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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  2018 
our  Bank’s  capi ta l  adequacy and l iquid i ty  buffers remained very h igh,  wi th a  L iquid i ty 
Coverage Rat io  (LCR)  of  461% (regulatory minimum of  100%) and a strong capita l  base, 
as mani fested by a Basel  I I  so lvency rat io  of  33.3% comprised of  Tier  1 Equity  (wel l  above 
regulatory minimum of  10.75%) and an asset  book of  EUR 2.3 b i l l ion ,  as of  the end of 
2018.  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

Our bank in  Luxembourg,  wi th more than 
th ir ty  years in  operat ion,  focuses on pr ivate 
banking,  investment fund serv ices as wel l 
as selected corporate banking serv ices. 
Our comprehensive offer ing extends 
beyond tradi t ional  wealth management to 
wealth structur ing,  a l ternat ive investment 
strategies ,  and f inancing of  var ious types 
of  assets ,  f rom secur i t ies to  real  estate 
and yachts .  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 four  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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D I R E C T O R S ’  R E P O R T

Economic act iv i ty  in  the euro area and 
EU economies,  according to recent  data , 
moderated in  the second hal f  of  last  year , 
as g lobal  t rade growth s lowed,  uncerta inty 
sapped conf idence,  and output  in  some 
Member States was adversely affected by 
temporary domest ic  factors .  Such factors 
inc luded disrupt ions in  car  product ion, 
socia l  tensions and f iscal  pol icy stresses, 
and,  undoubtedly ,  the l inger ing uncerta inty 
surrounding “Brex i t ”  negot iat ions.  As 
a resul t ,  gross domest ic  product  (GDP) 
growth in  both the euro area and the EU 
l ike ly  s l ipped to 1.9% in 2018 from a 10-
year  h igh of  2.4% in 2017.

On the Luxembourg front ,  the end of 
2018 saw modest  GDP growth,  l imited 
main ly  by weak resul ts  in  the f inancia l 
sector.  Growth was 2.6%, over  the past 
year  as a whole ,  marked notably by strong 
consumer spending.  Al though growth in 
2018 compares favorably with the 1.7% 
recorded for  2017,  i t  should be noted that 
in  2017 – a  year  of  peak expansion for 
most  Eurozone countr ies –  Luxembourg 
was h i t  by technical  factors which dragged 
growth down.  Since ear ly  2018,  quarter ly 
changes in  Luxembourg’s  GDP have been 
trending down in  l ine with the downturn 
observed in  other  European economies. 

Furthermore,  over  the last  quarter 
of  2018,  the internat ional  f inancia l 
environment deter iorated s igni f icant ly , 
weighing heavi ly  on the performance 
of  the country ’s  f inancia l  sector.  Added 
value recorded in  the sector  dropped by 
2.4% over  one quarter  ( -4 .1% over  one 
year) ,  penal ised by investment funds, 
but  a lso by the sharp h ike in  the general 
expenses of  several  local  banks.  In  the 
other  sectors ,  heal thcare serv ices,  reta i l 
and construct ion contr ibuted most  to 
growth.

Throughout  2018 our  Bank’s  capi ta l 
adequacy and l iquid i ty  buffers remained 
very h igh,  wi th Basel  I I I  so lvency rat io  at 
33.3% and l iquid i ty  buffers at  EUR 0.73bn, 
as of  the end of  2018.  The strong f inancia l 
posi t ion of  our  Bank,  i ts  conservat ive r isk 
posture,  i ts  operat ional  independence and 
i ts  stable c l ient  base have kept  i t  r ing-
fenced from l inger ing r isks in  per ipheral 
Europe and beyond.  No events with the 
potent ia l  to  s igni f icant ly  impact  the 
f inancia l  statements as at  December 31. 
2018 or  which could require d isc losure in 
the notes took p lace between the c los ing 
date and the publ icat ion date of  th is  report . 
We are p leased to present  our  report  for 
the year  ending December 31,  2018.
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2018 GLOBAL OVERVIEW 

Global  economic act iv i ty  softened s l ight ly 
in  2018 to 3.7%, f rom 3.8% in 2017,  wi th 
less synchronized g lobal  growth and less 
accommodat ive macroeconomic pol icies . 
Al though pol icy support  and strong 
employment gains cont inued to underpin 
domest ic  demand,  the rate of  expansion 
peaked in  some key emerging markets and 
developing economies amid increasing 
capaci ty  constra ints ,  main ly  on the back of 
labour shortages,  country-speci f ic  factors 
( i .e .  the introduct ion of  new automobi le 
fuel  emission standards,  sovereign and 
f inancia l  r isks in  I ta ly  and a lower growth 
tra jectory in  China) ,  heightened trade 
fr ict ions and t ighter  f inancia l  condit ions. 
Wor ld trade growth decelerated to 3.9% 
in 2018 from i ts  recent  peak of  5.2% in 
2017,  wi th trade restr ict ions affect ing 
adversely conf idence and investment 
p lans. 

US  economic growth accelerated to an 
annual  rate of  2.9% in 2018,  f rom 2.2% 
in 2017,  enjoying one of  the longest 
recover ies on record on the back of  the 
f iscal  st imulus and addit ional  government 
spending (+1.5%YoY from -0.1%YoY in 
2017) .  The robust  growth of  consumer 
spending (+2.6%YoY from +2.5%YoY in 
2017) has been helped by improving labour 
market  condit ions and increased growth 
in  af ter- tax  h igher  d isposable income, 
whi le  r is ing business f ixed investment 
(+7.0%YoY from +5.3%YoY in  2017) has 
capita l ized on lower corporate taxes and 
faster  g lobal  growth.  On the f l ips ide, 
res ident ia l  investment growth turned 
negat ive in  2018,  mark ing i ts  weakest 
year  of  growth s ince 2011,  whi le  net 
exports  remained a drag on overal l  growth 
for  the f i f th  consecut ive year.  Cont inuing 
the normal izat ion of  i ts  overal l  monetary 
pol icy stance,  the Fed h iked rates four 
t imes in  2018 by a tota l  of  100bps,  tak ing 
the target  range for  the Fed funds rate to 
2.25-2.50bp,  and cont inued winding down 
i ts  balance sheet  gradual ly  to  $4.1trn at 
the end of  2018,  f rom a peak of  $4.5trn 
in  January 2015.  On the f iscal  f ront ,  US 
general  budget  def ici t  as a  percent  of  GDP 
increased to a  f ive-year  h igh of  -4.2% in 
2018,  f rom -3.4% in 2017.

Euro  area economic growth came in  below 
in i t ia l  expectat ions in  2018,  moderat ing to 
1.8% from a decade peak of  2.4% in 2017. 
The s lowdown ref lected pr imar i ly  fading 
support  f rom the external  environment 
as h igh pol i t ica l  uncerta inty and growing 
trade tensions,  main ly  between the US 
and China,  t ranslated into weaker  g lobal 
t rade growth.  Sector-speci f ic  factors in 
some Member-States a lso contr ibuted to 
the loss of  growth momentum, especia l ly 
in  the second quarter  of  2018,  inc luding 
new emissions test ing that  d isrupted the 
automot ive sector ,  socia l  tensions and 
f iscal  pol icy uncerta inty .  On a posi t ive 
tone,  investment grew faster  than GDP 
main ly  thanks to favourable f inancing 
condit ions,  whi le  pr ivate consumption 
held up wel l  on improving labour market 
condit ions,  s l ight ly  stronger wage growth 
and accommodat ive monetary pol icies . 
Core inf lat ion remained stuck at  1.0%YoY 
as stronger wages were countered by 
structura l  factors such as g lobal isat ion, 
technologica l  change and more f lex ib le 
labour markets .  Headl ine HICP,  most ly 
affected by h igher  energy pr ices,  rose to a 
s ix-year  h igh of  1.8%YoY,  a lbei t  st i l l  be low 
the ECB’s inf lat ion target .  In  terms of 
monetary pol icy ,  the ECB decided to end i ts 
asset  purchase programme in December 
2018.  Yet ,  s igni f icant  monetary pol icy 
st imulus was st i l l  considered necessary 
to support  inf lat ion over  the medium-
term.  The headl ine government balance 
is  projected to improve in  the major i ty  of 
euro area Member-States,  main ly  thanks 
to a  reduct ion in  interest  expenditure ,  wi th 
the general  government def ici t - to-GDP 
rat io  expected to fa l l  be low 1.0% for  the 
f i rst  t ime in  more than ten years .

In  Greece ,  rea l  GDP growth c losed at  1.9% 
in 2018,  as per  the latest  ELSTAT data , 
miss ing the most  recent  off icia l  forecast 
of  2 .0% (European Commission 2018 
Autumn forecast ) ,  but  st i l l  h igher  than the 
growth rates of  1.5% and -0.2% in 2016 
and 2017,  respect ive ly .  Unemployment 
was at  18.4% in December 2018,  f rom 
20.8 in  December 2017,  a  d i fference 
of  9.4ppts compared to i ts  peak of 
28% in July 2013.  Employment growth 
averaged 2.0% in 2018 from 2.2% in 
2017.  On the f iscal  f ront ,  according to 
the 2019 Budget ,  the pr imary surplus 
for  2018 is  est imated at  4.0% of  GDP, 
above the 3.5% target  of  the Enhanced 
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D I R E C T O R S ’  R E P O R T

Post  Programme Survei l lance framework 
for  Greece.  Publ ic  debt  is  est imated at 
180.4% of  GDP at  the end of  2018.  The 
t imely conclusion of  the Third Economic 
Adjustment Programme and the launching 
of  Enhanced Post  Programme Survei l lance, 
a long with improved economic and f iscal 
performance and publ ic  sector ’s  arrears 
c learance contr ibuted to a  s igni f icant 
reduct ion of  uncerta inty .  As a resul t  the 
country enjoyed a ser ies of  credi t  rat ing 
upgrades and a successfu l  issuance of  a 
7-year  bond in  February 2018.

KEY FINANCIALS 

Review of  f inancial  statements 2018

Balance Sheet 
The Bank’s  tota l  assets at  year-end 2018 
were a lmost  stable ( -0.4%) compared to 
2017 and amounted to EUR 2 327.2mn. 
In  a  further  breakdown of  the tota l  assets , 
the Loans and advances to customers 
have increased by 8% to EUR 1 621.2mn 
which resul ted in  a  decrease of  the Loans 
to inst i tut ions ( inc luding Centra l  Bank) 
by 18.8% to EUR 581.8mn.  On the other 
hand customer deposits  at  year-end 2018 
increased by 6% compared to 2017,  f rom 
EUR 1 102.5mn to EUR 1 167.3mn. 

The tota l  capi ta l  base stands at  EUR 249 
mi l l ion (a l l  Tier  1)

Income Statement
The Bank’s  net  prof i t  af ter  taxat ion for 
the f inancia l  year  2018 increased by 3% 
compared to 2017 and amounted to EUR 
13.8mn.  The main i tems contr ibut ing to 
th is  better  performance is  the Net  Interest 
Income which has increased by 5% from 
EUR 25.1mn in  2017 to EUR 26.4mn in 
2018 and the Net  Commission income 
which has increased by 9% compared to 

2017 and amounted to EUR 8.6mn.  The 
above increased prof i tabi l i ty  has been 
part ia l ly  offset  by the increase of  the 
General  Administrat ive Expenses by 9% 
from EUR 17.0mn in  2017 to EUR 18.5mn 
in  2018.

DISTRIBUTION OF PROFITS 

The Board of  Directors proposes that 
the 2018 annual  accounts are approved, 
and that  the Tota l  Net  Prof i t  avai lable for 
d istr ibut ion be appropr iated as fo l lows:

Profit for the financial 
year 31/12/2018 EUR 13,809,894

Profit brought forward EUR 170,028,009

Interim Dividend EUR (30,000,000)

Total net profit available 
for distribution EUR 153,837,903

Allocation to Legal 
Reserve EUR  -

Allocation from Special 
Reserve EUR  (551,800)

Profit carried forward EUR 153,286,103

RESEARCH AND 
DEVELOPMENT ACTIVITIES

The Bank does not  carry out  research 
and development act iv i t ies beyond those 
which d irect ly  concern the conduct  ro l l -
out  of  i ts  operat ing model .
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TREASURY SHARES

During the per iod,  the Bank d id not  proceed 
to any acquis i t ion of  t reasury shares.

BRANCHES OF THE BANK

Dur ing  the  per iod ,  the  Bank  had a  branch 
w i t h  t h e  U n i t e d  K i n g d o m ,  w i t h  o f f i c e s 
located in  London.

RISK MANAGEMENT 
OVERVIEW 

The Board of  Directors considers Risk 
Management as an integral  part  of  the 
Bank’s  3- l ines-of  defence Model  that 
ensures sound and prudent  business 
management ,  inc luding the r isks inherent 
in  them:

The 1st  l ine of  defence consists  of 
the Business Units  (Pr ivate Banking, 
Corporate ,  Funds,  Treasury,  London 
Branch)  that  take or  acquire r isks under 
predef ined contro ls  and l imits ,  and carry 
out  the f i rst  level  of  contro ls  as descr ibed 
in  their  respect ive procedures.

The 2nd l ine of  defence is  formed by the 
Support  Funct ions (F inance/Account ing, 
IT ,  Back Off ice ,  Loans Administrat ion) ,  and 
the Contro l  Funct ions (Risk ,  Compl iance) 
which exercise independent  contro ls .

The 3rd l ine of  defence consists  of 
the Internal  Audit  Funct ion,  which 
independent ly ,  object ive ly  and cr i t ica l ly 
rev iews the funct ions of  the f i rst  2 l ines 
of  defence.

The a im is  to  ensure that  a l l  r isks assumed 
in  the context  of  the Bank’s  business 
are recognized instantaneously and are 
proper ly  managed.  We achieve th is  by fu l ly 
integrat ing r isk  management into dai ly 
business act iv i t ies and developing our 
business consistent ly  wi th a  def ined r isk 
appet i te ,  a l lowing us to achieve susta ined 
growth in  a  contro l led environment .

The strategy of  the Bank is  based on 
i ts  core act iv i t ies :  Pr ivate Banking, 
Investment Fund Administrat ion business, 
Treasury and General  Banking (Corporate 
Loan referra ls ,  Shipping Loans and London 
Branch) .  Our  Bank cont inuously ident i f ies 
the r isks inherent  in  i ts  operat ions and 
has adopted processes for  how they are 
to be managed.

The r isk  process a lso provides a c lear 
descr ipt ion of  the Bank’s  r isk  prof i le , 
which serves as the basis  for  the internal 
capi ta l  and l iquid i ty  adequacy assessment 
process.  These processes,  in  turn ,  are an 
evaluat ion based on capita l  and l iquid i ty 
needed to support  the Bank’s  overal l  r isk 
level  and business strategy.  The a im is  to 
ensure eff icient  use of  capi ta l  and l iquid i ty , 
and at  the same t ime ensure that  the 
Bank,  even in  adverse market  condit ions, 
wi l l  meet  the minimum legal  capi ta l  and 
l iquid i ty  requirements.

The system for  measurement of  r isks is  an 
essent ia l  part  of  r isk  management .  Market 
r isks are quant i f ied by using Value-at-Risk 
(VaR)  complemented by var ious types 
of  sensi t iv i ty  measures.  Credit  r isks are 
quant i f ied through the internal  rat ing 
system in combinat ion with assessments 
based on local  competence.  The Bank, 
in  d irect  compl iance with Group pol icies , 
has adopted an IFRS 9 Impairment 
methodology as of  1st  January 2018,  and 
calculates the Expected Credit  Loss of  i ts 
exposures,  and respect ive Provis ions,  for 
r isk  management and regulatory purposes 
only . 

IFRS 9 impairment methodology is 
not  appl ied for  the preparat ion of  the 
f inancia l  statements ,  which are prepared 
in  conformity with account ing pr incip les 
general ly  accepted in  the banking sector 
in  the Grand Duchy of  Luxembourg.  The 
account ing pol icies and the pr incip les 
of  va luat ion are determined and appl ied 
by the Board of  Directors ,  except  those, 
which are def ined by Luxembourg law and 
regulat ions.

L iquid i ty  r isks are monitored on a dai ly 
basis  by conduct ing stress tests on 
the possib i l i ty  of  s igni f icant  l iquid i ty 
outf lows and the ex istence of  adequate 
l iquid assets to  serv ice these.  Moreover , 
the Bank calculates on a monthly basis , 
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D I R E C T O R S ’  R E P O R T

and abides with ,  the regulatory L iquid i ty 
Coverage Rat io .  As a l l  r isks ,  operat ional 
r isks are evaluated on the basis  of  the 
l ike l ihood that  an event  wi l l  occur  and the 
f inancia l  consequence of  such an event . 

The Bank’s  r isk  appet i te  is  determined by 
the Board of  Directors ,  which a ims for  a 
balance between r isk/return and capita l . 
The r isk  appet i te  can be descr ibed in 
terms of  a  number of  overal l  statements. 
These statements appl ied and were 
honoured with minor  immater ia l  deviat ions 
in  2018,  and guided the r isk  and business 
posi t ioning of  the Bank.

The Bank has adopted a Risk Management 
Framework that  compl ies with the 
provis ions of  C ircular  CSSF 12/552,  as 
amended,  on “Centra l  administrat ion, 
internal  governance and r isk  management” .

The Bank is  a  member of  the Eurobank 
Group,  and to that  effect  a l l  speci f ic  Risk 
Pol icies must  abide by local  regulat ions, 
be approved by the Board of  Directors , 
but  a lso be compl iant  wi th Group Pol icies . 
As such,  and in  order  to  assist  the Board 
of  Directors in  approving the Bank’s  r isk-
tak ing and associated capita l  assessment , 
the Capita l ,  R isk and Liquid i ty  Pol icy ,  as 
wel l  as Credit  approval  l imits  and accepted 
col latera l ,  must  f i rst  be rat i f ied by the 
Group and then approved by the Board of 
Directors .

The degree of  contro l  and inf luence 
exercised by the headquarter  and 
the Group,  formal ly  or  informal ly ,  is 
effect ive in  ident i fy ing and mit igat ing 
r isks ,  as there are regular  contro ls  of 
a l l  of  the Bank’s  act iv i t ies ( inc luding 
Risk Management ,  Compl iance,  F inance, 
Investment Strategy and Products) .  Group 
standards are implemented and used in  a l l 
of  the act iv i t ies ( inc luding products and 
serv ices)  of  the Bank.

The Risk Management of  the Bank is  the 
responsib i l i ty  of  the Chief  R isk Off icer 
(CRO) ,  who is  a ided in  th is  funct ion by 
a dedicated Risk Department .  The Risk 
Department reports  to  the CRO,  and has 
a d irect  report ing l ine to Group Risk .  The 
remunerat ion of  the Department ’s  staff 
is  not  l inked to the performance of  the 
act iv i t ies monitored and contro l led.  The 
Bank’s  r isk  management funct ion covers 
the measures for  ear ly  ident i f icat ion of 
r isk ,  r isk  contro l  and r isk  monitor ing with 
regard to banking r isks .

The Bank has in  p lace a cont ingency p lan, 
where a l l  strategies and act ions are in 
p lace in  order  to  be able to  respond to any 
extreme adverse scenar io  coming from 
a f inancia l  turmoi l ,  Brex i t  and European 
Sovereign debt  cr is is .

GLOBAL ECONOMIC 
OUTLOOK FOR 2019

Global  growth is  set  to  s low in  2019 to 
3.5%, f rom 3.7% in 2018,  ref lect ing a 
negat ive carry over  f rom softer  momentum 
in H2 2018 and weakening f inancia l 
market  conf idence.  The balance of  r isks 
remains skewed to the downside.  Tighter 
g lobal  f inancia l  condit ions,  Brex i t  woes 
and h igher  o i l  pr ices are a l l  expected to 
contr ibute to a  further  easing of  the g lobal 
expansion,  carry ing a long a decelerat ion 
in  t rade growth,  wi th major  centra l  banks 
adopt ing a more caut ious monetary pol icy 
stance.  

The expected g lobal  s lowdown mirrors 
a  pers istent  decl ine in  the growth rate 
of  advanced economies from above-
trend levels  (part icu lar ly  in  Europe) , 
in  combinat ion with a  decl ine in  the 
growth rate for  emerging market  and 
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developing economies (s lowdown in  China, 
contract ions in  Argent ina and Turkey, 
negat ive impact  of  t rade act ions on Asian 
economies) .

In  the US ,  rea l  GDP growth is  projected to 
decelerate to 2.5% in 2019,  f rom 2.9% 
in 2018,  as the impulse from the f iscal 
st imulus gradual ly  wanes.  US President 
Donald Trump’s tax  p lan has not  t ranslated 
into a  susta ined investment increase,  wi th 
business f ixed investment expected to 
soften in  2019,  weighed down by trade 
pol icy-re lated worr ies and the effect  of 
ear l ier  Fed t ightening on interest  rate-
sensi t ive sectors .  Real  economic act iv i ty  is 
expected to be on the weak s ide in  the f i rst 
quarter  (Q1)  of  the year  due to the part ia l 
federal  government shutdown (expected 
to weigh on Q1 2019 GDP growth by about 
USD8bn or  0.2%),  the polar  vortex and 
the heightened uncerta inty about  trade 
pol icy .  Nevertheless,  the US economy 
is  expected to cont inue growing at  an 
above-trend pace in  FY 2019,  wi th pr ivate 
consumption expected to remain the main 
dr iver  of  growth,  whi le  t rade war f r ict ions 
and EU pol i t ics  (Brex i t ,  I ta ly)  const i tute 
the main headwinds to the out look. 
Strong domest ic  demand growth wi l l  l ike ly 
cont inue support ing r is ing imports and 
contr ibute to a  widening of  the US current 
account  def ici t .  As far  as monetary 
pol icy is  concerned,  easing g lobal  growth 
momentum, pol i t ica l  uncerta inty ,  US/China 
trade tensions,  t ighter  f inancia l  condit ions 
and muted inf lat ion pressures prompted 
the Fed to shi f t  to  a  wait -and-see stance 
at  i ts  January meet ing.  Fed’s  future 
pol icy decis ions wi l l  be data-dependent , 
wi th “no rush to make a judgment about 
changes in  pol icy” ,  whi le  the balance 
sheet  normal izat ion process is  expected 
to pause somet ime later  in  2019.

Faced with mult ip le  headwinds,  both 
external ly  and internal ly ,  Euro area 
economic growth is  set  to  s low further 
in  2019 to a  below potent ia l  rate c lose 
to 1.0%. Pr ivate consumption should 
remain the main growth dr iver ,  supported 
by cont inuing employment gains ,  a 
p ickup in  wage growth,  favourable 
lending condit ions and expansionary 
f iscal  measures in  a  number of  Member-
States.  Business investment should 
reta in a  sol id  momentum, thanks to st i l l 
favourable f inancing condit ions.  Yet , 

external  demand wi l l  s low on l inger ing 
trade pol icy uncerta inty and pol i t ica l 
tensions,  thereby causing decelerat ion in 
investment and a d iminishing contr ibut ion 
of  net  t rade to growth.  Headl ine CPI  is 
projected to moderate to 1.4%YoY,  main ly 
dr iven by lower energy pr ices,  whi le 
under ly ing inf lat ion is  expected to r ise 
to 1.2%YoY,  as favourable labour market 
developments should remain support ive 
of  so l id  wage growth.  In  terms of  monetary 
pol icy ,  the ECB surpr ised markets on the 
dovish s ide at  the March 2019 monetary 
pol icy meet ing,  unvei l ing a comprehensive 
package of  pol icies a iming to counter 
the Euro area’s  economic s lowdown and 
preserve very accommodat ive f inancia l 
condit ions.  The package consisted of  a  new 
ser ies of  quarter ly  TLTRO I I I  operat ions and 
a change in  forward guidance with the ECB 
now expect ing interest  rates to remain at 
present  levels  at  least  through to the end 
of  2019.  On the f iscal  f ront ,  the headl ine 
general  government def ici t  is  expected to 
increase to 0.8% in 2019,  f rom 0.6% of 
GDP in  2018,  mark ing the f i rst  increase 
s ince 2009,  due to looser  d iscret ionary 
f iscal  pol icies in  some Member-States th is 
year.  R isks to the 2019 growth out look are 
skewed to the downside main ly  stemming 
from a further  escalat ion in  the trade 
dispute and a no-deal  Brex i t .

Greece’s  rea l  GDP growth is  expected at 
2.2% in 2019 according to the most  recent 
forecast  by the European Commission 
(February 2019) .  Unemployment is 
expected at  18.2% according to the 
European Commission’s  2018 Autumn 
Forecast .  The 2019 Budget  foresees the 
2019 pr imary f iscal  balance at  3.6% of 
GDP,  against  a  target  of  3.5% of  GDP in  the 
Enhanced Post  Programme Survei l lance.

BUSINESS OUTLOOK 2018

Eurobank Group is  act ive in  f ive countr ies , 
wi th tota l  assets of  €58 bi l l ion and 
over  13,000 employees,  offer ing a 
comprehensive range of  f inancia l  products 
and serv ices to i ts  reta i l  and corporate 
customers.  Eurobank is  one of  the four 
systemic banks in  Greece and has a 
regional  presence in  Bulgar ia ,  Serbia , 
Cyprus,  Luxembourg and London.
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D I R E C T O R S ’  R E P O R T

In  2018 Eurobank group met i ts  strategic 
and operat ional  targets .  Prof i tabi l i ty 
was resi l ient ,  asset  qual i ty  and l iquid i ty 
improved,  whi le  the Group embarked into 
a  hol ist ic  t ransformat ional  p lan.  2019 
wi l l  be a landmark year  for  Eurobank.  The 
execut ion of  the transformat ion p lan is  on 
track and i t  is  of  major  importance,  as i t  wi l l 
enhance the Group’s  posi t ion and produce 
substant ia l  benef i ts  to  shareholders and 
customers.

Luxembourg is  the premier  pr ivate banking 
centre in  the Eurozone and the second 
largest  fund centre in  the wor ld .  The 
success of  the f inancia l  centre is  founded 
on the socia l  and pol i t ica l  stabi l i ty  of 
the Grand Duchy,  i ts  AAA rat ing and on 
a modern legal  and regulatory f ramework 
that  is  cont inuously updated,  inspired 
by regular  consultat ion between the 
government ,  the legis lator  and the pr ivate 
sector.  This  legal  f ramework ,  combined 
with Luxembourg’s  openness to the wor ld 
and strategic  locat ion,  has attracted 
internat ional  banks,  insurance companies, 
investment fund promoters and specia l ist 
serv ice providers .  The Luxembourg 
f inancia l  centre is  character ised by a 
strong cul ture of  investor  protect ion and 
r igorous ant i  money- launder ing pol icies . 
I ts  specia l ist  teams are mult i l ingual 
and mult icu l tura l ,  wi th a  long tradi t ion 
of  f inancia l  expert ise and extensive 
knowledge of  the needs of  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 wor ld . 

On the UK front ,  the next  two years wi l l 
be chal lenging for  the UK,  as Brex i t 
negot iat ions and implementat ion wi l l  have 
a s igni f icant  impact  on the country and 
especia l ly  London as a g lobal  f inancia l 
centre .  The Bank is  d i rect ly  impacted by 
the UK’s  decis ion to withdraw from the 
EU (Brex i t ) ,  g iven i ts  UK presence v ia  the 
London Branch.  To th is  effect ,  the Branch 

has entered into the UK’s  Temporary 
Permissions Regime as of  11 March 2019, 
thus a l lowing i t  to  extend i ts  current 
l icenses granted under the EU Passport ing 
regime,  for  a  per iod of  up to 3 years , 
whi le  in  the meant ime seeking permanent 
author izat ion by UK regulators .  The Branch 
is  wi th in the PRA’s r isk  appet i te ,  and there 
is  no need to turn i t  into a  subsid iary . 
Moreover ,  the Bank has appl ied for  a 
Third Country Branch License to SSM/
CSSF,  submitt ing a fu l l  Business Plan for 
the per iod 2019-2021.  Post-Brex i t ,  the 
Branch is  projected to mainta in the s imple 
nature of  i ts  operat ions;  that  centers 
most ly  on f inancing UK propert ies and 
attract ing deposits ,  thus requir ing l imited 
to no restructur ing.  The current  staff ing of 
the Branch is  deemed adequate,  a l ready 
complying with regulatory expectat ions. 
The Branch is  expected to remain prof i table 
throughout  the projected 3-year  per iod.

Overal l ,  our  Bank is  enter ing 2019 
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  t h r e e  y e a r s  o f 
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 
Management ,  and Funds Administrat ion, 
as  we l l  as  se lec ted  corpora te  ban k in g 
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 

12 Αnnual  Report  2018



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 ,  t h e  U K  a n d 
L u x e m b o u r g .  L u x e m b o u r g ’ s  s t r e n g t h 
a s  E u r o z o n e ’ s  t o p  P r i v a t e  B a n k i n g 
centre ,  combined wi th  London ’s  g loba l 
r e a c h ,  a f f o r d  o u r  c l i e n t s  a c c e s s  t o  a n 
especia l ly  broad realm of  possib i l i t ies .

Whi le  increased regulat ion,  d iminishing 
margins and l inger ing negat ive EUR 
interest  rates remain key chal lenges for 
most  banks in  Europe,  our  p lan for  2019 
bui lds on our  part icu lar  strengths and 
n iche advantages to grow our  business 
and prof i tabi l i ty ,  whi le  making our  Bank 
even stronger.  More speci f ica l ly ,  our 
efforts  for  the current  year  wi l l  focus in 
s ix  main d irect ions:

( i )  We intend to attract  more c l ients and 
funds under management through 
our  exc lus ive and innovat ive offer ing, 
our  broad geographical  footpr int 
and our  expanding re lat ionship and 
referra l  network .

( i i )  We wi l l  cont inue to act ive ly  evolve 
our  Wealth Management and Fami ly 
Off ice serv ices so that  we offer  our 
c l ients solut ions that  are opt imal  and 
a lways up-to-date with the markets 
and the regulatory environment .

( i i i )  Lending wi l l  a lso remain a key area 
of  growth,  where bespoke investment 
and real  estate loans in  pr ivate 
and commercia l  banking,  as wel l  as 
selected shipping loans wi l l  deepen 

our  c l ient  re lat ionships and increase 
and divers i fy  our  asset  prof i tabi l i ty . 
As in  past  years ,  conservat ive 
col latera l  standards wi l l  be appl ied 
throughout  th is  act iv i ty ,  as per  the 
deta i led metr ics set  in  our  Risk 
Pol icy .

( iv )  Our  d ig i ta l  p lat form wi l l  be expanded 
throughout  the year ,  improving the 
overal l  serv ice and communicat ion 
exper ience for  our  c l ients ,  whi le 
further  streaml in ing and automat ing 
the Bank’s  operat ions.

(v )  We wi l l  cont inue improving our 
operat ional  eff iciency and reduce 
the Bank’s  costs through process 
automat ions,  systems integrat ion 
and opt imizat ion of  our  premises. 

(v i )  We wi l l  fo l low through with our  p lans 
for  a  smooth transi t ion of  our  London 
Branch to the post-Brex i t  era .

(v i i )  F inal ly ,  we wi l l  cont inue with the 
d i l igent  implementat ion of  the 
regulatory changes becoming 
effect ive throughout  2019,  whi le 
thoroughly addressing their  impact 
on our  business,  systems and 
operat ions.

On behal f  of  the Board of  Directors ,  we 
would l ike to  express to our  customers 
our  deep appreciat ion for  their  loyal ty 
to  the Bank and to the management 
and personnel  our  grat i tude for  their 
enthusiasm,  consistency and dedicat ion. 

29 May 2019

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
Eurobank Private Bank Luxembourg S.A.
5,  rue Jean Monnet
L-2180 Luxembourg 

REPORT OF THE REVISEUR 
D’ENTREPRISES AGREE

Report  on the audit  of  the annual 
accounts

Opinion
W e  h a v e  a u d i t e d  t h e  a n n u a l  a c c o u n t s  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 ” ) ,  w h i c h  c o m p r i s e  t h e  b a l a n c e 
s h e e t  a s  a t  3 1  D e c e m b e r  2 0 1 8 ,  a n d  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  y e a r  t h e n 
ended ,  and notes  to  the  annua l  accounts , 
i n c l u d i n g  a  s u m m a r y  o f  s i g n i f i c a n t 
account ing pol ic ies .

I n  o u r  o p i n i o n ,  t h e  a c c o m p a n y i n g  a n n u a l 
a c c o u n t s  g i v e  a  t r u e  a n d  f a i r  v i e w  o f  t h e 
f i n a n c i a l  p o s i t i o n  o f  t h e  B a n k  a s  a t  3 1 
D e c e m b e r  2 0 1 8 ,  a n d  o f  t h e  r e s u l t s  o f 
i t s  o p e r a t i o n s  f o r  t h e  y e a r  t h e n  e n d e d  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  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 
preparat ion and presentat ion of  the annual 
accounts .

Basis for  Opinion
W e  c o n d u c t e d  o u r  a u d i t  i n  a c c o r d a n c e 

w i t h  t h e  E U  R e g u l a t i o n  N °  5 3 7 / 2 0 1 4 , 
t h e  L a w  o f  2 3  J u l y  2 0 1 6  o n  t h e  a u d i t 
p r o f e s s i o n  ( “ L a w  o f  2 3  J u l y  2 0 1 6 ” )  a n d 
w i t h  I n t e r n a t i o n a l  S t a n d a r d s  o n  A u d i t i n g 
( “ ISAs”)  as adopted for  Luxembourg by the 
“ 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 ” ) .  O u r  r e s p o n s i b i l i t i e s 
u n d e r  t h e  E U  R e g u l a t i o n  N °  5 3 7 / 2 0 1 4 , 
t h e  L a w  o f  2 3  J u l y  2 0 1 6  a n d  I S A s  a r e 
further  descr ibed in  the «  Responsib i l i t ies 
o f  “ 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 
aud i t  o f  the  annua l  accounts  »  sec t ion  o f 
our  report .  We are a lso independent  of  the 
Bank  in  accordance wi th  the  In ternat iona l 
E t h i c s  S t a n d a r d s  B o a r d  f o r  A c 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 
Accountants ( “ IESBA Code”)  as adopted for 
Luxembourg by the CSSF together  with the 
e t h i c a l  r e q u i r e m e n t s  t h a t  a r e  r e l e v a n t  t o 
our  audit  of  the annual  accounts ,  and have 
f u 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  t h o s e  e t h i c a l  r e q u i r e m e n t s .  W e 
b e l i e v e  t h a t  t h e  a u d i t  e v i d e n c e  w e  h a v e 
o b t a i n e d  i s  s u f f i c i e n t  a n d  a p p r o p r i a t e  t o 
provide a basis  for  our  opin ion.

Key audit  matters
Key audi t  matters  are  those matters  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 
a c c o u n t s  o f  t h e  c u r r e n t  p e r i o d .  T h e s e 
m a t t e r s  w e r e  a d d r e s s e d  i n  t h e  c o n t e x t 
o f  t h e  a u d i t  o f  t h e  a n n u a l  a c c o u n t s  a s  a 
whole ,  and in  forming our  opin ion thereon, 
and we do not  prov ide  a  separate  op in ion 
on these matters .
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V a l u a t i o n  o f  l o a n s  a n d  a d v a n c e s  t o 
customers (value adjustment process)

Descript ion

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  a r e 
one of  the s ign i f icant  i tems on the Bank ’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  7 0 %  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 
operat ions  pr imar i ly  cons is t  o f  corporate 
loans that  are focused on companies,  which 
a r e  a l r e a d y  c u s t o m e r s  o f  t h e  E u r o b a n k 
Group and loans to Pr ivate Banking c l ients 
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  a n d / o r  f i n a n c i a l 
s e c u r i t i e s .  6 4 %  o f  l o a n s  t o  c u s t o m e r s 
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 
Letter  of  Guarantee (LG)  and/or  Pledge on 
F u n d i n g  ( P F )  b y  E u r o b a n k  E r g a s i a s  S . A . 
( t h e  “ P a r e n t  B a n k ” )  3 6 %  o f  t h e  B a n k ’ s 
loan  por t fo l io  i s  therefore  re ta ined  at  the 
Bank’s  own credi t  r isk .

T h e  m a j o r i t y  o f  B a n k ’ s  b o r r o w e r s  a r e 
e x p o s e d  t o  t h e  G r e e k  a n d  U K  s p e c i f i c 
s e c t o r  c o n d i t i o n 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  s u b s t a n t i a l l y  w o r s e n  t h e 
qual i ty  of  credi t  and in  part icu lar  those not 
covered by LG or  PF.

The  ident i f i ca t ion  o f  an  impa i rment  event 
and the determinat ion of  speci f ic  va luat ion 
a l l o w a n c e s  i n v o l v e  s i g n i f i c a n t  e s t i m a t i o n 
u n c e r t a i n t y  a n d  d i s c r e t i o n a r y  p o w e r 
r e s u l t i n g  f r o m  t h e  b o r r o w e r ' s  f i n a n c i a l 
pos i t ion and performance,  as  wel l  as  f rom 
the va luat ion of  co l latera l  and the amount 
and t iming of  expected future payments.

F o r  t h i s  r e a s o n ,  w e  i d e n t i f i e d  t h e 
d e t e r m i n a t i o n  o f  i m p a i r m e n t  o n  l o a n s  t o 
c o r p o r a t e  c u s t o m e r s  a n d  i n s t i t u t i o n a l 
c l ients as a part icu lar ly  s igni f icant  issue in 
the Bank's  f inancia l  statements.

The Bank ’s  d isc losures  on  the  account ing 
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 area of 
focus

O u r  a u d i t  a p p r o a c h  i n c l u d e d  a u d i t 
procedures re lat ing to  the Bank 's  interna l 
c o n t r o l  s y s t e m  f o r  i d e n t i f y i n g  a n d 

q u a n t i f y i n g  a  n e e d  f o r  v a l u e  a d j u s t m e n t , 
as wel l  as substant ive audit  procedures on 
impaired and unimpaired receivables.

O u r  a u d i t  p r o c e d u r e s  r e l a t i n g  t o  t h e 
B a n k ' s  i n t e r n a l  c o n t r o l  s y s t e m  f o c u s e d 
o n  k e y  c o n t r o l s  w i t h i n  t h e  f r a m e w o r k  o f 
the  cred i t  approva l  and  cred i t  mon i tor ing 
p r o c e s s ,  a s  w e l l  a s  t h e  i d e n t i f i c a t i o n  o f 
i m p a i r e d  a s s e t s  a n d  t h e  d e t e r m i n a t i o n 
o f  t h e  n e c e s s a r y  v a l u e  a d j u s t m e n t 
requ i rements ,  wh ich  were  tested  for  the i r 
design,  implementat ion and ef fect iveness.

W e  a n a l y s e d  t h e  B a n k ' s  l e n d i n g  a n d 
m o n i t o r i n g  p r o c e s s  b y  c o n d u c t i n g 
interv iews with the responsib le  employees 
a n d  i n s p e c t e d  a n d  a n a l y s e d  t h e  i n t e r n a l 
guidel ines and examined whether  they were 
su i tab le  fo r  ident i fy ing  the  inherent  r i sks 
and der iv ing appropr iate r isk  provis ions in 
the form of  va lue adjustments .

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  a u d i t  p r o c e d u r e s  w e r e 
performed:

 — O v e r a l l  a n a l y t i c a l  p r o c e d u r e s  o f  t h e 
p o r t f o l i o  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  c o m p a r i s o n  t o  p r i o r 
y e a r s  t o  i d e n t i f y  t r e n d s  a n d  a r e a s  o f 
part icu lar  r isk .

 — F o r  a  s a m p l e  o f  r e f e r r e d  l o a n s , 
obta in ing evidence on the ex istence and 
accuracy of  respect ive co l latera ls  (e .g . 
p ledged  fund ing ,  l e t te r  o f  guarantees , 
e tc . )  prov ided by  the  Parent  Bank  and 
a s s e s s i n g  t h e  c r e d i t w o r t h i n e s s  o f  t h e 
Parent  Bank to honour i ts  commitments 
towards the Bank.

 — Credi t  r isk  assessment  for  a  sample of 
own credi t  r isk  loan port fo l io ,  rev iewing 
t h e  c l i e n t s ’  f i l e s ,  t h e  l a t e  p a y m e n t 
r e p o r t s ,  t h e  r e l e v a n t  a g r e e m e n t s 
a n d  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 
under ly ing col latera ls . 

 — A s s e s s i n g  t h e  i m p a i r m e n t  a l l o w a n c e s 
f o r  a l l  i n d i v i d u a l l y  i m p a i r e d  l o a n s  a n d 
advances. 

 — Considering the adequacy of disclosures 
in the annual  accounts of  the Bank with 
r e f e r e n c e  t o  t h e  r e q u i r e m e n t s  o f  t h e 
prevai l ing accounting standards.
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A U D I T  R E P O R T

Other information

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 
stated in  the management report  but  does 
n o t  i n c l u d e  t h e  a n n u a l  a c c o u n t s  a n d  o u r 
r e p o r t  o f  “ 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 ” 
thereon.

Our  op in ion  on  the  annua l  accounts  does 
n o t  c o v e r  t h e  o t h e r  i n f o 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  connect ion wi th  our  audi t  o f  the annual 
a c c o u n t s ,  o u r  r e s p o n s i b i l i t y  i s  t o  r e a d 
t h e  o t h e r  i n f o r m a t i o n  a n d ,  i n  d o i n g  s o , 
c o n s i d e r  w h e t h e r  t h e  o t h e r  i n f o r m a t i o n 
is  mater ia l ly  incons is tent  w i th  the  annua l 
a c c o u n t s  o r  o u r  k n o w l e d g e  o b t a i n e d  i n 
t h e  a u d i t  o r  o t h e r w i s e  a p p e a r s  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  t h e 
w o r k  w e  h a v e  p e r f o r m e d ,  w e  c o n c l u d e 
t h a t  t h e r e  i s  a  m a t e r i a l  m i s s t a t e m e n t  o f 
th is  o ther  in format ion  we  are  requ i red  to 
report  th is  fact .  We have nothing to report 
in  th is  regard.

Responsibi l i t ies of  the Board of 
Directors 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 
f o r  t h e  p r e p a r a t i o n  a n d  f a i r  p r e s e n t a t i o 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 
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  p r e p a r a t i o n 
and  presenta t ion  o f  the  annua l  accounts , 
and for  such internal  contro l  as  the Board 
o f  D i r e c t o r s  d e t e r m i n e s  i s  n e c e s s a r y  t o 
enable the preparat ion of  annual  accounts 
that  are  f ree  f rom mater ia l  misstatement , 
whether  due to f raud 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  cont inue as 
a  going concern,  d isc los ing,  as appl icable , 

matters re lated 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 
in tends  to  l iqu idate  the  Bank  or  to  ce as e 
operat ions ,  or  has  no  rea l is t ic  a l ternat ive 
but  to  do so.

Responsibi l i t ies of  the Réviseur 
d’Entrepr ises agréé for  the audit  of  the 
annual  accounts

T h e  o b j e c t i v e s  o f  o u r  a u d i t  a r e  t o  o b t 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 c c o u n t s  a s  a  w h o l e  a r e  f r e 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 
r e p o r t  o f  “ 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 ” 
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  i s  a  h i g h  l e v e l  o f  a s s u r a n c e , 
b u t  i s  n o t  a  g u a r a n t e e  t h a t  a n  a u d i t 
c o n d u c t e d  i n  a c c o r d a n c e  w i t h  t h e  E U 
R e g u l a t i o n  N °  5 3 7 / 2 0 1 4 ,  t h e  L a w  o f 
2 3  J u l y  2 0 1 6  a n d  w i t h  I S A s  a s  a d o p t e d 
f o r  L u x e m b o u r g  b y  t h e  C S S F  w i l l  a l w a y s 
d e t 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 f rom 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 , 
indiv idual ly  or  in  the aggregate,  they could 
r e a s o n a b l y  b e  e x p e c t e d  t o  i n f l u e n c e  t h e 
economic  dec is ions  of  users  taken on the 
basis  of  these annual  accounts .

As part  of  an audit  in  accordance with the 
E U  R e g u l a t i o n  N °  5 3 7 / 2 0 1 4 ,  t h e  L a w  o f 
2 3  J u l y  2 0 1 6  a n d  w i t h  I S A s  a s  a d o p t e d 
for  Luxembourg by the CSSF,  we exerc ise 
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 k 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:

1.  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 rocedures  respons ive  to  those  r i s k s , 
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 n t  a n d  a p p r o p r i a t e  t o  p r o v i d e 
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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  detect ing  a  mater ia l  misstatement 
resu l t ing  f rom f raud is  h igher  than  for 
one resu l t ing  f rom error ,  as  f raud may 
i n v o l v e  c o l l u s i o n ,  f o r g e r y ,  i n t e n t i o n a l 
o m i s s i o n s ,  m i s r e p r e s e n t a t i o n s ,  o r  t h e 
overr ide of  internal  contro l .

2 .  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 
c o n t r o l  r e l e v a n t  t o  t h e  a u d i t  i n  o r d 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 r o p r i a t e  i n  t h e  c i r c u m s t a n c e s ,  b u t 
n o t  f o r  t h e  p u r p o s e  o f  e x p r e s s 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  contro l .

3 .  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  Directors .

4.  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 
B o a r d  o f  D i r e c t o r s ’  u s e  o f  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  a n d , 
based on  the  aud i t  ev idence obta ined , 
w h e t h e r  a  m a t e r i a l  u n c e r t a i n t y  e x i s 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  t o  c o n t i n u e  a s  a  g o i n g 
concern.  I f  we conclude that  a  mater ia l 
u n c e r t a i n t y  e x i s t s ,  w e  a r e  r e q u i r e d 
t o  d r a w  a t t e n t i o n  i n  o u r  r e p o r t  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 ”  t o 
t h e  r e l a t e d  d i s c l o s u r e 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 
inadequate ,  to  modi fy  our  op in ion .  Our 
c o n c l u s i o n s  a r e  b a s e d  o n  t h e  a u d i t 
ev idence obtained up to the date of  our 
r e p o r t  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 ” .  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  B a n k  t o 
cease to cont inue as a going concern.

5.  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  under ly ing  t ransact ions 
a n d  e v e n t s  i n  a  m a n n e r  t h a t  a c h i e v e s 
fa i r  presentat ion.

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 t h  g o v e r n a n c e  r e g a r d i n g ,  a m o n g  o t h e r 
mat ters ,  the  p lanned scope and  t iming  o f 
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 n y  s i g n i f i c a n t  d e f i c i e n c i e s  i n 
internal  contro l  that  we ident i fy  dur ing our 
audit .

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 
a n n u a l  a c c o u n t s  o f  t h e  c u r r e n t  p e r i o d 
a n d  a r e  t h e r e f o r e  t h e  k e y  a u d i t  m a t t e r s . 
W e  d e s c r i b e  t h e s e  m a t t e r s  i n  o u r  r e p o r t 
un less  law or  regu la t ion  prec ludes  pub l i c 
d isc losure about  the matter .

 — R e p o r t  o n  o t h e r  l e g a l  a n d  r e g u l a t o r y 
requirements

W e  h a v e  b e e n  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 ”  b y  t h e  G e n e r a l 
Meet ing  of  the  Shareho lders  on  13 March 
2018 and the durat ion of  our  uninterrupted 
engagement ,  inc lud ing  prev ious  renewa ls 
and reappointments ,  is  1 year .

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 r d a n c e  w i t h  a p p l i c a b l e 
legal  requirements.

W e  c o n f i r m  t h a t  t h e  p r o h i b i t e d  n o n - a u d i t 
serv ices  re fer red  to  in  the  EU Regu la t io n 
No 537/2014 were  not  prov ided and that 
w e  r e m a i n e d  i n d e p e n d e n t  o f  t h e  B a n k  i n 
conduct ing the audit .

Luxembourg,  29 May 2019 KPMG Luxembourg
 Société coopérat ive
 Cabinet  de révis ion agréé

 M.  Weber
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ASSETS Note(s)
2018

EUR
2017
EUR

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

3.2,4 116,473,012 76,766,194

Loans and advances to credit institutions

- repayable on demand 2.3, 3.2, 6 66,968,571 91,309,500

- other loans and advances 2.3, 3.2, 6 398,398,198 548,348,816

465,366,769 639,658,316

Loans and advances to customers 2.3, 3.2,6 1,621,156,990 1,505,053,554

Bonds and other fixed-income transferable securities:

- issued by other borrowers 2.4, 3.2, 5.1, 5.3, 5.4,7 91,500,000 91,510,000

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

Shares in affiliated undertakings 2.5, 3.2, 5.2,7 8,741,743 104

Intangible assets 2.7,7 1,602,919 1,034,614

Tangible assets 2.7,7 795,923 842,002

Other assets 6 159,238 139,794

Prepayments and accrued income 21,366,122 20,870,853

Total assets 2,327,167,674 2,335,880,389

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 8
(expressed in euro)

The accompanying notes form an integral part of these annual accounts.
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LIABILITIES Note(s)
2018

EUR
2017
EUR

Amounts owed to credit institutions:

- repayable on demand 3.2,6 957,860 23,949,387

- with agreed maturity dates or periods of notice 3.2,6 880,325,407 915,571,063

881,283,267 939,520,450

Amounts owed to customers:

- other debts

 • repayable on demand 3.2,6 769,690,442 745,363,421

 • with agreed maturity dates or periods of notice 3.2,6 397,561,136 357,170,773

1,167,251,578 1,102,534,194

Other liabilities 1,590,856 742,540

Accruals and deferred income 3,882,086 5,583,938

Provisions:

- provisions for taxation 13,9 9,017,457 6,771,107

- other provisions 1,902,012 2,297,636

10,919,469 9,068,743

Subscribed capital 8,10 70,000,000 70,000,000

Reserves 9,10 38,402,515 37,519,650

Profit brought forward 10 140,028,009 157,508,573

Profit for the financial year 13,809,894 13,402,301

Total liabilities 2,327,167,674 2,335,880,389

The accompanying notes form an integral part of these annual accounts.
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Note(s)
2018

EUR
2017
EUR

Contingent Liabilities
of which:

12.1 15,018,784 16,411,908

- guarantees and assets pledged as collateral security 15,018,784 16,411,908

Commitments
of which:

12.2 707,101,481 642,859,814

- commitments arising from sale 
and repurchase transactions

456,926,762 497,830,698

Fiduciary Transactions 12.2 259,228,986 391,336,424

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 8
(expressed in euro)

The accompanying notes form an integral part of these annual accounts.
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Note(s)
2018

EUR
2017
EUR

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

13.1,13.2 55,627,438

574,573

56,451,304

571,841

Interest payable and similar charges 13.3 (29,277,194) (31,378,390)

Commissions receivable 13.1, 13.4 12,019,653 12,137,120

Commissions payable 13.5 (3,439,426) (4,256,149)

Net profit on financial operations 13.6 1,017,382 671,892

Other operating income 13.7 645,437 322,932

General administrative expenses

- staff costs 15 (11,064,497) (10,184,285)

of which:
• wages and salaries

• social security costs

of which: pension costs

- other administrative expenses

(9,146,924)

(1,616,818)

(1,123,645)

(7,442,424)

(8,383,406)

(1,477,395)

(1,004,968)

(6,766,561)

Value adjustments in respect of intangible  
and tangible assets

7 (804,734) (682,778)

Other operating charges 13.8 (829,730) (1,132,736)

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

(651,268) (253,085)

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

375,937 376,366

Tax on profit on ordinary activities 13.9 (2,366,680) (1,903,329)

Profit on ordinary activities after tax 13,809,894 13,402,301

Profit for the financial year 13,809,894 13,402,301

PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED DECEMBER 31, 2018
(expressed in euro)

The accompanying notes form an integral part of these annual accounts.
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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 
A S  AT  D E C E M B E R  3 1 ,  2 0 1 8

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 
Shareholders held on September 17,  2008 
reso lved  to  change the  name of  the  Bank 
to Eurobank EFG Pr ivate Bank 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 
G r o u p ,  t h e  n e w  c o o r d i n a t e d  s t a t u s  d a t e d 
S e p t e m b e r   1 8 ,   2 0 1 2  r e s o l v e d  t o  c h a n g e 
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  f i n a n c i a l 
s t a t e m e 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  f i n a n c i a l 
statements are avai lable .

E u r o b a n k  E r g a s i a s  S . A .  p r e p a r e s  t h e 
conso l ida ted  f inanc ia l  s ta tements  fo r  the 
l a r g e s t  b o d y  o f  u n d e r t a k i n g s  o f  w h i c h 
t h e  B a n k  f o r m s  p a r t  a s  a  s u b s i d i a r y 
undertak ing.
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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 
g e n e r a l l y  a c c e p t e d  i n  t h e  b a n k i n g  s e c t o r 
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 bas is  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 ida ted  bas is  fo r  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 
the spot  rate of  exchange prevai l ing on 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 
in  the prof i t  and loss account  on a pro-rata 
basis .

2.2.2 Forward transact ions
U n s e t t l e d  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 
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 
ra te  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  pro f 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 
g a i n s  o n  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 
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 transact ions
I n t e r e s t  i n c o m e  a n d  e x p e n s e  g e n e r a t e d 
f r o m  c u r r e n c y  s w a p  t r a n s a c t i o n s  a r e 
a c c r u 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  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 
payable  in  the  prof i t  and 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 
s h e e t  c a p t i o n  “ p r e p a y m e n t s  a n d  a c c r u e d 
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 
debts in  accordance with the c i rcumstances 
a n d  f o r  a m o u n t s  s p e c i f i e d  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  a p p r o p r i a t e  a s s e t 
account  balances.

2.4 Valuat ions 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 
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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:

2.4.1 I n v e s t m e n t  p o r t f o l i o  o f  f i n a n c i a l 
 f ixed assets

Th is  por t fo l io  compr ises  bonds  and  other 
f ixed- income transferable secur i t ies ,  which 
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  t h e  B a n k ’ s 
act iv i t ies .

Principle  of  valuat ion at  acquisi 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 
repayable  at  matur i ty ,  is  amort ised in  the 
p r o f i t  a n d  l o s s  a c c o u n t  o n  a  s t r a i g h t  l i n e 
bas is  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 t ransferab le  secur i t ies  hav ing  the 
character ist ics of  f inancia l  f ixed assets ,  at 
a  pr ice less than the amount  repayable  at 
matur i ty ,  is  accrued against  prof i t  and loss 
a c c o u n t  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 
per iod remaining unt i l  f ina 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 
a r e  t r a d e d  o n  a  m a r k e t  w h o s e  l i q u i d i t y 

c a n  b e  a s s u m e d  t o  b e  c e r t a i n  a n d  t h e i r 
m a r k e t  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 
th i rd  par t ies .  These  secur i t ies  are  va lued 
a t  t h e  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 
their  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 , 
are not  mainta ined i f  the reasons for  which 
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 
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 
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  p e r i o d 
remaining unt i l  f ina 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 ruc tura l  por t fo l io  a re 
b o o k e d  a t  t h e i r  p a r  a n d  s u b s e q u e n t l y 
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m e a s u r e d  a t  t h e  l o w e r  o f  c o s t  o r  M a r k e t 
va lue.

2.5 V a l u a t i o n  o f  v a r i a b l e  y i e l d 
transferable securit ies

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 
cont r ibute  to  the  ac t iv i ty  o f  the  company 
through a durable l ink .

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 
assets . 

By nature,  part ic ipat ing interests belong to 
the  investment  por t fo l io  o f  f inanc ia l  f i xed 
assets .  As at  December 31,  2018,  shares 
i n  a f f i l i a t e d  u n d e r t a k i n g s  a l s o  b e l o n g  t o 
the investment port fo l io .

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 
impairment ex ists  in  their  carry ing value at 
the balance sheet  date.

2.6 Sale and repurchase agreements
In  case of  sa le  and repurchase agreements , 
the  assets  t ransferred  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 i c h  u s e  i s  l i m i t e d  i n  t i m e  a r e 
d e p r e c i 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  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  p e r m a n e n t  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 
s u b j e c t  t o  v a l u e  a d j u s t m e n t s ,  r e g a r d l e s s 
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
Tang ib le  assets  are  used  by  the  Bank  for 
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  a s s e t s 
concerned.  The rates used for  th is  purpose 
are :

2018

%

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 
cred i ted or  charged to  interest  rece ivable 
or  payable in  the prof i t  and loss account .

Interest  rate swaps,  which are not  held for 
hedg ing  purposes ,  a re  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 
i n t o  f o r  h e d g i n g  p u r p o s e s  a r e  s u b j e c t  t o 
the pr inc ip le  of  symmetry with the hedged 
i tem.  Hedging inef f ic iencies are recognised 
in  pro f i t  o r  loss  when they  resu l t  in  a  net 
u n r e a l i s e d  l o s s .  T h e y  a r e  i g n o r e d  w h e n 
they resul t  in  a  net  unreal ised gain .

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.
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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 ab i l i t i es ,  the  premiums rece ived  or  pa id 
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 
opt ion,  i f  the opt ion is  not  exerc ised 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 a r k e d - t o - m a r k e t .  T h e  u n r e a l i s e d  l o s s e s 
are  booked in  the  prof i t  and  loss  account 
whereas unreal ised gains are ignored.

Opt ion  contracts  entered in to  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 
l o s s  a c c o u n t  i n  “ N e t  p r o f i t  o r  n e t  l o s s  o n 
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 
ar is ing  f rom the  eva luat ion  o f  the  hedged 
i tem (asset  or  l iab i l i ty )  is  accounted for  in 
the prof i t  or  loss  in  “Net  prof i t  or  net  loss 
o 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 
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 i s 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 .  These book ings are  presented in 
net  by compensat ion prof i t  or  loss ef fects .

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 FINANCIAL 
INSTRUMENTS

3.1 S t r a t e g y  i n  u s i n g  f i n a n c i a l 
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 
r a i s e d  a t  f i x e d  a n d  f l o a t i n g  r a t e s  a n d  f o r 
var ious per iods seek ing to  earn prof i tab le 
m a r g i n s  b y  i n v e s t i n g  t h e s e  f u n d s  i n  h i g h 
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 - te rm 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 
of  increasing interest  rates ,  the Bank a ims 
to  increase these marg ins  by  lend ing  and 
borrowing in  the short  term and by 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.
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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  who lesa 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 co l 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  o f  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 
r e p o r t s  a r e  c o m m u n i c a t e d  d a i l y  a m o n g s t 
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  respons ib 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 
potent ia l  decrease in  the fa i r  va lue of  f ixed 
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  l o c a l 
and fore ign currenc ies  us ing 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 Information on pr imary f inancial    

 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  p r imary  f inanc ia l  ins t 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  group ings  based on the 
remain ing per iod at  ba lance sheet  date to 
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 .  A d d i t i o n a 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 .

“ 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  par t  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 ,  in formed and wi l l ing part ies , 
other  than in  a  forced or  l iquidat ion sale .
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Figures as at December 31, 2018
Less than 
3 months

> 3 months 
to 1 year

> 1 year to
5 years

> 5 years Total

Instrument class
(financial assets)

Cash in hand, balances with central 
banks and post office banks 116,473,012 - - - 116,473,012

Loans & advances to credit institutions 465,366,769 - - - 465,366,769

Loans & advances to customers 535,494,761 368,094,827 471,453,085 246,114,317 1,621,156,990

Bonds and other fixed-income 
transferable securities - - - 91,500,000 91,500,000

Shares in affiliated undertaking 
and participating interests 8,746,701 - - - 8,746,701

Total financial assets 1,126,081,243 368,094,827 471,453,085 337,614,317 2,303,243,472

Non financial assets 23,924,202 - - - 23,924,202

Total Assets 1,150,005,445 368,094,827 471,453,085 337,614,317 2,327,167,674

Instrument class
(financial liabilities)

Amounts owed to credit institutions:

-  Repayable on demand 957,860 - - - 957,860

-  With agreed maturity dates 
or periods of notice 365,480,855 299,573,837 136,701,988 78,568,727 880,325,407

Amounts owed to customers:

-  Repayable on demand 769,690,442 - - - 769,690,442

-  Repayable at term or with notice 304,150,164 93,410,972 - - 397,561,136

Total financial liabilities 1,440,279,321 392,984,809 136,701,988 78,568,727 2,048,534,845

Non financial liabilities 278,632,829 - - - 278,632,829

Total liabilities 1,718,912,150 392,984,809 136,701,988 78,568,727 2,327,167,674

As at December 31, 2018, the Bank held no primary trading financial instruments.

3.2.1.1 Analysis of financial instruments - Primary non-trading instruments (at carrying amount - EUR)
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3.2  Analysis of  f inancial  instruments  
 (cont.)

3.2.1 Information on pr imary f inancial    
 instruments (cont . )

Figures as at December 31, 2017
Less than 
3 months

> 3 months 
to 1 year

> 1 year to
5 years

> 5 years Total

Instrument class  
(financial assets)

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

Loans & advances to credit institutions
639,658,316 - - - 639,658,316

Loans & advances to customers 632,532,248 492,648,671 302,773,211 77,099,424 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 1,348,961,820 492,648,671 302,773,211 168,609,424 2,312,993,126

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

Total Assets 1,371,849,083 492,648,671 302,773,211 168,609,424 2,335,880,389

Instrument class  
(financial liabilities)

Amounts owed to credit institutions:

Repayable on demand 23.949.387 - - - 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 745,363,421 - - - 745,363,421

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

Total financial liabilities 1,482,342,971 445,636,645 81,135,628 32,939,400 2,042,054,644

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

Total liabilities 1,776,168,716 445,636,645 81,135,628 32,939,400 2,335,880,389

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

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 inancial  instruments
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.

 • Interest rate swaps are commitments 
t o  e x c h a n g e  o n e  s e t  o f  c a s h  f l o w s  f o r 
a n o t h e r .  S w a p s  r e s u l t  i n  a n  e c o n o m i c 
exchange of  interest  rates ( for  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 
r e p r e s e n t i n g  a  c o n t r a c t  s o l d  b y  o n e 
p a r t y  ( 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 
(opt ion holder) .  The contract  of fers the 
buyer  the r ight ,  but  not  the  ob l igat ion , 
to  buy  (ca l l )  o r  se l l  (put )  a  secur i ty  o r 
other  f inancia l  asset  at  an agreed-upon 
pr ice ( the str ike pr ice)  dur ing a certa in 
p e r i o d  o f  t i m e  o r  o n  a  s p e c i f i c  d a t e 
(exerc ise date) .

3.2.1.3 Analysis  of  der ivat ive   
  f inancial  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 ,  i n to  re levant  matur i ty  g roup in gs 
based on the  remain ing per iod at  ba lance 
sheet  date to the contractual  matur i ty  date. 
The Bank held only OTC der ivat ive f inancia l 
instruments as at  December 31,  2018.

T h e  n o t i o n a l  a m o u n t s  o f  c e r t a i n  t y p e 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 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  ind icate  the Bank ’s  exposure to  credi t 
or  pr ice  r isks .  The   der ivat ive  inst ruments 
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 
unfavourab le  and ,  thus  the  aggregate  fa i r 

Derivatives non-trading instruments OTC as at December 31, 2018 (in EUR)

Nominal amounts Net fair value

Figures as at December 
31, 2018

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 330,133,769 587,642 - - 330,721,411 (357,273)

Options:  
- Options 4,336,980 - - - 4,336,980 (17,004)

Total 334,470,749 587,642 - - 335,058,391 (374,277)
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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.

3.3  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 
a n d  p o t e n t i a l  b o r r o w e r s  t o  m e e t  i n t e r e s 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 
ru les than those set  by the group based on 
care fu l  ana lys is ,  in terna l  po l i c ies  and  the 
market  environment .  The Bank has a c lear 
p rocedure  to  approve  “e l ig ib le ”  co l l a tera 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  a p p r o v e d 
col latera l . 

On  cur rency  and  in terest  ra te  swaps ,  the 
Bank’s  credi t  r isk  represents the potent ia l 
c o s t  t o  r e p l a c e  t h e  s w a p  c o n t r a c t s  i f 
c o u n t e r p a r t i e s  f a i l  t o  p e r f o r m  t h e i r 
o b l i g a t i o n .  T h i s  r i s k  i s  m o n i t o r e d  o n  a n 
ongoing basis  wi th reference to the current 
fa i r  va lue  and  the  l iqu id i ty  o f  the  market . 
T o  c o n t r o l  t h e  l e v e l  o f  c r e d i t  r i s k  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  l e n d i n g 
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 
exposure at  the balance sheet  date 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 

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)

The Bank held no exchange-traded derivative financia l instrument as at December 31, 2018.

31Eurobank Pr ivate Bank Luxembourg S.A.



N O T E S  T O  T H E  A N N U A L  A C C O U N T S 
A S  A T  D E C E M B E R  3 1 ,  2 0 1 8

the value of  the overal l  replacement cost .

The table below disc loses the level  of  credi t 
exposure on OTC der ivat ive instruments in 
t e r m s  o f  n o t i o n a l  a m o u n t s ,  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  c o u n t e r p a r t y 
based on internal  or  external  rat ings.

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 

Credit Risk Exposure on OTC derivative instruments (use of market risk method) as at December 31, 
2018 (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 186,095,896 245,867 1,860,959 2,106,826 - 2,106,826

C 39,276,216 - 392,762 392,762 - 392,762

Sub - total 1 2,499,588

Internal Rating:

- Customer & Fund

2 - - - - - -

4 105,012,618 186,655 1,050,126 1,236,781 - 1,236,781

Sub - total 2 1,236,781

TOTAL 3,736,369
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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 
t rue and fa i r  v iew of  the f inancia l  pos i t ion 
the tab les  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 .

3.3.3.1 G e o g r a p h i c  c r e d i t  r i s k 
concentrat ions ( in  EUR)
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 

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 - - - - - -

Sub - total 2 2,311,820

TOTAL 6,019,465

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

   

Geographic credit risk concentrations (in EUR)

Geographical zone  
(by country or zone)

Credits and other balance 
sheet items

OTC derivatives Commitments

2018 2017 2018 2017 2018 2017

Luxembourg 214,620,509 235,865,882 1,221,868 2,260,816 79,932,890 1,744,604

Other European
Monetary Union (EMU) 
countries

1,066,895,880 1,048,272,253 398,173 24,185 119,743,470 87,332,008

Other countries 909,348,947 955,853,093 2,116,328 3,734,464 50,498,360 55,952,504

Total 2,190,865,336 2,239,991,228 3,736,369 6,019,465 250,174,719 145,029,116

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  E U R 
2   4 4 4   7 7 6   4 2 4  a t  D e c e m b e r   3 1 ,   2 0 1 8 
( 2 0 1 7 :   E U R   2   3 9 1   0 3 9   8 0 9 )  o f  w h i c h 

E U R  3   7 3 6   3 6 9  ( 2 0 1 7 :  E U R   6   0 1 9   4 6 5 ) 
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.
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3 . 3 . 3 . 2  E c o n o m i c  s e c t o r  c r e d i t  r i s k 
concentrat ions ( 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  ins t ruments ,  fo r  both  on  and  o f f 
ba lance sheet  exposures ,  by geographica l 
locat ion and economic sector .

Economic sector

Credits and other balance 
sheet items

OTC derivatives Commitments

2018 2017 2018 2017 2018 2017

Credit institutions 570,510,230 735,603,040 2,499,588 3,707,645 - -

Households 48,354,861 54,005,828 14,913 51,004 7,430,631 15,235,314 

Investment funds 70,820,020 64,481,932 1,221,868 2,260,816 71,000,000 1,000,000 

Activity ancillary  
to financial intermediation 
and insurance

551,209,176 605,611,778 - - 42,373,231 71,682,982 

Non financial corporations 609,134,311 406,622,917 - - 114,946,176 42,339,859 

Governments - - - - - -

Central banks - - - - - -

Financial holding  
companies

133,877,429 155,306,854 - - 1,342,400 1,040,233 

Others 206,959,309 218,358,879 - - 13,082,281 13,730,728 

Total 2,190,865,336 2,239,991,228 3,736,369 6,019,465 250,174,719 145,029,116

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 
expected. 

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 
va lue  of  r isk  that  may be accepted ,  which 
is  monitored as deemed appropr iate .

The  Bank ’s  market  r i sk  repor t ing  and  t h e 
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  t h e  m a x i m u m  a m o u n t  t h a t  c o u l d  b e 
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 
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6-month  h is tory  o f  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 
currenc ies  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 currenc ies  in 
wh ich  the  Bank  has  mater ia l  in terest  ra te 
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 i sk  fac tors  cor respond 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

2018
ΕUR

2017
EUR

Cash in Hand 131,880 168,311

Mandatory Minimum 
Reserve

11,341,132 11,597,883

Other cash balances 105,000,000 65,000,000

Total 116,473,012 76,766,194

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 8  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   3 4 1   1 3 2  ( 2 0 1 7 : 
EUR 11 597 883) .

NOTE 5 TRANSFERABLE 
SECURITIES

5.1 Listed securit ies

Bonds and other 
fixed-income transferable 
securities:

2018
ΕUR

2017
EUR

- other issues 91.500.000 91.510.000

Total 91.500.000 91.510.000

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 
Euro  zone inc luded in  the  heading “bonds 
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  E U R  9 4   9 4 2   9 5 0 
(2017:  EUR 96 432 060) .

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 ruc tura l  por t fo l io 
as at  December 31,  2018.

As at  December 31,  2018,  a l l  t ransferable 
secur i t ies belong to the structura l  port fo l io 
of  the Bank.

5.2 Unl isted securit ies

2018
ΕUR

2017
EUR

Participating interests 4,958 4,958

Shares in affiliated  
undertakings

8,741,743 104

Total 8,746,701 5,062

O n  J a n u a r y  3 0 ,  2 0 1 8  t h e  B a n k  a c q u i r e d 
1 0 0 %  o f  t h e  s h a r e s  ( E U R  8   7 4 1   6 3 9 ) 
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o f  B H F  L u x  I m m o  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  5 3 4  r u e  d e  N e u d o r f ,  2 2 2 0 
L u x e m b o u r g ,  L u x e m b o u r g  a n d  w a s 
s u b s e q u e n t l y  r e n a m e d  t o  E R B  L u x  I m m o 
S . A .  A s  a t  D e c e m b e r  3 1 ,  2 0 1 8 ,  t h e 
u n a u d i t e d  s h a r e h o l d e r ’ s  e q u i t y  i s  E U R 
2  079  190 and the  resu l t  o f  the  f inanc ia l 
year  is  EUR 189 850.

5.3 Sale and Repurchase transactions
A s  a t  D e c e m b e r  3 1 ,  2 0 1 8 ,  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 
395 339 714 (2017:  EUR 465 807 325) .

NOTE 6 ASSETS AND 
LIABILITIES BALANCES 
WITH AFFILIATED 
UNDERTAKINGS

2018
ΕUR

2017
EUR

Assets

Loans and advances  
to credit institutions

401,349,658 479,193,853

Loans and advances  
to customers

606,715,203 653,220,985

Prepayments  
and Accrued Income

956,418 2,879,840

Other Assets 1,560 -

1,009,022,839 1,135,294,678

Liabilities

Amounts owed to credit 
institutions

881,181,901 938,888,762

Amounts owed  
to customers

23,103,176 23,083,691

Accruals and Deferred 
Income

853,440 903,646

Other Liabilities 195,506 167,225

905,334,023 963,043,324
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NOTE 8 SUBSCRIBED 
CAPITAL

The  author ised  and  pa id -up  share  cap i ta l 
o f  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 9 RESERVES

9.1 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  annua l  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 .

9.2 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.

9.3 Interim dividend
In  accordance with art ic le  20 of  the Art ic les 
of  Associat ion of  the Bank,  the meet ing of 
t h e  B o a r d  o f  D i r e c t o r s  d a t e d  N o v e m b e r 
1 2 ,  2 0 1 8  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 
30  000  000 which was paid on November 
29,  2018.

NOTE 10 CHANGES IN 
SHAREHOLDER’S EQUITY

The movements of  shareholders ’  equi ty  of 
the Bank may be summarized as fo l lows:

The appropriation of the 2017 result was approved by the Annual General Meeting of Shareholders on March 13, 2018.

Reserves

Subscribed
Capital  

EUR

Legal
Reserve

EUR

Special
Reserve

EUR

Total
Reserve

EUR

Profit 
brought 

forward EUR

Total 
EUR

Balance at  
December 31, 2017 70,000,000 7,000,000 30,519,650 37,519,650 157,508,573 265,028,223

Profit for the year ended  
December 31, 2017 - - - - 13,402,301 13,402,301

Appropriation of profit - - - - - -

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

Transfer to  
legal reserve - - - - - -

Transfer to  
special reserve - - 882,865 882,865 (882,865) -

Current year Profit - - - - 13,809,894 13,809,894

Balance at  
December 31, 2018 70,000,000 7,000,000 31,402,515 38,402,515 153,837,903 262,240,418
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NOTE 11 ASSETS AND 
LIABILITIES DENOMINATED 
IN FOREIGN CURRENCIES

2018
ΕUR

2017
EUR

Total assets in foreign 
currencies

374.513.015 358.176.136

Total liabilities in foreign 
currencies

385,626,702 381.020,175

760.139.717 739,196,311

NOTE 12 CONTINGENT 
LIABILITIES AND 
COMMITMENTS

12.1 Contingent l iabi l i t ies
As at  December  31,  2018 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 irect  subst i tutes for  credi t  and amount to 
EUR 15 018 784 (2017:  EUR 16 411 908) .

12.2 Other off  balance sheet    
 commitments 

2018
ΕUR

2017
EUR

Assets held on be-
half of third parties

3,293,790,383 3,961,301,457

Credits confirmed 
but not used

250,174,719 145,029,116

Repurchase agree-
ments

456,926,762 497,830,698

Forward foreign 
exchange transac-
tions

330,721,411 383,380,453

Fiduciary opera-
tions

259,228,986 391,336,424

Options 4,336,980 2,082,569

4,595,179,241 5,380,960,717

12.3 Deposit  Guarantee Scheme
T h e  l a w  r e l a t e d  t o  t h e  r e s o l u t i o n , 
r e o r g a n i s a t i o n  a n d  w i n d i n g - u p  m e a s u r e s 
o f  c r e d i t  i n s t i t u t i o n s  a n d  c e r t a i n 
investment f i rms and on deposit  guarantee 
and investor  compensat ion schemes ( “ the 

Law”) ,  t ransposing into Luxembourgish law 
t h e  d i r e c t i v e  2 0 1 4 / 5 9 / E U  e s t a b l i s h i n g  a 
f ramework for  the recovery and resolut ion 
o f  c r e d i t  i n s t i t u t i o n s  a n d  i n v e s t m e n t 
f i r m s   a n d  t h e  d i r e c t i v e  2 0 1 4 / 4 9 / E U 
re lated to  depos i t  guarantee and investor 
compensat ion schemes,  was passed on 18 
December 2015.

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  t h r o u g h  t h e 
“Assoc ia t ion  pour  la  Garant ie  des  Dépôts 
L u x e m b o u r g ”  ( A G D L )  w a s  r e p l a c e d  b y  a 
new contr ibut ion based system of  deposi 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 .  T h i s  n e w  s y s t e m  c o v e r s  e l i g i b l e 
d e p o s i t s  o f  e a c h  d e p o s i t o r  u p  t o  a n 
amount  of  EUR 100 000 and investments 
up to  an amount  of  EUR 20 000.  The Law 
a lso prov ides that  deposi ts  resul t ing f rom 
speci f ic  t ransact ions or  fu l f i l l ing a speci f ic 
socia l  or  other  purpose are covered for  an 
a m o u n t  a b o v e  E U R  1 0 0  0 0 0  f o r  a  p e r i o d 
of  12 months.

T h e  f u n d e d  a m o u n t  o f  t h e  “ F o n d s  d e 
réso lu t ion  Luxembourg”  (FRL)  sha l l  reach 
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. 

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 o n d s 
d e  G a r a n t i e  d e s  D é p ô t s  L u x e m b o u r g ” 
(FGDL)  is  set  at  0.8% of  covered deposits , 
as  def ined in  ar t ic le  163 number  8 of  the 
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 
contr ibut ions are to be made in  the form of 
annual  payments dur ing the years 2016 to 
2018.  When the leve l  o f  0 .8% is  reached, 
the  Luxembourg ish  cred i t  inst i tu t ions  are 
to  cont inue  to  cont r ibute  fo r  8  add i t iona l 
years  in  order  to  const i tu te  an  add i t iona l 
safety  buf fer  of  0 .8% of  covered deposi ts 
as  def ined in  ar t ic le  163 number  8 of  the 
Law.

The  law o f  23 December  2016 on  the  tax 
reform 2017 has int roduced a  tax  neutra l 
r e v e r s a l  o f  t h e  e x i s t i n g  A G D L  p r o v i s i o n s 
in  success ive  annua l  t ranches f rom 2016 
t o  2 0 2 6 ,  u n d e r  t h e  c o n d i t i o n  t h a t  e a c h 
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a n n u a l  t r a n c h e  i s  a t  l e a s t  e q u a l  t o  t h e 
contr ibut ions to the FGDL and FRL for  that 
f i sca l  year .  Any  remain ing  ba lance  o f  the 
A G D L  p r o v i s i o n  n o t  y e t  r e v e r s e d  a t  t h e 
e n d  o f  t h i s  t r a n s i t i o n a l  p e r i o d  w i l l  h a v e 
t o  b e  r e v e r s e d  a n d  a d d e d  t o  t h e  t a x a b l e 
income of  the year  2026.

O n  1 8  J a n u a r y  2 0 1 7 ,  C S S F  i s s u e d  a 
c i r c u l a r  l e t t e r  r e l a t i n g  t o  t h e  a b r o g a t i o n 
o f  t h e  A G D L  a n d  t o  t h e  c o n s e q u e n t 
account ing treatment of  the AGDL reversal 
t o  e n a b l e  t h e  b a n k s  t o  f o l l o w  f r o m  a n 
a c c o u n t i n g  p o i n t  v i e w  t h e  t a x  t r e a t m e n t 
foreseen in  the law of  23 December 2016.

A s  a  c o n s e q u e n c e ,  t h e  B a n k  r e v e r s e d  a l l 
remaining AGDL provis ion for  an amount of 
EUR 195 983 ( the 2018 cash contr ibut ion 
amounts  to  EUR 561  170) .  The remain ing 
cash contr ibut ion after  revers ing the AGDL 
p r o v i s i o n  w a s  r e c o r d e d  i n  t h e  c a p t i o n 
‘ G e n e r a l  a d m i n i s t r a t i v e  e x p e n s e s ’  f o r  a n 
a m o u n t  o f  E U R  3 6 5   1 8 7 .  A d d i t i o n a l l y , 
the  2018 FRL contr ibut ion  for  an  amount 
o f  E U R  2 3 7   3 0 9  w a s  p a i d  b y  t h e  B a n k 
a n d  r e c o r d e d  i n  t h e  c a p t i o n  ‘ G e n e r a l 
administrat ive expenses’ .

A s  a t  3 1  D e c e m b e r  2 0 1 8 ,  t h e  r e m a i n i n g 
A G D L  p r o v i s i o n  a m o u n t s  t o  N i l 
(31 December 2017:  EUR 195 983) .

12.4 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 inanc ia 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 13 PROFIT AND 
LOSS ACCOUNT

13.1 Sources of  income by    
 geographical  region

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 analyzed 
by geographical  region.

Neverthe less the break down between the 
Bank and i ts  United Kingdom branch is  the 
fo l lowing:

2018
ΕUR

2017
ΕUR

Interest income

Luxembourg entity 52,153,879 52,414,777

United Kingdom branch 3,473,559 4,036,527

55,627,438 56,451,304

Commission income

Luxembourg entity 11,807,197 11,968,532

United Kingdom branch 212,456 168,588

12,019,653 12,137,120
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13.2 Interest receivable and simi lar    
 income

2018
ΕUR

2017
ΕUR

Interest receivable on loans 
and advances to credit 
institutions

7,998,851 7,591,392

of which: affiliated credit 
institutions 3,232,283 1,516,325

Interest receivable on 
balances with central banks (245,167) (327,934)

Interest receivable on 
balances with central banks 47,299,181 48,616,005

of which: affiliated  
customers 12,782,661 14,500,922

Interest receivable on debt 
securities and other 574,573 571,841

55,627,438 56,451,304

13.3 Interest payable and simi lar    
 charges

2018
ΕUR

2017
ΕUR

Interest payable on amounts 
owed to credit institutions 20,218,202 20,953,411

of which: affiliated credit 
institutions 15,306,997 17,202,579

Interest payable on amounts 
owed to customers 9,057,983 10,424,979

of which: liabilities with 
agreed maturity dates or 
period of notice

8,997,122 10,431,778

Interest payable on balances 
with central banks 1,009 -

29,277,194 31,378,390

13.4 Commissions receivable

2018
ΕUR

2017
ΕUR

Fiduciary operations 325,444 245,433

Asset Management 1,509,409 1,236,251

Foreign exchange, 
precious metals and 
securities transactions 
on behalf of third parties 1,773,001 2,131,996

Safekeeping of assets 
belonging to third parties 1,373,817 1,669,980

Other commission receivable 7,037,982 6,853,460

Of which: Loans Fees 1,454,348 1,471,423

Of which: Distribution 
Ageement Fees 1,299,267 1,279,926

Of which: Funds Fees 2,584,670 2,566,137

12,019,653 12,137,120

13.5 Commissions payable

2018
ΕUR

2017
ΕUR

Asset Management Fees 722,317 584,942

Safekeeping Fees 1,540,424 1,969,997

Loan Fees 1,025,612 1,593,717

Other commission payable 151,073 107,493

3,439,426 4,256,149

13.6 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 
D e c e m b e r  3 1 ,  2 0 1 8  m a i n l y  i n c l u d e s  g a i n 
and loss on fore ign exchange transact ions .

13.7 Other operat ing income

2018
ΕUR

2017
ΕUR

Income from affiliated 
undertakings 211,558 202,034

VAT settlement 163,785 120,409

Other income 223,365 489

United Kingdom branch 
other operating income 46,729 -

645,437 322,932

The other  income in  2018 re lates to  lega l 
fees recovered from a property auct ion.

13.8 Other operat ing charges

2018
ΕUR

2017
ΕUR

Withholding taxes 730,556 636,861

United Kingdom branch 
other expense  84,186  29,854 

Tax previous year  14 988  1,076 

Other expenses -  464,945  

829,730 1,132,736
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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 
A S  A T  D E C E M B E R  3 1 ,  2 0 1 8

13.9 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 .

13.10 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 8  s t a n d s 
t o  0 . 5 9 %  ( 2 0 1 7 :  0 . 5 7 % ) .  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 .

NOTE 14 INDEPENDENT 
AUDITOR’S FEES

For  the  year  end ing  December   31 ,   2018, 
independent  audi tor ’s  fees are  as  fo l lows:

2018
ΕUR

2017
EUR

Audit fees 125,000 202,500

Tax related fees 116,000 -

Other fees - 3,000

241,000 205,500

NOTE 15 STAFF 
AND DIRECTORS

15.1 Staff
N u m b e r  o f  B a n k ’ s  a v e r a g e  e m p l o y e e s 
( i n c l u d i n g  L o n d o n  B r a n c h )  a t  t h e  e n d  o f 
the f inancia l  year  2018:

2018
ΕUR

2017
EUR

Senior Management and Manage-
ment

12 12

Employees 86 83

98 95

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   814  216 (2017: 
EUR 1 776 953) .

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  E U R 
163 804 (2017:  EUR 163 036) .

As  a t  December  31 ,  2018,  loans  to ta l ing 
EUR 1 401 201 were granted to 4 members 
o f  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 
(2017:  EUR 1 513 807) . 

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 
apar tments  have  been  g iven  on  beha l f  o f 
the Bank to 5 members of  the Management 
a n d  S e n i o r  M a n a g e m e n t  ( 2 0 1 7 : 
EUR 29 450) .
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NOTE 16 POST-BALANCE 
SHEET EVENTS

N o  e v e n t  t o o k  p l a c e  a f t e r  c l o s i n g  o f  t h e 
r e p o r t i n g  p e r i o d  w h i c h  w o u l d  i m p a c t 
t h e  f i n a n c i a l  p o s i t i o n  o f  t h e  B a n k  a s  o f 
December 31,  2018 or  require d isc losure.
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