t e  B a n k  L u x e m b o u r g  S . A . 
i s  i n c l u d e d  i n  t h e  c o n s o l i d a t e d  a n n u a l 
a c c o u n t s  o f  E u r o b a n k  E r g a s i a s  S . A . , 
w h o s e  r e g i s t e r e d  o f f i c e  i s  i n  A t h e n s  ( 8 
O t h o n o s  S t r e e t ,  1 0 5 5 7  A t h e n s ,  G r e e c e ) 
w h e r e  t h e  c o n s o l i d a t e d  a n n u a l  a c c o u n t s 
are avai lable .

Note 2 - Summary 
of significant 

accounting policies

2.1	 Basis of  presentat ion
These annual  accounts have been prepared 
i n  c o n f o r m i t y  w i t h  a c c o u n t i n g  p r i n c i p l e s 
genera l ly  accepted  in  the  bank ing  sector 
i n  t h e  G r a n d  D u c h y  o f  L u x e m b o u r g . 
The  account ing pol ic ies and the pr inc ip les 
o f  v a l u a t i o n  a r e  d e t e r m i n e d  a n d  a p p l i e d 
b y  t h e  B o a r d  o f  D i r e c t o r s ,  e x c e p t  t h o s e , 
which are def ined by Luxembourg law and 
regulat ions.

On the basis  of  the cr i ter ia  set  out  by the 
L u x e m b o u r g  l a w ,  t h e  B a n k  i s  e x e m p t e d 
f r o m  p r e p a r i n g  c o n s o l i d a t e d  a n n u a l 
accounts .  In  accordance with the amended 
law of  June  17,   1992,  the present  annual 
accounts are consequent ly  prepared on an 
unconso l idated  bas is  for  approva l  by  the 
Annual  General  Meet ing of  Shareholders .

2.2	 Foreign currencies
T h e  B a n k  h a s  a d o p t e d  a  m u l t i c u r r e n c y 
a c c o u n t i n g  s y s t e m ,  a s  a  r e s u l t  o f  w h i c h 
a s s e t s  a n d  l i a b i l i t i e s  a r e  r e c o r d e d  i n  t h e 
c u r r e n c i e s  i n  w h i c h  t h e y  h a v e  o c c u r r e d . 
F o r  t h e  p r e p a r a t i o n  o f  t h e  a n n u a l 
a c c o u n t s ,  a m o u n t s  i n  f o r e i g n  c u r r e n c i e s 
a r e  t r a n s l a t e d  i n t o  e u r o  ( E U R )  o n  t h e 
fo l lowing basis :

2.2.1	 Spot transact ions
Assets and l iabi l i t ies in  fore ign currencies 
are translated into euro at  exchange rates 
appl icable at  the balance sheet  date.

I n c o m e ,  c h a r g e s  a n d  p u r c h a s e s  o f  f i x e d 
a s s e t s  a r e  r e c o r d e d  i n  t h e  c u r r e n c y  i n 
w h i c h  t h e y  a r e  c o l l e c t e d  o r  d i s b u r s e d 
a n d  a r e  t r a n s l a t e d  i n t o  e u r o  a t  r a t e s 
approx imat ing  those  ru l ing  a t  the  t ime o f 
the transact ion.

E x c h a n g e  g a i n s  a n d  l o s s e s  a r i s i n g  f r o m 
the Bank’s  net  open currency spot  posi t ion 
are taken to the prof i t  and loss account  in 
the current  year .

U n s e t t l e d  s p o t  f o r e i g n  e x c h a n g e 
t r a n s a c t i o n s  a r e  t r a n s l a t e d  i n t o  e u r o  a t 
t h e  s p o t  r a t e  o f  e x c h a n g e  p r e v a i l i n g  o n 
the balance sheet  date. 

F o r e i g n  e x c h a n g e  g a i n s  a n d  l o s s e s 
r e s u l t i n g  f r o m  s p o t  t r a n s a c t i o n s  h e d g e d 
b y  f o r w a r d  t r a n s a c t i o n s  a r e  n e u t r a l i s e d 
t h r o u g h  “ p r e p a y m e n t s  a n d  a c c r u e d 
i n c o m e ”  a n d  “ a c c r u a l s  a n d  d e f e r r e d 
income”  accounts .  Premiums or  d iscounts 
ar is ing due to the d i f ference between spot 
and forward exchange rates are amort ised 
i n  t h e  p r o f i t  a n d  l o s s  a c c o u n t  o n  a  p r o -
rata basis .

2.2.2	 Forward transact ions
Unset t led  forward  exchange  t ransact ions 
a r e  t r a n s l a t e d  i n t o  e u r o  a t  t h e  f o r w a r d 
rate  preva i l ing  on the  ba lance sheet  date 
for  the remaining matur i ty .

U n r e a l i s e d  e x c h a n g e  l o s s e s  o n  u n -
h e d g e d  f o r w a r d  e x c h a n g e  c o n t r a c t s  a r e 
recogn ised in  the  prof i t  and  loss  account 
a t  t h e  f o r w a r d  r a t e  p r e v a i l i n g  o n  t h e 
b a l a n c e  s h e e t  d a t e  f o r  t h e  r e m a i n i n g 
term of  the contract .  Unreal ised exchange 
ga ins  on  forward  exchange  cont rac ts  a re 
n o t  i n c l u d e d ,  a n d  a r e  o n l y  r e c o g n i s e d 
w h e n  u l t i m a t e l y  r e a l i s e d ,  e x c e p t  w h e n 
such contracts form an economic uni t  wi th 
of fsett ing fore ign exchange transact ions.

2.2.3	 Swaps
G a i n s  a n d  l o s s e s  o n  c u r r e n c y  s w a p 
t ransact ions  are  accrued on  the  s t ra ight -
l i n e  b a s i s  o v e r  t h e  p e r i o d  o f  t h e  s w a p 
c o n t r a c t  a n d  a r e  i n c l u d e d  i n  i n t e r e s t 
r e c e i v a b l e  o r  p a y a b l e  i n  t h e  p r o f i t  a n d 
loss account ,  as appropr iate .

2.3	 Loans and advances
L o a n s  a n d  a d v a n c e s  a r e  s t a t e d  a t 
d isbursement  va lue less repayment  made 
a n d  a n y  v a l u e  a d j u s t m e n t s  r e q u i r e d . 
Accrued interests are recorded in  balance 
sheet  capt ion  “prepayments  and  accrued 
income” . 

T h e  p o l i c y  o f  t h e  B a n k  i s  t o  e s t a b l i s h 
s p e c i f i c  v a l u e  a d j u s t m e n t s  f o r 
d o u b t f u l  d e b t s  i n  a c c o r d a n c e  w i t h  t h e 
c i rcumstances  and for  amounts  spec i f ied 
b y  t h e  B o a r d  o f  D i r e c t o r s .  T h e s e  v a l u e 
a d j u s t m e n t s  a r e  d e d u c t e d  f r o m  t h e 
appropr iate asset  account  balances.

2.4	 Valuat ion of  bonds and other  f ixed-
income transferable securit ies

T h e  B a n k  h a s  d i v i d e d  i t s  p o r t f o l i o  o f 
bonds and other  f ixed- income transferable 
s e c u r i t i e s  i n t o  t h r e e  c a t e g o r i e s  f o r 
va luat ion purposes:

N OT E S  TO  T H E  A N N UA L  ACCO U N T S 
A S  AT  D EC E M B E R  31,  2 017
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N O T E S  T O  T H E  A N N U A L  A C C O U N T S

2.4.1	 Investment  port fo l io  of  f inancial  	
	 f ixed assets

Th is  por t fo l io  compr ises  bonds and other 
f i x e d - i n c o m e  t r a n s f e r a b l e  s e c u r i t i e s , 
w h i c h  a r e  i n t e n d e d  t o  b e  h e l d  o n  a 
c o n t i n u i n g  b a s i s  i n  t h e  n o r m a l  c o u r s e  o f 
the Bank’s  act iv i t ies .

Princip le  of  valuat ion at  acquis i t ion cost

B o n d s  a n d  o t h e r  f i x e d - i n c o m e 
t r a n s f e r a b l e  s e c u r i t i e s  a r e  r e c o r d e d 
a t  h i s t o r i c a l  a c q u i s i t i o n  c o s t  i n  t h e i r 
o r i g i n a l  c u r r e n c y .  T h e  a c q u i s i t i o n  c o s t 
inc ludes the  costs  to  purchase the asset .  
A  v a l u e  a d j u s t m e n t  i s  m a d e  w h e r e  t h e 
m a r k e t  v a l u e  a t  t h e  b a l a n c e  s h e e t  d a t e 
i s  l o w e r  t h a n  t h e  a c q u i s i t i o n  c o s t  a n d 
when the Board of  Directors considers the 
depreciat ion to be permanent .

The premium resu l t ing  f rom the purchase 
o f  f i x e d - i n c o m e  t r a n s f e r a b l e  s e c u r i t i e s 
having the character ist ics of  f inancia l  f ixed 
a s s e t s ,  a t  a  p r i c e  e x c e e d i n g  t h e  a m o u n t 
r e p a y a b l e  a t  m a t u r i t y ,  i s  i n c l u d e d  i n  t h e 
p r o f i t  a n d  l o s s  a c c o u n t  o n  a n  a m o r t i s e d 
basis  over  the per iod remain ing unt i l  f ina l 
repayment .

T h e  d i s c o u n t  r e s u l t i n g  f r o m  t h e 
a c q u i s i t i o n  o f  b o n d s  a n d  o t h e r  f i x e d -
income transferab le  secur i t ies  hav ing the 
c h a r a c t e r i s t i c s  o f  f i n a n c i a l  f i x e d  a s s e t s , 
at  a  pr ice less than the amount repayable 
a t  m a t u r i t y ,  i s  r e l e a s e d  t o  i n c o m e  i n 
i n s t a l m e n t s  o v e r  t h e  p e r i o d  r e m a i n i n g 
unt i l  repayment .

2.4.2	 Trading portfol io
Th is  por t fo l io  compr ises  bonds and other 
f i x e d - i n c o m e  t r a n s f e r a b l e  s e c u r i t i e s 
p u r c h a s e d  w i t h  t h e  i n t e n t i o n  o f  s e l l i n g 
t h e m  i n  t h e  s h o r t  t e r m .  T h e s e  s e c u r i t i e s 
are traded on a market  whose l iquid i ty  can 
be assumed to be certa in and their  market 
p r i c e  i s  a t  a l l  t i m e s  a v a i l a b l e  t o  t h i r d 
part ies .  These secur i t ies are valued at  the 
l o w e r  o f  t h e i r  a c q u i s i t i o n  c o s t  a n d  t h e i r 
market  va lue.

Dur ing the year ,  the Bank d id not  hold any 
trading port fo l io .

2.4.3	 Structural  portfol io
Th is  por t fo l io  compr ises  bonds and other 
f i x e d - i n c o m e  t r a n s f e r a b l e  s e c u r i t i e s 

a n d  a s s e t  s w a p s  p u r c h a s e d  f o r  t h e i r 
i n v e s t m e n t  r e t u r n  o r  y i e l d  o r  h e l d  t o 
e s t a b l i s h  a  p a r t i c u l a r  a s s e t  s t r u c t u r e  o r 
a  s e c o n d a r y  s o u r c e  o f  l i q u i d i t y .  I t  a l s o 
i n c l u d e s  b o n d s  a n d  o t h e r  f i x e d - i n c o m e 
t r a n s f e r a b l e  s e c u r i t i e s  n o t  c o n t a i n e d  i n 
the other  two categor ies .

S e c u r i t i e s  i n  t h i s  p o r t f o l i o  a r e  v a l u e d  a t 
t h e  l o w e r  o f  t h e i r  a m o r t i s e d  a c q u i s i t i o n 
c o s t  a n d  t h e i r  m a r k e t  v a l u e .  T h e  v a l u e 
a d j u s t m e n t s ,  c o r r e s p o n d i n g  t o  t h e 
n e g a t i v e  d i f f e r e n c e  b e t w e e n  t h e  m a r k e t 
va lue  and the  amort ised acqu is i t ion  cost , 
a r e  n o t  m a i n t a i n e d  i f  t h e  r e a s o n s  f o r 
w h i c h  t h e  v a l u e  a d j u s t m e n t s  w e r e  m a d e 
no longer ex ist .

P r e m i u m s  /  d i s c o u n t s  i n c l u d e d  i n  t h e 
a c q u i s i t i o n  c o s t  a n d  r e s u l t i n g  f r o m  t h e 
purchase of  bonds and other  f ixed- income 
t r a n s f e r a b l e  s e c u r i t i e s  i n c l u d e d  i n  t h i s 
port fo l io  at  a  pr ice exceeding /  lower than 
t h e  a m o u n t  r e p a y a b l e  a t  m a t u r i t y  a r e 
a m o r t i s e d  i n  t h e  p r o f i t  a n d  l o s s  a c c o u n t 
over  the per iod remaining unt i l  repayment .

A s s e t  s w a p s  h e l d  i n  t h i s  p o r t f o l i o  a r e 
p a c k a g e d  d e a l s  m a d e  o f  a  b o n d  o r  o t h e r 
f i x e d - i n c o m e  t r a n s f e r a b l e  s e c u r i t y  a n d 
a n  i n t e r e s t  r a t e  s w a p ,  s w a p p i n g  t h e 
r e s p e c t i v e  i n t e r e s t  r a t e s  ( f l o a t i n g / f i x e d ) 
r e c e i v e d  a n d  p a i d .  C o n s e q u e n t l y ,  a s s e t 
swaps  he ld  in  the  s t ructura l  por t fo l io  are 
booked at  the i r  par  va lue  and mainta ined 
at  their  par  va lue.

2.5	 Valuation of  variable-yield 
transferable securit ies

P a r t i c i p a t i n g  i n t e r e s t s  a n d  s h a r e s  i n 
af f i l iated undertak ings are recorded in  the 
ba lance  sheet  a t  the i r  acqu is i t ion  cost  in 
t h e i r  o r i g i n a l  c u r r e n c y .  T h e  a c q u i s i t i o n 
c o s t  i n c l u d e s  t h e  c o s t s  t o  p u r c h a s e  t h e 
a s s e t s .  A  v a l u e  a d j u s t m e n t  i s  m a d e  i f 
t h e  B o a r d  o f  D i r e c t o r s  c o n s i d e r s  t h a t 
a  p e r m a n e n t  i m p a i r m e n t  e x i s t s  i n  t h e i r 
carry ing value at  the balance sheet  date.

C o m p a n i e s  i n  w h i c h  t h e  B a n k  d i r e c t l y 
a n d  i n d i r e c t l y  e x e r c i s e s  a  s i g n i f i c a n t 
i n f l u e n c e  a r e  c o n s i d e r e d  t o  b e  a f f i l i a t e d 
u n d e r t a k i n g s .  P a r t i c i p a t i n g  i n t e r e s t s 
c o m p r i s e  r i g h t s  i n  t h e  c a p i t a l  o f  o t h e r 
u n d e r t a k i n g s ,  t h e  p u r p o s e  o f  w h i c h  i s  t o 
contr ibute  to  the  act iv i ty  o f  the  company 
through a durable l ink .

2.6	 Sale and repurchase agreements
In  case of  sa le  and repurchase agreements , 
the  assets  t rans fer red  are  c l ients  assets 
and therefore are shown in  the of f  balance 
sheet  of  the Bank.

2.7	 Intangible and tangible f ixed assets
F i x e d  a s s e t s  o t h e r  t h a n  f i n a n c i a l  f i x e d 
assets are va lued at  h istor ica l  acquis i t ion 
c o s t .  T h e  a c q u i s i t i o n  c o s t  i n c l u d e s 
t h e  c o s t s  t o  p u r c h a s e  t h e  a s s e t s .  T h e 
acquis i t ion cost  of  intangib le  and tangib le 
a s s e t s  w h o s e  u s e  i s  l i m i t e d  i n  t i m e  a r e 
de pre c ia t e d  on  a  s t ra igh t - l i n e  bas is  ov e r 
t h e  e s t i m a t e d  u s e f u l  l i f e  o r  a t  t h e  r a t e s 
speci f ied below.

I n  c a s e  o f  d u r a b l e  r e d u c t i o n  i n  v a l u e , 
i n t a n g i b l e  a n d  t a n g i b l e  a s s e t s  a r e 
sub jec t  to  va lue  ad jus tments ,  regard less 
o f  w h e t h e r  t h e i r  u t i l i s a t i o n  i s  l i m i t e d . 
T h e  v a l u a t i o n  a t  t h e  i n f e r i o r  v a l u e  i s  n o t 
m a i n t a i n e d  i f  t h e  r e a s o n s  f o r  w h i c h  t h e 
v a l u e  a d j u s t m e n t s  w e r e  m a d e  n o  l o n g e r 
ex ist .

2.7.1	 Intangible assets
The core  bank ing  system is  amort ized on 
a stra ight  l ine basis  over  8 years whereas 
t h e  r e m a i n i n g  i n t a n g i b l e  a s s e t s  o v e r  4 
years . 

2.7.2 Tangible assets
T a n g i b l e  a s s e t s  a r e  u s e d  b y  t h e  B a n k 
f o r  i t s  o w n  o p e r a t i o n s .  T a n g i b l e  a s s e t s 
a r e  v a l u e d  a t  c o s t  l e s s  d e p r e c i a t i o n  t o 
d a t e .  D e p r e c i a t i o n  i s  c a l c u l a t e d  o n  a 
s t r a i g h t - l i n e  b a s i s  o v e r  t h e  l i f e  o f  t h e 
assets  concerned.  The rates used for  th is 
purpose are :

2017
%

Furniture 18

Machinery and equipment 25

Vehicles 20

Hardware and software 25

Premises fixtures 10

P r e m i s e s  f i x t u r e s  i n  l e a s e d  o f f i c e s  a r e 
a m o r t i s e d  o v e r  t h e  l o w e r  o f  1 0  y e a r s  o r 
the remaining lease per iod.

2.8	 Derivat ive instruments

2.8.1	 Interest  rate swaps
I n t e r e s t  o n  i n t e r e s t  r a t e  s w a p s  i s 
i n c l u d e d  i n  t h e  b a l a n c e  s h e e t  c a p t i o n s 
“ p r e p a y m e n t s  a n d  a c c r u e d  i n c o m e ”  a n d 
“ a c c r u a l s  a n d  d e f e r r e d  i n c o m e ” .  I t  i s 
credi ted or  charged to  interest  receivable 
or  payable in  the prof i t  and loss account .

Interest  rate swaps,  which are not  held for 
hedg ing  purposes ,  are  marked to  market . 
P r o v i s i o n s  a r e  m a d e  f o r  u n r e a l i s e d 
v a l u a t i o n  l o s s e s  w h e r e a s  u n r e a l i s e d 
valuat ion gains are not  taken into account 
unt i l  matur i ty .  Interest  rate swaps entered 
in to  for  hedg ing  purposes  are  not  va lued 
(refer  to  note 2.4.3) .

2.8.2	 Forward exchange transact ions
V a l u a t i o n  r u l e s  f o r  f o r w a r d  e x c h a n g e 
c o n t r a c t s  a r e  e x p l a i n e d  i n  n o t e  2 . 2 . 2 
above.

2.8.3 Opt ions
F o r  t h e  o p t i o n s  t r a d e d  o v e r  t h e  c o u n t e r 
a n d  u n a l l o c a t e d  t o  g i v e n  a s s e t s  o r 
l i a b i l i t i e s ,  t h e  p r e m i u m s  r e c e i v e d  o r 
p a i d  a p p e a r  o n  t h e  b a l a n c e  s h e e t  u n t i l 
t h e  e x e r c i s e  o r  t h e  e x p i r a t i o n  d a t e  o f 
t h e  o p t i o n ,  i f  t h e  o p t i o n  i s  n o t  e x e r c i s e d 
before that  date .  Commitments on wr i t ten 
opt ions are booked of f -balance sheet .

Opt ions not  used for  hedging purposes are 
m ark e d- t o -m ark e t .  T h e  unrea l i sed  l o sses 
are  booked in  the  prof i t  and loss  account 
whereas unreal ised gains are ignored.

Opt ion contracts  entered into  for  hedging 
a balance sheet  i tem (asset  or  l iabi l i ty )  are 
booked as fo l lows:  unreal ised resul t  on the 
premiums is  accounted for  in  the prof i t  or 
loss  account  in  “Net  pro f i t  o r  net  loss  on 
f i n a n c i a l  o p e r a t i o n s ” .  U n r e a l i s e d  r e s u l t s 
a r i s i n g  f r o m  t h e  e v a l u a t i o n  o f  t h e  h e d g e 
i tem (asset  or  l iabi l i ty )  is  accounted for  in 
the prof i t  or  loss in  “Net  prof i t  or  net  loss 
i n  f i n a n c i a l  o p e r a t i o n s ” .  T h e s e  b o o k i n g s 
a r e  p r e s e n t e d  i n  n e t  b y  c o m p e n s a t i o n 
prof i t  or  loss ef fects .

O p t i o n  c o n t r a c t s  t r a d e d  o n  a  r e g u l a t e d 
m a r k e t  a n d  e n t e r e d  i n t o  f o r  t h e  p u r p o s e 
o f  h e d g i n g  i d e n t i c a l  r e v e r s e  o p t i o n s 
a l s o  t r a d e d  o n  a  r e g u l a t e d  m a r k e t  a r e 
b o o k e d  a s  f o l l o w s :  a s  t h e  p o s i t i o n  o n 
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t h e s e  i n s t r u m e n t s  i s  c l o s e d ,  t h e  r e s u l t 
a r is ing  f rom premiums rece ived  and pa id 
i s  a c c o u n t e d  f o r  i n  t h e  p r o f i t  a n d  l o s s 
account .

2.9	 Lump-sum provision
A  g e n e r a l  r e s e r v e  f o r  p o t e n t i a l  r i s k s 
o n  b a l a n c e  s h e e t  a n d  o f f  b a l a n c e 
s h e e t  i t e m s  h a s  b e e n  b o o k e d .  T h i s  t a x -
d e d u c t i b l e  p r o v i s i o n  i s  d e d u c t e d  f r o m 
t h e  c o r r e s p o n d i n g  a s s e t s .  T h e  l u m p s u m 
prov is ion  ca lcu la ted  on  o f f  ba lance  sheet 
i tems is  booked under the i tem “Provis ion: 
other  provis ions” .

Note 3 - Analysis of 
f inancial instruments

3.1	 Strategy in using f inancial 
instruments

The Bank’s  t reasury act iv i t ies are pr imar i ly 
re lated to the use of  f inancia l  instruments 
i n c l u d i n g  d e r i v a t i v e s .  S i n c e  t h e  e n d  o f 
t h e  y e a r  2 0 1 2  a l l  t r e a s u r y  a c t i v i t i e s 
o f  t h e  B a n k  a r e  c a r r i e d  o u t  i n t e r n a l l y  i n 
Luxembourg.

Asset/Liabi l i ty  Management of  the Bank is 
tak ing into account  other  banking act iv i t ies 
inc lud ing pr ivate  bank ing c l ient  accounts , 
i n v e s t m e n t  f u n d s  a n d  i n t e r - b a n k  a c t i v i t y 
main ly  with Eurobank Ergasias S.A.

The Bank a ims to use funds from customer 
o p e r a t i o n s ,  i n v e s t m e n t  f u n d s  o p e r a t i o n s 
and other  market  deposi ts  that  have been 
ra ised  a t  f i xed  and  f loa t ing  ra tes  and  fo r 
var ious per iods seeking to  earn prof i table 
marg ins  by  invest ing  these  funds  in  h igh 
q u a l i t y  a s s e t s .  S u c h  o p e r a t i o n s  a r e  o n l y 
e x e c u t e d  f o l l o w i n g  t h e  l i m i t s ,  a s  w e l l 
a s  d e f i n e d  p r o d u c t s  d e t e r m i n e d  w i t h 
t h e  a p p r o v a l  o f  t h e  B o a r d  o f  D i r e c t o r s . 
L i m i t s  a r e  c u r r e n t l y  s e t  i n  s u c h  a  w a y 
t h a t  r e s t r i c t s  t h e  T r e a s u r y  a n d  F o r e i g n 
E x c h a n g e  d e p a r t m e n t  o f  t h e  B a n k  f r o m 
tak ing large exposures.

D u r i n g  p e r i o d s  o f  f a l l i n g  i n t e r e s t  r a t e s , 
the Bank seeks to increase i ts  margins by 
favour ing  shor t - term fund ing  and lend ing 
f o r  l o n g e r  p e r i o d s  a t  h i g h e r  r a t e s  w h i l s t 
mainta in ing suf f ic ient  l iqu id i ty  to  meet  a l l 

c la ims that  might  fa l l  due .  Dur ing per iods 
o f  i n c r e a s i n g  i n t e r e s t  r a t e s ,  t h e  B a n k 
a ims to increase these margins by lending 
a n d  b o r r o w i n g  i n  t h e  s h o r t  t e r m  a n d  b y 
hedging i ts  assets and l iabi l i t ies .

Related issues and decis ions are taken by 
t h e  A s s e t  a n d  L i a b i l i t y  C o m m i t t e e  o f  t h e 
Bank.

T h e  B a n k  a l s o  r a i s e s  i t s  i n t e r e s t  m a r g i n 
b y  o b t a i n i n g  p r o f i t a b l e  m a r g i n s  t h r o u g h 
lend ing to  wholesa le  and reta i l  borrowers 
w i t h  a  g o o d  c r e d i t  s t a n d i n g .  L o a n s  a r e 
g iven when adequate col latera l  ex ists  and 
after  the approval  of  the Credit  Committee 
o f  t h e  B a n k .  T h e   B a n k  a l s o  e n t e r s  i n t o 
g u a r a n t e e s  a n d  o t h e r  c o m m i t m e n t s 
s u c h  a s  l e t t e r s  o f  c r e d i t  a n d  l e t t e r s  o f 
guarantee.

T h e  m o n i t o r i n g  o f  l i m i t s  a n d  m a r g i n s  i s 
carr ied out  by the R isk  department  of  the 
B a n k  o n  t h e  b a s i s  o f  t h e  d a i l y  p o s i t i o n s 
p r o v i d e d  b y  t h e  I T  d e p a r t m e n t .  T h e s e 
repor ts  are  communicated  da i ly  amongst 
others to Local  Management and the Head 
of  Group Treasury in  Athens.

When l imits  are exceeded and margins not 
r e s p e c t e d ,  L o c a l  M a n a g e m e n t  a s  w e l l  a s 
the responsib le  Manager  are  in formed for 
i m m e d i a t e  a c t i o n .  T h e  e x c e s s e s  a r e  a l s o 
r e p o r t e d  t o  t h e  B o a r d  o f  D i r e c t o r s  o n  a 
quarter ly  basis .

T h e  B a n k  h e d g e s  p a r t  o f  i t s  e x i s t i n g 
i n t e r e s t  r a t e  r i s k  r e s u l t i n g  f r o m  a n y 
p o t e n t i a l  d e c r e a s e  i n  t h e  f a i r  v a l u e  o f 
f i x e d  r a t e  a s s e t s  d e n o m i n a t e d  b o t h  i n 
local  and fore ign currencies using interest 
rate swaps. 

T h e  B a n k  h e d g e s  a  p r o p o r t i o n  o f  f o r e i g n 
e x c h a n g e  r i s k  i t  e x p e c t s  t o  a s s u m e  a s  a 
r e s u l t  o f  c a s h  f l o w s  f r o m  d e b t  s e c u r i t i e s 
using forward exchange transact ions.

3.2	 Analysis of  f inancial  instruments
3.2.1	 I n f o r m a t i o n  o n  p r i m a r y  f i n a n c i a l 
instruments
T h e  t a b l e  h e r e  a f t e r  a n a l y s e s  t h e  l e v e l 
o f  pr imary  f inanc ia l  inst ruments  (pr imary 
n o n - t r a d i n g  i n s t r u m e n t s )  o f  t h e  B a n k , 
i n  t e r m s  o f  c a r r y i n g  a m o u n t s ,  i n t o 
re levant  matur i ty  groupings based on the 
remaining per iod at  balance sheet  date to 

the  cont rac tua l  matur i ty  date .  Add i t iona l 
i n d i c a t i o n  o f  a g g r e g a t e  f a i r  v a l u e s  o f 
t r a d i n g  i n s t r u m e n t s  i s  d i s c l o s e d  w h e r e 
they d i f fer  mater ia l ly  f rom the amounts at 
which they are inc luded in  the accounts .

Figures as at 
December 31, 2017

Less than 
3 months

> 3 months 
to 1 year

> 1 year to
5 years

> 5 years No maturity Total

Instrument class  
(financial assets)

Cash in hand, balances 
with central banks and 
post office banks 65,000,000 - - - 11,766,194 76,766,194

Loans & advances to 
credit institutions 565,025,210 - - - 74,633,106 639,658,316

Loans & advances 
to customers 606,782,206 492,648,671 302,773,211 77,099,424 25,750,042 1,505,053,554

Bonds and other fixed-
income transferable 
securities

- - - 91,510,000 - 91,510,000

Shares in affiliated 
undertaking and 
participating interests

- - - - 5,062 5,062

Total financial assets 1,236,807,416 492,648,671 302,773,211 168,609,424 112,154,404 2,312,993,126

Non financial assets - - - - 22,887,263 22,887,263

Total Assets 1,236,807,416 492,648,671 302,773,211 168,609,424 135,041,667 2,335,880,389

Instrument class  
(financial liabilities)

Amounts owed to 
credit institutions:

Repayable on demand 17,927,821 - - - 6,021,566 23,949,387

With agreed maturity 
dates or periods of notice 424,747,908 376,748,127 81,135,628 32,939,400 - 915,571,063

Amounts owed 
to customers:

Repayable on demand 3,824,038 - - - 741,539,383 745,363,421

Repayable at term 
or with notice 288,282,255 68,888,518 - - - 357,170,773

Total financial liabilities 734,782,022 445,636,645 81,135,628 32,939,400 747,560,949 2,042,054,644

Non financial liabilities - - - - 293,825,745 293,825,745

Total liabilities 734,782,022 445,636,645 81,135,628 32,939,400 1,041,386,694 2,335,880,389

As at December 31, 2017, the Bank held no primary trading financia l instruments .

“ F a i r  v a l u e ”  i s  u n d e r s t o o d  a s  b e i n g 
t h e  a m o u n t  a t  w h i c h  a n  a s s e t  c o u l d  b e 
exchanged or  a  l iab i l i ty  set t led  as  part  o f 
an ordinary transact ion entered into under 
n o r m a l  t e r m s  a n d  c o n d i t i o n s  b e t w e e n 
independent ,  informed and wi l l ing part ies , 
other  than in  a  forced or  l iquidat ion sale .

3.2.1.1 Analysis of financial instruments - Primary non-trading instruments (at carrying amount - EUR)
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3.2.1.2 Descr ipt ion of  der ivat ive  f inancia l 
instruments used

T h e  B a n k  e n t e r s  i n t o  t h e  f o l l o w i n g 
der ivat ive f inancia l  instruments :

•• F o r w a r d  e x c h a n g e  t r a n s a c t i o n s 
r e p r e s e n t  c o m m i t m e n t s  t o  p u r c h a s e 
f o r e i g n  a n d  d o m e s t i c  c u r r e n c y , 
i n c l u d i n g  u n d e l i v e r e d  s p o t 
t ransact ions.

•• In terest  rate  swaps  a re  commitments 
to  exchange  one  set  o f  cash  f lows  for 
another .  Swaps  resu l t  in  an  economic 
e x c h a n g e  o f  i n t e r e s t  r a t e s  ( f o r 
example ,  f ixed rate for  f loat ing rate) .

•• O p t i o n s  a r e  f i n a n c i a l  d e r i v a t i v e s 
represent ing a contract  sold by one party  
( o p t i o n  w r i t e r )  t o  a n o t h e r  p a r t y 
( o p t i o n  h o l d e r ) .  T h e  c o n t r a c t  o f f e r s 
t h e  b u y e r  t h e  r i g h t ,  b u t  n o t  t h e 
o b l i g a t i o n ,  t o  b u y  ( c a l l )  o r  s e l l  ( p u t )  a 
secur i ty  or  o ther  f inanc ia l  asset  a t  an  
a g r e e d - u p o n  p r i c e  ( t h e  s t r i k e  p r i c e ) 
dur ing a  certa in  per iod of  t ime or  on a 
speci f ic  date (exerc ise date) .

3 . 2 . 1 . 3  A n a l y s i s  o f  d e r i v a t i v e  f i n a n c i a l 
instruments

T h e  t a b l e  b e l o w  a n a l y s e s  t h e  l e v e l  o f 
d e r i v a t i v e  f i n a n c i a l  i n s t r u m e n t s  o f  t h e 
B a n k ,  b r o k e n  d o w n  i n  t e r m s  o f  n o t i o n a l 
amount ,  in to  re levant  matur i ty  group ings 
b a s e d  o n  t h e  r e m a i n i n g  p e r i o d  a t 
b a l a n c e  s h e e t  d a t e  t o  t h e  c o n t r a c t u a l 
m a t u r i t y  d a t e .  T h e  B a n k  h e l d  o n l y  O T C 
d e r i v a t i v e  f i n a n c i a l  i n s t r u m e n t s  a s  a t 
December 31,  2017.

The  not iona l  amounts  o f  cer ta in  types  o f 
f i n a n c i a l  i n s t r u m e n t s  p r o v i d e  a  b a s i s  f o r 
c o m p a r i s o n  w i t h  i n s t r u m e n t s  r e c o g n i s e d 
o n  t h e  b a l a n c e  s h e e t  b u t  d o  n o t 
necessar i ly  indicate the amounts of  future 
c a s h  f l o w s  i n v o l v e d  o r  t h e  c u r r e n t  f a i r 
va lue of  the instruments and,  therefore ,  do 
not  indicate the Bank’s  exposure to  credi t 
or  pr ice  r isks .  The  der ivat ive  instruments 
b e c o m e  f a v o u r a b l e  o r  u n f a v o u r a b l e  a s  a 
r e s u l t  o f  f l u c t u a t i o n s  i n  m a r k e t  i n t e r e s t 
r a t e s  o r  f o r e i g n  e x c h a n g e  r a t e s  r e l a t i v e 
to  the i r  terms.  The aggregate  contractua l 
or  not iona l  amount  o f  der ivat ive  f inanc ia l 
i n s t r u m e n t s  o n  h a n d ,  t h e  e x t e n t  t o 
w h i c h  i n s t r u m e n t s  a r e  f a v o u r a b l e  o r 
unfavourable  and,  thus the aggregate fa i r 
v a l u e s  o f  d e r i v a t i v e  f i n a n c i a l  a s s e t s  a n d 
l i ab i l i t i es  can  f luc tuate  s ign i f i cant ly  f rom 
t ime to t ime.

3 . 2 . 1 . 1  A n a l y s i s  o f  f i n a n c i a l  i n s t r u m e n t s  -  P r i m a r y  n o n - t r a d i n g  i n s t r u m e n t s  ( a t  c a r r y i n g 
amount  -  EUR)  (cont . )

Derivatives non-trading instruments OTC as at December 31, 2017 (in EUR)

Nominal amounts Net fair value

Figures as at December 
31, 2017

Less than
3 months

> 3 months 
to 1 year

> 1 year to
5 years

> 5 years Total Total

Interest rate:  
- Swaps - - - - - -

Foreign exchange:

- Forwards, Spots, Swaps 361,342,763 22,037,690 - - 383,380,453 (23,446)

Options:  
- Options 2,082,569 - - - 2,082,569 (11,241)

Total 363,425,332 22,037,690 - - 385,463,022 (34,687)

Figures as at 
December 31, 2016

Less than 
3 months

> 3 months 
to 1 year

> 1 year to
5 years

> 5 years No maturity Total

Instrument class  
(financial assets)

Cash in hand, balances 
with central banks and 
post office banks 50,000,000 - - - 12,531,000 62,531,000

Loans & advances to 
credit institutions 165,069,728 650,155,488 - - 69,163,875 884,389,091

Loans & advances 
to customers 934,662,664 374,130,748 183,059,367 59,864,986 62,147,567 1,613,865,332

Bonds and other fixed 
- income transferable 
securities

- 100,000 - 91,510,000 - 91,610,000

Shares in affiliated 
undertaking and 
participating interests

- - - - 5,062 5,062

Total financial assets 1,149,732,392 1,024,386,236 183,059,367 151,374,986 143,847,504 2,652,400,485

Non financial assets - 40,026 512,695 20,381 26,562,027 27,135,129

Total Assets 1,149,732,392 1,024 426,262 183,572,062 151,395,367 170,409,531 2,679,535,614

Instrument class  
(financial liabilities)

Amounts owed to 
credit institutions:

Repayable on demand 21,040,495 - - - 4,726,537 25,767,032

With agreed maturity 
dates or periods of notice 680,894,147 316,342,420 26,937,972 13,073,690 - 1,037,248,229

Amounts owed 
to customers:

Repayable on demand - - - - 854,888,992 854,888,992

Repayable at term 
or with notice 354,251,234 80,349,754 - - - 434,600,988

Total financial liabilities 1,056,185,876 396,692,174 26,937,972 13,073,690 859,615,529 2,352,505,241

Non financial liabilities 18,344 7,836 - - 327,004,193 327,030,373

Total liabilities 1,056,204,220 396,700,010 26,937,972 13,073,690 1,186,619,722 2,679,535,614

As at December 31, 2017, the Bank held no primary trading financia l instruments .
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3.3	 Credit  r isk

3.3.1	 Descr ipt ion of  credit  r isk
The Bank takes on exposure to credi t  r isk . 
T h e  B a n k  s t r u c t u r e s  t h e  l e v e l s  o f  c r e d i t 
r isk  i t  undertakes by p lac ing l imi ts  on the 
amount of  r isk  accepted in  re lat ion to one 
b o r r o w e r  o r  g r o u p s  o f  b o r r o w e r s ,  a n d  t o 
g e o g r a p h i c a l  s e g m e n t s .  S u c h  r i s k s  a r e 
monitored on a revolv ing basis  and subject 
t o  m o n t h l y  r e v i e w s .  L i m i t s  a r e  a p p r o v e d 
b y  t h e  B o a r d  o f  D i r e c t o r s  a n d  r e v i e w e d 
a t  l e a s t  a n n u a l l y .  U n d e r  d e l e g a t i o n  o f 
t h e  B o a r d  o f  D i r e c t o r s ,  M a n a g e m e n t  h a s 
t h e  p o s s i b i l i t y  t o  a p p r o v e  c o u n t r y  l i m i t s 
u p  t o  a  p r e d e t e r m i n e d  l e v e l .  T h e   B o a r d 
o f  D i rectors  a lso  determines  who has  the 
a u t h o r i t y  t o  a p p r o v e  e x c e s s e s  a n d  u p  t o 
w h a t  l e v e l .  T h e  e x c e e d i n g  a m o u n t s  a n d 
tenor  def ined with in Group Risk Guidel ines 
a r e  i m m e d i a t e l y  r e p o r t e d  t o  L o c a l 
M a n a g e m e n t  a n d  t h e  G r o u p  R i s k  U n i t  i n 
Greece.

T h e  e x p o s u r e  t o  a n y  b o r r o w e r  i n c l u d i n g 
banks and brokers is  further  restr icted by 
s u b - l i m i t s  c o v e r i n g  o n  a n d  o f f - b a l a n c e 
sheet  exposures.  Actual  exposures against 
l imits  are monitored dai ly .

Exposure to credi t  r isk  is  managed through 
regular  analys is  of  the abi l i ty  of  borrowers 
and  potent ia l  bor rowers  to  meet  in teres t 
a n d  c a p i t a l  r e p a y m e n t  o b l i g a t i o n s  a n d 
b y  c h a n g i n g  t h e s e  l e n d i n g  l i m i t s  w h e r e 
a p p r o p r i a t e .  E x p o s u r e  t o  c r e d i t  r i s k  i s 
pr imar i ly  managed by obta in ing co l la tera l 
and corporate and personal  guarantees.

T h e  G r o u p  R i s k  U n i t  i s  s e t t i n g  t y p e s  o f 
c o l l a t e r a l  a s  w e l l  a s  m i n i m u m  m a r g i n s . 
T h e  B a n k  i m p o s e s  m o r e  s t r i c t  c o l l a t e r a l 
r u l e s  t h a n  t h o s e  s e t  b y  t h e  g r o u p  b a s e d 
o n  c a r e f u l  a n a l y s i s ,  i n t e r n a l  p o l i c i e s  a n d 
t h e  m a r k e t  e n v i r o n m e n t .  T h e  B a n k  h a s 
a  c l e a r  p r o c e d u r e  t o  a p p r o v e  “ e l i g i b l e ” 
c o l l a t e r a l  a n d  i t  p e r i o d i c a l l y  r e v i e w s 
approved col latera l . 

O n  c u r r e n c y  a n d  i n t e r e s t  r a t e  s w a p s , 
t h e  B a n k ’ s  c r e d i t  r i s k  r e p r e s e n t s  t h e 
p o t e n t i a l  c o s t  t o  r e p l a c e  t h e  s w a p 
contracts  i f  counterpart ies  fa i l  to  perform 
the i r  ob l igat ion .  Th is  r isk  is  moni tored on 
a n  o n g o i n g  b a s i s  w i t h  r e f e r e n c e  t o  t h e 
current  fa i r  va lue  and  the  l iqu id i ty  o f  the 
market .  To  contro l  the  leve l  o f  c red i t  r i sk 
t a k e n ,  t h e  B a n k  a s s e s s e s  c o u n t e r p a r t i e s 
u s i n g  t h e  s a m e  t e c h n i q u e s  a s  f o r  i t s 
lending act iv i t ies .

3.3.2	 Measures of  credit  r isk exposure
I n f o r m a t i o n  o n  c r e d i t  r i s k  a s  i t  r e l a t e s 
t o  f i n a n c i a l  i n s t r u m e n t s  i s  d i s c l o s e d  o n 
t h e  b a s i s  o f  t h e  c a r r y i n g  a m o u n t  t h a t 
b e s t  r e p r e s e n t s  t h e  m a x i m u m  c r e d i t 
r i s k  e x p o s u r e  a t  t h e  b a l a n c e  s h e e t  d a t e 
without  tak ing account  of  any col latera l .

With respect  to  der ivat ive instruments not 
d e a l t  o n  a  r e c o g n i s e d ,  r e g u l a t e d  m a r k e t 
( O T C ) ,  t h e  c a r r y i n g  a m o u n t  ( p r i n c i p a l  o r 
n o t i o n a l  a m o u n t )  d o e s  n o t  r e f l e c t  t h e 
m a x i m u m  r i s k  e x p o s u r e .  T h e  m a x i m u m 
e x p o s u r e  t o  c r e d i t  r i s k  i s  d e t e r m i n e d  b y 
the value of  the overal l  replacement cost .

T h e  t a b l e  b e l o w  d i s c l o s e s  t h e  l e v e l 
o f  c r e d i t  e x p o s u r e  o n  O T C  d e r i v a t i v e 
instruments in  terms of  not ional  amounts , 
r e p l a c e m e n t  c o s t ,  p o t e n t i a l  f u t u r e 

c r e d i t  e x p o s u r e  a n d  n e t  r i s k  e x p o s u r e 
a d j u s t e d  f o r  a n y  c o l l a t e r a l ,  b r o k e n  d o w n 
b y  t h e  d e g r e e  o f  c r e d i t w o r t h i n e s s  o f  t h e 
counterparty based on internal  or  external 
rat ings. 

Credit Risk Exposure on OTC derivative instruments (use of market risk method) as at December 31, 
2017 (in EUR)

Counterparty solvency 
(based on external/ 
internal ratings)

Notional 
amount

Current
Replacement 

cost

Potential future
replacement 

cost

Overall
replacement 

cost

Collateral Net risk 
exposure

(1) (2) (3)
(4)=(2) + (3) 

-Provision
(5) (6) = (4) - (5)

External rating (Fitch):

A 215,223,879 1,537,769 2,152,239 3,690,008 - 3,690,008

C 1,763,705 - 17,637 17,637 - 17,637

Sub - total 1 3,707,645

Internal Rating:

- Customer & Fund

2 5,307,283 2,976 53,073 56,049 - 56,049

4 161,076,967 645,001 1,610,770 2,255,771 - 2,255,771

5 - - - - - 0

Sub - total 2 2,311,820

TOTAL 6,019,465

Credit Risk Exposure on OTC derivative instruments (use of market risk method) as at December 31, 
2016 (in EUR)

Counterparty solvency 
(based on external/ 
internal ratings)

Notional 
amount

Current
Replacement 

cost

Potential future
replacement 

cost

Overall
replacement 

cost

Collateral Net risk 
exposure

(1) (2) (3)
(4)=(2) + (3) 

-Provision
(5) (6) = (4) - (5)

External rating (Fitch):

A 40,587,820 353,027 405,878 758,905 - 758,905

C 13,466 - 135 135 - 135

Sub - total 1 759,040

Internal Rating:

- Customer & Fund

2 1,879,056 - 18,791 18,791 - 18,791

4 8,591,809 11,524 85,918 97,442 - 97,442

5 1,760,000 - 17 ,600 17,600 - 17,600

Sub - total 2 133,833

TOTAL 892,873

The internal credit rating for “Customer & Fund” goes from 1 (best rating) to 10 (worst rating).

Derivatives non-trading instruments OTC as at December 31, 2016 (in EUR)

Nominal amounts Net fair value

Figures as at December 
31, 2015

Less than
3 months

> 3 months 
to 1 year

> 1 year to
5 years

> 5 years Total Total

Interest rate:  
- Swaps - - - - - -

Foreign exchange:

- Forwards, Spots, Swaps 48,319,507 4,400,530 - - 52,720,037 119,712 

Options:  
- Options 15,920,617 - - - 15,920,617 (90,980)

Total 64,240,124 4,400,530 - - 68,640,654 28,732 

The Bank held no exchange-traded derivative financia l instrument as at December 31, 2017.
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currencies in  which the Bank has mater ia l 
posi t ions.

I n t e r e s t  r a t e  r i s k  m e a s u r e m e n t  i n c l u d e s 
a  s e t  o f  r i s k  f a c t o r s  c o r r e s p o n d i n g  t o 
interest  rates in  each of  the currencies in 
which  the  Bank has mater ia l  in terest  rate 
s e n s i t i v e  p o s i t i o n s .  F o r  e a c h  c u r r e n c y , 
the y ie ld curve is  d iv ided into a  number of 
matur i ty  segments in  order  to  capture the 
v a r i a t i o n  i n  v o l a t i l i t y  o f  i n t e r e s t  r a t e s  a t 
d i f ferent  points on the y ie ld curve.

E q u i t y  p r i c e s  r i s k  m e a s u r e m e n t  i n c l u d e s 
r isk  factors  correspond ing  to  each  o f  the 
nat iona l  markets  in  wh ich  the  Bank  has  a 
mater ia l  pos i t ion ,  i r respect ive ly ,  in  l i s ted 
o r  u n l i s t e d  s e c u r i t i e s .  A  m a r k e t  i n d e x 
captures market-wide movement in  equi ty 
pr ices.

Note 4 -  
Cash in hand, balances 
with central banks and 

post office banks
2017
ΕUR

2016
EUR

Cash in Hand 168,311 185,516

Mandatory Minimum 
Reserve

11,597,883 12,345,484

Other cash balances 65,000,000 50,000,000

Total 76,766,194 62,531,000

I n  a c c o r d a n c e  w i t h  t h e  r e q u i r e m e n t s 
o f  t h e  E u r o p e a n  C e n t r a l  B a n k ,  C e n t r a l 
B a n k  o f  L u x e m b o u r g  h a s  i m p l e m e n t e d , 
e f f e c t i v e  J a n u a r y   1 ,   1 9 9 9 ,  a  s y s t e m 
o f  m a n d a t o r y  m i n i m u m  r e s e r v e s 
w h i c h  a p p l i e s  t o  a l l  L u x e m b o u r g  c r e d i t 
inst i tut ions.  The minimum reserve balance 
a s  a t  D e c e m b e r   3 1 ,   2 0 1 7  h e l d  b y  t h e 
B a n k  w i t h  t h e  L u x e m b o u r g  C e n t r a l  B a n k 
a m o u n t e d  t o  E U R   1 1   5 9 7   8 8 3  ( 2 0 1 6 : 
EUR 12 345 484) .

3.3.3	 Concentrat ion of  credit  r isk
T h e  t a b l e s  b e l o w  s h o w s  c r e d i t  r i s k 
c o n c e n t r a t i o n  a s  i t  r e l a t e s  t o  f i n a n c i a l 
instruments f rom on-  and of f  balance sheet 
e x p o s u r e s  b y  g e o g r a p h i c  l o c a t i o n  a n d 
economic  sector .  In  order  to  enhance the 

true and fa i r  v iew of  the f inancia l  posi t ion 
the tables present  the OTC der ivat ives by 
the  va lue  o f  the  overa l l  rep lacement  cost 
and to that  extend the comparat ive f igures 
have been adjusted accordingly .

A s  t h e  B a n k  i s  m a i n l y  a c t i v e  o n  t h e 
E u r o p e a n  m a r k e t s ,  i t  h a s  a  s i g n i f i c a n t 
c o n c e n t r a t i o n  o f  c r e d i t  r i s k  w i t h  o t h e r 
E u r o p e a n  f i n a n c i a l  i n s t i t u t i o n s .  I n  t o t a l , 
c r e d i t  r i s k  e x p o s u r e  i s  e s t i m a t e d  t o 

EUR 2 391 039 809 at  December 31,  2017 
( 2 0 1 6 :   E U R   2   7 3 9   7 4 1   4 9 1 )  o f  w h i c h 
E U R   6   0 1 9   4 6 5  ( 2 0 1 6 :  E U R   8 9 2   8 7 3 ) 
c o n s i s t e d  o f  d e r i v a t i v e  f i n a n c i a l 
instruments.

Geographic credit risk concentrations (in EUR)

Geographical zone  
(by country or zone)

Credits and other balance 
sheet items

OTC derivatives Commitments

2017 2016 2017 2016 2017 2016

Luxembourg 235,865,882 258,519,630 2,260,816 101,757 1,744,604 76,848,035

Other European
Monetary Union (EMU) 
countries

1,048,272,253 1,218,136,130 24,185 19,876 87,332,008 52,196,846

Other countries 955,853,093 1,124,769,477 3,734,464 771,240 55,952,504 8,378,500

Total 2,239,991,228 2,601,425,237 6,019,465 892,873 145,029,116 137,423,381

Economic sector

Credits and other balance 
sheet items

OTC derivatives Commitments

2017 2016 2017 2016 2017 2016

Credit institutions 735,603,040 978,838,808 3,707,645 759,040 - -

Households 54,005,828 51,723,291 51,004 32,076 15,235,314 8,244,769 

Investment funds 64,481,932 44,701,398 2,260,816 101,757 1,000,000 70,974,335 

Activity ancillary  
to financial intermediation 
and insurance

605,611,778 688,606,327 - - 71,682,982 -

Non financial corporations 406,622,917 475,256,009 - - 42,339,859 47,163,407 

Governments - - - - - -

Central banks - - - - - -

Financial holding  
companies

155,306,854 277,783,268 - - 1,040,233 6,314,546 

Others 218,358,879 84,516,136 - - 13,730,728 4,726,324 

Total 2,239,991,228 2,601,425,237 6,019,465 892,873 145,029,116 137,423,381

3.4	 Market r isk
T h e  B a n k  t a k e s  o n  e x p o s u r e  t o  m a r k e t 
r i s k s .  M a r k e t  r i s k s  a r i s e  f r o m  o p e n 
p o s i t i o n s  i n  i n t e r e s t  r a t e ,  c u r r e n c y  a n d 
equ i ty  products ,  a l l  o f  wh ich  are  exposed 
to general  and speci f ic  market  movements. 

I n t e r e s t  r a t e  r i s k  i s  m o n i t o r e d  d a i l y  a n d 
r e p o r t e d  t o  l o c a l  m a n a g e m e n t  a n d  t h e 
Head of  Group Treasury.

O n  a  m o n t h l y  b a s i s ,  t h e  B a n k  a p p l i e s 
a  “ v a l u e  a t  r i s k ”  ( V A R )  m e t h o d o l o g y  t o 
e s t i m a t e  t h e  m a r k e t  r i s k  o f  p o s i t i o n s 
h e l d  a n d  t h e  p o t e n t i a l  m a x i m u m  l o s s e s 
e x p e c t e d .  T h e  B o a r d  o f  D i r e c t o r s  s e t s 
l i m i t s  o n  t h e  v a l u e  o f  r i s k  t h a t  m a y  b e 
a c c e p t e d ,  w h i c h  i s  m o n i t o r e d  a s  d e e m e d 
appropr iate .

The  Bank ’s  market  r i sk  repor t ing  and  the 
l i m i t  s t r u c t u r e  i s  b a s e d  o n  a  m e a s u r e 
o f  p o t e n t i a l  l o s s  u n d e r  n o r m a l  m a r k e t 
condit ions.  The parameters used are :

•• A 99% one ta i led conf idence level .  This 
m e a n s  t h a t  t h e  p o t e n t i a l  l o s s  a m o u n t 
i s  the  max imum amount  that  cou ld  be 
l o s t ,  o n  a v e r a g e ,  o n  9 9 %  o f  t r a d i n g 
d a y s .  C o n v e r s e l y  i t  i s  t h e  m i n i m u m 
loss that  should be expected on 1% of 
t rading days;

•• A  1 0 - d a y  h o l d i n g  p e r i o d .  T h i s  m e a n s 
that  the Bank measures r isk  assuming 
that  exposures could not  be hedged or 
unwound in  less than 10 work ing days; 
and

•• A  1 8 0 - d a y  t i m e  s e r i e s  o f  c h a n g e s  i n 
m a r k e t  v a r i a b l e s .  T h i s  m e a n s  t h a t  a 
6-month h istory  of  market  movements 
i s  u s e d  t o  e s t i m a t e  l i k e l y  c h a n g e s  i n 
m a r k e t  r i s k  f a c t o r s  ( v o l a t i l i t i e s  a n d 
corre lat ions) .

S ince  VAR const i tu tes  an  in tegra l  par t  o f 
t h e  B a n k ’ s  m a r k e t  r i s k  c o n t r o l  s y s t e m ,  
V A R  l i m i t s  a r e  e s t a b l i s h e d  b y  t h e  B o a r d 
o f  D i r e c t o r s  o n  a l l  p o r t f o l i o  o p e r a t i o n s 
i n c l u d i n g  i n t e r e s t  r a t e ,  f o r e i g n  e x c h a n g e 
rate and equit ies .

F o r e i g n  e x c h a n g e  r a t e  r i s k  i s  c a l c u l a t e d 
a g a i n s t  l o c a l  b a s e  c u r r e n c y ,  i t s 
m e a s u r e m e n t  i n c o r p o r a t e s  f a c t o r s 
c o r r e s p o n d i n g  t o  i n d i v i d u a l  f o r e i g n 

Economic sector credit risk concentrations  
(in EUR)

T h e  t a b l e  h e r e  a f t e r  d i s c l o s e s  t h e 
c o n c e n t r a t i o n  o f  t h e  c r e d i t  r i s k  l i n k e d  t o 

f inanc ia l  inst ruments ,  for  both  on  and of f 
ba lance sheet  exposures,  by geographica l 
locat ion and economic sector .
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Note 5 -  
Transferable securities

5.1	 Listed securit ies

Bonds and other 
fixed-income transferable 
securities:

2017
ΕUR

2016
EUR

- public sector issues - -

- other issues 91,510,000 91,610,000

Total 91,510,000 91,610,000

5.2	 Unl isted securit ies

2017
ΕUR

2016
EUR

Participating interests 4,958 4,958

Shares in affiliated  
undertakings

104 104

5.3	 B o n d s  a n d  o t h e r  f i x e d - i n c o m e 
transferable securit ies

•• B o n d s  a n d  o t h e r  f i x e d - i n c o m e 
t r a n s f e r a b l e  s e c u r i t i e s  m a t u r e d  o r 
repaid before matur i ty  as at  December 
3 1 ,  2 0 1 7  a m o u n t  t o  E U R  1 0 0   0 0 0 
(2016:  EUR 76 463 652) . 

•• B o n d s  a n d  o t h e r  f i x e d -
i n c o m e  t r a n s f e r a b l e  s e c u r i t i e s 
a m o u n t  t o  E U R   9 1   5 1 0   0 0 0 
( 2 0 1 6 :   E U R   9 1   6 1 0   0 0 0 ) .  O f  t h e s e , 
E U R   1 0   0 0 0  a r e  c l a s s i f i e d  i n  t h e 
B a n k ’ s  s t r u c t u r a l  p o r t f o l i o  a n d 
EUR  91  500  000 are  c lass i f ied  in  the 
Bank’s  investment port fo l io .

5.4	 Bonds el igible for  ref inancing with a 
central  bank of  the Euro zone

T h e  m a r k e t  v a l u e  o f  b o n d s  e l i g i b l e 
f o r  r e f i n a n c i n g  w i t h  a  c e n t r a l  b a n k 
o f  t h e  E u r o  z o n e  i n c l u d e d  i n  t h e 
h e a d i n g  “ b o n d s  a n d  o t h e r  f i x e d -
i n c o m e  t r a n s f e r a b l e  s e c u r i t i e s ”  i s  
EUR 96 432 060 (2016:  EUR 94 877 240) .

T h e  B a n k  d o e s  n o t  h o l d  a n y  G r e e k 
G o v e r n m e n t  B o n d s ,  n e i t h e r  i n  t h e 
investment  nor  in  the  s t ructura l  por t fo l io 
as at  December 31,  2017.

5.5	 Sale and Repurchase transactions
A s  a t  D e c e m b e r  3 1 ,  2 0 1 7 ,  t h e  B a n k 
i s  c o m m i t t e d  i n  r e v e r s e  r e p u r c h a s e 
a g r e e m e n t s  f o r  a  t o t a l  a m o u n t  o f 
E U R   4 6 5   8 0 7   3 2 5  ( 2 0 1 6 :  E U R 
610 103 922) .

Note 6 -  
Assets and Liabil it ies 

balances with Affi l iated 
Undertakings

2017
ΕUR

2016
EUR

Assets

Loans and advances  
to credit institutions

479,193,853 658,267,333

Loans and advances  
to customers

653,220,985 744,062,752

Prepayments  
and Accrued Income

2,879,840 3,463,491

Other Assets - 290

1,135,294,678 1,405,793,866

Liabilities

Amounts owed to credit 
institutions

938,888,762 1,062,974,998

Amounts owed  
to customers

23,083,691 67,821,386

Subordinated liabilities - 20,000,000

Accruals  
and Deferred Income

903,646 1,445,620

Other Liabilities 167,225 165,856

963,043,324 1,152,407,860
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Note 8  
- Other Assets

A n  o u t s t a n d i n g  b a l a n c e  o f  r e c e i v a b l e  o f 
EUR 7.4 mi l l ion  has been set t led  in  2017 
fo l lowing an out-of -court  procedure.

Note 9  
- Subscribed capital

The author ised  and pa id-up  share  cap i ta l 
of  the Bank amounts to EUR 70 000 000.

T h e  B a n k ’ s  c a p i t a l  i s  c o m p r i s e d  b y 
5 0 0   0 0 0  s h a r e s  w i t h  N o m i n a l  v a l u e  E U R 
140 at  the end of  the year :

Note 10  
- Reserves

10.1	 Legal  reserve
I n  a c c o r d a n c e  w i t h  L u x e m b o u r g  l a w ,  t h e 
Bank is  required to transfer  at  least  5% of 
i ts  annual  prof i t  to  the  lega l  reserve unt i l 

t h i s  e q u a l s  1 0 %  o f  s u b s c r i b e d  c a p i t a l . 
T h e  l e g a l  r e s e r v e  i s  n o t  a v a i l a b l e  f o r 
d istr ibut ion to shareholders .

10.2 Special  reserve
I n  a c c o r d a n c e  w i t h  t h e  t a x  l a w ,  t h e  B a n k 
r e d u c e s  t h e  N e t  W e a l t h  T a x  l i a b i l i t y  b y 
deduct ing i t  f rom i tse l f .  In  order  to  comply 
wi th  the tax  law,  the Bank a l locates under  
n o n - d i s t r i b u t a b l e  r e s e r v e s  ( i t e m  “ s p e c i a l 
r e s e r v e ” )  a n  a m o u n t  t h a t  c o r r e s p o n d s 
t o  f i v e  t i m e s  t h e  a m o u n t  o f  r e d u c t i o n  o f 
t h e  N e t  W e a l t h  T a x .  T h i s  r e s e r v e  i s  n o n -
d i s t r i b u t a b l e  f o r  a  p e r i o d  o f  f i v e  y e a r s 
f r o m  t h e  y e a r  f o l l o w i n g  t h e  o n e  d u r i n g 
which the Net  Wealth Tax was reduced.

10.3	 Interim dividend
I n  a c c o r d a n c e  w i t h  a r t i c l e  2 0  o f  t h e 
A r t i c l e s  o f  A s s o c i a t i o n  o f  t h e  B a n k ,  t h e 
m e e t i n g  o f  t h e  B o a r d  o f  D i r e c t o r s  d a t e d 
2 4  J u l y  2 0 1 7  a p p r o v e d  t h e  d i s t r i b u t i o n 
o f  a n  i n t e r i m  d i v i d e n d  a m o u n t i n g  t o  E U R 
3 0   0 0 0   0 0 0  w h i c h  w a s  p a i d  o n  2 8  J u l y 
2017.

Note 11 - Changes in 
Shareholders’ equity

The movements of  shareholders ’  equity  of 
the Bank may be summarised as fo l lows:

Reserves

Subscribed
Capital  

EUR

Legal
Reserve

EUR

Special
Reserve

EUR

Total
Reserve

EUR

Profit 
brought 

forward EUR

Current
year profit 

EUR

Total 
EUR

Balance at  
December 31, 
2016 70,000,000 7,000,000 20,593,800 27,593,800 185,534,627 11,899,796 295,028,223

Interim Dividend - - - - (30,000,000) - (30,000,000)

Transfer to  
legal reserve

- - - - - - -

Transfer to  
special reserve

- - 9,925,850 9,925,850 (9,925,850) - -

Profit brought 
forward

- - - - 11,899,796 (11,899,796) -

Current year 
Profit

- - - - - 13,402,301 13,402,301

Balance at  
December 31, 
2017 70,000,000 7,000,000 30,519,650 37,519,650 157,508,573 13,402,301 278,430,524

The appropriation of the 2016 result was approved by the Annual General Meeting of Shareholders on March 14, 2017.

Note 12 - Assets and 
l iabil it ies denominated  

in foreign currencies

2017
ΕUR

2016
EUR

Total assets in foreign 
currencies

358,176,136 455,152,096

Total liabilities in foreign 
currencies

381,020,175 467,291,485

Note 13 - Contingent 
l iabil it ies and 
commitments

13.1	 Contingent l iabi l i t ies
As at  December  31,  2017 the  cont ingent 
l i a b i l i t i e s  i n c l u d e  g u a r a n t e e s  a n d 
o t h e r  d i r e c t  s u b s t i t u t e s  f o r  c r e d i t  a n d 
a m o u n t  t o  E U R  1 6   4 1 1   9 0 8  ( 2 0 1 6 :  E U R 
12 849 095) .

13.2	 Other off  balance sheet 
 	 commitments

2017
ΕUR

2016
EUR

Assets held on be-
half of third parties

3,961,301,457 4,573,788,935

Credits confirmed 
but not used

145,029,116 137,423,381

Repurchase agree-
ments

497,830,698 622,630,888

Forward foreign 
exchange transac-
tions

383,380,453 52,720,037

Fiduciary opera-
tions

391,336,424 499,213,837

Options 2,082,569 15,920,617

5,380,960,717 5,901,697,695

13.3	 Deposit  Guarantee Scheme
T h e  L a w  o f  D e c e m b e r  1 8 ,  2 0 1 5  o n  t h e 
reso lut ion ,  reorganisat ion and wind ing-up 
measures of  credi t  inst i tut ions and certa in 
investment f i rms and on deposit  guarantee 
a n d  i n v e s t o r  c o m p e n s a t i o n  s c h e m e s 
t r a n s p o s e d  t h e  B a n k  R e c o v e r y  a n d 
Reso lu t ion  D i rect ive  (D i rect ive   2014/59/
U E )  a n d  t h e  D e p o s i t  G u a r a n t e e  S c h e m e s 
D i r e c t i v e  ( D i r e c t i v e   2 0 1 4 / 4 9 / U E ) . 
T h e  D e p o s i t  G u a r a n t e e  a n d  I n v e s t o r s 
C o m p e n s a t i o n  S c h e m e s  s e t  u p  b y 
l ’Assoc iat ion  pour  la  Garant ie  des Dépôts 
Luxembourg (AGDL)  is  now replaced by an 
ex-ante contr ibut ion scheme. 

T h e  a g g r e g a t e  e l i g i b l e  d e p o s i t s  o f  e a c h 
depos i tor  i s  covered  up  to  EUR  100  000 
(Luxembourg Deposit  Guarantee Schemes) 
a n d  t h e  a g g r e g a t e  e l i g i b l e  i n v e s t m e n t 
t r a n s a c t i o n s  o f  e a c h  i n v e s t o r  i s  c o v e r e d 
u p  t o  t h e  a m o u n t  o f  E U R   2 0   0 0 0 
( L u x e m b o u r g  I n v e s t o r s  C o m p e n s a t i o n 
Schemes) .  Deposits  resul t ing from pr ivate 
rea l  estate  t ransact ions  that  serve  soc ia l 
p u r p o s e s  o r  l i n k e d  t o  t h e  p a y m e n t  o f 
i n s u r a n c e  b e n e f i t s  o r  c o m p e n s a t i o n  f o r 
cr imina l  in jur ies  or  wrongfu l  conv ic t ion  is 
covered over  EUR 100 000 for  12 months 
at  the maximum.

A t  D e c e m b e r  3 1 ,  2 0 1 7 ,  t h e  B a n k  h a s 
a  p r o v i s i o n  o f  E U R  1 9 5   9 8 3  ( 2 0 1 6 : 
E U R   9 3 9   4 1 8 )  i n  r e l a t i o n  t o  t h e  d e p o s i t 
g u a r a n t e e  a n d  i n v e s t o r  c o m p e n s a t i o n 
s c h e m e  ( A G D L ) .  T h e  p r o v i s i o n  w h i c h  h a s 
b e e n  c r e a t e d  w i l l  b e  u s e d  a c c o r d i n g l y 
aga inst  the  cont r ibut ions  o f  the  banks  to 
t h e  n e w  L u x e m b o u r g  b a n k i n g  r e s o l u t i o n 
f u n d  “ F o n d s  d e  r e s o l u t i o n  L u x e m b o u r g ” 
( F R L ) ,  a n d  t h e  n e w  L u x e m b o u r g  d e p o s i t 
g u a r a n t e e  f u n d  “ F o n d s  d e  g a r a n t i e  d e s 
dépôts Luxembourg”  (FGDL) .

T h e  f u n d e d  a m o u n t  o f  t h e  F R L  w i l l  r e a c h 
by the end of  2024 at  least  1% of  covered 
d e p o s i t s ,  a s  d e f i n e d  i n  A r t i c l e   1  n u m b e r 
3 6  o f  t h e  L a w ,  o f  a l l  a u t h o r i z e d  c r e d i t 
i n s t i t u t i o n s  i n  a l l  p a r t i c i p a t i n g  M e m b e r 
S t a t e s .  T h i s  a m o u n t  i s  c o l l e c t e d  f r o m 
t h e  c r e d i t  i n s t i t u t i o n s  t h r o u g h  a n n u a l 
c o n t r i b u t i o n s  d u r i n g  t h e  y e a r s  2 0 1 5  t o 
2024.
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T h e  t a r g e t  l e v e l  o f  f u n d i n g  o f  t h e  F G D L 
i s  s e t  a t  0 . 8 %  o f  c o v e r e d  d e p o s i t s ,  a s 
d e f i n e d  i n  A r t i c l e   1 6 3  n u m b e r  8  o f  t h e 
L a w ,  o f  t h e  r e l e v a n t  c r e d i t  i n s t i t u t i o n s 
a n d  i s  t o  b e  r e a c h e d  b y  t h e  e n d  o f 
2 0 1 8  t h r o u g h  a n n u a l  c o n t r i b u t i o n s .  T h e 
c o n t r i b u t i o n s  a r e  m a d e  i n  t h e  f o r m  o f 
annual  payments dur ing the years 2016 to 
2018.  When the level  of  0 .8% is  reached, 
the  Luxembourg ish  cred i t  inst i tut ions  are 
to  cont inue  to  contr ibute  for  8  add i t iona l 
years  in  order  to  const i tu te  an  add i t iona l 
safety buffer  of  0 .8% of  covered deposits 
as def ined in  Art ic le   163 number 8 of  the 
Law.

13.4	 Management and f iduciary 	
	 services
T h e  B a n k  h a s  p r o v i d e d  t h e  f o l l o w i n g 
m a n a g e m e n t  a n d  f i d u c i a r y  s e r v i c e s  t o 
th i rd part ies in  the course of  the f inancia l 
year :

•• Investment management and advice ;

•• S a f e k e e p i n g  a n d  a d m i n i s t r a t i o n  o f 
secur i t ies ;

•• Fiduciary serv ices ;

•• Agency serv ices.

Note 14  
- Profit and loss account

14.1	 Sources of  income by 		
	 geographical  region (OECD)

B y  a p p l i c a t i o n  o f  A r t i c l e   6 9  o f  t h e 
a m e n d e d  l a w  o f  J u n e   1 7 ,   1 9 9 2  o n  t h e 
a n n u a l  a c c o u n t s  o f  c r e d i t  i n s t i t u t i o n s , 
sources of  income have not  been analysed 
by geographical  region.

14.2 Tax charge
T h e  B a n k  i s  l i a b l e  t o  t a x e s  o n  i n c o m e , 
c a p i t a l  a n d  n e t  a s s e t s .  T h e  L u x e m b o u r g 
t a x  a u t h o r i t i e s  h a v e  i s s u e d  a s s e s s m e n t s 
f o r  t h e  y e a r s  u p  t o  a n d  i n c l u d i n g  2 0 1 4 . 
T a x  l i a b i l i t i e s ,  n e t  o f  t a x  a d v a n c e s ,  a r e 
recorded under “provis ions for  taxat ion”  in 
the balance sheet .

B o a r d  m e m b e r s  r e c e i v e d  e m o l u m e n t s 
i n  r e s p e c t  o f  t h e i r  d u t i e s  t o t a l i n g  t o 
EUR 163 036 (2016:  EUR 150 085) .

As  a t  December  31,  2017,  loans  to ta l ing 
E U R   1   5 1 3   8 0 7  w e r e  g r a n t e d  t o  5 
m e m b e r s  o f  S e n i o r  M a n a g e m e n t  a n d 
Management (2016:  EUR 1 638 856) . 

G u a r a n t e e s  ( E U R   2 9   4 5 0 )  f o r  t h e  r e n t 
o f  a p a r t m e n t s  h a v e  b e e n  g i v e n  o n 
b e h a l f  o f  t h e  B a n k  t o  5  m e m b e r s  o f  t h e 
M a n a g e m e n t  a n d  S e n i o r  M a n a g e m e n t 
(2016:  EUR 29 450) .

Note 16 - Subsequent 
Events

O n  J a n u a r y  3 0 ,  2 0 1 8 ,  t h e  B a n k  s i g n e d 
a  S a l e  P u r c h a s e  A g r e e m e n t  f o r  t h e 
acquis i t ion of  a  bui ld ing through the share 
p u r c h a s e  o f  t h e  c o m p a n y  B H F  L u x  I m m o 
S . A . .  O n  t h e  s a m e  d a y ,  a n  e x t r a o r d i n a r y 
genera l  assembly  was he ld  to  change the 
n a m e  o f  t h e  c o m p a n y  t o  E R B  L u x  I m m o 
S.A.  and appoint  the new directors .

14.3 Net prof i t  on f inancial  operat ions
N e t  p r o f i t  o n  f i n a n c i a l  o p e r a t i o n s  a t 
December  31,  2017 main ly  inc ludes ga in 
on fore ign exchange transact ions.

14.4 Return on assets
T h e  r e t u r n  o n  a s s e t s  o f  t h e  B a n k  f o r  t h e 
y e a r  e n d e d  D e c e m b e r  3 1 ,  2 0 1 7  s t a n d s 
t o  0 . 5 7 %  ( 2 0 1 6 :  0 . 4 4 % ) . T h e  r e t u r n  o n 
assets is  ca lculated as being the net  prof i t 
d iv ided by the tota l  ba lance sheet .

14.5	 Independent Auditor’s fees
For  the  year  end ing  December   31,   2017, 
independent  auditor ’s  fees are as fo l lows:

2017
ΕUR

2016
EUR

Audit fees 202,500 195,000

Tax related fees - 32,619

Other fees 3,000 37,160

205,500 264,779

Note 15 - Staff 
and directors

15.1	 Staff
N u m b e r  o f  B a n k ’ s  e m p l o y e e s  ( i n c l u d i n g 
London Branch)  at  the end of  the f inancia l 
year  2017:

2017
ΕUR

2016
EUR

Senior Management and 
Management

12 12

Employees 82 81

94 93

15.2	 Information relat ing to 
	 Management

S e n i o r  M a n a g e m e n t  a n d  M a n a g e m e n t 
r e c e i v e d  e m o l u m e n t s  i n  r e s p e c t  o f  t h e i r 
dut ies  to ta l ing  to  EUR  1  776  953 (2016: 
EUR 1 713 385) .
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