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Eurobank Private Bank Luxembourg is an autonomous bank incorporated under Luxembourg law 
and superv ised by the Commission de Survei l lance du Secteur F inancier  in  Luxembourg (CSSF) , 
the European Central  Bank (ECB),  and for our London Branch, the Prudential  Regulat ion Authority 
in the United Kingdom (PRA).  Throughout 2019 our Bank’s capital  adequacy and l iquidity buffers 
remained very high, with a Liquidity Coverage Ratio (LCR) of 326% (regulatory minimum of 100%) 
and a strong capital  base, as manifested by a Basel I I  solvency ratio of 30.5% comprised of Tier 1 
Equity (wel l  above regulatory minimum of 10.75%) and an asset book of EUR 2.2 bi l l ion,  as of the 
end of  2019.  Furthermore,  in  the context  of  our  conservat ive r isk  approach,  interbank exposure 
to  European per iphery  was  kept  to  a  min imum.  Our  Bank ’s  s t rong  cap i ta l ,  ample  l iqu id 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  Private Banking and Wealth Management goals.  Whether 
t h r o u g h  o u r  h e a d q u a r t e r s  i n  L u x e m b o u r g  o r  o u r  L o n d o n  b r a n c h ,  o u r  h i g h l y  e x p e r i e n c e d  a n d 
dedicated teams offer an array of exclusive services with transparency and discretion.

LUXEMBOURG

Our bank in Luxembourg,  with more than thirty years in operat ion,  focuses on private banking, 
investment  fund serv ices  as  we l l  as  se lected  corporate  bank ing  serv ices .  Our  comprehens ive 
offering extends beyond tradit ional wealth management to wealth structuring, alternative investment 
st rateg ies ,  and f inanc ing of  var ious  types of  assets ,  f rom secur i t ies  to  rea l  estate  and yachts . 
Recognis ing that  our  c l ients  have d iverse needs and aspirat ions,  we take a  h igh ly  personal ised 
approach in developing individual solutions and fostering long lasting relationships of trust.

UNITED KINGDOM

Our London branch, acquired four years ago, brings our offering to the center of global f inance. 
Through our UK presence,  we are addressing pr ivate c l ients with local  and internat ional  banking 
needs, as well  as companies with international activit ies.  From residential  and commercial  property 
lending to wealth management mandates, our London cl ients enjoy the same high level of individual 
attention that our Bank has been known for over the years.

Overal l ,  Luxembourg’s ranking as Eurozone’s top private banking hub and second biggest center 
for investment funds worldwide,  combined with London’s global  reach al low our c l ients to benef i t 
from an ever expanding range of possibi l i t ies, whi le sti l l  enjoying the exclusive service that our Bank 
excels in.

I N T R O D U C T I O N
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Economic activity in the Eurozone continued to weaken in 2019, with real GDP growth slowing 
to 1.2% from 1.9% in 2018, as the global trade growth dynamics continued to slow and domestic 
demand remained at moderate levels.  Year 2019 was largely characterized by the extension of 
the slowdown of the Chinese economy which was further exacerbated by the “Trade-War” with 
US, leading to a more general  decl ine of the world-wide trade mult ipl ier .  Manufacturing in core 
Eurozone countr ies was signif icantly affected by the global  ‘producer’  recession,  with the high 
dependency on external demand weighing on economic activity.  Furthermore, widespread social 
and pol i t ica l  tensions ( in  I ta ly ,  Germany,  France,  Spain and e lsewhere) ,  a long with pers ist ing 
uncertaint ies surrounding “Brexi t ”  -  which receded only towards the concluding stages of  the 
year -  also contributed negatively to Euro-area’s economic performance.

In 2019 Luxembourg remained the third-wealthiest country in the world in terms of GDP per 
capita (the f irst in the EU - PPP),  having one of the highest current account surpluses as a share 
of  GDP in the euro zone and a healthy budgetary posit ion,  with an est imated 2019 surplus of 
0.9% of GDP. Luxembourg’s economy is characterized by its f iscal  strength and a high degree 
of  internat ional  openness.  The f inancial  sector remains a main dr iv ing force behind the Grand 
Duchy ’s  economy,  represent ing  about  one- th i rd  o f  the  country ’s  GDP,  but  a lso  mak ing  the 
country vulnerable to external  shocks.  According to the Nat ional  Stat ist ics Inst i tute (STATEC) 
March estimate, Luxembourg’s 2019 GDP growth is expected to be 2.3% vs. 1.9% in the overal l 
euro area.  Most of the county’s growth in 2019 occurred in non-f inancial  services,  part icular ly 
information and communication, business services and predominately non-commercial  activit ies.

I n  i t s  M a r c h  s t a t e m e n t ,  S T A T E C  a n n o u n c e d  t h a t  i t  w i l l  r e v i s e  i t s  2 0 2 0  a n d  2 0 2 1  G D P 
forecasts -  both original ly at 2.8% - in l ight of the Covid-19 pandemic. While STATEC wil l  update 
its own 2020 GDP forecast in June, the IMF has already reduced its forecast for Luxembourg’s 
2020 GDP growth to  -4 .9%.  Overa l l ,  the  g loba l  r isk -of f  sent iment  induced by the  pandemic 
i s  e x p e c t e d  t o  h a v e  a  s e v e r e  n e g a t i v e  i m p a c t  o n  t h e  c o u n t r y ' s  f i n a n c i a l  s e c t o r  a l o n g  w i t h 
household consumption, also forecasted to contract due to confinement measures. In response, 
the country’s government has already announced a f iscal  package worth EUR1.75bn (2.8% of 
GDP),  in addit ion to EUR8bn (12.5% of GDP) of l iquidity support for affected businesses in the 
form of tax and social  contribution deferrals as well  as credit guarantees.

Throughout 2019 our Bank’s capital  adequacy and l iquidity buffers remained very high, with 
Basel I I I  solvency ratio at 30.53% and l iquidity buffers at EUR 0.62 bn, as of the end of 2019. The 
strong f inancial  posit ion of our Bank, its conservative r isk posture, i ts operational independence 
and its stable cl ient base have kept it  r ing-fenced from l ingering r isks in peripheral  Europe and 
beyond. We are pleased to present our report for the year ending December 31, 2019.

2019 GLOBAL OVERVIEW 

Global  economic expansion slowed from 3.6% in 2018 to 2.9% in 2019, the weakest pace 
of  growth since the global  f inancial  cr is is .  The decelerat ion was evident across both advanced 
and emerging-market economies amid r ising trade barriers and heightened uncertainty around 
t rade and geopol i t ics  that  weighed on demand for  capi ta l  goods.  Hence,  there  was a  sharp , 
synchron ised and broad-based dece lerat ion  in  g loba l  manufactur ing  and t rade ,  mir ror ing  a 
divergence between manufacturing and services, with the latter holding up for much of the year. 
Trade volume growth (goods plus services) stal led at the end of 2018 and has remained subdued 
in 2019 with higher trade restrict ions, weak investment prospects and subdued import demand 
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from China. As a result ,  global trade grew by a mere 0.5%YoY in December 2019 vs. -1.1%YoY over 
the same month a year earl ier.

US  economic growth decelerated to an annual rate of 2.3% in 2019, from 2.9% in 2018, amid 
s lowing bus iness f i xed investment  (+2 .1%YoY f rom +6.4%YoY in  2018)  and exports  (0 .0%YoY 
f r o m  3 . 0 % Y o Y  i n  2 0 1 8 ) .  H i g h e r  t a r i f f s  o n  i m p o r t e d  g o o d s  h a v e  i n c r e a s e d  t r a d e  c o s t s ,  w h i l e 
e levated t rade tens ions  and t rade po l icy  uncer ta inty  have  we ighed on  conf idence ,  investment 
decis ions and industr ia l  product ion.  On the other  hand,  strong employment growth helped dr ive 
down unemployment to rates not been seen since 1969 (3.5% in Q4 2019).  Wage growth picked 
up only modestly,  but coupled with strong asset prices has helped support household income and 
private consumption growth (+2.6%YoY from 3.0%YoY in 2018).  Residential  investment picked up 
in H2 2019 fol lowing a contract ion for six consecutive quarters,  with both new and exist ing home 
sales edging higher,  suggesting that the decl ine in mortgage rates has started to pass through to 
the real economy. Concerns about the global outlook and persistent below-target inf lat ion (core PCE 
at 1.6%YoY in 2019 from 1.9%YoY in 2018) have resulted in the Federal Reserve ( i )  reducing the 
federal  funds rate by a total  of  75pb to a target range of 1.50-1.75% in H2 2019, and ( i i )  ending 
the unwinding of  i ts  aggregate secur i t ies hold ings two months ear l ier  than previously indicated. 
As  a  resu l t ,  Fed ’s  to ta l  assets  increased f rom USD4.1trn  a t  the  end o f  2018 to  USD4.2trn  in 
December 2019, below its peak of USD4.5 trn in January 2015 but wel l  above the pre-crisis level of 
USD0.9trn. On the f iscal front,  US federal budget deficit  as a percent of GDP increased to a seven-
year high of -4.6% in 2019, from -3.8% in 2018.

Economic activity in the Euro area  slowed further in 2019, with annual GDP growth moderating 
to 1.2% from 1.8% in 2018,  fo l lowing a decade peak of  2.4% in 2017.  The s lowdown ref lected, 
pr imari ly ,  cont inued external  headwinds,  as persistent global  trade tensions (mainly between the 
US and China),  a slowing global economy, l ingering Brexit  uncertainty, and continuing deterioration 
in external demand severely hampered world trade f lows. Furthermore, country and sector specif ic 
factors ,  in  p lace s ince 2018,  turned out  to  be longer- last ing,  a lso contr ibut ing to s lower growth 
momentum.  Pr ivate  consumpt ion remained the main  growth engine ,  buoyed by a  hea l thy labor 
market ,  growing disposable income and favourable f inancing condit ions.  In  addit ion,  after  over a 
decade of f iscal  t ightening,  2019 marked the f irst  year of  f iscal  easing in several  member states, 
most ly  focused on support ing domest ic  demand.  Manufactur ing was h i t  hard,  whi le  the serv ices 
sector held up relatively wel l  thanks to strong domestic demand, proving largely immune to spi l lover 
effects from manufacturing recession and slowing employment growth.  As a result ,  countr ies with 
strong rel iance on manufacturing and high propensity to exports,  especial ly to markets outside the 
euro area,  l ike Germany,  were the most  af fected by the s lowdown.  On the other  hand,  countr ies 
much less exposed to the external sector,  l ike France, resisted better to the slowdown with robust 
domestic demand providing a good buffer.  On the inf lat ion front,  Eurozone headl ine HICP dropped 
to 1.2% YoY from 1.8% YoY in 2018, below the ECB’s inf lat ion target for the seventh consecutive 
year.  However, core inf lat ion edged up to a three-year peak of 1.1%YoY from 1.0%YoY in the prior 
year,  providing tentative evidence of a stronger pass-through of higher wages. In terms of monetary 
pol icy, the ECB loosened further its pol icy stance in an attempt to counter the Eurozone’s economic 
s lowdown and preserve accommodat ive f inancia l  condit ions.  The deposit  fac i l i ty  rate was cut  by 
10bps to a new record low of -0.50%, a new series of TLTRO I I I  operations with attractive condit ions 
and a t iered reserve system were introduced, while the QE programme was resumed as of November 
2019 at a monthly pace of EUR20bn.

In Greece ,  recovery continued for a 3rd year in a row, with the real GDP growth rate accelerating 
to 1.9% YoY in 2019Q1-2019Q3 from 2.0% YoY in the respective period of 2018. Exports of tourist 
services and government consumption had the highest contribution to real GDP growth, with private 
consumption and f ixed investment fo l lowing with a re lat ive ly weaker increase.  According to EC’s 
winter economic forecasts (February 2020), FY-2019 real GDP growth rate is estimated at 1.9%. In 
the labour market,  the jobless rate remained on a downward path trajectory for a 6th year in a row, 
registering a value of 16.5% in November 2019, lower by -11.3 ppts compared to its historical high 
in September 2013. Employment continued to r ise with rates close to 2.0%, supporting households’ 
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disposable income. Based on the HICP index, average annual inf lat ion decreased to 0.5% in 2019 
from 0.8% in 2018, helped by a drop in the VAT rates for some categories of goods and services, 
and a decrease in o i l  pr ices.  F inal ly ,  in  the f iscal  f ront ,  the agreed f iscal  target  ( in  the context  of 
Enhanced Surve i l lance)  for  a  pr imary  surp lus  of  3 .5% of  GDP was met  in  2019,  w i th  a  s izab le 
reduct ion of  the Greek-German 10Y government  bond y ie ld  spread to  164 bas is  po ints  in  end-
December 2019 from 414 basis points in end-December 2018.

KEY FINANCIALS 

Review of f inancial statements 2019

Balance Sheet

The Bank’s total  assets at year-end 2019 were lower (-7.2%) compared to 2018 and amounted 
to EUR 2 158.8 mn. In a further breakdown of the total  assets, the Loans and advances to customers 
have decreased by -5.6% to EUR 1 530.3 and the Loans to institutions have decreased by -13.2% 
to EUR 505.1. On the other hand customer deposits sl ightly increased by 2.1% compared to 2018, 
from EUR 1 167.3 mn to EUR 1 191.4 mn. The total  capital  base stands at EUR 248 mil l ion (al l  Tier 
1)

Income Statement

The Bank ’s  net  prof i t  a f ter  taxat ion for  the  f inanc ia l  year  2019 s l ight ly  decreased by -2 .7% 
compared to 2018 and amounted to EUR 13.4 mn. The main i tems contr ibut ing to this result  are 
the Net Interest Income which has increased by 10.4% from EUR 26.4 mn in 2018 to EUR 29.1 mn 
in 2019 and the Net Commission income which has decreased by -6.4% compared to 2018 and 
amounted to EUR 8.0 mn. The above overal l  increased core banking profitabi l i ty has been partial ly 
offset by the increase of the General Administrative Expenses by 8.4% from EUR 18.5 mn in 2018 
to EUR 20.1 mn in 2019

Distribution of Profits:

The Board of Directors proposes that the 2019 annual accounts are approved, and that the Total 
Net Profit  avai lable for distr ibution be appropriated as fol lows:

Profit for the financial year 31/12/2019 EUR 13.436.281

Profit brought forward EUR 153.286.104

Interim Dividend EUR (15.000.000)

Total net profit available for distribution EUR 151.722.385

Allocation to Legal Reserve EUR -

Allocation from Special Reserve EUR (2.584.910)

Profit carried forward EUR 149.137.475
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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, including 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,  Depositary)  that  take or  acquire r isks under predef ined controls 
and l imits,  and carry out the f irst level of controls as described in their respective procedures.

•	 The 2nd l ine of  defence is  formed by the Support  Funct ions (F inance/Account ing,  IT ,  Back 
Of f ice ,  Loans Admin istrat ion ,  Middle  Of f ice ,  Governance & Contro ls ,  In format ion Secur i ty , 
Human Resources),  and the Control Functions (Risk, Compliance) which exercise independent 
controls.

•	 The 3rd l ine of defence consists of the Internal Audit Function, which independently,  objectively 
and crit ical ly reviews the functions of the f irst 2 l ines of defence.

The aim is to ensure that al l  r isks assumed in the context of the Bank’s business are recognized 
instantaneously and are properly managed.  We achieve this by ful ly integrat ing r isk management 
into dai ly business activit ies and developing our business consistently with a defined risk appetite, 
al lowing us to achieve sustained growth in a control led environment.

T h e  s t r a t e g y  o f  th e  B a n k  i s  b a s ed  on  i ts  co r e  a c t i v i t i e s :  P r i v a t e  B a n k i n g ,  I nv e s t me n t  F u nd 
Admin ist rat ion  bus iness ,  Depos i tary ,  Treasury  and Genera l  Bank ing (Corporate  Loan referra ls , 
Sh ipp ing Loans and London Branch) .  Our  Bank cont inuous ly  ident i f ies  the  r isks  inherent  in  i ts 
operations and has adopted processes for how they are to be managed.

The risk process also provides a clear description of the Bank’s r isk profi le,  which serves as the 
basis for the internal capital  and l iquidity adequacy assessment process. These processes, in turn, 
are an evaluation based on capital  and l iquidity needed to support the Bank’s overal l  r isk level and 
business strategy. The aim is to ensure eff ic ient use of capital  and l iquidity,  and at the same t ime 
ensure that the Bank,  even in adverse market condit ions,  wi l l  meet the minimum legal  capital  and 
l iquidity requirements.

The system for measurement of r isks is an essential  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. 
Credi t  r isks  are quant i f ied through the internal  rat ing system in  combinat ion wi th  assessments 
based on local  competence.  The Bank,  in  d irect  compl iance with Group pol ic ies ,  has adopted an 
IFRS 9 Impairment methodology as of  01/01/18,  and calculates the Expected Credit  Loss of  i ts 
exposures ,  and respect ive  Prov is ions ,  on an on-go ing bas is .  L iqu id i ty  r isks  are  moni tored on a 
dai ly  basis  by conduct ing stress tests  on the possib i l i ty  of  s igni f icant  l iqu id i ty  outf lows and the 
existence of  adequate l iquid assets to service these.  Moreover,  the Bank calculates on a monthly 
basis,  and abides with,  the regulatory Liquidity Coverage Rat io.  As al l  r isks,  operat ional  r isks are 
evaluated on the basis of  the l ikel ihood that an event wi l l  occur and the f inancial  consequence of 
such an event.  The Board of Directors approves on a yearly basis the Internal Capital  and Liquidity 
Adequacy Assessment Processes ( ICAAP and ILAAP) of  the Bank,  that incorporate,  among other, 
analysis,  evaluation and stress testing of the aforementioned risks, so as to ensure the continuous 
maintenance of adequate Capital  and Liquidity.

The  Bank ’s  r isk  appet i te  i s  determined by  the  Board  o f  D i rectors  wh ich  a ims for  a  ba lance 
between risk/return and capital .  The risk appetite can be described in terms of a number of overal l 
statements. These statements applied and were honoured in 2019, and guided the r isk and business 
posit ioning of the Bank.
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The Bank has adopted a Risk Management Framework that complies with the provisions of Circular 
CSSF 12/552, as amended, on “Central administration, internal governance and risk management”.

The Bank is a member of  the Eurobank Group, and to that effect al l  specif ic Risk Pol ic ies must 
abide by local regulations, be approved by the Board of Directors, but also be compliant with Group 
Pol ic ies.  As such, and in order to assist the Board of Directors in approving the Bank’s r isk-taking 
and associated capital  assessment, the Capital ,  Risk and Liquidity Pol icy, as well  as Credit approval 
l imits and accepted col lateral ,  must f irst be ratif ied by the Group and then approved by the Board of 
Directors.

The degree of  contro l  and inf luence exerc ised by the headquarter  and the group,  formal ly  or 
in formal ly ,  is  e f fect ive  in  ident i fy ing and mit igat ing r isks ,  as  there  are  regular  contro ls  of  a l l  o f 
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 al l  of the activit ies ( including products and 
services) 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 
aided in this function by a dedicated Risk Department.  The Risk Department reports to the CRO, and 
has a direct report ing l ine to Group Risk.  The remuneration of the Department’s staff  is not l inked 
to the performance of the activit ies monitored and control led. The Bank’s r isk management function 
covers the measures for early identi f icat ion of r isk,  r isk control  and r isk monitoring with regard to 
banking r isks.

The Bank has in place a contingency plan, where al l  strategies and actions are in place in order 
to be able to respond to any extreme adverse scenario coming from a f inancial  turmoil ,  Brexit  and 
European Sovereign debt crisis.

GLOBAL ECONOMIC OUTLOOK FOR 2020

The coronavirus outbreak is  severely  damaging the g lobal  economy,  wi th economic forecasts 
be ing  repeated ly  rev ised downwards  amid  the  exp los ive  spread of  the  contag ion .  The wor ld  is 
undoubtedly experiencing a sharp economic recession, expected to last about two quarters. Overal l , 
2020 global  GDP is  pro jected to  dec l ine  by ca .  2 .5%,  w i th  the  intens i ty  o f  the  H1 contract ion 
expected to be one of the worst in a century.  Our forecasts are based on the assumption that the 
growth of global new confirmed cases continues to slow with its peak sometime in Apri l/May al lowing 
social  distancing and lockdowns to end and GDP to return to posit ive growth by the fourth quarter of 
this year reducing the net decl ine in GDP for 2020. The t imely implementation and the effectiveness 
of  the pol icy response are of  v i ta l  importance so that unconvent ional  measures by central  banks 
and massive f iscal st imulus by governments prevent the private sector’s col lapse.

US:  Recent high frequency indicators point to a sharp deterioration in service expenditures and 
the labor market on the back of  social  distancing measures and shelter- in-place orders issued by 
certa in  states .  The impl ied drop-of f  in  act iv i ty  in  late  March is  severe enough to  drag the ent i re 
quarter into negat ive terr i tory,  with real  GDP growth expected at  -2.5% QoQ seasonal ly adjusted 
annual  rate in Q1 before experiencing a sharper contract ion in Q2 (of  ca.  -40.0% QoQ seasonal ly 
adjusted annual  rate)  and a r ise in  the unemployment rate above 10% from 4.4% in March.  Our 
base l ine  scenar io  p laces  the  outbreak  peak  around la te  Apr i l ,  w i th  soc ia l  d is tanc ing measures 
expected to start  receding in  June and the economic act iv i ty  gradual ly  normal iz ing in  H2 2020. 
G iven the powerfu l  f isca l  and monetary  po l icy  responses so far  in  order  to  counterba lance the 
economic contraction, we expect real GDP to contract by about -5.5% for the whole year.

Euro area:  As Covid-19 has spread broadly across the continent,  governments have adopted strict 
containment measures to f latten the epidemic curve and diminish the r isk of the virus overwhelming 
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healthcare systems.  A d i f f icu l t  t radeoff  has been brought  to  the fore between publ ic  heal th and 
economic costs of the pandemic, with much of Europe introducing travel bans, regional or country-
wide lockdowns,  and internal  border controls over the last  month or so.  As such measures weigh 
much more heavi ly  on the serv ices sector ,  our economists have sharply downgraded their  2020 
growth forecast for the region,  taking into account that several  euro area economies (e.g.  France, 
Spain)  are more serv ices- intensive than China,  where sectors l ike cater ing and accommodat ion, 
tourism, household services, and entertainment sti l l  remain in contractionary territory. GDP growth 
is expected to record its trough in Q2, assuming that the Covid-19 outbreak peaks by mid-Apri l ,  and 
a de-escalat ion of containment measures at the end of Apri l  paves the way for a gradual recovery 
from ear ly May.  Personal  consumption expenditures and inventor ies wi l l  l ike ly be severely h i t  as 
long as the lockdown persists,  but are expected to rebound strongly in Q3 with the free movement 
of people. Overal l ,  real GDP growth is expected at -6.5% in 2020, as governments are expected to 
respond with extra f iscal st imulus, supported by ECB’s f lexible pandemic emergency asset purchase 
faci l i ty (EUR750 bn PEPP),  addit ional  TLTRO capacity (EUR1.2 trn) ,  and easier col lateral  and bank 
capital  rules.

According to EC’s winter economic forecasts (Feb-20) and the 5th enhanced survei l lance report 
(Feb-20) ,  Greece’s  real  GDP growth rate was projected to accelerate to 2.4% in 2020 (1.9% in 
2019) and then decl ine to 2.0% in 2021. Due to the coronavirus (Covid-19) pandemic,  the short-
term prospects  of  the Greek economy have deter iorated sharp ly .  The re lat ive  h igh dependence 
of domestic economic act iv ity in sectors such as tourism, transport and trade (25.5% and 33.5% 
d i rect  cont r ibut ion  to  to ta l  GVA and  employment  respect i ve ly )  make  Greece ’s  economy more 
vulnerable to the current cr is is than i ts Eurozone peers.  The measures implemented so far at  the 
domestic and the Eurozone level ,  including among others, the f iscal action taken by the government 
( tak ing into account  i ts  dynamic budget  constra int )  and the monetary measures adopted by the 
ECB, are expected to have a posit ive effect on the disposable income of households,  employment 
and l iquidity.  Nevertheless, due to the magnitude and the uncertainty regarding the duration of the 
shock,  the aforementioned cannot divert the trajectory of the economy from a serious depression 
episode in 2020. The IMF (World Economic Outlook, Apr-20) estimates a 10.0% drop of real GDP in 
Greece in 2020 in the adverse scenario,  fo l lowed by a 5.1% recovery.  The unemployment rate is 
projected to increase to 22.3% in 2020 (17.3% in 2019) and then decrease to 19.0% in 2021. The 
estimates of the Bank of Greece are on the milder side, placing the 2020 recession in a range of 4% 
to 8%.

BUSINESS OUTLOOK 2020

Eurobank Group

Eurobank group is  act ive in  s ix  countr ies ,  wi th tota l  assets of  EUR65 bi l l ion and over  13,000 
employees,  o f fer ing  a  comprehens ive  range of  f inanc ia 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  reg ional 
presence in  Bu lgar ia ,  Serb ia ,  Cyprus ,  Luxembourg and London.  2019 was a  landmark  year  for 
Eurobank. The transformation plan to accelerate the balance-sheet clean-up has been successful ly 
executed and profitabi l i ty becomes the main priority for 2020. 

O n  2 0 . 0 3 . 2 0 2 0  E u r o b a n k  E r g a s i a s  S . A .  a n n o u n c e d  t h a t ,  f o l l o w i n g  t h e  d e c i s i o n  o f  t h e 
Extraord inary  Genera l  Meet ing of  i ts  shareholders  he ld  on 31.01.2020 and af ter  obta in ing the 
necessary approvals by the competent Author i t ies,  i ts  demerger through sector ’s  h ive down and 
establ ishment of a new company-credit institution (“Demerger”)  under the corporate name “Eurobank 
S.A.”  ( “Eurobank”)  was completed.  Furthermore,  on 23.03.2020 the amendment of  i ts  Art ic les of 
Association was announced, according to which its corporate name of Eurobank Ergasias S.A. was 
amended to “Eurobank Ergasias Services and Holdings S.A.” (“Eurobank Holdings”) .
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Following the above, Eurobank substitutes Eurobank Holdings, by way of universal succession, to 
al l  the transferred assets and l iabi l i t ies, as set out in the transformation balance sheet of the hived 
down sector (as at 30.06.2019) and formed up to Demerger’s completion on 20.03.2020.

Eurobank Holdings, Eurobank’s sole shareholder,  ceases to be a credit institution and maintains 
act iv i t ies and assets and l iabi l i t ies that  are not re lated to main banking act iv i t ies,  but  are mainly 
related to the strategic planning of the administration of non-performing loans and the provision of 
services to the Group companies and third parties. Eurobank Holdings continues to be l isted on the 
Athens Stock Exchange with its shares trading under its new name start ing from 24.03.2020.

Covid-19 outbreak

Within 2020, the world economies have been signif icantly affected by the Covid-19 crisis,  with 
signif icant downward revisions of GDP targets,  increase in unemployment,  s ignif icant downturn in 
Capital  markets (both Equity and Bonds) and structural changes in business operating procedures, 
with signif icant increase of Work-from-Home. At the same time, the Governments and Central Banks 
of  a l l  developed countr ies (mainly USA, EU,  UK and Japan) have announced signif icant f iscal  and 
monetary  s t imulus  packages ,  exceed ing  EUR3trn  in  s ize  as  o f  Mar/20,  a iming to  min imize  the 
impact of the crisis on the real economy and fuel a V-shaped rebound in economic activity.

To this effect ,  the Bank has considered the high level  impact of  Covid-19 ,  in the fol lowing r isk 
areas,  and considers that i t  is in a posit ion to maintain adequate Capital  and Liquidity throughout 
th is  per iod ,  s ign i f icant ly  exceed ing  regu latory  min imums (>2x )  and in  l ine  w i th  the  Bank ’s  r isk 
appetite:

1.	 	Capital
The Bank does not plan to distr ibute any dividend up unti l  Oct/20, as per CSSF guidel ines, whi le 
this date may be extended. As a result ,  there wil l  be no negative impact on Equity in 2020 from 
dividend distr ibutions (unl ike 2019, when EUR15mn dividends were distr ibuted).

2.	 	Credit
a. 	 	Macroeconomic  Impact :  The  per formance o f  the  Bank ’s  Cred i t  por t fo l io ,  as  measured by 

t h e  r e s p e c t i v e  P r o b a b i l i t y  o f  D e f a u l t  ( P D )  o f  i t s  c l i e n t e l e ,  d o e s  n o t  d i r e c t l y  d e p e n d  o n 
Macroeconomic var iables (g iven that  the Own-r isk  c l iente le  of  the Bank are h igh net  worth 
individuals,  with wealth in mult iple jurisdictions),  but on the Pluto Tasche model.  Moreover,  the 
Bank’s Own-Risk Business model is not centered on f inancing a specif ic economy ( in the form 
of  Corporate,  Commercia l  or  SME Working Capita l  faci l i t ies)  but  in  f inancing the investment 
needs of its Private Banking cl ientele.  Macroeconomic variables do affect the col lateral prices 
and respect ive  recovery  rates  that  u l t imate ly  a f fect  the  Loss  G iven Defau l t  (LGD) ;  th is  is 
analyzed in the fol lowing points (Lombard, Real Estate, Shipping).

b. 	 	Rel ief  measures:  The Bank wi l l  examine granting rel ief  measures to performing cl ients as of 
Mar/20, that are impacted by the current crisis.  These rel ief measures wil l  entai l  up to 9-month 
capi ta l  grace per iods,  wi th  respect ive extension of  loan matur i t ies .  As per  EBA guidel ines, 
these measures are not  considered to  t r igger  Staging sh i f ts  under  IFRS9 and/or  increase 
the probabil i ty of default of cl ients in the long term ( i .e.  mean reversion wil l  apply in the long 
term), as such, wi l l  not have any effect in the Provisions calculations of the Bank. This is also 
reinforced by the historical high Stage 1 al locations, exceeding 98%. The Bank considers that 
the impacted cl ients wi l l  mainly or ig inate from the Eurobank referred and guaranteed loans 
business. Given the historical good performance of this portfol io and the guarantee-execution 
modus-operandi,  the Bank does not foresee any negative Capital  impact from this cl ientele. 

c. 	 	Lombard Loans and Triggering of Margin Cal ls:  The Bank monitors on a dai ly basis al l  col lateral 
coverages of  loans secured wi th  t radable  secur i t ies .  Margin  Cal ls  are exerc ised in  case of 
col lateral  shortfa l ls ,  and c l ients are obl iged to honor them within 3 days;  such Margin cal ls 
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were exercised within Mar/20 and al l  c l ients honored them. The Bank does not consider that 
there wi l l  be any impact on its Capital  from these loans, given both its conservative security 
el igibi l i ty criteria and haircuts applied.

d.	 	Real Estate Financing: The Bank is mainly active in 2 jurisdictions, Greece and UK. The cl ientele 
of the Bank are High Net Worth Individuals,  with mult iple sources of income, that are expected 
to continue honoring their obl igations. In case of any cash f low shortfal ls due to the crisis,  the 
Bank wil l  apply the aforementioned rel ief Measures, although not more than 10% of the Real 
Estate Portfol io is  expected to be affected.  Moreover,  the Bank has a conservat ive Loan-to-
Value pol icy, as such, does not expect any col lateral shortfal ls from a possible decl ine in real 
estate valuations (current average LTVs, for both Greece and UK, are lower than 50%).

e. 	 Shipping Financing: The Shipping portfol io is relatively small ,  and adequately diversif ied both 
c l ient  wise (12 c l ients)  and col latera l  wise (29 ships,  in  4 sub-sectors of  sh ipping ( tanker , 
dry ,  product ,  conta iner ) ,  w i th  top  sub-sector  account ing  for  51% of  loans .  LTVs are  a lso 
conservat ive,  whi le  a l l  borrowers are establ ished ship-owners with exper ience in managing 
cr ises .  The  Bank  cons iders  that  the  St ress  Tests  parameters  (as  d ic ta ted  by  the  Group) 
adequately cover the current crisis and possible rebound.

f . 	 The Bank is  sending on a  week ly  bas is  (as  of  25/03/20) ,  a  report  to  CSSF,  w i th  ana lys is 
on portfol io performance (Days past due,  Margin cal ls ,  etc)  and cl ient  appl icat ions for  rel ief 
measures

3.	 Liquidity 
a. 	 The Bank does not expect a negative impact from the Covid19-crisis,  as it  maintains adequate 

l iquidity buffers and LCR rat ios s ignif icant ly above the regulatory minimum (>2x) .  The Bank 
plans to maintain this ratio above 200% for the next 3 years.

b. 	 As of Mar/20, the Bank has witnessed an increase in Cl ient deposits by +9.2% compared to 
Feb/20, as both the Bank and the Luxembourgish jurisdiction are considered safe havens for 
cl ient’s assets in case of crisis.

c. 	 As of  Mar/20, the Cl ient Loans to Cl ient Deposit  rat io of  the Bank has decreased to 73.6%, 
compared to 77.4% in Feb/20. The Bank has not witnessed abnormal usage of Liquidity l ines 
by cl ients,  and even i f  this material izes,  i t  is in place to manage this,  as al l  these committed 
l ines are condit ional on the cl ients maintaining either respective cash col lateral with the Bank 
or l iquid tradeable securit ies that can be easi ly sold or refinanced in the markets. 

d. 	 The Bank is sending on a weekly basis (as of 25/03/20),  a report to CSSF, with projection on 
the Liquidity posit ion over the next 30 days (as per LCR framework) as well  as any abnormal 
deposi t  outf lows,  margin ca l ls  exchanged with  interbank counterpart ies and any abnormal 
uti l ization of l iquidity faci l i t ies.

4.	 	Market Risk: 
a. 	 The Bank does not  have a trading book,  and maintains minimal  FX open posit ions,  as such 

there is no impact form the current crisis

b.	 The Bank exchanges, on a dai ly basis,  Margin cal ls with Interbank counterpart ies concerning 
ISDA and GMRA agreements that it  maintains with them

c.	 Any adverse  e f fect  on  Equ i ty  and Bond pr ices ,  for  pos i t ions  he ld  by  c l ients  and used as 
col lateral for Lombard lending, is managed as per Analysis in the previous Lombard section

5.	 Interest Rate Risk for Banking Book
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a.	 The current Stress Tests examine 6 scenarios of rate shifts. 

b. 	 	The current  po l icy  responses by Centra l  Banks,  and y ie ld  curve sh i f ts ,  are  wel l  w i th in  the 
aforementioned Stress Tests,  as such the Bank does not consider that  the current cr is is  is 
beyond the boundaries of its current Stress Tests

6.	 Operational
a. 	 A  da i ly  Cr is is  Commit tee meet ing has been set  up .  The Cr is is  Commit tee estab l ishes and 

monitors the implementat ion of  the cont ingency plan,  and includes the Senior Management 
and Managers of  the Luxembourg Bank,  the London Branch and the Athens Representat ive 
Off ice. Decisions and measures implemented are adapted to each entity specif icit ies;

b. 	 Guidel ines from national authorit ies, regulators, and the Group are taken into consideration;

c. 	 Spl it  off ice -  each department team has been spl it  and each part of the department is located 
in  two separate  locat ions :  in  the  new bu i ld ing  in  Neudor f  and  in  the  prev ious  bu i ld ing  in 
Kirchberg. People are assigned only to one location and cannot visit  the other location. There 
is  no exchange of  physical  documents between the locat ions,  only exchange of  emai ls  with 
PDF, exchange/accessibi l i ty of electronic documents through the systems and network

d.	 Spaced off ice -  Occupied off ice spaces are sparsely occupied to al low for staff distancing;

e. 	 Work from Home - 87% of the Bank is enrol led to the remote access infrastructure and 82% 
is already working from home;

f . 	 BCP update - In case any of the Bank’s premises are not accessible due to contamination, two 
priority groups are defined for executing al l  business from home;

g.	 The CEO and CRO are in permanent contact with Group Headquarters, through weekly and ad 
hoc cal ls;  the Chief Governance and Controls Off icer participates to the Group Covid 19 weekly 
cal ls.  Ad hoc documentations/communications are received from and shared with the Group;

h.	 Communicat ion – Messages (website,  “out of  off ice” ,  in case of  BCP is tr iggered)  have been 
prepared;

i . 	 The evo lut ion  of  the  s i tuat ion  is  moni tored every  day and the  act ion  p lan  is  adapted and 
refined when and where needed;

j . 	 Based on the above actions, and the signif icant Operational Risk Capital  charge (vs material ized 
h istor ica l  Operat iona l  Losses) ,  that  is  adequate  to  a lso  cover  P i l lar  I I  Capi ta l  charges ,  we 
consider that the Operat ional  Risk from Covid-19 is adequately assessed within the current 
ICAAP.

BUSINESS OUTLOOK

Luxembourg is the premier private banking centre in the Eurozone and the second largest fund 
centre in the world.  The success of the f inancial  centre is founded on the social  and pol it ical  stabi l i ty 
of the Grand Duchy, its AAA rating and a modern legal and regulatory framework that is continuously 
updated, through regular consultation among the government, the legislator and the private sector. 
These strengths,  combined with Luxembourg’s openness to the world and strategic location,  have 
at t racted in ternat iona l  banks ,  insurance companies ,  investment  fund promoters  and spec ia l is t 
service providers. The Luxembourg f inancial  centre is characterised by a strong culture of investor 
protect ion and r igorous ant i  money- launder ing pol ic ies .  I ts  specia l ist  teams are mult i l ingual  and 
mult icultural ,  with a long tradit ion of f inancial  expertise and extensive knowledge of the needs of an 
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international cl ientele.  The Luxembourg f inancial  centre is an ideal hub for private and institutional 
investors from al l  over the world.

On the UK front,  the next two years wi l l  be chal lenging, as the Brexit  transit ion period negotiations 
and implementation wil l  have a signif icant impact on the country and especial ly London as a global 
f inancial  center.  The Bank is directly impacted by the UK’s withdrawal from the EU as of 31/01/20, 
given its UK presence via the London Branch. To this effect,  the Branch has entered into the UK’s 
Temporary Permissions Regime as of 11 March 2019, thus al lowing it  to extend its current l icenses 
granted under  the EU Passport ing reg ime,  for  a  per iod of  up to  3 years  (start ing f rom the date 
that  the t ransi t ion per iod ends;  current ly  31/12/20) ,  whi le  in  the meant ime seeking permanent 
authorization by UK regulators.  The Branch is within the PRA’s r isk appetite,  and there is no need 
to turn i t  into a subsidiary.  Moreover,  the Bank has been granted a Third Country Branch License 
by SSM/CSSF. The Branch is projected to maintain the simple nature of its operations that centers 
mostly on f inancing UK properties and attracting deposits,  thus requir ing l imited to no restructuring. 
As per  2019 SREP letter ,  no exposures with EU c l ients ,  wi th  no UK nexus,  wi l l  be booked in  the 
Branch. The current staff ing of the Branch is deemed adequate, already complying with regulatory 
expectations. The Branch is expected to remain profitable throughout the projected 3-year period.

Overal l ,  our Bank is entering 2020 maintaining a strong posit ion. In particular:

1.	 Our Bank, an autonomous organization incorporated under Luxembourg law and regulated by the 
European Central Bank (ECB) and the “Commission de Survei l lance du Secteur Financier” (CSSF), 
is armoured with an exceptional ly strong capital  posit ion, ample excess l iquidity,  a self-suff icient 
operating model and an asset book of EUR 2.2bn. 

2.	 T h r o u g h  o u r  t h i r t y  f o u r  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 
comprehens ive  range of  wor ld  c lass  products  and persona l ized serv ices  in  Pr ivate  Bank ing , 
Wealth Structur ing and Management,  and Funds Administrat ion,  as wel l  as selected corporate 
banking services. 

3.	 With locat ions in  Luxembourg and London,  and presence in  Greece,  our  Bank is  posit ioned to 
cover cl ients in a wide geographical area, especial ly in Southeast Europe, the UK and Luxembourg. 
Luxembourg’s strength as Eurozone’s top Private Banking centre, combined with London’s global 
reach, afford our cl ients access to an especial ly broad realm of possibi l i t ies.

W h i l e  C o v i d - 1 9 ’ s  e x t r a o r d i n a r y  a n d  u n f o r e s e e n  c h a l l e n g e s  h a v e  o v e r w h e l m e d  s o c i a l  a n d 
economic activity global ly in the f irst half  of 2020, a signif icant recovery wil l  inevitably start in the 
second half  of the year.  For most European Banks, managing the pandemic’s effects and legacy wil l 
add to the existing chal lenges of increased regulation, diminishing margins and persisting negative 
EUR interest rates. In that backdrop, our plan for 2020 bui lds on our particular strengths and niche 
advantages to  defend and grow our  business and prof i tabi l i ty ,  whi le  staying h ighly  v ig i lant  wi th 
respect  to  Cov id-19.  More spec i f ica l ly ,  our  ef for ts  for  the current  year  wi l l  focus in  seven main 
directions:

( i ) 	 We wil l  continue adapting and strengthening our pandemic contingency operational set up, 
so that we ensure (a) the safety of our staff and our communit ies, (b) uninterrupted and ful l 
service to our cl ients, and (c) the continuing f inancial  strength of our Bank. 

( i i ) 	 We intend to attract more cl ients and funds under management in our Wealth Management 
and Fund Serv ices  p la t forms,  through our  exc lus ive  and innovat ive  o f fer ing ,  our  broad 
geographical footprint and our expanding relationship and referral  networks.

( 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 commerc ia l  bank ing,  as  wel l  as  se lected sh ipping loans wi l l  deepen 
our cl ient relat ionships and increase and diversify our asset prof itabi l i ty.  As in past years, 
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conservative col lateral standards wil l  be applied throughout this activity,  as per the detai led 
metrics set in our Risk Pol icy.

( iv) 	 W e  w i l l  e x p a n d  t h e  u s e r  b a s e  o f  o u r  n e w  t r a n s a c t i o n a l  E b a n k i n g ,  w h i l e  i m p r o v i n g  i t 
fur ther ,  based on a  broader  c l ient  feedback .  Th is  w i l l  s ign i f icant ly  enhance our  current 
digital  platform, upgrading – for the medium term – the overal l  service and communication 
experience for our cl ients, whi le further optimising the Bank’s operations.

(v) 	 We wi l l  launch a bank-wide transformat ion project  to  a new state-of- the-art  core banking 
system, complete with the most advanced mult i-channel technology. That strategic transit ion 
wil l  bring the bank to the forefront of banking technology and greatly advance its operational 
eff iciency and our cl ients service and experience for the long term.

(vi) 	 We wi l l  fo l low through with our plans for  a smooth transit ion of  our London Branch to the 
post-Brexit  era.

(vi i ) 	 Final ly,  we wil l  continue with the implementation of al l  new regulatory requirements becoming 
e f fect i ve  throughout  2020,  wh i le  thorough ly  address ing  the i r  impact  on  our  bus iness , 
systems and operations.

 O n  b e h a l f  o f  t h e  B o a r d  o f  D i r e c t o r s ,  w e  w o u l d  l i k e  t o  e x p r e s s  t o  o u r  c u s t o m e r s  o u r  d e e p 
appreciat ion for their  loyalty to the Bank and to the management and personnel  our grat i tude for 
their enthusiasm, consistency and dedication. 

14 May 2020

Konstantinos Tsiveriotis
CEO & Managing Director

 François Ries
Chairman

17Eurobank Pr ivate Bank Luxembourg S.A.



To the Board of Directors
of Eurobank Private Bank 
Luxembourg S.A.

534, rue de Neudorf
L-2220 Luxembourg
Luxembourg
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REPORT OF THE REVISEUR D’ENTREPRISES AGREE

Report on the audit of the annual accounts

Opinion

We have audited the annual accounts of Eurobank Private Bank Luxembourg S.A. (the "Bank") , 
which comprise the balance sheet  as at  31 December 2019,  and the prof i t  and loss account 
for the year then ended, and notes to the annual  accounts,  including a summary of s ignif icant 
accounting pol icies.

In our opinion,  the accompanying annual  accounts give a true and fair  v iew of  the f inancial 
posit ion of the Bank as at 31 December 2019 and of the results of i ts operations for the year 
then ended in accordance with Luxembourg legal  and regulatory requirements relat ing to the 
preparation and presentation of the annual accounts.

Basis for opinion

We conducted our audit  in accordance with the EU Regulat ion N° 537/2014, the Law of 23 
July 2016 on the audit profession (“Law of 23 July 2016”) and with International Standards on 
Audit ing ( “ ISAs”)  as adopted for  Luxembourg by the “Commission de Survei l lance du Secteur 
Financier”  ( “CSSF”) .  Our responsibi l i t ies under the EU Regulat ion N° 537/2014, the Law of 23 
July 2016 and ISAs are further descr ibed in the «  Responsibi l i t ies of  “Réviseur d ’Entrepr ises 
agréé” for the audit  of the annual accounts » section of our report .  We are also independent of 
the Bank in accordance with the International Ethics Standards Board for Accountants’  Code of 
Eth ics for  Professional  Accountants ( “ IESBA Code”)  as adopted for  Luxembourg by the CSSF 
together  wi th the eth ica l  requirements that  are re levant  to  our  audit  of  the annual  accounts, 
and have fulf i l led our other ethical responsibi l i t ies under those ethical requirements. We bel ieve 
that the audit evidence we have obtained is suff icient and appropriate to provide a basis for our 
opinion.

Key audit matters

K e y  a u d i t  m a t t e r s  a r e  t h o s e  m a t t e r s  t h a t ,  i n  o u r  p r o f e s s i o n a l  j u d g m e n t ,  w e r e  o f  m o s t 
s ign i f icance in  our  aud i t  o f  the  annua l  accounts  o f  the  current  per iod .  These matters  were 
addressed in  the context  of  the audi t  of  the annual  accounts  as a  whole ,  and in  forming our 
opinion thereon, and we do not provide a separate opinion on these matters.

1. Valuation of loans and advances to customers (value adjustment process)

Description

Loans and advances to  customers are one of  the s ign i f icant  i tems on the Bank ’s  ba lance 
sheet  represent ing  71% of  to ta l  assets .  The  Bank ’s  customer  lend ing  operat ions  pr imar i ly 
consist of  corporate loans that are focused on companies,  which are already customers of the 
Eurobank Group and loans to  Pr ivate  Bank ing c l ients  which  are  granted in ternat iona l ly  and 
supported by mortgages and/or f inancial  securit ies.  58% of loans to customers is guaranteed, 
in  tota l  or  part ia l ly ,  by Letter  of  Guarantee (LG)  and/or  P ledge on Funding (PF)  by Eurobank 
Ergasias S.A.  ( the “Parent Bank”) ,  42% of the Bank’s loan portfol io is therefore retained at the 
Bank’s own credit r isk.
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The majority of the Bank’s borrowers are exposed to the Greek and UK specif ic sector condit ions. 
Adverse market condit ions in those aforementioned countries may substantial ly worsen the qual ity 
of credit and in particular those not covered by LG or PF.

The identif ication of an impairment event and the determination of specif ic valuation al lowances 
involve s igni f icant  est imat ion uncerta inty and discret ionary power result ing from the borrower 's 
f inancial  posit ion and performance, as wel l  as from the valuation of col lateral  and the amount and 
t iming of expected future payments.

For this reason, we identif ied the determination of impairment on loans to corporate customers 
and institutional cl ients as a particularly signif icant issue in the Bank's f inancial  statements.

The Bank’s disclosures on the accounting pol icy for value adjustments in respect of  loans and 
advances are provided in Note 2.3 within the notes to the annual accounts.

How our audit addressed the area of focus

Our audit  approach included audit procedures relat ing to the Bank's internal control  system for 
identifying and quantifying a need for value adjustment, as wel l  as substantive audit procedures on 
impaired and unimpaired receivables.

Our audit procedures relating to the Bank's internal control system focused on key controls within 
the framework of the credit approval and credit monitoring process, as wel l  as the identif ication of 
impaired assets and the determination of the necessary value adjustment requirements, which were 
tested for their design, implementation and effectiveness.

We ana lysed  the  Bank 's  lend ing  and  mon i tor ing  process  by  conduct ing  in terv iews  w i th  the 
responsible employees and inspected and analysed the internal  guidel ines and examined whether 
they were suitable for identifying the inherent r isks and deriving appropriate r isk provisions in the 
form of value adjustments.

Regarding substantive testing, the following audit procedures were 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 
comparison to prior years to identify trends and areas of particular r isk.

	— For a sample of referred loans, obtaining evidence on the existence and accuracy of respective 
col laterals (e.g.  pledged funding, letter of guarantees, etc.)  provided by the Parent Bank and 
assessing the creditworthiness of  the Parent Bank to honour i ts commitments towards the 
Bank.

	— Credit  r isk assessment for  a sample of  own credit  r isk loan portfol io ,  reviewing the c l ients’ 
f i les,  the late payment reports,  the relevant agreements and independent valuat ions of  the 
underlying col laterals.

	— Assessing the impairment al lowances for al l  individual ly impaired loans and advances.

	— Considering the adequacy of disclosures in the annual accounts of the Bank with reference to 
the requirements of the prevai l ing accounting standards
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A U D I T  R E P O R T

Other information

The Board of Directors is responsible for the other information. The other information comprises 
the information stated in the annual report including the management report but does not include 
the annual accounts and our report of “Réviseur d’Entreprises agréé” thereon.

Our opinion on the annual accounts does not cover the other information and we do not express 
any form of assurance conclusion thereon.

In  connect ion  w i th  our  aud i t  o f  the  annua l  accounts ,  our  respons ib i l i ty  i s  to  read  the  other 
in format ion and,  in  do ing so ,  cons ider  whether  the  other  in format ion is  mater ia l ly  incons istent 
w i t h  t h e  a n n u a l  a c c o u n t s  o r  o u r  k n o w l e d g e  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 
material ly misstated. I f ,  based on the work we have performed, we conclude that there is a material 
misstatement  of  th is  other  in format ion ,  we are  requi red to  report  th is  fact .  We have noth ing to 
report in this regard.

Responsib i l i t ies  of  the  Board of  D i rectors  and Those Charged wi th  Governance for  the 
annual accounts

The Board of  D irectors is  responsib le  for  the preparat ion and fa i r  presentat ion of  the annual 
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 
preparation and presentation of the annual accounts, and for such internal control as the Board of 
Directors determines is necessary to enable the preparation of annual accounts that are free from 
material  misstatement, whether due to fraud or error.

In preparing the annual accounts, the Board of Directors is responsible for assessing the Bank’s 
abi l i ty to continue as a going concern,  disclosing,  as appl icable,  matters related to going concern 
and using the going concern basis  of  account ing unless the Board of  Directors e i ther  intends to 
l iquidate the Bank or to cease operations, or has no real ist ic alternative but to do so.

Those charged with governance are responsib le  for  overseeing the Bank’s  f inancia l  report ing 
process.

Responsibil it ies of the Réviseur d’Entreprises agréé for the audit of the annual accounts

The objectives of our audit are to obtain reasonable assurance about whether the annual accounts 
as a whole are free from material  misstatement, whether due to fraud or error,  and to issue a report 
of “Réviseur d’Entreprises agréé” that includes our opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accordance with the EU Regulation N° 
537/2014, the Law of  23 July 2016 and with ISAs as adopted for  Luxembourg by the CSSF wi l l 
always detect a material  misstatement when it  exists.  Misstatements can arise from fraud or error 
and are considered material  i f ,  individual ly or in the aggregate, they could reasonably be expected 
to inf luence the economic decisions of users taken on the basis of these annual accounts.

As part of an audit in accordance with the EU Regulation N° 537/2014, the Law of 23 July 2016 
and wi th  ISAs as adopted for  Luxembourg by the CSSF,  we exerc ise professional  judgment  and 
maintain professional skepticism throughout the audit .  We also:

	— Identify and assess the r isks of material  misstatement of the annual accounts,  whether due 
to fraud or error,  design and perform audit procedures responsive to those risks, and obtain 
audit  evidence that is suff ic ient and appropriate to provide a basis for our opinion.  The r isk 
of not detecting a material  misstatement result ing from fraud is higher than for one result ing 
from error,  as fraud may involve col lusion, forgery, intentional omissions, misrepresentations, 
or the override of internal control.
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	— Obta in  an understanding of  interna l  contro l  re levant  to  the audi t  in  order  to  des ign audi t 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Bank’s internal control.

	— 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 
accounting estimates and related disclosures made by the Board of Directors.

	— Conclude on the appropriateness of  the Board of  Directors'  use of  the going concern basis 
of  account ing and,  based on the audi t  ev idence obta ined,  whether  a  mater ia l  uncerta inty 
exists related to events or condit ions that may cast signif icant doubt on the Bank’s abi l i ty to 
continue as a going concern. I f  we conclude that a material  uncertainty exists,  we are required 
to draw attention in our report of the “Réviseur d’Entreprises agréé” to the related disclosures 
in  the annual  accounts  or ,  i f  such d isc losures are inadequate ,  to  modi fy  our  opin ion .  Our 
conclus ions are based on the audi t  ev idence obta ined up to  the date of  our  report  of  the 
“Réviseur d’Entreprises agréé”.  However,  future events or condit ions may cause the Bank to 
cease to continue as a going concern.

	— Evaluate the overal l  presentat ion,  structure and content  of  the annual  accounts,  inc luding 
the disclosures, and whether the annual accounts represent the underlying transactions and 
events in a manner that achieves fair presentation.

We communicate  w i th  those  charged w i th  governance regard ing ,  among other  mat ters ,  the 
p lanned scope and t iming  o f  the  aud i t  and s ign i f i cant  aud i t  f ind ings ,  inc lud ing  any  s ign i f i cant 
deficiencies in internal control that we identify during our audit .

F rom the  mat ters  communicated  w i th  those  charged w i th  governance ,  we  determine  those 
matters that were of most signif icance in the audit of the annual accounts of the current period and 
are therefore the key audit matters. We describe these matters in our report unless law or regulation 
precludes public disclosure about the matter.
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A U D I T  R E P O R T

Report on other legal and regulatory 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  M e e t i n g  o f  t h e 
Shareholders on 6 June 2019 and the duration of our uninterrupted engagement, including previous 
renewals and reappointments, is two years.

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 
accordance with applicable legal requirements.

We confirm that the prohibited non-audit services referred to in the EU Regulation No 537/2014 
were not provided and that we remained independent of the Bank in conducting the audit .

KPMG Luxembourg
Société coopérative
Cabinet de révision agréé

M. Weber

Partner

Luxembourg, 14 May 2020
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ASSETS Note(s)
2019
EUR

2018
EUR

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

3.2, 4 178,351,795 116,473,012

Loans and advances to credit institutions

- repayable on demand 2.3, 3.2, 6 27,626,906 66,968,571

- other loans and advances 2.3, 3.2, 6 299,148,642 398,398,198

326,775,548 465,366,769

Loans and advances to customers 2.3, 3.2,6 1,530,394,156 1,621,156,990

Bonds and other fixed-income 
transferable securities:

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

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 8,741,743

Intangible assets 2.7,7 1,737,042 1,602,919

Tangible assets 2.7,7 1,877,611 795,923

Other assets 6 251,624 159,238

Prepayments and accrued income 6 19,208,497 21,366,122

Total assets 2,158,842,974 2,327,167,674

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 9

(expressed in euro)

The accompanying notes form an integral part of these annual accounts.
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LIABILITIES Note(s)
2019
EUR

2018
EUR

Amounts owed to credit institutions:

- repayable on demand 3.2,6 10,260,966 957,860

- with agreed maturity dates or periods of notice 3.2,6 681,082,839 880,325,407

691,343,805 881,283,267

Amounts owed to customers:

- other debts

 • repayable on demand 3.2,6 754,865,063 769,690,442

 • with agreed maturity dates or periods of notice 3.2,6 436,526,008 397,561,136

1,191,391,071 1,167,251,578

Other liabilities 1,276,659 1,590,856

Accruals and deferred income 6 4,284,126 3,882,086

Provisions:

- provisions for taxation 13,9 7,988,228 9,017,457

- other provisions 1,882,385 1,902,012

9,870,613 10,919,469

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

Reserves 9,10 38,954,315 38,402,515

Profit brought forward 10 138,286,104 140,028,009

Profit for the financial year 13,436,281 13,809,894

Total liabilities 2,158,842,974 2,327,167,674

The accompanying notes form an integral part of these annual accounts.
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O F F  B A L A N C E  S H E E T 
A S  A T  D E C E M B E R  3 1, 2 0 1 9
(expressed in euro)

Note(s)
2019

EUR
2018

EUR

Contingent Liabilities
of which:

12.1 9,657,444 15,018,784

- guarantees and assets pledged 
as collateral security

9,657,444 15,018,784

Commitments
of which:

12.2 535,505,026 707,101,481

- commitments arising from sale 
and repurchase transactions

355,973,242 456,926,762

Fiduciary Transactions 12.2 366,888,201 259,228,986

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

Αnnual  Report  201926



P R O F I T  A N D  L O S S  A C C O U N T
F O R  T H E  Y E A R  E N D E D
D E C E M B E R  3 1, 2 0 1 9
(expressed in euro)

Note(s)
2019
EUR

2018
EUR

Interest receivable and similar income 
of which: 

arising from fixed-income transferable securities

13.1,13.2 54,228,446

569,563

55,627,438

574,573

Interest payable and similar charges 13.3 (25,135,671) (29,277,194)

Commissions receivable 13.1, 13.4 11,840,423 12,019,653

Commissions payable 13.5 (3,806,000) (3,439,426)

Net profit on financial operations 13.6 661,256 1,017,382

Other operating income 13.7 822,475 645,437

General administrative expenses

- staff costs 15 (11,473,904) (11,064,497)

of which:
• wages and salaries

• social security costs

of which: pension costs

- other administrative expenses

(9,437,363)

(1,702,091)

(1,255,965)

(8,584,232)

(9,146,924)

(1,616,818)

(1,123,645)

(7,442,424)

Value adjustments in respect of intangible  
and tangible assets

7 (1,002,515) (804,734)

Other operating charges 13.8 (1,133,736) (829,730)

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

(32,778) (651,268)

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

218,401 375,937

Tax on profit on ordinary activities 13.9 (3,165,884) (2,366,680)

Profit on ordinary activities after tax 13,436,281 13,809,894

Profit for the financial year 13,436,281 13,809,894

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  A T  D E C E M B E R  3 1, 2 0 1 9

NOTE 1	GENERAL

Eurobank Pr ivate  Bank Luxembourg S .A .  ( the  “Bank” )  was incorporated in  Luxembourg on 
August 26, 1986, as a “Société Anonyme” under the name of Banque de Dépôts (Luxembourg) 
S .A. .  The Extraordinary Genera l  Meet ing of  Shareholders he ld  on August  6,  1997 resolved to 
change the name of the Bank to EFG Private Bank (Luxembourg) S.A. with effect from September 
10, 1997.

The Extraordinary General Meeting of Shareholders held on September 17, 2008 resolved to 
change the name of  the Bank to Eurobank EFG Pr ivate Bank Luxembourg S.A.  with effect  from 
October 1, 2008.

As part of the rebranding project of the Group, the new coordinated status dated September 
18, 2012 resolved to change the name of the Bank to Eurobank Private Bank Luxembourg S.A. 
with immediate effect.

The Bank is  engaged in the business of  provid ing pr ivate banking,  investment and advisory 
serv ices  for  corporate  and pr ivate  c l ients  as  wel l  as  admin ist rat ive  and custody serv ices  for 
investment  funds .  The  Bank  is  act ive  in  the  money markets ,  depos i t  tak ing  and lend ing  and 
engages in spot and forward foreign exchange business as wel l  as undertaking transact ions in 
securit ies and off balance sheet instruments, both for its own account and on behalf  of customers.

At the beginning of June 2015, the Bank acquired the former Eurobank Ergasias S.A. London 
Branch in the United Kingdom, Eurobank Private Bank Luxembourg -  London Branch (“Eurobank 
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 
activit ies,  especial ly in Central  and South-Eastern Europe and to individual cl ients with local and 
international banking needs. Furthermore, Eurobank London serves as an extension of the Bank’s 
Private Banking platform to London based cl ients.

Eurobank Private Bank Luxembourg S.A. is included in the consolidated f inancial  statements of 
Eurobank Ergasias S.A. ,  whose registered off ice is in Athens (8 Othonos Street,  10557 Athens, 
Greece) where the consolidated f inancial  statements are avai lable.

Eurobank Ergasias S.A. prepares the consolidated f inancial  statements for the largest body of 
undertakings of which the Bank forms part as a subsidiary undertaking.

NOTE 2	SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of presentation

These annual accounts have been prepared in conformity with accounting principles general ly 
accepted in the banking sector in the Grand Duchy of Luxembourg. The accounting pol ic ies and 
the pr inciples of  valuat ion are determined and appl ied by the Board of  Directors,  except those 
which are defined by Luxembourg law and regulations.

O n  t h e  b a s i s  o f  t h e  c r i t e r i a  s e t  o u t  b y  t h e  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 
preparing consolidated annual accounts. In accordance with the amended law of June 17, 1992, 
the present annual accounts are consequently prepared on an unconsolidated basis for approval 
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by the Annual General Meeting of Shareholders.

2.2 Foreign currencies

The Bank  has  adopted a  mul t icurrency  account ing  system,  as  a  resu l t  o f  wh ich  assets  and 
l iabi l i t ies are recorded in the currencies in  which they have occurred.  For  the preparat ion of  the 
annual accounts, amounts in foreign currencies are translated into euro (EUR) on the fol lowing basis:

2.2.1 Spot transactions
Assets and l iabi l i t ies in foreign currencies are translated into euro at exchange rates applicable 

at the balance sheet date.

Income, charges and purchases of  f ixed assets are recorded in the currency in which they are 
col lected or disbursed and are translated into euro at rates approximating those rul ing at the t ime 
of the transaction.

Exchange gains and losses arising from the Bank’s net open currency spot posit ion are taken to 
the profit  and loss account in the current year.

Unsettled spot foreign exchange transactions are translated into euro at 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 
transactions are neutral ised through “prepayments and accrued income” and “accruals and deferred 
income” accounts.  Premiums or discounts ar ising due to the difference between spot and forward 
exchange rates are amortised in the profit  and loss account on a pro-rata basis.

2.2.2 Forward transactions
Unsett led forward exchange transactions are translated into euro at the forward rate prevai l ing 

on the balance sheet date for the remaining maturity.

Unreal ised exchange losses on un-hedged forward exchange contracts  are recognised in  the 
prof it  and loss account at the forward rate prevai l ing on the balance sheet date for the remaining 
term of the contract .  Unreal ised exchange gains on forward exchange contracts are not included, 
and are only recognised when ult imately real ised,  except when such contracts form an economic 
unit with offsett ing foreign exchange transactions. 

2.2.3 Swaps transactions
In terest  income and expense generated f rom currency swap t ransact ions  are  accrued on  a 

straight- l ine basis over the period of  the swap contract and are included in interest receivable or 
payable in the profit  and loss account,  as appropriate.

2.3 Loans and advances

Loans and advances are  s tated at  d isbursement  va lue  less  repayment  made and any va lue 
adjustments required. Accrued interests are recorded in balance sheet caption “prepayments and 
accrued income”. 

The pol icy of the Bank is to establ ish specif ic value adjustments for doubtful debts in accordance 
with the circumstances and for amounts specif ied by the Board of Directors. These value adjustments 
are deducted from the appropriate asset account balances.
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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 9

2.4 Valuations of bonds and other fixed income transferable securities

The Bank has div ided i ts portfol io of  bonds and other f ixed- income transferable securit ies into 
three categories for valuation purposes:

2.4.1 Investment portfol io of f inancial f ixed assets
This portfol io comprises bonds and other f ixed-income transferable securit ies, which are intended 

to be held on a continuing basis in the normal course of the Bank’s activit ies.

Principle of valuation at acquisit ion cost

Bonds and other f ixed-income transferable securit ies are recorded at historical  acquisit ion cost 
in their original currency. The acquisit ion cost includes the costs to purchase the asset. 

A value adjustment is made where the market value at the balance sheet date is lower than the 
acquisit ion cost and when the Board of Directors considers the depreciation to be permanent.

The premium resul t ing f rom the purchase of  f i xed- income transferab le  secur i t ies  hav ing the 
characterist ics of f inancial  f ixed assets,  at  a price exceeding the amount repayable at maturity,  is 
amortised in the profit  and loss account on a straight l ine basis over the period remaining unti l  f inal 
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 - i n c o m e  t r a n s f e r a b l e 
secur i t ies  hav ing  the  character is t ics  o f  f inanc ia l  f i xed  assets ,  a t  a  pr ice  less  than the  amount 
repayable at maturity,  is  accrued against prof i t  and loss account on a straight l ine basis over the 
period remaining unti l  f inal repayment.

2.4.2 Trading portfol io
This portfol io comprises bonds and other f ixed-income transferable securit ies purchased with the 

intention of sel l ing them in the short term. These securit ies are traded on a market whose l iquidity 
can be assumed to be certain and their market price is at al l  t imes avai lable to third parties. These 
securit ies are valued at the lower of their acquisit ion cost and their market value.

During the year,  the Bank did not hold any trading portfol io.

2.4.3 Structural portfol io
This portfol io comprises bonds and other f ixed-income transferable securit ies and asset swaps 

purchased for their investment return or yield or held to establ ish a particular asset structure or a 
secondary source of l iquidity.  I t  also includes bonds and other f ixed-income transferable securit ies 
not contained in the other two categories.

Securit ies in this portfol io are valued at the lower of  their  amort ised acquisit ion cost and their 
market value. The value adjustments, corresponding to the negative difference between the market 
va lue and the amort ised acquis i t ion cost ,  are  not  mainta ined i f  the reasons for  which the va lue 
adjustments were made no longer exist.

Premiums / discounts included in the acquisit ion cost and result ing from the purchase of bonds 
and other f ixed-income transferable securit ies included in this portfol io at a price exceeding / lower 
than the amount repayable at maturity are amortised in the profit  and loss account on a straight l ine 
basis over the period remaining unti l  f inal repayment.

Asset  swaps he ld  in  th is  port fo l io  are  packaged deals  made of  a  bond or  other  f i xed- income 
transferable secur i ty and an interest  rate swap,  swapping the respect ive interest  rates ( f loat ing/
f ixed) received and paid.  Consequently,  asset swaps held in the structural  portfol io are booked at 
their par and subsequently measured at the lower of cost or Market value.
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2.5 Valuation of variable yield transferable securities

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 
considered to be af f i l iated undertak ings.  Part ic ipat ing interests comprise r ights in  the capita l  of 
other undertakings, the purpose of which is to contribute to the activity of the company through a 
durable l ink.

Participating interests and shares in aff i l iated undertakings are recorded in the balance sheet at 
their acquisit ion cost in their original currency. The acquisit ion cost includes the costs to purchase 
the assets. 

By nature, participating interests belong to the investment portfol io of f inancial  f ixed assets. As 
at December 31, 2019, shares in aff i l iated undertakings also belong to the investment portfol io.

A va lue adjustment is  made i f  the Board of  Directors considers that  a  permanent  impairment 
exists in their carrying value at the balance sheet date.

2.6 Sale and repurchase agreements

I n  case  o f  sa le  and repurchase  agreements ,  the  assets  t ransfer red  are  c l ients ’  assets  and 
therefore are shown in the off balance sheet of the Bank.

2.7 Intangible and tangible fixed assets

F ixed  assets  o ther  than  f inanc ia l  f i xed  assets  are  va lued  at  h is tor ica l  acqu is i t ion  cost .  The 
acqu is i t ion  cost  inc ludes  the  costs  to  purchase  the  assets .  The  acqu is i t ion  cost  o f  in tang ib le 
and tangible assets which use is  l imited in t ime are depreciated on a straight- l ine basis over the 
estimated useful l i fe or at the rates specif ied below.

In  case of  permanent  reduct ion in  va lue ,  in tangib le  and tangib le  assets  are  subject  to  va lue 
adjustments,  regardless of whether their ut i l isation is l imited. The valuation at the inferior value is 
not maintained if  the reasons for which the value adjustments were made no longer exist.

2.7.1 Intangible assets
T h e  c o r e  b a n k i n g  s y s t e m  i s  a m o r t i z 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  1 0  y e a r s  w h e r e a s  t h e 

remaining intangible assets over 4 years. 

2.7.2 Tangible assets
Tangible assets are used by the Bank for its own operations. Tangible assets are valued at cost 

less deprec iat ion to  date .  Deprec iat ion is  ca lcu lated on a  stra ight- l ine bas is  over  the l i fe  of  the 
assets concerned. The rates used for this purpose are:

2019

%

Furniture 18

Machinery and equipment 25

Vehicles 20

Hardware and software 25

Premises fixtures 10

Core banking system 10
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Premises f ixtures in leased off ices are amort ised over the lower of  10 years or  the remaining 
lease period.

2.8 Derivative instruments

2.8.1 Interest rate swaps
In terest  on  interest  rate  swaps is  inc luded in  the  ba lance sheet  capt ions “prepayments  and 

accrued income” and “accruals and deferred income”. I t  is credited or charged to interest receivable 
or payable in the profit  and loss account.

Interest rate swaps, which are not held for hedging purposes, are marked-to-market.  Provisions 
are made for  unreal ised va luat ion losses whereas unreal ised va luat ion ga ins are not  taken into 
account unt i l  matur i ty .  Interest  rate swaps entered into for  hedging purposes are subject  to the 
principle of symmetry with the hedged item. Hedging ineff iciencies are recognised in profit  or loss 
when they result in a net unreal ised loss. They are ignored when they result in a net unreal ised gain.

2.8.2 Forward exchange transactions
Valuation rules for forward exchange contracts are explained in note 2.2.2 above.

2.8.3 Options
F o r  t h e  o p t i o n s  t r a d e d  o v e r  t h e  c o u n t e r  a n d  u n a l l o c a t e d  t o  g i v e n  a s s e t s  o r  l i a b i l i t i e s ,  t h e 

premiums received or  paid appear on the balance sheet unt i l  the exercise or  the expirat ion date 
of  the option,  i f  the option is not exercised before that date.  Commitments on written options are 
booked off-balance sheet.

Options not used for hedging purposes are marked-to-market.  The unreal ised losses are booked 
in the profit  and loss account whereas unreal ised gains are ignored.

Option contracts entered into for hedging a balance sheet item (asset or l iabi l i ty) are booked as 
fol lows: unreal ised result on the premiums is accounted for in the profit  or loss account in “Net profit 
or  net  loss on f inancia l  operat ions” .  Unreal ised results ar is ing from the evaluat ion of  the hedged 
i tem (asset  or  l iabi l i ty)  is  accounted for  in  the prof i t  or  loss in “Net prof i t  or  net  loss on f inancia l 
operations”.  These bookings are presented in net by compensation profit  or loss effects.

Opt ion  contracts  t raded on a  regu lated market  and entered in to  for  the  purpose of  hedging 
identical  reverse options also traded on a regulated market are booked as fol lows: as the posit ion 
on these instruments is closed, the result arising from premiums received and paid is accounted for 
in the profit  and loss account.  These bookings are presented in net by compensation profit  or loss 
effects.

2.9 Lump sum provision

A genera l  reserve for  potent ia l  r isks  on ba lance sheet  and of f  ba lance sheet  i tems has been 
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 
sum prov is ion ca lcu lated on of f  ba lance sheet  i tems is  booked under  the i tem “Prov is ion :  other 
provisions”.
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NOTE 3	ANALYSIS OF FINANCIAL INSTRUMENTS

3.1 Strategy in using financial instruments 

The Bank’s treasury activit ies are primari ly related to the use of f inancial  instruments including 
der ivat ives .  S ince  the  end of  the  year  2012 a l l  t reasury  act iv i t ies  o f  the  Bank  are  carr ied  out 
internal ly in Luxembourg.

Asset/Liabi l i ty Management of the Bank is taking into account other banking activit ies including 
pr ivate  bank ing c l ient  accounts ,  investment  funds and inter -bank act iv i ty  main ly  wi th  Eurobank 
Ergasias S.A.

The Bank aims to use funds from customer operat ions,  investment funds operat ions and other 
market deposits that have been raised at f ixed and f loat ing rates and for var ious periods seeking 
to earn profitable margins by investing these funds in high qual ity assets. Such operations are only 
executed fol lowing the l imits,  as wel l  as defined products determined with the approval of the Board 
of Directors. Limits are currently set in such a way that restricts the Treasury and Foreign Exchange 
department of the Bank from taking large exposures.

During periods of fal l ing interest rates, the Bank seeks to increase its margins by favouring short-
term funding and lending for longer periods at higher rates whilst maintaining suff icient l iquidity 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 margins by lending and borrowing in the short term and by hedging its assets and 
l iabi l i t ies.

Related issues and decisions are taken by the Asset and Liabi l i ty Committee of the Bank.

The Bank  a lso  ra ises  i ts  in terest  marg in  by  obta in ing  prof i tab le  marg ins  through lend ing  to 
w h o l e s a l e  a n d  r e t a i l  b o r r o w e r s  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 i v e n  w h e n  a d e q u a t e 
col lateral  exists and after the approval  of  the Credit  Committee of the Bank.  The Bank also enters 
into guarantees and other commitments such as letters of credit and letters of guarantee.

The monitor ing of  l imits and margins is  carr ied out by the Risk department of  the Bank on the 
basis of the dai ly posit ions provided by the IT department.  These reports are communicated dai ly 
amongst others to Local Management and the Head of Group Treasury in Athens.

W h e n  l i m i t s  a r e  e x c e e d e d  a n d  m a r g i n s  n o t  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  t h e 
responsib le  Manager  are  in formed for  immediate  act ion .  The excesses are  a lso reported to  the 
Board of Directors on a quarterly basis.

The Bank hedges part of its exist ing interest rate r isk result ing from any potential  decrease in the 
fair  value of f ixed rate assets denominated both in local  and foreign currencies using interest rate 
swaps. 

The Bank hedges a proportion of foreign exchange risk it  expects to assume as a result of cash 
f lows from debt securit ies using forward exchange transactions. 

3.2 Analysis of financial instruments

3.2.1 Information on primary f inancial instruments 
The table  here af ter  analyses the leve l  of  pr imary f inancia l  instruments (pr imary non-trading 

instruments) of the Bank, in terms of carrying amounts, into relevant maturity groupings based on 
the remaining period at balance sheet date to the contractual  maturity date.  Addit ional  indicat ion 
of  aggregate fa ir  values of  trading instruments is  disclosed where they di f fer  mater ia l ly  from the 
amounts at which they are included in the accounts.
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“Fair value” is understood as being the amount at which an asset could be exchanged or a l iabi l i ty 
sett led as part of an ordinary transaction entered into under normal terms and condit ions between 
independent,  informed and wil l ing parties, other than in a forced or l iquidation sale.

3.2.1 .1 Analys is  of  f inanc ia l  instruments  –  Pr imary non-t rad ing instruments  (at  carry ing 
amount – EUR)

Figures as at December 31, 2019
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 178,351,795 - - - 178,351,795

Loans & advances to credit institutions 326,775,548 - - - 326,775,548

Loans & advances to customers 470,422,905 363,424,995 413,455,245 283,091,011 1,530,394,156

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 984,296,949 363,424,995 413,455,245 374,591,011 2,135,768,200

Non financial assets 23,074,774 - - - 23,074,774

Total Assets 1,007,371,723 363,424,995 413,455,245 374,591,011 2,158,842,974

Instrument class
(financial liabilities)

Amounts owed to credit institutions:

-	 Repayable on demand 10,260,966 - - - 10,260,966

-	 With agreed maturity dates 
or periods of notice 293,999,069 268,576,035 52,676,561 65,831,174 681,082,839

Amounts owed to customers:

-	 Repayable on demand 754,865,063 - - - 754,865,063

-	 Repayable at term or with notice 361,021,544 75,504,464 - - 436,526,008

Total financial liabilities 1,420,146,642 344,080,499 52,676,561 65,831,174 1,882,734,876

Non financial liabilities 276,108,098 - - - 276,108,098

Total liabilities 1,696,254,740 344,080,499 52,676,561 65,831,174 2,158,842,974

As at December 31, 2019, the Bank held no primary trading financial instruments.
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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.

3.2.1.2 Description of derivative f inancial instruments
The Bank enters into the fol lowing derivative f inancial  instruments:

•	 Forward exchange transactions  represent commitments to purchase foreign and domestic 
currency, including undelivered spot transactions.

•	 Interest rate swaps  are commitments to exchange one set of cash f lows for another.  Swaps 
result in an economic exchange of interest rates (for example, f ixed rate for f loating rate).
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•	 Options  are f inancial  derivatives representing a contract sold by one party (option writer)  to 
another party (option holder) .  The contract offers the buyer the r ight,  but not the obl igation, 
to buy (cal l )  or sel l  (put) a security or other f inancial  asset at an agreed-upon price (the strike 
price) during a certain period of t ime or on a specif ic date (exercise date).

3.2.1.3 Analysis of derivative f inancial instruments
The table below analyses the level  of derivative f inancial  instruments of the Bank, broken down 

in  terms of  not ional  amount ,  into  re levant  matur i ty  groupings based on the remain ing per iod at 
balance 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, 2019.

The not ional  amounts of  certain types of  f inancial  instruments provide a basis for  comparison 
with instruments recognised on the balance sheet but do not necessari ly indicate the amounts of 
future cash f lows involved or the current fair value of the instruments and, therefore, do not indicate 
the  Bank ’s  exposure  to  cred i t  or  pr ice  r isks .  The  der ivat ive  inst ruments  become favourab le  or 
unfavourable as a result  of  f luctuations in market interest rates or foreign exchange rates relat ive 
to their terms. The aggregate contractual or notional amount of derivative f inancial  instruments on 
hand, the extent to which instruments are favourable or unfavourable and, thus the aggregate fair 
values of derivative f inancial  assets and l iabi l i t ies can f luctuate signif icantly from time to t ime.

Derivatives non-trading instruments OTC as at December 31, 2019 (in EUR)

Nominal amounts Net fair value

Figures as at December 31, 2019
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 293,431,401 1,242,988 - - 294,674,389 439,950

Options:  
- Options 1,216,066 - - - 1,216,066 (9,407)

Total 294,647,467 1,242,988 - - 295,890,455 430,543

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)

The Bank held no exchange-traded derivative f inancial instrument as at December 31, 2019.
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3.3 Credit risk

3.3.1 Description of credit 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  c r e d i t  r i s k .  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 i s k  i t 

undertakes by placing l imits on the amount of r isk accepted in relation to one borrower or groups of 
borrowers, and to geographical segments. Such risks are monitored on a revolving basis and subject 
to monthly reviews. Limits are approved by the Board of Directors and reviewed at least annual ly. 
Under  delegat ion of  the Board of  D irectors ,  Management  has the possib i l i ty  to  approve country 
l imits up to a predetermined level .  The Board of Directors also determines who has the authority to 
approve excesses and up to what level .  The exceeding amounts and tenor defined within Group Risk 
Guidel ines are immediately reported to Local Management and the Group Risk Unit in Greece.

The exposure to  any borrower inc luding banks and brokers is  further  restr icted by sub- l imits 
covering on and off-balance sheet exposures. Actual exposures against l imits are monitored dai ly.

Exposure  to  cred i t  r isk  is  managed through regu lar  ana lys is  o f  the  ab i l i ty  o f  borrowers  and 
potent ia l  borrowers  to  meet  interest  and capi ta l  repayment  ob l igat ions and by changing these 
lending l imits where appropriate. Exposure to credit r isk is primari ly managed by obtaining col lateral 
and corporate and personal guarantees.

The Group Risk Unit is sett ing types of col lateral as wel l  as minimum margins. The Bank imposes 
more str ict col lateral  rules than those set by the group based on careful  analysis,  internal pol icies 
and the market environment.  The Bank has a clear procedure to approve “el igible” col lateral  and it 
periodical ly reviews approved col lateral . 

On currency and interest  rate  swaps,  the  Bank ’s  cred i t  r isk  represents  the potent ia l  cost  to 
replace the swap contracts i f  counterparties fai l  to perform their obl igation. This r isk is monitored on 
an ongoing basis with reference to the current fair value and the l iquidity of the market.  To control 
the level of credit r isk taken, the Bank assesses counterparties using the same techniques as for its 
lending activit ies.

3.3.2 Measures of credit r isk exposure
Information on credit  r isk as i t  re lates to f inancial  instruments is  disclosed on the basis of  the 

carrying amount that best represents the maximum credit r isk exposure at the balance sheet date 
without taking account of any col lateral .

With respect  to der ivat ive instruments not  dealt  on a recognised,  regulated market  (OTC) ,  the 
carrying amount (pr incipal  or  not ional  amount)  does not  ref lect  the maximum r isk exposure.  The 
maximum exposure to credit r isk is determined by the value of the overal l  replacement cost.

The table below discloses the level of credit exposure on OTC derivative instruments in terms of 
notional amounts, replacement cost,  potential  future credit exposure and net r isk exposure adjusted 
for  any col latera l ,  broken down by the degree of  credi tworth iness of  the counterparty based on 
internal or external ratings.
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Credit Risk Exposure on OTC derivative instruments (use of market risk method) as at December 31, 2019 
(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 184,011,221 1,781,204 1,840,112 3,621,316 - 3,621,316

C - - - - - -

Sub - total 1 3,621,316

Internal Rating:

- Customer & Fund

2 100,000 828 1,000 1,828 - 1,828

4 128,874,281 273,931 1,288,743 1,562,674 - 1,562,674

Sub - total 2 1,564,502

TOTAL 5,185,818

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

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

3.3.3 Concentration of credit r isk
The tables below shows credit  r isk concentrat ion as i t  relates to f inancial  instruments from on- 

and off  balance sheet exposures by geographic location and economic sector.  In order to enhance 
the true and fair  v iew of the f inancial  posit ion the tables present the OTC derivat ives by the value 
of  the overa l l  rep lacement  cost  and to  that  extend the comparat ive  f igures have been adjusted 
accordingly.
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Economic sector

Credits and other balance 
sheet items

OTC derivatives Commitments

2019 2018 2019 2018 2019 2018

Credit institutions 435,806,592 570,510,230 3,621,316 2,499,588 - -

Households 80,700,499 48,354,861 30,204 14,913 7,598,743 7,430,631

Investment funds 79,229,968 70,820,020 1,225,127 1,221,868 75,000,000 71,000,000

Activity ancillary  
to financial intermediation and 
insurance

395,564,430 551,209,176 - - 57,275,000 42,373,231

Non financial corporations 707,600,633 609,134,311 - - 31,946,044 114,946,176

Governments - - - - - -

Central banks - - - - - -

Financial holding  
companies

134,484,689 133,877,429 - - 1,240,905 1,342,400

Others 127,013,759 206,959,309 - - 6,471,092 13,082,281

Total 1,960,400,570 2,190,865,336 4,876,647 3,736,369 179,531,784 250,174,719

3.3.3.1 Geographic credit r isk concentrations ( in EUR)

Geographic credit risk concentrations (in EUR)

Geographical zone  
(by country or zone)

Credits and other balance 
sheet items

OTC derivatives Commitments

2019 2018 2019 2018 2019 2018

Luxembourg 204,620,297 214,620,509 1,225,127 1,221,868 34,916,201 79,932,890

Other European
Monetary Union (EMU) countries

932,401,650 1,066,895,880 8,523 398,173 76,185,610 119,743,470

Other countries 823,378,623 909,348,947 3,642,997 2,116,328 68,429,973 50,498,360

Total 1,960,400,570 2,190,865,336 4,876,647 3,736,369 179,531,784 250,174,719

As the Bank is mainly active on the European markets, i t  has a signif icant concentration of credit 
r isk with other European f inancial  inst i tut ions.  In total ,  credit  r isk exposure is est imated to EUR 2 
144 809 001 at December 31, 2019 (2018: EUR 2 444 776 424) of which EUR 4 876 647 (2018: 
EUR 3 736 369) consisted of derivative f inancial  instruments.

3.3.3.2 Economic sector credit r isk concentrations ( in EUR)
The table here after discloses the concentration of the credit r isk l inked to f inancial  instruments, 

for both on and off balance sheet exposures, by geographical location and economic sector.
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3.4 Market risk

The Bank takes on exposure to market r isks. Market r isks arise from open posit ions in interest rate, 
currency and equity products, al l  of which are exposed to general and specif ic market movements. 

Interest rate r isk is  monitored dai ly and reported to local  management and the Head of  Group 
Treasury.

On a monthly basis,  the Bank applies a “value at r isk” (VAR) methodology to estimate the market 
r isk of posit ions held and the potential  maximum losses expected. The Board of Directors sets l imits 
on the value of r isk that may be accepted, which is monitored as deemed appropriate.

The Bank’s market r isk reporting and the l imit structure is based on a measure of potential  loss 
under normal market condit ions. The parameters used are:

•	 A 99% one tai led confidence level .  This means that the potential  loss amount is the maximum 
amount that could be lost,  on average, on 99% of trading days. Conversely it  is the minimum 
loss that should be expected on 1% of trading days;

•	 A 10-day holding period.  This means that the Bank measures r isk assuming that exposures 
could not be hedged or unwound in less than 10 working days; and

•	 A 180-day t ime series of changes in market variables.  This means that a 6-month history of 
market movements is used to est imate l ikely changes in market r isk factors (volat i l i t ies and 
correlations).

Since VAR constitutes an integral  part of  the Bank’s market r isk control  system, VAR l imits are 
establ ished by the Board of  D i rectors  on a l l  port fo l io  operat ions inc luding interest  rate ,  fore ign 
exchange 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 
incorporates factors corresponding to individual foreign currencies in which the Bank has material 
posit ions.

Interest rate r isk measurement includes a set of  r isk factors corresponding to interest rates in 
each of  the currencies in  which the Bank has mater ia l  interest  rate sensit ive posit ions.  For  each 
currency,  the y ie ld  curve is  d iv ided into a  number of  matur i ty  segments in  order  to  capture the 
variation in volati l i ty of interest rates at different points on the yield curve.

Equ i ty  pr ices  r isk  measurement  inc ludes  r isk  factors  corresponding  to  each of  the  nat iona l 
markets in  which the Bank has a mater ia l  posit ion,  i r respect ively ,  in  l isted or  unl isted secur i t ies .  
A market index captures market-wide movement in equity prices.
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N O T E  4  C A S H  I N  H A N D ,  B A L A N C E S  W I T H  C E N T R A L  B A N K S  
AND POST OFFICE BANKS

2019
ΕUR

2018
ΕUR

Cash in Hand 118,443 131,880

Mandatory Minimum Reserve 10,719,865 11,341,132

Other cash balances 167,513,487 105,000,000

Total 178,351,795 116,473,012

In accordance with the requirements of the European Central Bank, Central Bank of Luxembourg 
has implemented,  e f fect ive  January 1 ,  1999,  a  system of  mandatory  min imum reserves which 
appl ies to  a l l  Luxembourg credi t  inst i tut ions.  The minimum reserve balance as at  December 31, 
2019 held by the Bank with the Luxembourg Central  Bank amounted to EUR 10 719 865 (2018: 
EUR 11 341 132).

NOTE 5	TRANSFERABLE SECURITIES

5.1 Listed securities

Bonds and other fixed-income transferable securities
2019
ΕUR

2018
ΕUR

- other issues 91,500,000 91,500,000

Total 91,500,000 91,500,000

The market value of bonds el igible for refinancing with a central bank of the Euro zone included in 
the heading “bonds and other f ixed-income transferable securit ies” is EUR 95 685 710 (2018: EUR 
94 942 950).

The Bank  does  not  ho ld  any Greek  Government  Bonds ,  ne i ther  in  the  investment  nor  in  the 
structural portfol io as at December 31, 2019.

As at December 31, 2019, al l  transferable securit ies belong to the investment portfol io of  the 
Bank.

5.2	 Unlisted securities

2019
ΕUR

2018
ΕUR

Participating interests 4,958 4,958

Shares in affiliated  
undertakings

8,741,743 8,741,743

Total 8,746,701 8,746,701
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On January  30,  2018 the  Bank  acqu i red  100% of  the  shares  (EUR 8 741 639)  o f  BHF Lux 
Immo S .A . ,  whose reg is tered o f f ice  is  in  534 rue  de  Neudor f ,  2220 Luxembourg ,  Luxembourg  
and was subsequent ly renamed to ERB Lux Immo S.A.  As at  December 31,  2019,  the unaudited 
shareholder’s equity is EUR 2 236 174 (2018: EUR 2 079 190) and the result of the f inancial  year 
is EUR 156 984 (2018: EUR 189 850).

5.3 Sale and Repurchase transactions

As at December 31, 2019, the Bank is committed in reverse repurchase agreements for a total 
amount of EUR 321 583 742 (2018: EUR 395 339 714).

NOTE 6 ASSETS AND LIABILITIES BALANCES WITH AFFILIATED 
UNDERTAKINGS

2019
ΕUR

2018
ΕUR

Assets

Loans and advances  
to credit institutions

302,739,289 401,349,658

Loans and advances  
to customers

479,666,242 606,715,203

Prepayments  
and Accrued Income

936,941 956,418

Other Assets 140,478 1,560

783,482,950 1,009,022,839

Liabilities

Amounts owed to credit institutions 689,660,201 881,181,901

Amounts owed  
to customers

20,303,748 23,103,176

Accruals and Deferred Income 592,156 853,440

Other Liabilities 254,564 195,506

710,810,669 905,334,023
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NOTE 8 SUBSCRIBED CAPITAL

The authorised and paid-up share capital  of the Bank amounts to EUR 70 000 000. The Bank’s 
capital  is comprised by 500 000 shares with Nominal value EUR 140 at the end of the year.

NOTE 9 RESERVES

9.1 Legal reserve

In  accordance with Luxembourg law,  the Bank is  required to transfer at  least 5% of i ts  annual 
prof i t  to  the  lega l  reserve  unt i l  th is  equa ls  10% of  subscr ibed cap i ta l .  The lega l  reserve  is  not 
avai lable for distr ibution to shareholders.

9.2 Special reserve

In accordance with the tax law, the Bank reduces the Net Wealth Tax l iabi l i ty by deducting it  from 
itself .  In order to comply with the tax law, the Bank al locates under non-distr ibutable reserves ( item 
“specia l  reserve” )  an amount  that  corresponds to  f ive  t imes the amount  of  reduct ion of  the Net 
Wealth Tax.  This reserve is non-distr ibutable for a period of f ive years from the year fol lowing the 
one during which the Net Wealth Tax was reduced.

9.3 Interim dividend

In accordance with art icle 20 of the Articles of Association of the Bank, the meeting of the Board 
of Directors dated November 29, 2019 approved the distr ibution of an interim dividend amounting 
to EUR 15 000 000 which was paid on December 16, 2019.

NOTE 10 CHANGES IN SHAREHOLDER’S EQUITY

The movements of shareholders’  equity of the Bank may be summarized as fol lows:

 

Reserves

Subscribed
Capital  

EUR

Legal
Reserve

EUR

Special
Reserve

EUR

Total
Reserve

EUR

Profit 
brought 

forward EUR

Total 
EUR

Balance at  
December 31, 2018 70,000,000 7,000,000 31,402,515 38,402,515 140,028,009 248,430,524

Profit for the year ended  
December 31, 2018 - - - - 13,809,894 13,809,894

Appropriation of profit - - - - - -

Interim Dividend - - - - (15,000,000) (15,000,000)

Transfer to  
legal reserve - - - - - -

Transfer to  
special reserve - - 551,800 551,800 (551,800) -

Current year Profit - - - - 13,436,281 13,436,281

Balance at  
December 31, 2019 70,000,000 7,000,000 31,954,315 38,954,315 151,722,385 260,676,700

The appropriation of the 2018 result was approved by the Annual General Meeting of Shareholders on June 6, 2019.

Αnnual  Report  201946



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 9

NOTE 11 ASSETS AND LIABILITIES DENOMINATED IN FOREIGN 
CURRENCIES

2019
ΕUR

2018
ΕUR

Total assets in foreign currencies 379,335,453 374.513.015

Total liabilities in foreign currencies 378,640,258 385,626,702

NOTE 12 CONTINGENT LIABILITIES AND COMMITMENTS

12.1 Contingent liabilities

A s  a t  D e c e m b e r  3 1 ,  2 0 1 9  t h e  c o n t i n g e n t  l i a b i l i t i e s  i n c l u d e  g u a r a n t e e s  a n d  o t h e r  d i r e c t 
substitutes for credit and amount to EUR 9 657 444 (2018: EUR 15 018 784).

12.2 Other off balance sheet commitments 

2019
ΕUR

2018
ΕUR

Assets held on behalf of third parties 2,643,958,764 3,293,790,383

Credits confirmed but not used 179,531,784 250,174,719

Repurchase agreements 355,973,242 456,926,762

Forward foreign exchange transactions 294,674,389 330,721,411

Fiduciary operations 366,888,201 259,228,986

Options 1,216,066 4,336,980

3,842,242,446 4,595,179,241

12.3 Deposit Guarantee Scheme

The law related to the resolution, reorganisation and winding-up measures of credit  inst itut ions 
and certain investment f irms and on deposit  guarantee and investor compensation schemes (“the 
Law”),  transposing into Luxembourgish law the directive 2014/59/EU establ ishing a framework for 
the recovery and resolution of credit institutions and investment f irms and the directive 2014/49/
EU related to deposit guarantee and investor compensation schemes, was passed on 18 December 
2015.

The depos i t  guarantee and investor  compensat ion  scheme through the “Assoc iat ion  pour  la 
Garant ie  des Dépôts Luxembourg”  (AGDL)  was replaced by a  new contr ibut ion based system of 
deposit guarantee and investor compensation scheme. This new system covers el igible deposits of 
each depositor up to an amount of EUR 100 000 and investments up to an amount of EUR 20 000. 
The Law also provides that deposits result ing from specif ic transactions or fulf i l l ing a specif ic social 
or other purpose are covered for an amount above EUR 100 000 for a period of 12 months.

The funded amount of the “Fonds de résolution Luxembourg” (FRL) shal l  reach by the end of 2024 
at least 1% of covered deposits,  as defined in art icle 1 number 36 of the Law, of al l  authorized credit 
institutions in al l  part icipating Member States. This amount is col lected from the credit institutions 
through annual contributions during the years 2015 to 2024. 
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The target level  of  funding of  the “Fonds de Garantie des Dépôts Luxembourg” (FGDL) is set at 
0 .8% of  covered deposi ts ,  as def ined in  art ic le  163 number 8 of  the Law,  of  the re levant  credi t 
institutions and is to be reached by the end of 2018 through annual contributions. The contributions 
are to be made in the form of annual payments during the years 2016 to 2018. When the level of 
0.8% is reached, the Luxembourgish credit institutions are to continue to contribute for 8 addit ional 
years in order to const itute an addit ional  safety buffer of  0.8% of covered deposits as def ined in 
art icle 163 number 8 of the Law.

The law of 23 December 2016 on the tax reform 2017 has introduced a tax neutral  reversal of 
the existing AGDL provisions in successive annual tranches from 2016 to 2026, under the condit ion 
that each annual tranche is at least equal to the contr ibutions to the FGDL and FRL for that f iscal 
year.  Any remaining balance of the AGDL provision not yet reversed at the end of this transit ional 
period wil l  have to be reversed and added to the taxable income of the year 2026.

On 18 January 2017, CSSF issued a circular letter relat ing to the abrogation of the AGDL and 
to the consequent accounting treatment of the AGDL reversal to enable the banks to fol low from an 
accounting point view the tax treatment foreseen in the law of 23 December 2016.

The cash contr ibut ion  amounts  to  EUR 271 838 (2018:  EUR 561 170)  and recorded in  the 
caption ‘General  administrat ive expenses’ .  Addit ional ly,  the 2019 FRL contr ibut ion for an amount 
of EUR 219 614 (2018: EUR 237 309) was paid by the Bank and recorded in the caption ‘General 
administrative expenses’ .

12.4 Management and fiduciary services 

The Bank has provided the fol lowing management and f iduciary services to third part ies in the 
course of the f inancial  year:

•	 Investment management and advice;

•	 Safekeeping and administration of securit ies;

•	 Fiduciary services;

•	 Agency services.
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NOTE 13 PROFIT AND LOSS ACCOUNT

13.1 Sources of income by geographical region

By appl icat ion of  Art ic le  69 of  the amended law of  June 17,  1992 on the annual  accounts of 
credit institutions, sources of income have not been analyzed by geographical region.

Nevertheless the break down between the Bank and its United Kingdom branch is the fol lowing:

2019
ΕUR

2018
ΕUR

Interest income

Luxembourg entity 51,737,594 52,153,879

United Kingdom branch 2,490,852 3,473,559

54,228,446 55,627,438

Commission income

Luxembourg entity 11,644,155 11,807,197

United Kingdom branch 196,268 212,456

11,840,423 12,019,653

13.2 Interest receivable and similar income

2019
ΕUR

2018
ΕUR

Interest receivable on loans and advances to credit institutions 3,602,088 7,998,851

of which: affiliated credit institutions 2,409,864 3,232,283

Interest receivable on balances with central banks (218,681) (245,167)
Interest receivable on loans and advances to clients 50,275,476 47,299,181

of which: affiliated customers 11,076,002 12,782,661

Interest receivable on debt securities and other 569,563 574,573

54,228,446 55,627,438

13.3 Interest payable and similar charges

2019
ΕUR

2018
ΕUR

Interest payable on amounts owed to credit institutions 17,333,796 20,218,202

of which: affiliated credit institutions 13,212,382 15,306,997

Interest payable on amounts owed to customers 7,801,303 9,057,983

of which: liabilities with agreed maturity dates or period of notice 7,542,523 8,997,122

Interest payable on balances with central banks 572 1,009

25,135,671 29,277,194
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13.4 Commissions receivable

2019
ΕUR

2018
ΕUR

Fiduciary operations 444,677 325,444

Asset Management 2,210,308 1,509,409

Foreign exchange, precious metals and securities transactions on behalf of third parties 1,376,475 1,773,001

Safekeeping of assets belonging to third parties 1,215,549 1,373,817

Other commission receivable 6,593,414 7,037,982

Of which: Loans Fees 989,735 1,454,348

Of which: Distribution Ageement Fees 1,186,738 1,299,267

Of which: Funds Fees 2,854,100 2,584,670

11,840,423 12,019,653

13.5 Commissions payable

2019
ΕUR

2018
ΕUR

Asset Management Fees 760,901 722,317

Safekeeping Fees 1,516,750 1,540,424

Loan Fees 1,331,689 1,025,612

Other commission payable 196,660 151,073

3,806,000 3,439,426

13.6 Net profit on financial operations

Net profit  on f inancial  operations at December 31, 2019 mainly includes gain and loss on foreign 
exchange transactions.

13.7 Other operating income

2019
ΕUR

2018
ΕUR

Income from affiliated undertakings 205,767 211,558

VAT settlement 455,972 163,785

Other income 160,736 223,365

United Kingdom branch other operating income - 46,729

822,475 645,437

13.8 Other operating charges

2019
ΕUR

2018
ΕUR

Withholding taxes 1,125,732 730,556

United Kingdom branch other expense 828  84,186 

Tax previous year 7,176  14 988 

1,133,736 829,730
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13.9 Tax charge

The Bank is  l iable to taxes on income, capita l  and net  assets.  The Luxembourg tax author i t ies 
have issued assessments for the years up to and including 2014. Tax l iabi l i t ies, net of tax advances, 
are recorded under “provisions for taxation” in the balance sheet.

13.10 Return on assets

The return on assets of the Bank for the year ended December 31, 2019 stands to 0.62% (2018: 
0.59%). The return on assets is calculated as being the net profit  divided by the total  balance sheet.

NOTE 14 INDEPENDENT AUDITOR’S FEES

For the year ending December 31, 2019, independent auditor’s fees are as fol lows:

2019
ΕUR

2018*
ΕUR

Audit fees 138,500 138,500

Tax related fees 92,500 132,500

231,000 271,000

* Certain prior year figures have been amended to conform to the current financial year`s presentation for comparability purposes

NOTE 15 STAFF AND DIRECTORS

15.1 Staff

Number of Bank’s average employees ( including London Branch) at the end of the f inancial  year 
2019:

2019
ΕUR

2018
ΕUR

Senior Management and Management 16 12

Employees 93 86

109 98

15.2 Information relating to Management

Senior Management and Management received emoluments in respect of their duties total ing to 
EUR 2 183 268 (2018: EUR 1 814 216).

Board members received emoluments in respect of their duties total ing to EUR 207 675 (2018: 
EUR 163 804).

As at December 31, 2019, loans total ing EUR 1 303 267 were granted to 3 members of Senior 
Management and Management (2018: EUR 1 401 201). 

Guarantees (EUR 43 550) for the rent of apartments have been given on behalf  of the Bank to 7 
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members of the Management and Senior Management (2018: EUR 29 450).

NOTE 16 POST-BALANCE SHEET EVENTS

Within 2020, the world economies have been signif icant ly affected by the Covid-19 cr is is .  The 
Bank has considered the r isk impact of Covid-19, and considers that i t  is in a posit ion to maintain 
adequate Capital  and Liquidity throughout this period. More detai ls regarding the Covid-19 outbreak 
and how this affects the Bank’s main r isk areas can be found in the relevant passage in the Directors’ 
report.  The f inancial  impact,  currently cannot be estimated since the pandemic outbreak impacted 
euro area in March 2020 and is st i l l  ongoing.

Apart from the Covid-19 outbreak, no event took place after closing of the reporting period which 
would impact the f inancial  posit ion of the Bank as of December 31, 2019 or require disclosure.

Αnnual  Report  201952

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 9







D I R E C T O R S ’  R E P O R T



Annual accounts 
for the year 

ended December 31, 2019
(with the report of the Réviseur 

d’Entreprises agréé thereon) 

534, rue de Neudorf
L-2220 Luxembourg

R.C.S.: Luxembourg B 24 724


