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About Credit Europe Bank

Credit Europe Bank NV is an 

international financial services 

group ranked in the top 10 of Dutch 

commercial banks, with more than 

6,000 employees serving over three 

million customers. The bank offers easy-

to-use retail banking and SME products 

as well as private banking through 

more than 200 branches and 11,000 

sales points across nine European 

countries. It also offers trade finance 

and corporate banking services through 

its network in these countries, as well as 

in China and the United Arab Emirates.
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Five-year financial highlights

Total assets 

€10 billion

Customer deposits  

€7.2 billion

Loan book  

€6.6 billion

Net profit 

€102 million
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Supervisory and Managing Boards

From left to right: 	� Umut Bayoğlu (MB), Fevzi Bozer (SB), Scott Cheung(MB), Ine Bastiaens (corporate secretary), 
Murat Özyeğin (SB), Hüsnü M. Özyeğin (SB), Mehmet Güleşci (SB), Murat Başbay (MB, CEO),  
Maarten J. Hulshoff (Chairman SB), Yavuz Tayfun (MB), Hector de Beaufort (SB),  
Turhan Cemal Beriker (MB) and Şenol Aloğlu (MB).
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Strategy

Banking in its purest form is our business: easy-to-use loan and 
deposit products for retail customers and financing services 
that support our corporate clients in growing their businesses. 
Our strategy is to be close to our customers: we provide our 
services through a network with more than 200 branches and 
more than 11,000 sales points in 11 countries and with a wealth 
of local knowledge.

For more than two decades, we have focused on international 
trade and commodity finance. We have gained thorough 
experience and expertise to act as a bridge for our customers in 
key importing and exporting countries in Western Europe, the 
Black Sea region, the Gulf region and, nowadays, China and the 
Americas. For the future, we will continue to offer short-term, 
self-liquidating commodity financing, as well as balance sheet 
lending and project finance.

In corporate banking, as a medium-sized bank with hands-on 
managers and short communication lines, we are fast to spot 
and react to our customers’ needs and to create innovative, 
tailor-made solutions. Our flexible approach supported our 
customers during turbulent times and positioned us to take 
advantage of improving market conditions.

In the Western European markets, we offer retail banking 
products via internet and telephone banking as well as through 
our broker and partner network. In addition to simple savings 
products, we continue to build up our retail loan business in 
that region. Our services are facilitated by having a centralized, 
cross-border contact center applying high-quality information 
technology. In countries such as Russia, Romania, Ukraine and 
Turkey we also use our existing branch network to serve our 
retail customers and consolidate our retail position.  
 
In all areas of the bank, we invest in the professionalism, 
expertise and customer focus of our employees. In order to 
sustain our long-term growth ambitions, we combine prudent 
capital and liquidity management and strict cost controls with 
a sound risk management culture, high level of compliance and 
transparent corporate governance. We believe this strategy 
safeguards the interests of all our stakeholders.
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Highlights 2010

Credit Europe Bank 

received its second credit 

rating:  Fitch Ratings,  

granted the bank an in-

dividual rating of D and a 

Long-Term Issuer Default 

Rating of BB.

Credit Europe Bank 

announced the intention 

to acquire a 95% stake 

in the Turkey-based 

subsidiary of Banco 

Comercial Português 

SA, subject to regulatory 

approval. At that time, 

the Turkish bank had 

around 300 employees 

and a total balance sheet 

of €495 million including 

€315 million of customer 

deposits. 

Credit Europe Bank 

announced a net profit 

of €51 million for 2009. 

The bank has reported 

positive results since its 

foundation in 1994, while 

constantly growing the 

balance sheet. 

In an extensive test from 

January to March 2010, 

conducted by renowned 

business magazine €uro 

and the German Institute 

for Social Sciences (SWI) 

among more than 50 

German banks, Credit 

Europe Bank’s Top Time 

Deposit was praised for 

its high-quality service 

and stable and good 

conditions and was 

therefore ranked in the 

top five of time deposits.

The bank’s Supervisory 

Board announced the 

appointment of Murat 

Başbay (picture) as Chief 

Executive Officer. 

He succeeded Turhan 

Cemal Beriker, who had 

served the bank since its 

start in Amsterdam in 

1994, and who continues 

to work as a Managing 

Board member at the 

bank.

Credit Europe Bank Ltd. 

(Russia) successfully 

issued a $300-million 

Eurobond with a maturity 

of three years and a put 

option after two years. 

At the time of the issue, 

it was the lowest-priced 

deal of 2010 by any 

Russian private bank. 

Adding to its co-branded 

cards portfolio, Credit 

Europe Bank launched 

a loyalty program for 

credit cards together 

with the MEGA shopping 

mall chain (part of IKEA 

Group) in Russia. Credit Europe Bank 

signed a $200 million-

equivalent one-year term 

club loan, to be used for 

trade finance purposes. 

Fitch Ratings upgraded 

Credit Europe Bank’s 

Individual Rating to C/D 

from D. It affirmed our 

Long-Term Issuer Default 

at BB.

Credit Europe Bank Ltd. 

(Russia) successfully 

obtained a $100 million-

equivalent credit line 

with a five-year maturity 

from the European Bank 

for Reconstruction and 

Development, for the 

purpose of financing 

regional SMEs through 

its branch network across 

Russia.

 

Credit Europe Bank’s 

Germany branch, the 

center of all our Western 

European retail business, 

moved to its proprietary 

historic building in the 

center of Frankfurt’s 

financial district. 

Credit Europe Bank 

Romania’s CardAvantaj 

was recognized by 

Romanian media group 

FinMedia as the best 

credit card to be used 

abroad.

Credit Europe Bank’s 

Supervisory Board 

announced the 

appointment of Scott 

Cheung as member of 

its Managing Board, 

responsible for financial 

and non-financial risk 

management. 

The appointment fits into 

the bank’s strategy of 

further strengthening its 

sound risk management 

framework. 

Credit Europe Bank 

(Suisse) signed a $60 

million-equivalent 

multi-tranche club loan 

to finance its clients’ 

pre-export financing 

requirements.

The acquisition of a 95% 

stake in the Turkish bank, 

as announced in February 

2010, was completed. 

The bank was rebranded 

in 2011 as Fibabanka A.Ş.

January February April May June July August October November December
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Five-year key figures

 EUR millions	 2010	 2009	 2008	 2007	 2006

Assets					   

Cash and balances at central banks	 1,235	 1,596	 1,965	 588	 448

Financial assets at fair value through profit or loss	 143	 996	 252	 435	 129

Financial investments	 1,414	 1,118	 387	 187	 52

Loans and receivables – banks	 786	 616	 953	 1,397	 1,040

Loans and receivables – customers	 5,854	 5,219	 5,370	 4,573	 2,988

Other assets	 571	 411	 615	 306	 156

Total assets	 10,003	 9,956	 9,541	 7,486	 4,813
					   

Liabilities 					   

Due to banks	 1,114	 1,317	 1,229	 1,414	 685

Due to customers	 7,185	 7,223	 6,802	 4,650	 3,220

Issued debt securities and other borrowed funds	 301	 214	 136	 383	 235

Other liabilities	 434	 341	 472	 282	 182

Total liabilities (excluding subordinated liabilities)	 9,034	 9,095	 8,639	 6,729	 4,322
Subordinated liabilities	 236	 223	 231	 203	 102

Total liabilities	 9,270	 9,318	 8,870	 6,932	 4,424
				  

Total equity	 733	 638	 671	 554	 389

Total equity and liabilities	 10,003	 9,956	 9,541	 7,486	 4,813
Commitment and contingencies	               1,001 	 739	 1,417	 828	 778

					   

EUR millions	 2010	 2009	 2008	 2007	 2006

Net interest income	                 323 	                 341 	                454 	                256 	                  129 

Net fee and commission income	                   70 	                  55 	                   72 	                  54 	                    23 

Operating income	                   74 	                  80 	                     4 	                   51 	                      9 

Credit loss charges	                 (93)	               (160)	                (144)	                 (52)	                   (35)

Net operating income	                374 	                 316 	                386 	                309 	                  126 

Total operating expenses	              (248)	               (238)	              (284)	               (224)	                  (85)

Share of profit/(loss) of associate	                      1 	                    -   	                    -   	                    -   	                     -   

Operating profit before tax	                 127 	                   78 	                 102 	                  85 	                     41 

Income tax expense	                 (25)	                  (27)	                  (27)	                 (25)	                    (12)

Profit for the year	                 102 	                   51 	                   75 	                  60 	                    29 



9

C
redit Europe Bank N

V
R

ep
ort of th

e M
an

ag
in

g
 B

oard

Report of the Managing Board

From the CEO

After a difficult 2009 in which the recession strongly affected 
all banks, 2010 was a positive year for Credit Europe Bank. 
Overall market circumstances improved and we succeeded in 
our strategic objective of sustainable growth in both retail and 
corporate banking. We improved our position by focusing sharply 
on customer satisfaction, increasing cross-border synergies and 
maintaining strict cost control.

The macroeconomic situation was generally brighter than in 
2009. Greece and Ireland shook the markets with their debt 
problems, but leaving aside the debt crisis in peripheral European 
countries, the eurozone situation improved slightly compared 
to 2009. GDP growth returned to trend, economic indicators 
in core European countries touched pre-crisis levels and credit 
markets began to function slightly better. 

Russia’s economy grew 4% last year, as the country moved back 
towards a more balanced model of economic development after 
the boom period of 2002-2008. Romania’s 2010 economic 
performance was not positive; however, we remain optimistic as 
structural reforms are proven to be successful regardless of the 
political turmoil. Ukraine saw GDP growth recover to 4.2% on 
the back of strong private consumption and growth in exports. 
Turkey too had a very positive 2010, with a year-on-year growth 
rate of 8.2% and inflation decreasing to an all-time low. 

Thanks to these positive macroeconomic developments and our 
own efforts, Credit Europe Bank’s net profit more than doubled 
in 2010, increasing to €102 million. Our balance sheet remained 
stable at €10 billion and our total loan book increased 14% to 
€6.6 billion.

In retail banking, we maintained our strong position in the credit 
card business in Russia and Romania, and we managed to build 
a stronger position in the car loan market in Russia and Ukraine. 
We are now working to expand our retail loan portfolio in other 
countries, such as Germany and Belgium. In corporate banking, 
we further expanded our product mix in trade and commodity 
finance, especially within the key segments of metals & minerals, 
energy & petrochemicals and agro-commodities. 

We further diversified our deposits portfolio in 2010. While total 
deposits remained stable at €7.2 billion, the quantity of local 
deposits in Russia and Turkey increased considerably.

The positive financial performance resulted in stronger capital 
ratios for our bank. At consolidated level, our solvency ratio rose 
from 12.6% to 13.3% while our Tier I ratio increased from 9.2% 

to 11.4%. Total equity and subordinated loans increased 13% to 
€970 million.

Towards the end of 2010, the new capital requirements and 
transition periods under the ‘Basel III’ regime became more 
distinct. By setting higher targets for capital ratios and other 
indicators, the Basel Committee aims to strengthen the stability 
of the international banking sector. We at Credit Europe 
Bank have already begun to introduce the envisaged Basel III 
requirements in our capital management – with no significant 
negative impact. I am confident we will be able to comply fully 
with the Basel III requirements already in the coming years.

In December 2010, we finalized the acquisition of a 95% stake 
in Millennium Bank A.Ş., a small bank based in Turkey, giving us a 
network of 20 branches and around 300 experienced colleagues 
in this dynamic market. Our new Turkish subsidiary, which has 
been rebranded as Fibabanka, will both strengthen our business 
capacity, especially in corporate banking initially, and help us 
diversify our customer deposit base outside the eurozone. 

In line with our long-term IT strategy to centralize our systems, 
we last year finalized the conversion to our core banking 
application in Western Europe as well as in the United Arab 
Emirates and migrated to a system developed in-house which is 
currently being used in seven countries where we are active. 

At the end of 2010, Scott Cheung was appointed as Chief Risk 
Officer to our Managing Board, with global responsibility for 
both financial and non-financial risk management. With this 
appointment, we follow the principle in the Dutch Banking Code 
that one member of the Managing Board must be responsible 
for preparing risk management decisions and must operate 
independently from any commercial tasks. 

We further strengthened our governance by welcoming Hector de 
Beaufort to the Supervisory Board in early 2011. Mr. De Beaufort, 
Senior Corporate Partner at a major international law firm, will 
undoubtedly strengthen and diversify our two-tier governance 
structure with his broad experience and his specific legal 
knowledge of corporate finance and capital market transactions.

Lastly, I would like to express my gratitude to our customers and 
business partners as well as to senior management and all our 
employees, who worked – and continue to work – together on a 
daily basis to generate long-term value for our stakeholders.

Amsterdam, May 16, 2011 
E. Murat Başbay
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	 Outside Europe:			 
• �Trade finance services from United Arab Emirates,  

operating in Dubai International Financial Centre
• �Representative office in Shanghai, China

	 Western Europe:			 
• �Corporate banking and trade finance services from the 

Netherlands, Switzerland and Malta
• �Private banking and trade finance services from 

Switzerland
• �Retail Banking to 400,000 customers in Germany, 

Belgium, the Netherlands and Malta via multilingual 
contact center  in Frankfurt

• �Around 6,000 point of sales in Germany and Belgium
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Our Network

The multilingual contact center for all Western European  

retail customers is centralized in Frankfurt, Germany.



	 Russia:	
• Active in retail, corporate and commercial banking
• 109 branches in 35 cities covering five time zones
• Around 4,500 points of sales
• Ranked 6th in car loans, 8th in credit cards
• 278 ATMs, including 101 with a cash-in function

	 Ukraine:	
• Active in retail and commercial banking
• Six branches and four representative offices
• 5% market share in car loans
• Building up a franchise in a growing market

	 Romania:	
• Active in retail and commercial banking
• 84 branches in 34 cities
• �Ranked 1st in Romanian credit cards with more  

than 300,000 cards
• �Strong partner merchant network with  

9,500 POS terminals

	 Turkey:	
• �Active in retail and commercial banking
• �20 branches in five cities

C
redit Europe Bank N

V
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Report of the Managing Board

Fibabanka 

headquarters 

in Istanbul, Turkey









































Consolidated Financial Statements 2010
As of and for the year ended December 31, 2010

(Unless otherwise stated, all amounts are in thousands of euros)
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		  Notes	 2010	 2009

Assets			 

Cash and balances at central banks		  5	 1,234,925 	 1,596,422

Financial assets at fair value through profit or loss		  6	 143,341 	 995,730

Financial investments		  7	 1,414,367 	 1,117,840

Loans and receivables - banks		  8	 785,800 	 615,514

Loans and receivables - customers		  9	 5,853,532 	 5,218,687

Derivative financial instruments		  11	 210,208 	 202,266

Equity accounted investment		  12	 705 	 125

Property and equipment		  13	 89,327 	 82,502

Intangible assets		  14	 29,974 	 22,369

Deferred tax assets		  31	 18,462 	 8,189

Current tax assets			   43,626 	 18,851

Other assets		  15	 178,844 	 77,116

Total assets			   10,003,111 	 9,955,611

Liabilities 		

Due to banks		  16	 1,114,287 	 1,317,185

Due to customers		  17	 7,185,153 	 7,223,360

Derivative financial instruments		  11	 312,812 	 198,625

Issued debt securities		  18	 301,279 	 214,338

Deferred tax liabilities		  31	 35,495 	 29,472

Current tax liabilities			   17,507 	 1,929

Other liabilities		  19	 67,541 	 109,126

Total liabilities (excluding subordinated liabilities)			   9,034,074 	 9,094,035

Subordinated liabilities		  20	 236,178 	 223,490

Total liabilities			   9,270,252 	 9,317,525
			 

Equity			 

Share capital 		  21	 429,500 	 399,500

Share premium			   163,748 	 163,748

Retained earnings			   284,700 	 184,759

Fair value reserve			   (10,983)	 (2,321)

Translation reserve			   (69,087)	 (107,245)

Hedge reserve			   (87,446)	 (17,963)

Equity attributable to shareholders of the Parent Company 			   710,432 	 620,478

Equity attributable to minority interests			   22,427 	 17,608

Total equity			   732,859 	 638,086

Total equity and liabilities			   10,003,111 	 9,955,611
			 

Commitment and contingencies		  34	 1,000,996 	 738,787 

Consolidated Statement of Financial Position
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Consolidated Profit and Loss Statement

		  Notes	 2010	 2009

Interest and similar income			   816,950 	 1,103,449

Interest expense and similar charges			   (494,408)	 (762,061)

Net interest income		  22	 322,542 	 341,388
			 

Fees and commissions income			   89,873 	 78,624

Fees and commissions expense			   (19,946)	 (23,700)

Net fee and commission income		  23	 69,927 	 54,924
			 

Net trading income/(expense)		  24	 12,470 	 69,717

Results from financial transactions		  25	 47,431 	 5,595

Other operating income		  26	 14,895 	 3,788

Operating income			   74,796 	 79,100
				  

Credit loss charges		  10	 (93,333)	 (159,801)

Net operating income			   373,932 	 315,611
			 

Personnel expenses		  27	 (128,397)	 (126,342)

General and administrative expenses		  28	 (87,320)	 (90,533)

Depreciation and amortization		  13,14	 (14,116)	 (15,552)

Other operating expenses		  29	 (15,222)	 (3,608)

Other impairment loss		  30	 (2,234)	 (1,939)

Total operating expenses			   (247,289)	 (237,974)
			 

Share of profit/(loss) of associate			   504 	 -

			 

Operating profit before tax			   127,147 	 77,637

Income tax expense		  31	 (24,921)	 (27,106)

Profit for the year			   102,226 	 50,531
				  

Attributable to:		   	

Equity holders of the Parent Company			   99,941 	 49,277

Minority interests			   2,285 	 1,254

			 

Earnings per share attributable to equity holders of the Parent Company (in Euros)			 

Basic		  32	 0.2327	 0.1233

Diluted		  0.2327	 0.1233
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			   2010	 2009

Profit for the period	 102,226	 50,531

Foreign currency translation differences for foreign operations	            38,097 	 (22,056)

Net change in fair value of available-for-sale assets	            (8,705)	 7,908

Net loss on hedges of net investments in foreign operations	          (69,045)	 (47,028)

Revaluation of property, plant and equipment	  - 	 468

Cash flow hedges: 		

effective portion of changes in fair value	               (455)	 (10,938)

		

Other comprehensive income for the period	        (40,108)	 (71,646)

Total comprehensive income for the period	          62,118 	 (21,115)
		

Attributable to:		

– owners of the company	            59,833 	 (22,369)

– non-controlling interest	              2,285 	 1,254

Total comprehensive income for the period	          62,118 	 (21,115)

Consolidated Statement of Comprehensive Income
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Consolidated Statement of Changes in Equity

	 Attributable to equity holders of the Parent Company			 

					     Net

					     invest-	 Cash

				    Fair	 ment	 flow 			 
	 Issued	 Share	 Retained	 value	 hedge	 hedge	 Translation 		  Minority	 Total

	 capital	 premium	 earnings	 reserve	 reserve	 reserve	 reserve	 Total	 interest	 equity

At January 1, 2010	 399,500 	 163,748 	 184,759 	   (2,321)	 (17,963)	   -   	  (107,245)	   620,478 	   17,608 	   638,086 

Net gains on available- 

for-sale financial assets	 -   	  -   	        -   	   (8,662)	 -   	   -   	                  -   	       (8,662)	          (43)	  (8,705)

Foreign currency  

translation	  -   	  -   	        -   	 -   	 -   	   -   	 38,158 	       38,158 	          (61)	 38,097 

Net gain on net  

investment hedge	  -   	  -   	        -   	 -   	 (69,045)	   -   	                  -   	     (69,045)	            -   	  (69,045)

Net gain on cash  

flow hedge	  -   	  -   	        -   	 -   	 -   	       (438)	                  -   	          (438)	          (17)	  (455)

Profit for the year	  -   	  -   	    99,941	 -   	 -   	   -   	                  -   	       99,941 	       2,285 	 102,226 

Total income and expense  
for the year recognized  

directly in equity	  -   	  -   	  99,941 	   (8,662)	     (69,045)	 (438)	 38,158 	       59,954 	       2,164 	 62,118 

Increase in share capital	   30,000 	  -   	              -   	 -   	 -   	   -   	                  -   	       30,000 	       5,647 	 35,647 

Transfer to / from  

retained earnings	  -   	  -   	              -   	 -   	 -   	   -   	                  -   	               -   	     (2,992)	  (2,992)

At December 31, 2010	   429,500 	   163,748 	  284,700 	   (10,983)	     (87,008)	            (438)	  (69,087)	     710,432 	     22,427 	 732,859 

At January 1, 2009	 399,500 	 162,321 	   141,764 	   (10,205)	       29,065 	         10,496 	       (84,915)	   648,026 	   22,983 	   671,009 

Net gains on available- 

for-sale financial assets	  -   	  -   	               -   	        7,884 	                 -   	                  -   	                  -   	        7,884 	            24 	        7,908 

Foreign currency  

translation	  -   	  -   	               -   	              -   	                 -   	                  -   	      (22,330)	    (22,330)	          274 	    (22,056)

Net gain on net  

investment hedge	  -   	  -   	               -   	              -   	  (47,028)	                  -   	                  -   	    (47,028)	            -   	    (47,028)

Net gain on cash  

flow hedge	  -   	  -   	               -   	              -   	                 -   	       (10,496)	                  -   	    (10,496)	        (442)	    (10,938)

Addition to reserve on tangibles	  -   	  -   	 523 	              -   	                 -   	                  -   	                  -   	           523 	          (55)	           468 

Profit for the year	  -   	  -   	 49,277 	              -   	                 -   	                  -   	                  -   	     49,277 	       1,254 	     50,531 

Total income and expense 
for the year recognized 

directly in equity	  -   	  -   	    49,800 	       7,884 	     (47,028)	      (10,496)	       (22,330)	    (22,170)	     1,055 	    (21,115)

Dividends paid	  -   	  -   	  (6,805)	              -   	                 -   	                  -   	                  -   	      (6,805)	            -   	      (6,805)

Increase in share capital	  -   	  -   	               -   	              -   	                 -   	                  -   	                  -   	               -   	     (5,259)	      (5,259)

Transfer to / from  

retained earnings	  -   	  -   	               -   	              -   	                 -   	                  -   	                  -   	               -   	     (1,153)	      (1,153)

Transfer to / from share premium	  -   	     1,427 	               -   	              -   	                 -   	                  -   	                  -   	        1,427 	          (18)	        1,409 

At December 31, 2009	 399,500 	 163,748 	   184,759 	     (2,321)	      (17,963)	                  -   	     (107,245)	   620,478 	   17,608 	   638,086 
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		  Notes	 2010	 2009

Operating activities			 

Profit for the period			          102,226 	 50,531

Adjustments for significant non-cash items included in income			 

Depreciation, amortization and impairment of fixed assets		  13,14	          14,116 	 15,552

Credit loss charges		  10	          93,333 	 159,801

Other impairment loss		  30	            2,234 	 1,939

			 

Movements in operating assets and liabilities	

		

Net change in financial assets at fair value through profit or loss			          884,423 	 (744,122)

Net change in loans and receivables - banks			        (128,311)	 318,714 

Net change in loans and receivables - customers			        (442,211)	 (105,678)

Net change in other assets			          (130,648)	   63,389 

Total movements in operating assets			        183,253 	 (467,697)
Net change in due to banks			        (277,361)	 105,711 

Net change in due to customers			        (363,561)	 573,610 

Net change in other liabilities			          248,753 	  (53,540)

Total movements in operating liabilities			      (392,169)	 625,781 
			 

Net interest income			        (322,542)	 (341,388)

Interest and dividends received			          852,951 	 1,224,725

Interest paid			        (480,599)	 (932,581)

Taxes paid			          (55,776)	 (29,999)

Cash flow from operating activities			          (2,973) 	 306,664
				  

Investing activities			 

Purchases of financial investments		  7	   (1,433,154)	 (1,255,219)

Sales and redemption of financial investments		  7	     1,150,162 	 522,849

Acquisition of property and equipment		  13	        (14,154)	 (10,267)

Sale of property and equipment 		  13	            1,743 	 5,555

Acquisition of intangibles 		  14	        (10,745)	 (12,443)

Sale of intangibles		  14	                   2 	 2,727

Acquisition of subsidiaries		  38	        (13,998)	 -

Cash flows from investing activities			      (320,144)	 (746,798)
			 

Financing activities			 

Issuance of other long-term funding			          224,624 	 78,769

Repayment of other long-term funding			        (275,267)	 -

Proceeds from the issue of shares			            30,000 	 -

Dividends paid			                   -   	 (6,805)

Cash flow from financing activities			        (20,643)	 71,964
				  

Movement in cash and cash equivalents			      (343,760)	 (368,170)

Cash and cash equivalents at January 1			       1,596,422 	 1,964,800

Net foreign exchange difference			          (17,737)	 (208)

Cash and cash equivalents at December 31		  5	  1,234,925 	 1,596,422

Consolidated Statement of Cash Flows
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1. Corporate information

General
Credit Europe Bank N.V. (CEB), which was established in 
1994 as Finansbank (Holland) N.V., is the Parent Company 
of its consolidated companies (herein after ‘the bank’) and is 
domiciled in Amsterdam, the Netherlands. The Consolidated 
Financial Statements of the bank for the year ended December 
31, 2010, incorporate figures of the Parent Company and its 
controlled entities.

The bank was founded as a specialized trade-finance bank, 
which aimed to actively participate in the wholesale financing 
of international trade. In later years, the bank started retail-
banking activities, including savings accounts, mortgage loans, 
consumer loans and credit cards. 

The accounting policies set out below have been applied 
consistently to all periods presented in these Consolidated 
Financial Statements and in preparing an opening International 
Financial Reporting Standards (IFRS) balance sheet at January 
1, 2005, for the transition to IFRS, as adopted by the European 
Union (EU). 

Under the Protocol Agreements entered into on 9 February 
2010, the bank acquired 95% of shares in Turkey based 
Millennium Bank A.Ş. on December 27, 2010.  The bank, now 
rebranded to Fibabanka is authorized to perform all types of 
commercial banking services and operates in corporate and 
retail banking segments. Fibabanka has been consolidated 
from December 27, 2010.

The Consolidated Financial Statements of CEB as at and for 
the year ended December 31, 2010, are available upon request 
from the bank's registered office at Karspeldreef 6A, 1101 CJ 
Amsterdam, or at www.crediteuropebank.com.
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2. Basis of preparation

a) Statement of compliance
The Consolidated Financial Statements of Credit Europe Bank 
N.V. and all its subsidiaries (CEB, the bank) are prepared in 
accordance with International Financial Reporting Standards 
(IFRS), as adopted by the European Union (EU), and have been 
approved by the Board of Directors per March 18, 2011.

b) Basis of measurement
The financial statements are prepared on a historical-cost 
basis, except for ‘available-for-sale investments’, ‘derivative 
financial instruments’, ‘assets held for sale’ and ‘financial assets 
(and liabilities) designated at fair value through profit or loss’, 
which have been measured at fair value.

c) Functional and presentation currency
These Consolidated Financial Statements are presented 
in Euros, which is the bank’s functional currency. Financial 
information presented in Euros has been rounded to the 
nearest thousands, except where indicated.

d) Significant accounting judgments and estimates
The preparation of financial statements in conformity with 
IFRS requires the bank’s management to make judgments, 
estimates and assumptions that affect the application of 
policies, and the reported amounts of assets and liabilities, 
income and expenses. The estimates and associated 
assumptions are based on historical experience and various 
other factors that are believed to be reasonable under the 
circumstances, the results of which form the basis of judgments 
about the carrying values of assets and liabilities that are not 
readily apparent from other sources. Actual results may differ 
from these estimates.

The estimates and underlying assumptions are reviewed 
on an ongoing basis. Revisions to accounting estimates are 
recognized in the period in which the estimate is revised if the 
revision affects only that period, or in the period of the revision 
and future periods if the revision affects both current and 
future periods.

The most significant use of judgments and estimates are as 
follows:

i. Fair value of financial instruments
Where the fair values of financial assets and financial liabilities 
recorded on the balance sheet cannot be derived from active 
markets, they are determined using a variety of valuation 
techniques that include the use of mathematical models. The 

input to these models is taken from observable markets where 
possible, but where this is not feasible, a degree of judgment 
is required in establishing fair values. The judgments include 
considerations of liquidity and model inputs, such as correlation 
and volatility for longer-dated derivatives.

ii. Impairment losses on loans and receivables and financial 
investment securities
The bank reviews its problem loans and receivables and 
held-to-maturity investment securities at each reporting 
date to assess whether an allowance for impairment should 
be recorded in the profit and loss statement. In particular, 
judgment by the management is required on the amount and 
timing of future cash flows when determining the level of 
allowance required. Such estimates are based on assumptions 
about a number of factors and actual results may differ, 
resulting in future changes to the allowance.

In addition to specific allowances against individually significant 
losses and receivables, the bank also makes a collective 
impairment allowance against the remaining exposures, which, 
although not specifically identified as requiring a specific 
allowance, have a greater risk of default than when originally 
granted. This takes into consideration such factors as any 
deterioration in country risk or the industry, as well as any 
identified structural weaknesses or deterioration in cash flows.

iii. Deferred tax assets
Deferred tax assets are recognized for all unusual tax losses 
to the extent that is probable that taxable profit will be 
available against which the losses can be utilized. Significant 
management judgment is required to determine the amount of 
deferred tax assets that can be recognized, based on the likely 
timing and level of future taxable profits together with future 
tax-planning strategies.

e) Accounting for business combinations
Business combinations are accounted for using the acquisition 
method as at the acquisition date, which is the date on which 
control is transferred to the bank. Control is the power to 
govern the financials and operating policies of an entity so 
as to obtain benefits from its activities. In assessing control, 
the bank takes in to consideration potential voting rights that 
currently are exercisable.

The bank measures goodwill as the fair value of the 
consideration transferred including the recognized amount 
of any non-controlling interest in the acquire, less the net 
recognized amount (generally fair value) of the identifiable 
assets acquired and liabilities assumed, all measured as of 

Basis of preparation
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the acquisition date. When the excess is negative, a bargain 
purchase gain is recognized immediately in profit or loss.

Subsequent measurement
Goodwill is measured at cost less accumulated impairment 
losses. In respect of equity accounted investments, the 
carrying amount of goodwill is included in the carrying 
amount of the investment, and an impairment loss on such an 
investment is not allocated to any asset, including goodwill, 
that forms part of the carrying amount of the equity-accounted 
investment.

3. Summary of significant accounting 
policies

The accounting policies set out below have been applied 
consistently to all periods presented in these Consolidated 
Financial Statements, and have been applied consistently by all 
bank entities.

a) Basis of consolidation

Subsidiaries
Subsidiaries are those enterprises controlled by the bank. 
Control exists when the bank has the power, directly or 
indirectly, to govern the financial and operating policies of an 
enterprise to obtain benefits from its activities. In assessing 
control, potential voting rights that are currently exercisable or 
convertible are taken into account. 

The financial statements of subsidiaries (including a special-
purpose entity that the bank controls) are included in the 
Consolidated Financial Statements from the date on which 
control commences until the date on which control ceases. 

All intra-company balances and transactions, including income, 
expenses and dividends and unrealized gains on intra-company 
transactions, are eliminated in full. Unrealized losses are also 
eliminated, unless the transaction provides evidence of an 
impairment of the asset transferred.

Minority interests represent the portion of profit and loss and 
net assets not owned, directly or indirectly, by the bank and are 
presented separately in the profit and loss statement and in 
‘equity’ in the consolidated balance sheet, separately from the 
‘Parent Company shareholders’ equity’. 

In applying its policies on securitized financial assets, the 
bank considers both the degree of risk and reward on assets 

transferred to another entity and the degree of control 
exercised by the bank over the other entity:

When the bank, in substance, controls the entity to which 
financial assets have been transferred, the entity is included in 
these Consolidated Financial Statements and the transferred 
assets are recognized in the bank’s balance sheet.

Investments in associates and jointly controlled entities 
(equity-accounted investments)
Associates are those entities in which the bank has significant 
influence, but not control, over the financial and operating 
policies. Significant influence is presumed to exist when the 
bank holds between 20 and 50 percent of the voting power 
of another entity. Joint ventures are those entities over 
whose activities the bank has joint control, established by 
contractual agreement and requiring unanimous consent for 
strategic financial and operating decisions. Investments in 
associates and jointly controlled entities are accounted for 
using the equity method (equity-accounted investments) and 
are recognized initially at cost. The cost of the investment 
includes transaction costs. The consolidated financial 
statements include the bank’s share of the profit or loss and 
other comprehensive income, after adjustments to align the 
accounting policies with those of the bank, from the date that 
significant influence or joint control commences until the 
date that significant influence or joint control ceases. When 
the bank’s share of losses exceeds its interest in an equity-
accounted investment, the carrying amount of that interest, 
including any long-term investments, is reduced to zero, and 
the recognition of further losses is discontinued except to the 
extent that the bank has an obligation or has made payments 
on behalf of the investee.

Special-purpose entities
Special-purpose entities (SPEs) are created to accomplish a 
narrow and well-defined objective, such as the securitization 
of particular assets or the execution of a specific borrowing 
or lending transaction. An SPE is consolidated if, based on an 
evaluation of the substance of its relationship with the bank 
and the SPE’s risks and rewards, the bank concludes that it 
controls the SPE. The following circumstances may indicate 
a relationship in which, in substance, the bank controls and 
consequently consolidates an SPE:
• �The SPE’s activities are being conducted on behalf of the 

bank according to its specific business needs so that the 
Group obtains benefits from the SPE’s operation.

• �The bank has the decision-making powers to obtain the 
majority of the benefits of the activities of the SPE or, by 
setting up an ‘autopilot’ mechanism; the Group has delegated 
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these decision-making powers.
• �The bank has rights to obtain the majority of the benefits of 

the SPE and therefore may be exposed to risks incident to the 
activities of the SPE.

• �The bank retains the majority of the residual or ownership 
risks related to the SPE or its assets to obtain benefits from 
its activities.

b) Foreign currency translation

Transaction and balances
The Consolidated Financial Statements are presented in Euros, 
which is the bank’s functional and presentation currency. Each 
entity of the bank determines its own functional currency, and 
items included in the financial statements of each entity are 
measured using that functional currency. Transactions in foreign 
currencies are initially recorded in the functional currency rate 
ruling at the date of the transaction. Monetary assets and 
liabilities denominated in foreign currencies are re-translated at 
the functional currency rate of exchange ruling at the balance 
sheet date. All differences are taken to the profit and loss 
statement. Non-monetary items that are measured in terms 
of historical cost in a foreign currency are translated using the 
exchange rates as of the date of the initial transactions. Non-
monetary items measured at fair value in a foreign currency 
are translated using the exchange rates at the date when the 
fair value was determined. All differences are taken into a 
separate component of equity. On disposal of this non-monetary 
item measured at fair value, the deferred cumulative amount 
recognized in equity relating to that particular non-monetary 
item is recognized in the profit and loss statement.

Translation differences in the profit and loss accounts 
are generally included in ‘net trading income’. Translation 
differences related to the disposal of available-for-sale 
securities are considered an inherent part of the capital gains 
or losses recognized in results from financial transactions.

Foreign operations
The assets and liabilities of foreign operations (including 
goodwill and fair-value adjustments arising on acquisition) are 
translated into the bank’s functional currency, the euro, at the 
rate of exchange ruling at the balance sheet date. The profit 
and loss statements of foreign subsidiaries are translated at 
the weighted average exchange rates for the year. Exchange 
differences arising on translation are taken directly to a 
separate component of equity. On disposal of a foreign entity, 
the deferred cumulative amount recognized in equity relating 
to that particular foreign operation is recognized in the profit 
and loss statement.

Hedges of net investments in foreign operations
For accounting policy see note 3 (c - ix) 

c) Financial instruments - initial recognition and 
subsequent measurement

Date of recognition
Financial assets and liabilities are recognized in the balance 
sheet when the bank becomes a party to the contractual 
provisions of the instrument. Regular purchases or sales of 
financial assets that require delivery of assets within the 
timeframe generally established by regulation or convention in 
the marketplace are recognized on the trade date; i.e., the date 
that the bank commits to purchase or sell the asset. Derivatives 
are recognized on a trade-date basis. Forward purchases and 
sales other than those requiring delivery within the timeframe 
established by regulation or market convention are recognized 
as derivative forward transactions until settlement.

Initial recognition of financial instruments
The classification of financial instruments at initial recognition 
depends on the purpose for which the financial instruments 
were acquired and their characteristics. All financial 
instruments are measured initially at their fair value plus, in 
case of financial assets and financial liabilities not classified 
at ‘fair value through profit or loss’, any directly attributable 
incremental costs of acquisition or issue.

Measurement classifications
The bank classifies its financial assets and liabilities into the 
following measurement (valuation) categories:

(i) Derivatives recorded at fair value through profit or loss
A derivative financial instrument is a financial contract 
between two parties where payments are dependent on 
movements in price of one or more underlying financial 
instruments, references, rates or indices. Derivatives include 
currency and cross-currency swaps, forward foreign-exchange 
contracts, interest-rate swaps, currency options, equity options, 
bonds options, futures and credit-default swaps. Derivatives 
are recorded at fair value and carried as assets when their 
fair value is positive and as liabilities when their fair value is 
negative. Derivative financial instruments are subsequently 
re-measured at fair value. Changes in the fair value of 
derivatives are included in ‘net trading income’. Gains and 
losses generated with derivative financial instruments used for 
asset-liability management is recorded in ‘interest income and 
interest expense’.

Derivatives embedded in other financial instruments are 

Summary of significant accounting policies



41

C
redit Europe Bank N

V A
nnual Report 20

10
S

u
m

m
ary of sig

n
ifican

t accou
n

tin
g

 p
olicies

Summary of significant accounting policies

treated as separate derivatives and recorded at fair value if 
their economic characteristics and risks are not closely related 
to those of the host contract, and the host contract is not itself 
held for trading or designated at fair value through profit or 
loss. The embedded derivatives separated from the host are 
carried at fair value in the trading portfolio with changes in fair 
value recognized in the profit and loss statement under ‘net 
trading income’.

(ii) Financial assets or liabilities held for trading
Trading assets and liabilities are those assets and liabilities 
that the bank acquires or incurs principally for the purpose 
of selling or repurchasing in the near future, or holds as part 
of portfolio that is managed together for short-term profit 
or position taking. Trading assets and liabilities are initially 
recognized and subsequently measured at fair value in the 
balance sheet with transaction costs taken directly to profit 
and loss. Interest income or expense is recorded in ‘net 
interest income’ according to the terms of the contract. All 
changes in fair value, except for the interest accruals, are 
recognized as part of ‘net trading income’ in profit and loss. 
Trading assets and liabilities are not reclassified subsequent 
to their initial recognition.

(iii) ‘Day 1’ profit
Where the transaction price in a non-active market is 
different to the fair value from other observable current 
market transactions in the same instrument or based on a 
valuation technique whose variable includes only data from 
observable markets, the bank immediately recognizes the 
difference between transaction price and fair value (a ‘Day 
1’ profit) in the profit and loss statement under ‘net trading 
income’. In cases where use is made of unobservable data, 
the difference between the transaction price and model 
value is only recognized in the profit and loss statement when 
the inputs become observable or when the instrument is 
derecognized.

(iv) Held-to-maturity investments
Held-to-maturity investments are those which carry fixed or 
determinable payments and which the bank has the intention 
and ability to hold to maturity and which are not designated 
at ‘fair value through profit or loss’ or as ‘available-for-sale’. 
After initial measurement, held-to-maturity investments are 
subsequently measured at amortized cost using the effective-
interest-rate method, less provision for impairment. Amortized 
cost is calculated by taking into account any discount or 
premium on acquisition and fees that are an integral part of 
the effective interest rate. The amortization is included in 
‘Interest income’. The losses arising from impairment of such 

investments are recognized in the profit and loss statement as 
‘credit loss charges’.

(v) Loans and receivables from banks and customers
Loans and receivables due from banks (excluding the trading 
loans) are non-derivative financial assets with fixed or 
determinable payments and fixed maturities that are not 
quoted in an active market. They are not entered into with 
the intention of immediate or short-term resale and are not 
classified as ‘financial assets held for trading’, ‘financial 
investments - available-for-sale’ or ‘financial assets designated 
at fair value through profit or loss’. After initial measurement, 
the amounts from loans and receivables from banks and 
customers are subsequently measured at amortized cost 
using the effective-interest method, less an allowance for 
impairment. Amortized cost is calculated by taking into 
account any discount or premium on acquisition and fees and 
costs that are an integral part of the effective interest rate. 
The amortization is included under ‘interest income’ in the 
profit and loss statement. The losses arising from impairment 
are recognized in the profit and loss statement as ‘credit loss 
charges’.

(vi) Available-for-sale financial assets
Available-for-sale financial assets are designated as such or do 
not qualify to be recorded at ‘fair value through profit or loss’ 
or ‘held-to-maturity’. They may be sold in response to liquidity 
needs or changes in market conditions.

After initial measurement, available-for-sale financial assets 
are subsequently measured at fair value. Unrealized gains 
and losses are recognized directly in equity in the ‘fair value 
reserve’. When the security is disposed of, or is determined to 
be impaired, the cumulative gain or loss previously recognized 
in equity is recognized in the profit and loss statement in 
‘results from financial transactions’. Interest earned while 
holding available-for-sale investment securities is reported as 
interest income using the effective interest rate. The losses 
arising from impairment of such investments are recognized in 
the profit and loss statement as ‘credit loss charges’.

(vii) Repo contracts
Transactions where financial instruments, such as loans, 
are sold under a commitment to repurchase (repos) at a 
predetermined price or are purchased under a commitment 
to resell (reverse repo) are treated as collateralized borrowing 
and lending transactions. The legal title of the financial 
instrument subject to resale or repurchase commitments is 
transferred to the lender. Financial instruments transferred 
under a repurchase commitment are henceforth included in 
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the relevant items of the bank’s balance sheet, such as ‘loans 
and receivables - customers’, while the borrowing is recorded 
in ‘due to banks’. Financial instruments received under a resale 
commitment are recorded in the off-balance sheet accounts, 
unless sold. 

Income and expenses arising from repurchase and resale 
commitments, being the difference between the selling and the 
purchase price, are accrued over the period of the transaction 
and recorded in the profit and loss statement as ‘interest and 
similar income’ or ‘interest expense and similar charges’.

(viii) Deposits, issued debt securities and subordinated 
liabilities
Issued financial instruments or their components that are not 
designated at ‘fair value through profit or loss’, are classified 
as liabilities under ‘issued debt securities’ where the substance 
of the contractual arrangement results in the bank having an 
obligation to either deliver cash or another financial asset to 
the holder, or to satisfy the obligation other than by exchange 
of a fixed amount of cash. 

Deposits, issued debt securities and subordinated liabilities 
are initially measured at fair value, plus directly attributable 
transaction costs, and are subsequently measured at amortized 
cost using the effective-interest-rate method. Amortized cost 
is calculated by taking into account any discount or premium 
on the issue and fees that is an integral part of the effective 
interest rate.

(ix) Derivatives held for risk-management purposes and 
hedge accounting
Derivatives held for asset-liability risk-management purposes 
(i.e. asset and liability management) include all derivative 
assets and liabilities that are not classified as ‘trading assets 
and liabilities’. Derivatives held for risk-management purposes 
are measured at fair value in the balance sheet.

The bank designates certain derivatives held for risk-
management purposes and certain non-derivative financial 
instruments as hedging instruments in qualifying hedging 
relationships. On initial designation of the hedge, the 
bank formally documents the relationship between the 
hedging instrument(s) and hedged item(s), including the 
risk-management objective and strategy in undertaking the 
hedge transaction, together with the method that will be 
used to assess the effectiveness of the hedging relationship. 
The bank makes an assessment, both at the inception of the 
hedge relationship as well as an ongoing basis, whether the 
hedging instrument(s) is (are) expected to be ‘highly effective’ 

in offsetting in the changes in the fair value or cash flows of 
the respective hedged item(s) during the period for which the 
hedge is designated, and whether the actual results of each 
hedge are within a range of 80-125 percent. 

Net investment hedges
When a derivative (or a non-derivative financial liability) is 
designated as the hedging instrument in a hedge of a net 
investment in a foreign operation, the effective portion 
of changes in the fair value of the hedging instrument is 
recognized directly in equity, in the ‘foreign-currency-
translation reserve’ (or in our case ‘revaluation reserves 
hedging’). Any ineffective portion of changes in the fair value 
of the derivative is recognized immediately in profit and loss. 
The amount recognized in equity is removed and included in 
profit and loss on disposal of the foreign operations.

Cash-flow hedges
When a derivative is designated as the hedging instrument 
to hedge variability in cash flows that can be attributed to a 
particular risk associated with a recognized asset or liability 
or to hedge a highly-probable forecast transaction that could 
affect profit and loss, the effective changes in the fair value of 
the derivative are recognized directly in equity, in the hedging 
reserve. The amount recognized in equity is removed and 
included in profit and loss in the same period as the hedged 
cash flows affect profit and loss under the same profit and 
loss statement line item as the hedged item. Any ineffective 
portion of changes in the fair value of the derivative is 
recognized immediately in profit and loss.

If the derivative expires; or is sold, terminated or exercised; or 
no longer meets the criteria for cash flow-hedge accounting; 
or its designation is revoked, then the hedge accounting is 
prospectively discontinued and the amount recognized in 
equity remains in equity until the forecast transaction affects 
profit and loss. If the forecast transaction is no longer expected 
to occur, then the balance in equity is recognized immediately 
in profit and loss.

Fair value hedges
When a derivative is designated as the hedging instrument 
in a hedge of the change in fair value of a recognized asset 
or liability or a firm commitment that could affect profit or 
loss, changes in the fair value of the derivative are recognized 
immediately in profit and loss together with changes in the fair 
value of the hedged item that are attributable to the hedged 
risk (in the same line item in the statement of comprehensive 
income as the hedged item.)
If the hedging derivative expires; or is sold, terminated or 

Summary of significant accounting policies
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exercised; or the hedge no longer meets the criteria for fair 
value hedge accounting; or the hedge designation is revoked, 
then the hedge accounting is prospectively discontinued. Any 
adjustment up to that point to a hedged item for which the 
effective interest method is used, is amortized to profit and 
loss as part of the recalculated effective interest rate of the 
item over its remaining life.

d) De-recognition of financial assets and liabilities

Financial assets
The bank derecognizes a financial asset (or, where applicable, 
a part of a financial asset or part of a group of similar financial 
assets) when:
• �the rights to receive cash flows from the asset have expired;
• �the bank retains the right to receive cash flows from the 

asset, but has assumed an obligation to pay them in full 
without material delay to a third party under a ‘pass-through’ 
arrangement and transferred substantially all risks and 
rewards; or

• �the bank has transferred its rights to receive cash flows from 
the asset and either has transferred substantially all the risks 
and rewards of the asset, or has transferred control of the 
asset and not retained substantially all risks and rewards.

The bank enters into transactions whereby it transfers assets 
recognized on its balance sheet, but retains either all, or 
substantially all, of the risks and rewards of the transferred 
asset, or a portion of them. If all, or substantially all, risks 
and rewards are retained,  the transferred assets are not 
derecognized from the balance sheet. Transfers of assets 
with retention of all risks and rewards include, for example, 
securities lending and repurchase transactions.

Where the bank has transferred its rights to receive cash flows 
from an asset and has not transferred or substantially retained 
all the risks and rewards of the asset, or transferred control of 
the asset, the asset is recognized to the extent of the bank’s 
continuing involvement in the asset, determined by the extent 
to which it is exposed to changes in the value of the transferred 
asset. Continuing involvement that takes the form of a 
guarantee over the transferred asset is measured at the lower 
of the original carrying amount of the asset and the maximum 
amount of the consideration that the bank could be required to 
repay.

Where continuing involvement takes the form of a written 
and/or purchased option (including a cash-settled option 
or similar provision) on the transferred asset, the extent 
of the bank’s continuing involvement is the amount of the 

transferred asset that the bank may repurchase, except that 
in the case of a written put option (including a cash-settled 
option or similar provision) on an asset measured at fair value, 
the extent of the bank’s continuing involvement is limited to 
the lower of the fair value of the transferred asset and the 
option exercise price.

Financial liabilities
A financial liability is derecognized when the obligation 
under the liability is discharged, cancelled or expires. Where 
an existing financial liability is replaced by another from the 
same lender on substantially different terms, or the terms 
of an existing liability are substantially modified, such an 
exchange or modification is treated as a de-recognition of the 
original liability and the recognition of a new liability, and the 
difference in the respective carrying amounts is recognized in 
profit and loss.

e) Determination of fair value
Fair value is the amount for which an asset could be exchanged, 
or a liability settled, between knowledgeable, willing parties in 
an arm’s-length transaction on the measurement date. 

When available, the bank measures the fair value of an 
instrument using quoted prices in an active market for that 
instrument. A market is regarded as active if quoted prices 
are readily and regularly available and represent actual and 
regularly occurring market transactions on an arm’s-length 
basis.

If a market for a financial instrument is not active, the bank 
establishes fair value using a valuation technique. Valuation 
techniques include using recent arm’s-length transactions 
between knowledgeable, willing parties (if available), 
reference to the current fair value of other instruments that 
are substantially the same, discounted cash-flow analyses and 
option-pricing models. The chosen valuation technique makes 
maximum use of market inputs, relies as little as possible on 
estimates specific to the bank, incorporates all factors that 
market participants would consider in setting a price, and 
is consistent with accepted economic methodologies for 
pricing financial instruments. Inputs to valuation techniques 
reasonably represent market expectations and measures of 
the risk-return factors inherent in the financial instrument. 
The bank calibrates valuation techniques and tests them 
for validity using prices from observable current market 
transactions in the same instrument or based on other 
available observable market data. 

The best evidence of the fair value of a financial instrument at 
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initial recognition is the transaction price (i.e., the fair value 
of the consideration given or received), unless the fair value of 
that instrument is evidenced by comparison with other current 
and observable market transactions in the same instrument 
(i.e., without modification or repackaging) or based on a 
valuation technique whose variables only include data from 
observable markets. When transaction prices provide the 
best evidence of fair value at initial recognition, the financial 
instrument is initially measured at the transaction price, 
and any difference between this price and the value initially 
obtained from a valuation model is subsequently recognized 
in profit and loss depending on the individual facts and 
circumstances of the transaction but not later than when the 
valuation is supported wholly by observable market data or the 
transaction is closed out.

Assets and long positions are measured at a bid price: liabilities 
and short positions are measured at an asking price. Where 
the bank has positions with offsetting risks, mid-market 
prices are used to measure the offsetting risk positions and 
a bid or asking price adjustments is applied only to the net 
position as appropriate. Fair values reflect the credit risk of 
the instrument and include adjustments to take account of 
the credit risk of the bank entity and the counterparty where 
appropriate. Fair value estimates obtained from models are 
adjusted for any other factors, such as liquidity risk or model 
uncertainties, to the extent that the bank believes a third-party 
market participant would take them into account in pricing a 
transaction.

The principal methods and assumptions used by the bank in 
determining the fair value of financial instruments are:
• �Fair values for trading and investment securities are 

determined using market prices from active markets. If no 
quoted prices are available from an active market, the fair 
value is determined using discounted cash-flow models. 
Discount factors are based on the swap curve, plus a spread 
reflecting the characteristics of the instrument.

• �Fair values for derivative financial instruments are obtained 
from active markets or determined using, as appropriate, 
discounted cash-flow models. Discount factors are based on 
the swap curve, plus a spread reflecting the characteristics of 
the instrument.

• �Fair values for loans and deposits are determined using 
discounted cash-flow models based on the bank’s current 
incremental lending rates for similar types of loans. For 
variable-rate loans that re-price frequently and have no 
significant change in credit risk, fair values are approximated 
by the carrying amount.

• �The carrying amounts are considered to approximate fair 

values for other financial assets and liabilities, such as short-
term payables and receivables.

f) Impairment of financial assets 
At each balance sheet date, the bank assesses whether there 
is any objective evidence that a financial asset or group of 
financial assets is impaired. A financial asset or a group of 
financial assets is deemed to be impaired if, and only if, there 
is objective evidence of impairment as a result of one or more 
events that occurred after the initial recognition of the asset 
(an incurred ‘loss event’) and that loss event (or events) has an 
impact on the estimated future cash flows of the financial asset 
or group of financial assets that can be reliably estimated. 

Objective evidence of impairment may include indications that 
the borrower or group of borrowers are experiencing significant 
financial difficulty, default or delinquency in interest or 
principal payments, restructuring of loans or advances by the 
bank on terms that the bank would not otherwise consider, the 
disappearance of an active market for a security, deterioration 
in the value of collateral, or other observable data relating to a 
group of assets, such as adverse changes in the payment status 
of borrowers or issuers in the group, or economic conditions 
that correlate with defaults in the group.

(i) Loans and receivables from customer and banks
For loans and receivables from customers and banks carried 
at amortized cost, the bank first assesses whether objective 
evidence of impairment exists individually for significant 
financial assets or collectively for non-significant financial 
assets. If the bank determines that no objective evidence of 
impairment exists for an individually assessed financial asset, 
whether significant or not, it includes the asset in a group 
of financial assets with similar credit-risk characteristics 
and collectively assesses them for impairment. Assets that 
are individually assessed for impairment and for which an 
impairment loss is, or continues to be, recognized are not 
included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been 
incurred, the loss is measured as the difference between the 
asset’s carrying amount and the present value of estimated 
future cash flows (excluding future expected credit losses 
that have not yet been incurred). The carrying amount of 
the asset is reduced through an allowance account and the 
loss is recognized in the profit and loss statement. Interest 
continues to be accrued on the reduced carrying amount 
based on the original effective interest rate of the asset. Loans, 
together with the associated allowance accounts, are written 
off when there is no realistic prospect of future recovery and 

Summary of significant accounting policies
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all collateral has been realized or has been transferred to the 
bank. 

If, in a subsequent year, the estimated impairment loss 
increases or decreases due to an event occurring after 
the impairment was recognized, the previously recognized 
impairment loss is increased or reduced by adjusting the 
allowance account. When any part of a claim is deemed 
uncollectible or forgiven, a write-off is charged to the 
allowance account. If a future write-off is later recovered, the 
recovery is credited to the ‘credit loss charges’. 

The present value of estimated future cash flows is discounted 
at the financial asset’s original effective interest rate. If a loan 
has a variable interest rate, the discount rate for measuring 
any impairment loss is the current effective interest rate. The 
calculation of the present value of the estimated future cash 
flows of a collateralized financial asset reflects the cash flows 
that may result from foreclosure, less costs for obtaining and 
selling the collateral, whether or not foreclosure is probable. 

Collective evaluation of impairment aims to establish portfolio 
provisions for losses incurred but not yet identified. By 
definition, these are losses that cannot yet be attributed to 
particular transactions. Therefore, this provision is derived 
from the portfolio analysis, which is based on the homogenous 
exposure structures of the financial assets being analyzed. 
Financial assets are grouped on the basis of their credit-risk 
characteristics, such as type, geographical location, past-due 
status and other relevant factors.

Future cash flows on a group of financial assets that are 
collectively evaluated for impairment are estimated on the 
basis of historical loss experiences for assets with credit-risk 
characteristics similar to those in the group. Historical loss 
experiences are adjusted on the basis of current and observable 
data to reflect the effects of current conditions that did not 
affect the year on which the historical loss experience is based 
and to remove the effects of conditions in the historical period 
that do not exist currently. The methodology and assumptions 
used for estimating future cash flows are reviewed regularly by 
means of back testing to reduce any differences between loss 
estimates and actual loss experience.

(ii) Held-to-maturity financial investments
For held-to-maturity investments, the bank assesses 
individually whether there is objective evidence of impairment. 
If there is objective evidence that an impairment loss has been 
incurred, the loss is measured as the difference between the 
asset’s carrying amount and the present value of estimated 

future cash flows. The carrying amount of the asset is reduced 
and the amount of the loss is recognized in the profit and loss 
statement.

If, in a subsequent year, the estimated impairment loss 
decreases because of an event occurring after the impairment 
was recognized, any amounts formerly charged are reversed to 
the ‘credit loss charges’.

(iii) Available-for-sale financial assets
For available-for-sale financial assets, the bank assesses 
whether there is objective evidence that a financial asset or 
a group of financial assets is impaired at each balance sheet 
date. 

In the case of equity investments classified as AFS, objective 
evidence would include a significant or prolonged decline in 
the fair value of the investment below cost.

Where there is evidence of impairment, impairment losses 
on available-for-sale investment securities are recognized by 
transferring the cumulative loss directly in equity to profit 
and loss. The cumulative loss that is removed from equity 
and recognized in profit and loss is the difference between 
the acquisition cost, net of any principal repayment and 
amortization, and the current fair value, less any impairment 
loss previously recognized in profit and loss. 

In the case of unquoted debt instruments classified as 
‘available-for-sale’, the impairment loss is calculated as the 
difference between the carrying amount of the investment and 
the present value of estimated future cash flows, discounted at 
the current market rate of return for similar financial assets. 

Interest based on market rates is accrued at the effective 
interest rate on the reduced carrying amount of the asset, and 
is recorded as part of ‘interest and similar income’. 

If, in a subsequent year, the fair value of a debt instrument 
increases and the increase can be objectively related to an 
event occurring after the impairment loss was recognized 
in the profit and loss statement, the impairment loss is 
reversed through the profit and loss statement. However, any 
subsequent recovery in the fair value of an impaired available-
for-sale equity security is recognized directly in equity.

 (iv) Re-negotiated loans
Where possible, the bank seeks to restructure loans rather than 
take possession of collateral. This may involve extending the 
payment arrangements and negotiating new loan conditions. If 
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the conditions change significantly, the old loan is replaced by 
a new loan. Once the terms have been renegotiated, the loan 
is no longer considered past due. Management continuously 
reviews renegotiated loans to ensure that all criteria are 
met and that future payments are likely to occur. The loans 
continue to be subject to an individual or collective impairment 
assessment. 

g) Netting and collateral
The bank enters into master netting arrangements with 
counterparties wherever possible, and when appropriate, 
obtains collateral. If the bank has the right on the grounds 
of either legal or contractual provisions and the intention to 
settle financial assets and liabilities net or simultaneously 
these are offset and the net amount is reported in the balance 
sheet. Due to differences in the timing of actual cash flows, 
derivatives with positive and negative fair values are generally 
not netted, even if they are held with the same counterparty.

h) Leasing 
Determining whether an arrangement is, or contains, a lease 
is based on the substance of the arrangement and requires 
an assessment of whether the fulfillment of the arrangement 
depends on using a specific asset or assets and the 
arrangement conveys a right to use the asset.

(i) Bank as a lessee
Finance leases, which substantially transfer all the risks and 
benefits incidental to ownership of the leased item to the 
bank, are capitalized at the inception of the lease at the fair 
value of the leased property or, if lower, at the present value 
of the minimum lease payments, and are included in ‘property 
and equipment’ with the corresponding liability to the lessor 
included in ‘other liabilities’. Lease payments are apportioned 
between the finance charges and reduction of the lease liability 
to achieve a constant rate of interest on the remaining balance 
of the liability. Finance charges are charged directly to the 
profit and loss statement as ‘interest and similar expenses.’

Capitalized leased assets are depreciated over the shorter of 
the estimated useful life of the asset and the lease term if there 
is no reasonable certainty that the bank will obtain ownership 
by the end of the lease term.

Operating lease payments are not recognized on the balance 
sheet. Any rentals payable are accounted for on a straight-
line basis over the lease term and included in ‘other operating 
expenses’.

(ii) Bank as a lessor
Finance leases, where the bank substantially transfers all the 
risks and benefits incidental to ownership of the leased item 
to the lessee, are included on the balance sheet as ‘loans and 
receivables - customers’. A receivable is recognized over the 
leasing period at an amount equal to the present value of the 
lease payments using the implicit rate of interest and including 
any guaranteed residual value. All income resulting from the 
receivable is included under ‘interest and similar income’ in the 
profit and loss statement.

i) Cash and cash equivalents
‘Cash and cash equivalents’, as referred to in the cash flow 
statement, comprises cash on hand and balances with central 
banks with an insignificant risk of a change in value.
Cash and cash equivalents are carried at amortized costs in the 
balance sheet.
The cash flow statement, based on the indirect method 
of calculation, gives details of the source of cash and cash 
equivalents that became available during the year, and the 
application of these cash and cash equivalents over the course 
of the year. The cash flows are analyzed into cash flows from 
operations, including banking, investment and financing 
activities. Movements in loans and receivables and inter-bank 
deposits are included in cash flows from operating activities. 
Investment activities comprise sales and redemptions in 
respect of financial investments, and property and equipment. 
The issuing of shares, and the borrowing and repayment of 
long-term funds are treated as financing activities. Movements 
due to currency-translation differences and the effects of 
the consolidation of business acquisitions, where of material 
significance, are eliminated from the cash flow figures.

j) Property and equipment
Property and equipment is stated at cost, excluding the costs of 
day-to-day servicing, less accumulated depreciation and accu-
mulated impairment in value. Borrowing costs are not included in 
the cost of property, plant and equipment, but recognized as an 
expense. Changes in the expected useful life are accounted for 
by changing the amortization period or method, as appropriate, 
and treated as changes in accounting estimates. 

Depreciation is calculated on other assets using the straight-
line method to allocate their cost to their residual values over 
their estimated useful lives as follows:
Buildings 	 30-40 years

Furniture and fixtures	 3-20 years

IT equipment	 3-10 years

Vehicles	 3-5 years

Leasehold improvements	 Over the term of respective leases or 3-5 years

Summary of significant accounting policies
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An item of property and equipment is derecognized 
upon disposal or when no future economic benefits are 
expected from its use or disposal. Any gain or loss arising 
on derecognition of the asset (calculated as the difference 
between the net disposal proceeds and the carrying amount of 
the asset) is recognized in ‘other operating income’ in the profit 
and loss in the year the asset is derecognized.

k) Intangible assets

(i) Software
Intangible assets mainly include the value of computer 
software. Intangible assets acquired separately are measured 
on initial recognition at cost. Following initial recognition, 
intangible assets are carried at cost less any accumulated 
amortization and any accumulated impairment losses. 
Intangible assets are amortized over the useful economic 
life and are assessed for impairment whenever there is an 
indication that the intangible asset may be impaired. The 
amortization period and the amortization method for an 
intangible asset are reviewed at least at each financial year-
end. Changes in the expected useful life or the expected 
pattern of consumption of future economic benefits embodied 
in the asset is accounted for by changing the amortization 
period or method, as appropriate, and treated as changes in 
accounting estimates. The amortization expense on intangible 
assets is recognized in the profit and loss statement in 
‘depreciation and amortization’.

Expenditure on internally developed software is recognized 
as asset when the bank is able to demonstrate its intention 
and ability to complete the development and use the software 
in a manner that will generate future economic benefits and 
can reliably measure the costs to complete development. The 
capitalized costs of internally developed software include all 
costs directly attributable to developing the software, and are 
amortized over its useful life. Internally developed software is 
stated at capitalized cost, less accumulated amortization and 
any accumulated impairment losses.

Amortization is calculated using the straight-line method 
over their estimated useful life of software, from the date it is 
available to use. The estimated useful life of software is three 
to ten years.

(ii) Goodwill
Goodwill (negative goodwill) arises on the acquisition of 
subsidiaries.
Goodwill arising on the acquisition of a non-controlling 
interest in a subsidiary represents the excess of the cost of the 

additional investment over the carrying amount of the interest 
in the net assets acquired at the date of exchange.

Subsequent to recognition, goodwill is measured at cost, less 
accumulated impairment losses.

l) Business combinations
The pooling-of-interest accounting method is used for 
businesses acquired or contributed under common control. 
This method requires that the financial statement items of the 
combining entities for the period in which the combination 
occurred, and for any comparative periods presented, were to 
be included as if they had been combined from the beginning 
of the earliest period presented. 

m) Impairment of non-financial assets
At each reporting date, or more frequently if events or changes 
in circumstances indicate that the carrying value may be 
impaired, the bank assesses whether there is an indication that 
a non-financial asset may be impaired. If any such indication 
exists, or when annual impairment testing for an asset is 
required, the bank makes an estimate of the asset’s recoverable 
amount. Where the carrying amount of an asset (or cash-
generating unit) exceeds its recoverable amount, the asset (or 
cash-generating unit) is considered impaired and is written 
down to its recoverable amount. The recoverable amount of an 
asset (or cash-generating unit) is the greater of its value in use 
and its fair value, less costs to sell. In assessing value in use, 
the estimated future cash flows are discounted to their present 
value using a pre-tax discount rate that reflects current market 
assessments of the time value of money and the risks specific 
to the asset. 

For assets excluding goodwill, an assessment is made at each 
reporting date as to whether there is any indication that 
previously recognized impairment losses may no longer exist or 
may have decreased. If such indication exists, the recoverable 
amount is estimated. 

A previously recognized impairment loss is reversed only if 
there has been a change in the estimates used to determine 
the asset’s recoverable amount since the last impairment loss 
was recognized. If that is the case, the carrying amount of the 
asset is increased to its recoverable amount. Impairment losses 
for goodwill cannot be reversed for subsequent increases in its 
recoverable amount in future periods.

n) Assets held for sale
The bank takes possession of collateral it holds as security. The 
bank books these assets as ‘held for sale’. These assets are not 
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used for the daily banking transactions and the management 
intends to sell these assets in the future. They are initially 
measured at fair value less costs at acquisition. After initial 
measurement, noncurrent assets for sale are subsequently 
measured at fair value. Changes in the fair value of the assets 
are recognized under the statement of profit and loss in “other 
operating expenses”. These assets have not been disclosed 
separately in the statement of financial position, but are 
disclosed separately as component of other assets. 

o) Deposits, debt securities issued and subordinated 
liabilities
Deposits, debt securities issued and subordinated liabilities are 
the bank’s sources of debt funding.

Deposits, debt securities issued and subordinated liabilities 
are initially measured at fair value, plus directly attributable 
transaction costs, and subsequently measured at amortized 
cost using the effective-interest method. Amortized cost is 
calculated by taking into account any discount or premium on 
the issue and fees that are an integral part of the effective 
interest rate.

p) Financial guarantees
In the ordinary course of business, the bank gives financial 
guarantees consisting of letters of credit, letters of guarantees, 
and acceptances. Financial guarantees are initially recognized 
in the financial statements at fair value, in ‘other liabilities’, 
being the premium received. Subsequent to initial recognition, 
the bank’s liability under each guarantee is measured at the 
higher of the amortized premium and the best estimate of 
expenditure required to settle any financial obligation arising 
as a result of the guarantee.

Any increase in the liability relating to financial guarantees is 
taken to the profit and loss statement as ‘credit loss charges’. 
The premium received is recognized in the profit and loss 
statement under ‘fees and commission income’ on a straight-
line basis over the life of the guarantee.

q) Provisions
Provisions are recognized when the bank has a present 
obligation (legal or constructive) as a result of a past event, and 
it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reliable 
estimate can be made of the amount of the obligation. If the 
effect is material, provisions are determined by discounting 
the expected future cash flows at a pre-tax rate that reflects 
current market assessments of the time value of money and, 
where appropriate, the risks specific to the liability. 

r) Income taxes

(i) Current tax
Current tax assets and liabilities for current and prior years 
are measured at the amount expected to be recovered from, 
or paid to, the tax authorities. The tax rates and tax laws 
used to compute the amount are those that are enacted, or 
substantively enacted, by the balance sheet date.

(ii) Deferred income tax
Deferred income tax is provided, using the liability method, 
on all taxable temporary differences arising between the 
carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes, 
except for differences not deductible for tax purposes and 
initial recognition of assets and liabilities that affect neither 
accounting nor taxable profit.

Deferred tax liabilities and assets are recognized when it is 
probable that the future economic benefits resulting from 
the reversal of taxable temporary differences will flow to or 
from the bank. Deferred tax assets are recognized only to 
the extent that it is probable that future taxable profit will be 
available against which the deferred tax asset can be utilized. 
The carrying value of deferred tax assets is reviewed at each 
balance sheet date and reduced to the extent that it is no 
longer probable that sufficient taxable profit will be available 
to allow all or part of the deferred tax asset to be utilized. 
Unrecognized deferred tax assets are reassessed at each 
balance sheet date and are recognized to the extent that it 
has become probable that future taxable profit will allow the 
deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax 
rates that are expected to apply in the year when the asset is 
realized or the liability is settled, based on tax rates (and tax 
laws) that have been enacted or substantively enacted at the 
balance sheet date.

Current tax and deferred tax relating to items recognized 
directly in equity are also recognized in equity and not in the 
profit and loss statement.

Deferred tax assets and deferred tax liabilities are offset if 
a legally enforceable right exists to offset current tax assets 
against current tax liabilities, and the deferred taxes relate to 
the same taxable entity and the same taxation authority.

s) Recognition of income and expenses
Revenue is recognized to the extent that it is probable that the 
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economic benefits will flow to the bank and the revenue can be 
reliably measured. The following specific recognition criteria 
must also be met before revenue is recognized:

(i) Interest income and expenses
For all financial instruments measured at amortized cost and 
interest-bearing financial instruments classified as ‘available-
for-sale financial investments’, interest income or expense is 
recorded at the effective interest rate, which is the rate that 
exactly discounts estimated future cash payments or receipts 
through the expected life of the financial instrument or a 
shorter period, where appropriate, to the net carrying amount 
of the financial assets or financial liability. The calculation takes 
into account all contractual terms of the financial instrument, 
which includes any fees or incremental costs directly 
attributable to the instrument, but not future credit losses. 

Interest income or expenses on trading assets and derivative 
financial instruments are included within interest income and 
expense.

(ii) Fees and commissions income
The bank earns fee and commission income from a diverse 
range of services it provides to its customers. Fees and 
commissions for the provision of services over a period of 
time are generally recognized on an accrual basis. Loan-
commitment fees for loans that are likely to be drawn down 
and other credit related fees are deferred (together with any 
incremental costs), and are recognized as an adjustment to the 
effective interest rate of the loan.

Commission and fees arising from negotiating or participating 
in the negotiation of a transaction for a third party are 
recognized on completion of the underlying transaction. 
Management and service fees are recognized based on the 
applicable service contracts. Fees for bank transfers and other 
banking-transaction services are recorded as income when 
collected. 

(iii) Net trading income
Net trading income includes gains and losses arising from 
changes in the fair value and disposal of financial assets and 
liabilities held for trading, and includes dividends received from 
trading instruments.

(iv) Results from financial transactions
Results from financial transactions include gains and losses on 
the sale of non-trading financial assets and liabilities. Dividend 
income from non-trading equity investments is recognized 
when entitlement is established.

t) Fiduciary activities
Assets held in fiduciary capacity, if any, are not reported in the 
financial statements, as they are not the assets of the bank. 

u) Dividends on ordinary shares
Dividends on ordinary shares of the bank are recognized as 
a liability and they are deducted from equity when they are 
approved by the bank’s shareholders. Interim dividends are 
deducted from equity when they are paid.

Dividends for the year that are approved after the balance 
sheet date are dealt with in the ‘subsequent events’ note.

v) Equity components

Currency-translation account
The currency-translation account comprises all currency 
differences arising from translating the financial statements 
of foreign operations, net of the translation impact on foreign-
currency liabilities. These currency differences are included in 
income on disposal or partial disposal of the operation. 

Hedge reserve
The bank uses a mixture of forward foreign-exchange contracts 
to hedge the foreign-currency-translation risk on its net 
investments in foreign subsidiaries, cross-currency swaps and 
forwards to hedge the foreign-currency risk arising from its 
issuance of debt securities in foreign currencies and interest 
rate swaps to hedge its exposure to changes in the fair values 
of its fixed rate euro deposits attributable to changes in the 
market interest rates.

When a financial instrument is designated as the hedging 
instrument to hedge a carrying value of net investment in a 
foreign operation or hedge the foreign-currency risk of issued 
debt securities, the effective portion of changes in the fair 
value of the hedging instrument is recognized directly in equity, 
in the ‘hedge reserve’. Any ineffective portion of changes in the 
fair value of the derivative is recognized immediately in profit 
and loss. The amount recognized in equity is removed and 
included in profit and loss on disposal of the foreign operation.

The cumulative gain or loss recognized in equity is transferred 
to profit and loss in the same period that the hedge item 
(issued debt security) affects profit and loss.

Fair value reserve
In this component, gains and losses arising from a change in 
the fair value of available-for-sale assets are recognized, net of 
taxes. When the relevant assets are sold, impaired or otherwise 
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disposed of, the related cumulative gain or loss recognized in 
equity is transferred to the profit and loss statement.

w) Earnings per share
The bank presents basic and diluted earnings-per-share (EPS) 
data for its ordinary shares. Basic EPS is calculated by dividing 
the profit and loss attributable to ordinary shareholders of 
the bank by the weighted average number of ordinary shares 
outstanding during the period. Diluted EPS is determined 
by adjusting the profit and loss attributable to ordinary 
shareholders and weighted average number of ordinary shares 
outstanding for the effects of any potentially diluting ordinary 
shares.

x) Segment reporting
Segment information is presented in respect of the bank’s 
operating segments, where the bank assesses performance and 
accordingly makes resource allocations.

y) New standards and interpretations not yet adopted
A number of new standards, amendments to standards and 
interpretations are not yet effective for the year ended 
December 31, 2010, and have not been applied in preparing 
these Consolidated Financial Statements. None of these will 
have an effect on the Consolidated Financial Statements of the 
bank, with the exception of :
• �IFRS 9, Financial instruments, published on November 12, 

as part of phase 1 of the IASB’s comprehensive project to 
replace IAS 39, deals with classification and measurement of 
financial assets. The requirements of this standard represent 
a significant change from the existing requirements in IAS 
39 in respect of financial assets. The standard contains 
two primary measurement categories for financial assets: 
amortized cost and fair value. A financial asset would be 
measured at amortized cost if it is held within a business 
model whose objective is to hold assets in order to collect 
contractual cash flows that are solely the payments of 
principal and interest on principal outstanding. All other 
financial assets would be measured at fair value. 

• �The standard eliminates the existing IAS 39 categories of 
held-to-maturity, available-for-sale and loans and receivables. 
For an investment in an equity instrument which is not held 
for trading, the standard permits an irrevocable election, 
on initial recognition, on an individual share-by-share basis, 
to present all fair value changes from the investment in 
other comprehensive income. No amount recognized in 
other comprehensive income would ever be classified to 
profit or loss at a later date. However dividends on such 
investments are recognized in profit or loss , rather than 
other comprehensive income unless they clearly represent a 

partial recovery of the cost of the investment . Investments in 
equity instruments in respect of which entity does not elect 
to present fair value changes in other comprehensive income 
would be measured at fair value with changes in fair value 
recognized in profit or loss.

The standard requires that derivatives embedded in contracts 
with a host that is a financial asset within the scope of the 
standard are not separated; instead the hybrid financial 
instrument is assessed in its entirety to determine whether it 
should be measured at amortized cost or fair value.

The standard is effective for annual periods beginning on or 
after January 1, 2013. Earlier application is permitted.

Summary of significant accounting policies
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Notes to Consolidated Financial Statements

4. Segment information
Segment information is presented in respect of the bank’s 
operating segments, for which the bank assess performance 
and accordingly makes resource allocations.

The bank has seven reportable segments (described below), 
which are the group’s strategic areas of operation. The 
strategic areas offer banking and banking-related products, 
and are managed separately to take account of local economic 
environments, which require different risk-management and 
pricing strategies. For each of the strategic areas, the CFO 
reviews internal management reports on at least a monthly 
basis. The following summary describes the operation of each 
of the bank’s reportable segments:
• �Western Europe retail: includes retail loans, such as consumer 

loans and funds entrusted by retail customers in Western 
Europe, including Germany, the Netherlands and Belgium.

• �Western Europe wholesale: includes loans to corporate 
banking and trade finance customers served through our 
offices in the Netherlands, Germany, Belgium, Malta and 
Switzerland. 

• �Russia retail: includes retail loans, including consumer loans 
and funds entrusted from retail customers in Russia.

• �Russia wholesale: includes loans to non-retail customers and 
those above the SME loan limits in Russia.

• �Romania retail: includes retail loans, including consumer loans 
and funds entrusted from retail customers in Romania.

• �Romania wholesale: includes loans to non-retail customers 
and those above the SME loan limits in Romania.

• �Other: includes Bank’s operations in Turkey, Dubai and 
Ukraine.

Measurement of segment assets and liabilities, and segment 
income and results is based on the bank’s accounting policies. 
Inter-segment pricing is determined on an arm’s-length basis. 
Segment results, assets and liabilities include items directly 
attributable to a segment as well as those that can be allocated 
on a reasonable basis. There have been no changes to the basis 
of segmentation or the measurement basis for the segment 
profit and loss since January 1, 2010.
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				    2010

	 Western,	 Western											     

	 Europe	 Europe	 Russia	 Russia	 Romania	 Romania

	 retail	 wholesale	 retail	 wholesale	 retail	 wholesale	 Other	 Total

Interest income - 

external	  29,712 	  394,338 	 140,645 	 85,044 	  58,959 	 56,494 	  51,758 	 816,950

Interest income - 

other segments	  - 	  105,105 	  - 	 3,575 	  - 	 (69) 	 300 	 108,911

Interest revenue	  29,712 	  499,443 	  140,645 	 88,619 	  58,959 	 56,425 	  52,058 	 925,861

Interest expenses - 

external	  (26,943)	  (371,647)	  (34,711)	 (25,081)	  (12,005)	 (17,042)	  (6,979)	 (494,408)

Interest expense - 

other segments	  - 	  (60,239 )	  - 	 (15,056)	  - 	 (19,732) 	  (13,884)	 (108,911)

Interest expense	  (26,943)	  (431,886)	  (34,711)	 (40,137)	  (12,005)	 (36,774)	  (20,863)	 (603,319)

Net commission income - 

external	  11,021 	  21,318 	  13,846 	 8,451 	  10,154 	 1,558 	  3,579 	 69,927

Net commission income - 

other segments	  (5,338)	 159 	  - 	 - 	  1,199 	 4,185	 (205)	 - 

Trading and other income	  - 	  36,291 	  3,064 	 11,358 	  2,655 	  7,346	  14,082 	 74,796

Credit-loss charges	  (14,837)	  (26,053)	  (4,696)	 (4,763)	  (17,376)	 (15,593)	  (10,015)	 (93,333)

Depreciation and 

amortization expense	  (1,263)	  (2,879)	  (3,854)	  (856)	  (2,162)	 (1,371)	  (1,731)	 (14,116)

Other operating expenses	  (9,285)	  (48,004)	  (76,220)	 (20,882)	  (30,048)	 (26,186)	  (22,548)	 (233,173)

Equity accounted earnings	  - 	  - 	  - 	 - 	  - 	  - 	 504 	 504

Operating profit before tax	  (16,933)	 48,389 	  38,074 	 41,790 	  11,376 	 (10,410)	  14,861 	 127,147

Income tax expense	  2,473 	  (8,854)	  (7,277)	 (7,986)	  (6,632)	 5,640	  (2,285)	 (24,921)

Profit for the year	  (14,460)	 39,535 	  30,797 	 33,804 	  4,744 	 (4,770)	  12,576 	 102,226
								      

Other information 

as at December 31, 2010								      

Total assets	  607,132 	  5,294,658 	  919,680 	  1,033,575 	  489,514 	 665,735	  992,817 	 10,003,111

Total liabilities	 4,827,505	 2,212,864	  677,874 	 585,724 	  321,870 	 230,301	  414,114 	 9,270,252

Equity accounted investments	 - 	 -	  - 	 - 	 - 	 - 	 705 	 705

Notes to Consolidated Financial Statements
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				    2009

	 Western,	 Western											     

	 Europe	 Europe	 Russia	 Russia	 Romania	 Romania

	 retail	 wholesale	 retail	 wholesale	 retail	 wholesale	 Other	 Total

Interest income -  

external	 34,059	 646,691	 140,965	 65,760 	  70,517 	 99,038	  46,419 	 1,103,449

Interest income -  

other segments	 - 	 179,763	  - 	 12,491 	  - 	 9,081	 635 	 201,970

Interest revenue	 34,059 	  826,454 	 140,965	 78,251 	  70,517 	 108,119	  47,054 	 1,305,419

Interest expenses -  

external	 (23,811)	 (642,480)	 (28,311)	  (14,954)	  (16,631)	 (33,684)	  (2,190)	 (762,061)

Interest expense -  

other segments	 - 	 (100,272)	 - 	  (34,823)	  (6,641)	 (43,776)	  (16,458)	 (201,970)

Interest expense	 (23,811)	 (742,752)	 (28,311)	  (49,777)	  (23,272)	 (77,460)	  (18,648)	 (964,031)

Net commission income -  

external	 834 	  32,845 	 13,748	 3,982 	  5,041 	 4,995	  2,947 	 64,392

Net commission income -  

other segments	 (2,501)	 (9,337)	 -	 - 	 902 	  1,618	 (150)	 (9,468)

Trading and other income	 - 	  34,766 	 4,927	 24,943 	  4,195 	 8,059	  2,210 	 79,100

Credit-loss charges	 (10,369)	 (38,721)	  (57,741)	  (11,603)	  (15,536)	 (18,567)	  (7,264)	 (159,801)

Depreciation and  

amortization expense	  (442)	 (2,766)	  (4,153)	  (1,269)	  (3,204)	 (2,006)	  (1,712)	 (15,552)

Other operating expenses	 (5,325)	 (65,148)	  (58,635)	  (12,602)	  (36,768)	 (28,844)	  (15,100)	 (222,422)

Operating profit before tax	 (7,555)	  35,341 	 10,800	 31,925 	  1,875 	 (4,086)	  9,337 	 77,637

Income tax expense	  (878)	 (15,763)	  (121)	  (8,626)	 (10)	  (209) 	  (1,499)	 (27,106)

Profit for the year	 (8,433)	  19,578 	 10,679	 23,299 	  1,865 	 (4,295)	  7,838 	 50,531
								      

Other information  

as at December 31, 2009								      

Total assets	 867,396	 5,879,156	 573,705	 777,324 	  458,442 	 1,039,338	  360,250 	 9,955,611

Total liabilities	 5,611,350	 2,004,659	 378,364	 603,354 	  317,169 	 374,011	  28,618 	 9,317,525

Equity accounted investments	 -	 -	 -	 -	 -	 -	 125 	 125
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5. Cash and balances at central banks

This item includes cash on hand and deposits with central banks in countries in which the bank has a presence.

	 2010	 2009

Balances at central bank	 1,182,271	 1,558,207

Cash on hand 	 52,654	 38,215

Total	 1,234,925	 1,596,422

Deposits at central banks include reserve deposits amounting to EUR 131,401 (2009: EUR 211,201), which represents the manda-
tory deposit and is not available in the bank’s day-to-day operations. 

6. Financial assets at fair value through profit or loss

As of December 31, 2010 and 2009, financial assets at fair value through profit or loss comprised the following:

Financial assets held for trading 	 2010	 2009

Bank bonds	    79,920 	 298,470

Government bonds and T-Bills	    54,230 	 690,619

Corporate bonds	      8,401 	 6,113

Equity instruments - listed	         790 	 528

Total(*)	 143,341	 995,730

(*) EUR 97,624 (2009: EUR 925,901) of the total is listed securities and EUR 45,717 (2009: EUR 69,829) is non-listed securities. 

The financial assets that the bank has pledged as collateral for liabilities or contingent liabilities amount to EUR 5,693 (2009: EUR 
749,048).

These transactions are conducted under terms that are normal and customary to standard lending, and securities borrowing and 
lending activities, as well as requirements determined by exchanges where the bank acts as an intermediary. 

Gains and losses on changes in fair value of trading instruments are recognized in ‘net trading income’. 

Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

7. Financial investments

	 2010	 2009

Available-for-sale financial investments	 1,276,257	 651,688

Held-to-maturity financial investments	 138,110	 466,152

Total	 1,414,367	 1,117,840

Available-for-sale portfolio	 2010	 2009

Government bonds and T-Bills	 582,579 	 428,017

Bank bonds	 443,820 	 133,590

Loans	 127,583 	 36,942

Corporate bonds	 121,947 	 53,131

Equities - unlisted bonds	 320 	 -

Equities - listed bonds	 8 	 8

Total (*)	 1,276,257 	 651,688

(*) EUR 1,242,726 (2009: EUR 468,266) of the total is listed securities and EUR 33,531 (2009: EUR 183,422) is non-listed financial investments. 

Held-to-maturity portfolio	 2010	 2009

Bank bonds	   72,020 	 270,362

Government bonds and T-Bills	   44,600 	 114,152

Corporate bonds	   21,490 	 81,638

Total	  138,110	 466,152

As of December 31, 2010, EUR 593,952 of the financial investments that have been pledged or resold (2009: EUR 240,050). 
These transactions are conducted under terms that are normal and customary to standard lending, and securities borrowing and 
lending activities, as well as requirements determined by exchanges where the bank acts as an intermediary. 

The movement in investment securities may be summarized for 2010 and 2009 as follows:

		  2010		  2009

	 Available -	 Held-to -	 Available -	 Held-to 
	 for-sale	 maturity	 for-sale	 maturity

At January 1	      651,688 	 466,152	 103,881	 282,839

Additions	   1,431,942 	           1,212 	 890,506	 364,713

Disposals (sale and redemption)	  (821,105)	     (329,057)	 (348,785)	  (174,064)

Exchange differences and monetary gain and loss on monetary assets	        12,599 	           2,472 	 (1,079)	 (2,328)

Impairment losses	 -   	         (2,669)	 (653)	 (5,008)

Gains/(losses) from changes in fair value	 1,133 	 - 	 7,818	 -

At December 31	  1,276,257 	  138,110 	 651,688	 466,152	
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Notes to Consolidated Financial Statements

8. Loans and receivables - banks

	 2010	 2009

Placements with other banks	 679,055 	 500,875

Loans and advances 	 100,425 	 109,733

Other 	 7,726 	 20,472

Subtotal 	  787,206 	 631,080
Allowances for impairment	 (1,406)	 (15,566)

Total	 785,800	 615,514

There is no receivable with regard to securities that have been acquired in reverse repo transactions in ‘Placement with other banks’ 
(2009: EUR 128,321).

Margin accounts that are not available in the bank’s day-to-day operations amount to EUR 176,117 (2009: EUR 110,962). 

For details on significant concentration, see risk management section, note 37.
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Notes to Consolidated Financial Statements

9. Loans and receivables - customers

	 2010	 2009

Commercial	 3,706,528 	 3,355,134 

Consumer	 1,819,717 	 1,644,029 

Credit cards	    233,168 	    183,834 

Finance lease receivables, net	    105,496 	    173,000 

Public sector	      83,986 	     -   

Private customers	      69,310 	      52,459 

Subtotal 	 6,018,205 	 5,408,456 
		

Allowances for impairment (-)	   (164,673)	   (189,769)

Total (*)	 5,853,532 	 5,218,687 

(*) None of these loans are subordinated.

No individual loan or receivable has terms and conditions that materially affect the amount, timing or certainty of the consolidated 
cash flow of the bank. For details on significant concentration, see the risk management section, note 37.

Loans to customers do not include any amount related to the receivables with regard to securities that have been acquired in 
reverse repo transactions (2009: None).

Details of finance lease receivables are summarized below:

	 2010	 2009

Not later than 1 year	 50,959 	 29,914

Later than 1 year and not later than 5 years	 64,521 	 132,429

Later than 5 years	   6,610 	 35,544

Gross lease receivables	  122,090 	 197,887

Not later than 1 year	 (7,824)	 (610)

Later than 1 year and not later than 5 years	 (8,352)	 (14,481)

Later than 5 years	 (418)	 (9,796)

Unearned interest income	  (16,594)	 (24,887)

Finance lease receivables, net	 105,496	 173,000
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Notes to Consolidated Financial Statements

10. Loan impairment charges and allowances

	 2010	 2009

Balance at January 1	     205,335 	     164,763 

New impairment allowances	     192,140 	     188,727 

Reversal of impairment allowances no longer required	     (66,177)	     (31,603)

Currency translation differences	         8,918 	       (4,576)

Amounts written off	   (179,042)	   (111,976)

Effect of the acquisition of a subsidiary	         4,905 	               -   

Balance at December 31	   166,079 	   205,335 
		

Consumer loans	       58,527 	       78,810 

Commercial loans	       75,906 	       84,024 

Credit cards	       14,696 	       17,883 

Loans to banks	         1,406 	       15,566 

Private customers	         1,833 	            176 

Finance lease receivables	       13,711 	         8,876 

Total	   166,079 	   205,335 

		

Credit loss charges in profit and loss statements	 2010	 2009

New impairment allowances	     192,140 	 188,727 

Reversal of impairment allowances no longer required	     (66,177)	 (31,603)

Recoveries of amounts previously written off 	     (35,299)	 (2,984)

Credit loss charges (*)	     90,664 	 154,140 

(*) �As of 31 December 2010 none (2009: EUR 653) of the credit loss charges in profit and loss statement is related to the financial investments in 

available-for-sale and EUR 2,669 (2009: EUR 5,008) of the credit loss charges in profit and loss statement is related to the financial investments held-

to-maturity.

Individually assessed allowances for impairment	 2010	 2009

Balance at January 1	          73,406 	        59,723 

New impairment allowances	        116,509 	        69,712 

Reversal of impairment allowances no longer required	        (35,191)	      (23,439)

Currency translation differences	            4,182 	        (2,261)

Amounts written off	      (101,037)	      (30,329)

Effect of the acquisition of a subsidiary	         3,414 	               -   

Balance at December 31	 61,283	 73,406

Collectively assessed allowances for impairment	 2010	 2009

Balance at January 1	        131,929 	      105,040 

New impairment allowances	          75,631 	      119,015 

Reversal of impairment allowances no longer required	        (30,986)	        (8,164)

Currency translation differences	            4,736 	        (2,315)

Amounts written off	        (78,005)	      (81,647)

Effect of the acquisition of a subsidiary	 1,491	                -   

Balance at December 31	 104,796	 131,929
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Notes to Consolidated Financial Statements

11. Derivative financial instruments

In the ordinary course of business, the bank enters into various types of transactions that involve derivative financial instruments. A 
derivative financial instrument is a financial contract between two parties where payments depend on movements in price in one or 
more underlying financial instruments, reference rates or indices. Derivative financial instruments include forwards, swaps, futures, 
credit default swaps and options.

The table below shows the fair values of derivative financial instruments, recorded as assets and liabilities, together with their no-
tional amounts. The notional amount, recorded gross, is the amount of a derivative’s underlying asset, reference rate or index, and 
is the basis on which changes in the value of derivatives are measured. The notional amounts indicate the volume of transactions 
outstanding at the year-end and are indicative of neither the market nor the credit risk.

Trading portfolio derivative financial instruments		  2010			   2009

	 Notional	 Fair values	 Fair values	 Notional	 Fair values	 Fair values
	 amounts	 – assets	 – liabilities	 amounts	 – assets	 – liabilities

Derivatives held for trading: 

Interest rate derivatives						    

Swaps	 455,818	 422	      344 	 1,267,739	 384	 -

Futures	 -	 -	              -   	 (556,800)	 2,775	 -

Subtotal	 455,818	 422	 344	 710,939	 3,159	
						    

Currency derivatives 						    

Swaps	 7,617,775 	 64,074 	     128,542 	   8,153,321 	  161,032 	 147,524 

Forwards	 288,850 	 2,648 	         2,986 	   744,804 	  523 	 588 

Options (purchased)	 7,602,600 	 91,019 	             -   	  3,002,151 	 25,020 	   -

Options (sold)	 (7,913,270)	              -   	     90,450 	 (3,084,420)	   -	 24,526 

Subtotal	 7,595,955 	 157,741 	   221,978 	 8,815,856 	 186,575 	 172,638 
						    

Credit Risk Derivatives						   

Credit default swaps (purchased)	 186,815	 3,055 	 4 	  224,471 	  - 	 2,613 

Credit default swaps (sold)	 (41,162)	  383 	        290 	  (90,240)	 144 	  - 

Subtotal	     145,653 	 3,438 	 294 	 134,231 	 144 	 2,613 
						    

Other derivatives						    

Equity options (purchased)	 614,571 	 18,254 	             -   	  479,509 	 12,336 	   -

Equity options (sold)	  (614,571)	            -   	      18,254 	  (479,509)	   -	 12,336 

Subtotal	                -   	   18,254 	    18,254 	   -	  12,336 	  12,336 

Total derivatives	 8,197,426 	 179,855 	 240,870 	 9,661,026 	 202,214 	 187,587

Derivative financial instruments held or issued for trading purposes: Most of the bank’s derivative trading activities relate to asset 
and liability management of the bank and deals with customers who are normally laid off with counterparties. The bank may also 
take positions with the expectation of profiting from favorable movements in prices, rates on indices. 

Forwards and futures: Forwards and futures contracts are contractual agreements to buy or sell a specified financial instrument 
at a specific price and date in the future. Forwards are customized contracts transacted in the over-the-counter market. Future 
contracts are transacted in standardized amounts on regulated exchanges and are subject to daily cash-margin requirements.

Swaps: Swaps are contractual agreements between two parties to exchange movements in interest or foreign-currency rates or 
equity indices based on specified notional amounts.
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Notes to Consolidated Financial Statements

Credit-default swap: A credit-default swap (CDS) is a swap designed to transfer the credit risk of fixed-income products from one 
party to the other. It is an agreement between a protection buyer and a protection seller whereby the buyer pays a periodic fee in 
return for a contingent payment by the seller upon a credit event (such as a certain default) happening in the reference entity.

Options: Options are contractual agreements that convey the right, but not the obligation for the purchaser, either to buy or sell a 
specific amount of a financial instrument at a fixed price, either at a fixed future date or at any time within a specified period.

Derivatives held for risk management 

Fair value hedges
The bank uses forwards and swaps to hedge the interest rate risk.

The fair value of derivatives designated as fair value hedges are as follows:

Instrument type:	 		  2010			   2009

	 Notional	 Fair values	 Fair values	 Notional	 Fair values	 Fair values
	 amounts	 – assets	 – liabilities	 amounts	 – assets	 – liabilities

Foreign-exchange forwards and swaps	 113,306 	 505 	 1,257 	 -	 -   	 -   

Interest rate forwards and swaps	 671,126 	 502 	 20,988 	 -	 -   	 -   

Foreign-exchange options	 19,761 	 -	 92 	 -	 -                  	 -   

Subtotal	 804,193 	 1,007	 22,337	 -	 -	 -

During 2010, EUR 738 loss relating to the ineffective portion of net investment hedges was recognized in profit and loss (2009: 
None).

Net investment hedges
The bank uses forwards and swaps to hedge the foreign-currency-translation risk on its net investment in foreign subsidiaries.

The fair value of derivatives designated as net investment hedges are as follows:

Instrument type:	 		  2010			   2009

	 Notional	 Fair values	 Fair values	 Notional	 Fair values	 Fair values
	 amounts	 – assets	 – liabilities	 amounts	 – assets	 – liabilities

Currency swaps	 1,195,500 	 29,346 	 49,605 	 630,553	 52	 11,038   

Subtotal	 1,195,500 	 29,346	 49,605	 630,553	 52	 11,038

During 2010 and 2009, no losses relating to the ineffective portion of net investment hedges were recognized in profit and loss.

Derivatives for	              	 2010		      	               2009

	 Assets	 Liabilities		  Assets	 Liabilities

				  

  held for trading	 179,855	 240,870		  202,214	 187,587

  fair value hedges	 1,007	 22,337		  -	 -

  net investment hedges	 29,346	 49,605		  52	 11,038

 	 210,208	 312,812		  202,266	 198,625
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12. Equity-accounted investments

 For 2010 and 2009, the movements of participating interests of the bank companies are as follows:

	 Balance at  	 Result	 Balance at
	 January 1, 2010	 for the year	 December 31, 2010

Stichting Credit Europe Custodian Services	 125	 -	 125

Ikano Finance Holding B.V.	 -	 580	 580

Total	 125	 580	 705

	 Balance at  	 Result	 Balance at
	 January 1, 2009	 for the year	 December 31, 2009

Stichting Credit Europe Custodian Services	 125	 -	 125

Total	 125	 -	 125
 
Stichting Credit Europe Custodian Services is an entity that holds securities with custodian companies on behalf of clients of the 
bank. The bank owns a participation of 100%. From a legal point of view, ‘control’ of a Stichting is exercised by its sole organ, being 
the board of directors. Control is not in the hand of shareholders because there are no shares or similar instruments. 

Ikano Finance Holding B.V is a holding company which through its wholly owned Russian-based subsidiary cooperates with Credit 
Europe Bank (Russia) Ltd in providing financial services and co-branded cards to the retail customers of IKEA and MEGA in Russia.
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Notes to Consolidated Financial Statements

13. Property and equipment

The book value of property and equipment in 2010 and 2009 changed as follows:

		  Furniture		  Leasehold	
	 Buildings	 and fixtures	 Vehicles	 improvements	 Total

Balance at January 1, 2010	          49,257 	             28,534	            681 	        4,030 	          82,502 

Business combinations	                  -   	                   930 	              61 	        2,516 	            3,507 

Additions	            6,555 	              5,595 	            559 	        1,445 	          14,154 

Disposals	              (591)	                 (991)	           (146)	           (15)	          (1,743)

Depreciation	           (1,791)	              (5,369)	           (405)	      (2,233)	          (9,798)

Currency translation differences	           (1,445)	                3,836 	            161 	      (1,788)	               764 

Impairment	                (59)	                      -   	               -   	  - 	               (59)

Balance at December 31, 2010	         51,926 	            32,535 	           911 	      3,955 	        89,327 
					   

Cost	          73,316 	              78,652 	         4,344 	      13,594 	        169,906

Cumulative depreciation and impairment	         (21,390)	            (46,117)	        (3,433)	      (9,639)	        (80,579)

Balance at December 31, 2010	         51,926 	            32,535	           911 	      3,955 	        89,327 

		  Furniture		  Leasehold	
	 Buildings	 and fixtures	 Vehicles	 improvements	 Total

Balance at January 1, 2009	 47,469	 37,334	 1,008	 5,900	 91,711

Additions	 4,959	 4,297	 542	 469	 10,267

Disposals	 (1,426)	 (2,642)	 (310)	 (1,177)	 (5,555)

Depreciation	 (2,148)	 (8,199)	 (463)	 (1,900)	 (12,710)

Currency translation differences	 (1,046)	 (2,256)	 (96)	 738	 (2,660)

Revaluation	 1,449	 -	 -	 -	 1,449

Balance at December 31, 2009	 49,257	 28,534	 681	 4,030	 82,502
					   

Cost	 68,797	 69,282	 3,709	 11,436	 153,224

Cumulative depreciation and impairment	 (19,540)	 (40,748)	 (3,028)	 (7,406)	 (70,722)

Balance at December 31, 2009	 49,257	 28,534	 681	 4,030	 82,502

During 2010, the bank identified no significant events or circumstances that would indicate that the bank’s property and equipment 
may be impaired (2009: None). The bank does not have any restrictions on title, and property, plant and equipment pledged as 
security for liabilities (2009: None). During 2010, expenditures recognized in the carrying amount of an item of property, plant and 
equipment in the course of construction was EUR 98 (2009: EUR 545). 

The bank does not have any contractual commitments for the acquisition of property, plant and equipment.
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14. Intangible assets

The book value of intangibles is as follows:

		  Patents	 Other	
	 Goodwill	 and licenses	 intangibles	 Total

Balance at January 1, 2010	     11,719 	       8,325 	       2,325 	     22,369 

Business combinations	                -    	                   -    	       1,011 	       1,011 

Other additions	       3,047 	       5,443 	       2,255 	     10,745

Disposals	  - 	                   -    	            (2)	            (2)

Amortization	  -    	     (3,117)	     (1,201)	     (4,318)

Currency translation differences	  -    	        23	 146	     169

Balance at December 31, 2010	   14,766 	   10,674	 4,534 	   29,974 
				  

Cost	       14,766 	           22,997 	       7,445 	     45,208 

Cumulative amortization	               -   	         (12,323)	     (2,911)	   (15,234)

Balance at December 31, 2010	     14,766(*) 	         10,674	      4,534 	   29,974 
				  

		  Patents	 Other	
	 Goodwill	 and licenses	 intangibles	 Total

Balance at January 1, 2009	 7,481	 6,169	 2,046	 15,696

Other additions	 4,238	 7,197	 1,008	 12,443

Disposals	 -	 (2,727)	 -	 (2,727)

Amortization	 -	 (2,200)	 (642)	 (2,842)

Currency translation differences	 -	 (114)	 (87)	 (201)

Balance at December 31, 2009	 11,719	 8,325	 2,325	 22,369
				  

Cost	 11,719	 17,531	 4,035	 33,285

Cumulative amortization	 -	 (9,206)	 (1,710)	 (10,916)

Balance at December 31, 2009	 11,719(*)	 8,325	 2,325	 22,369

(*) Based on the yearly assessment, no impairment is identified on goodwill.

The bank does not have any intangible assets whose title is restricted (2009: None).

There are no intangible assets pledged as security for liabilities (2009: None). During 2010 and 2009, there were no contractual 
commitments for the acquisition of intangible assets.
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Notes to Consolidated Financial Statements

15. Other assets

	 2010	 2009

Assets held for sale(*)	  89,784 	 37,142

Receivables from DNB	 34,095	 -

Various receivables	       22,417	 8,821

Prepayments and advance payments to suppliers	  14,229 	 15,448

Amounts held as guarantee	    2,699 	 1,395

ATM settlements	    2,532 	 2,466

Tax related receivables	    2,169 	 2,416

Deferred merchant fees paid	  911 	 510

Stationary and office supplies	  852 	 995

POS, debit card and credit card related receivables	  616 	 1,089

Other assets	    8,540 	 6,834

Total	   178,844 	 77,116

(*) ‘Assets held for sale’ represents repossessed collateral (ie ships and (residential) real estate) when clients were not able to meet their payment obligations.

16. Due to banks

This item comprises amounts due to banking institutions.

	 2010	 2009

Time deposits	        906,109 	 938,752

Syndication loan	        122,998 	 210,982

Current accounts	          67,092 	 142,685

Other	          18,088 	 24,766

Total	 1,114,287 	 1,317,185

17. Due to customers

This item comprises amounts due to non-banking customers.

	 2010	 2009

Consumer deposits	     3,629,569 	 3,824,611

Saving accounts	     1,918,925 	 2,388,880

Corporate deposits	     1,190,087 	 727,627

Current accounts	        446,572 	 282,242

Total	 7,185,153	 7,223,360

As of December 31, 2010, the bank maintained customer deposit balances of EUR 311,854 (2009: EUR 152,913), which were 
blocked by the bank as collateral for loans and off-balance sheet credit instruments granted by the bank.

As of December 31, 2010, EUR 1,718,734 (2009: EUR 2,270,206) of deposits from customers are expected to be settled more than 
12 months after the balance sheet date. 
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18. Issued debt securities

Issued debt securities and other borrowed funds, as of December 31, 2010:			 

Principal	 Original	 Interest	 Opening	 Maturity	 Effective	
amount	 currency	 rate	 date	 date	 interest rate	 Amount

224,517a	  USD 	 7.75%	 May 20, 2010	 May 20, 2013	 7.61%	 199,691    

112,259b	  USD 	 9.00%	 October 21, 2009	 October 25, 2012	 9.16%	 97,768    

97,991c	  RUB 	 11.50%	 June 24, 2008	 June 28, 2011	 10.37%	 3,820    

						      301,279

Issued debt securities and other borrowed funds, as of December 31, 2009:	 		

Principal	 Original	 Interest	 Opening	 Maturity	 Effective	
amount	 currency	 rate	 date	 date	 interest rate	 Amount

104,123b	 USD	 9.00%	 October 21, 2009	 October 25, 2012	 9.15%	 107,477

81,105d	 RUB	 10.00%	 February 7, 2007	 February 3, 2010	 10.05%	 84,212

173,539e	 USD	 7.50%	 April 13, 2007	 April 13, 2010	 7.58%	 20,579

92,691c	 RUB	 9.00%	 June 24, 2008	 June 28, 2011	 9.23%	 2,070

						      214,338

a) Amounting to USD 300 million participation notes listed on the London Stock Exchange.

b) Amounting to USD 150 million participation notes listed on the London Stock Exchange. 

c) Amounting to RUB 4,000 million participation notes listed on the Micex (Moscow Interbank Currency Stock Exchange).

d) Amounting to RUB 3,500 million participation notes listed on the Micex (Moscow Interbank Currency Stock Exchange).

e) Amounting to (2009: USD 230 million) participation notes listed on the London Stock Exchange. 

The bank did not have any defaults on principal, interest or other breaches with respect to its debt securities during 2010 and 
2009.

19. Other liabilities

	 2010	 2009

Payables	 23,589 	 35,915 

Accrued expenses	 9,853 	 23,223 

Deferred payment liability under letters of credit(*)	 9,815 	 38,604 

Commission payable	 2,846 	 197 

Unearned premium reserve	 1,369 	 -

Other liabilities	 20,069	 11,187

Total	 67,541	 109,126 

(*) This liability relates to deferred payments in relation to contractual agreements as set in letters of credit provided to or received from customers. 
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Notes to Consolidated Financial Statements

20. Subordinated liabilities

Issued liabilities qualify as subordinated debt if claims by the holders are subordinated to all other current and future liabilities of, 
respectively, the bank and other Group companies. These liabilities qualify as capital, taking into account remaining maturities, for 
the purpose of determining the consolidated capital adequacy ratio for the Dutch Central Bank (De Nederlandsche Bank - DNB).

The following table analyses the subordinated liabilities:

					      2010	 2009

Principal	 Original		  Opening	 Maturity		
amount (millions)	 currency		  date	 date	 Amount	 Amount

125.8(1, 2)	 USD		  April 26, 2007	 Perpetual	 94,169 	 87,714 

60(3)	 EUR		  September 1, 2005	 September 1, 2015	 60,023 	  60,018 

21	 USD		 September 28, 2007	 September 28, 2017	 15,721 	  14,582 

20(4)	 USD		  October 30, 2008	 October 30, 2018	 15,106 	  14,011 

33.7(5)	 USD		 September 30, 2008	 September 30, 2018	 25,583 	  23,429 

33.7(5)	 USD		  October 2, 2008	 October 2, 2018	 25,576 	  23,736 

Total	  			    	 236,178 	  223,490 

1 �The loan was converted from EUR 100 million to USD 125.8 million as of November 12, 2008 and it was early paid in June 30, 2010 and the bank issued a 

perpetual Tier-1 capital with the same value date.
2 The interest rate is US treasury benchmark rate plus a margin of 9.71% payable semi-annually in arrears on 30 June and 30 December of each year.
3 �The subordinated bond is listed on the Luxembourg stock exchange. Interest will be payable quarterly in arrears. The interest rate is Euribor plus 3.00% 

per annum until September 2010 and Euribor plus 3.50% per annum thereafter. 
4 �Interest rate is Libor plus 5% per annum until October 2013 and Libor plus 5.5% per annum thereafter.
5 �Interest rate is Libor plus 5% per annum until October 2013 and Libor plus 5.5% per annum thereafter. The decision to convert the loans of EUR 25 million 

each to USD 33.7 million was agreed as of April 2, 2009.

The bank has not had any defaults on principal, interest or other breaches with respect to its subordinated liabilities during 2010 
and 2009.

21. Capital and reserves

As of December 31, 2010, the authorized share capital is EUR 1,000 million (2009: EUR 1,000 million) and consists of EUR 1,000 
million (2009: EUR 1,000 million) ordinary shares with a face value of EUR 1. The called-up and paid-in capital consists of 429.5 
million (2009: 399.5 million) ordinary shares with a face value of EUR 1.

Translation reserve
The translation reserve comprises all foreign-exchange differences arising from the translation of the financial statements of 
foreign operations.

Hedging reserve
The hedging reserve comprises the effective portion of the cumulative net change in the fair value of derivatives used to hedge 
the bank’s net investments in foreign operations and the effective portion of fair value changes of derivatives used for cash flow 
hedges.

Fair value reserves
The fair value reserve includes the cumulative net change in the fair value of available-for-sale investments, excluding impairment 
losses, until the investment is derecognized or impaired.
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22. Net interest income

	 2010	 2009

Interest income from:

Loans and receivables - customers	 548,089 	 633,295 

Derivative financial instruments	 149,119 	 307,443 

Financial investments	 76,370 	 60,345 

Interest on financial lease	 14,276 	 23,925 

Financial assets held for trading	 12,533 	 33,781 

Loans and receivables - banks	 12,409 	 36,793 

Cash and balances at central banks	 4,154 	 7,867 

Subtotal	 816,950 	 1,103,449 

Interest expense from:

Due to customers	 244,476 	 374,626 

Derivative financial instruments	 174,755 	 316,970 

Due to banks	 31,243 	 50,741 

Issued debt securities	 30,401 	 9,167 

Subordinated liabilities	 13,533 	 10,557 

Subtotal	 494,408 	 762,061 

Total	 322,542 	 341,388 
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Notes to Consolidated Financial Statements

23. Net fee and commission income

	 2010	 2009

Fee and commission income		

Credit cards	 19,963 	 10,452 

Cash loans	 12,982 	 13,616 

Payment and transaction services fees	 10,220 	 9,973 

Insurance-related commissions	 8,568 	 5,044 

Letters of credit	 7,280 	 6,394 

Letters of guarantee	 4,207 	 4,650 

Early-redemption fees	 3,773 	 1,855 

Foreign-exchange transactions	 3,638 	 4,156 

Commission on account maintenance 	 3,102 	 7,785 

Cash-withdrawal fees	 2,933 	 2,930 

Commissions for fiduciary transactions	 2,482 	 2,493 

Commission for fund transfer	 2,089 	 1,335 

Portfolio and other management fees	 1,284 	 670 

Fees from retailers	 869 	 288 

Other fees and commissions	 6,483 	 6,983 

Subtotal	 89,873 	 78,624

Fee and commission expense		

Credit-card fees	 6,547 	 4,255 

Commission paid to intermediaries/retailers	 4,048 	 8,561 

Payment and transaction-service expense	 2,780 	 3,345 

Insurance related fees	 2,571 	 3,146 

Collection-operation fees	 2,142 	 2,152 

Account maintenance fees	 627 	 338 

Documentary service fees	 123 	 310 

Other fees and commission expenses	 1,108 	 1,593 

Subtotal	 19,946 	 23,700 

Total	 69,927 	 54,924

24. Net trading income / (expense)

	 2010	 2009

Securities	 22,995 	 60,688

Foreign exchange	 10,145 	 2,306

Trading loans	 2,168 	 10,665

Derivatives	 (22,838 )	 (3,942)

Total	 12,470 	 69,717

	 2010	 2009

Financial assets (or liabilities) at fair value through profit or loss	 16,204 	 -

Held for trading	 (3,734)	 69,717

Total	 12,470 	 69,717
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25. Results from financial transactions

	 2010	 2009

Net gain from the disposal of HTM	 26,000 	 (2,700)

Net gain from the disposal of available-for-sale investments	 21,431 	 8,295

Total	 47,431 	 5,595

Included within this line are the amounts transferred from equity to the profit and loss statement on the derecognizing of available-
for-sale investments.

26. Other operating income

	 2010	 2009

Income from marine finance activities	 7,940 	 -

Income related to previous year	 2,461	 1,091

Dividend received	 122	 118

Fixed-asset valuation	 120 	 1,965

Other income	 4,252 	 614

Total	 14,895	 3,788

27. Personnel expenses

	 2010	 2009

Wages and salaries 	 103,992 	 97,742

Social security and federal budget payments	 11,705 	 13,969

Retirement benefit costs	 6,456 	 4,128

Other employee costs	 6,244 	 10,503

Total	 128,397 	 126,342
		

Average number of employees		

Banking activities - Netherlands	 257 	 312

Banking activities - foreign countries	 5,263 	 5,086

The retirement-benefit costs relate to EUR 6,456 (2009: EUR 4,128) for a defined-benefit plan. The bank has no defined-
contribution program. The assets of the schemes are held separately from those of the bank in funds under the control of insurance 
companies.
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28. General and administrative expenses

	 2010	 2009

Rent and maintenance expenses	 41,159 	 38,070 

Communication and information expenses	 7,782 	 11,305 

Taxes other than income	 7,246 	 7,789 

Professional fees and consultancy expenses	 6,653 	 7,316 

Stationary, office supplies and printing expense	 5,283 	 4,192 

Travel and transport expenses	 3,420 	 3,044 

Information technology expenses	 2,654 	 3,190 

Advertising and marketing expenses	 2,415 	 3,113 

Security expenses	 2,373 	 2,788 

Insurance premium	 1,080 	 1,175 

Other expenses	 7,255 	 8,551 

Total	 87,320 	 90,533
		

29. Other operating expenses

	 2010	 2009

Expenses paid to retail partners	 6,786 	 -

Expenses related with previous financial exercises	 865 	 857 

Unamortized part of fixed assets taken out of use	 707 	 1,464 

Collection expenses	 600 	 213 

Loss from debtors/ litigation	 2,516 	 681 

Other	 3,748	 393 

Total	 15,222	 3,608

30. Other impairment loss

	 2010	 2009

Assets held for sale	 1,138 	 1,215 

Property, plant and equipment	 59 	 131 

Other	 1,037 	 593 

Total	 2,234 	 1,939

31. Taxation 

The Netherlands
Corporate income tax is levied at the rate of 25.5% (2009: 25.5%) on the worldwide income of resident companies, which is 
determined by modifying accounting income for certain exclusions and allowances for tax purposes for the year 2010. A unilateral 
decree for the avoidance of double taxation provides relief for resident companies from Dutch tax on income, such as foreign business 
profits derived through a permanent establishment abroad, if no tax treaty applies. There is an additional dividend tax of 5% computed 
only on the amounts of dividend distribution at the time of such payments. Under the Dutch taxation system, tax losses can be carried 
forward to be offset against future taxable income for nine years. Tax losses can be carried back to offset profits for up to one year. 
Companies must file their tax returns within six months following the close of the tax year to which they relate, unless the company 
applies for an extension (normally an additional nine months). Tax returns are open for five years from the date of final assessment of 
the tax return during which time the tax authorities have the right to audit tax returns, and the related accounting records on which 
they are based, and may issue re-assessments based on their findings. Beginning from January 1, 2007, the bank formed a ‘fiscal unity’ 
with the Group. As a result of the fiscal unity, all profits and losses of the fiscal unity members are ‘consolidated’ for tax purposes. The 
main advantages of a fiscal unity are that tax losses of one company can be offset against profits of another company and assets can 
be transferred to another company without recognizing income at the moment of transfer.
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Russian Federation 
The taxation system in the Russian Federation is relatively new and is characterized by frequent changes in legislation, official 
pronouncements and court decisions. The applicable tax rate for current tax is 20% (2009: 20%) and deferred tax is 20% (2009: 
20%). Taxes are subject to review and investigation by a number of authorities, which have the authority to impose severe fines, 
penalties and interest charges. A tax year remains open for review by the tax authorities during the three subsequent calendar 
years; however, under certain circumstances, a tax year may remain open longer. Recent events within the Russian Federation 
suggest that the tax authorities are taking a more assertive position in their interpretation and enforcement of tax legislation.

These circumstances may create tax risks in the Russian Federation that are substantially more significant than in other countries. 
Management believes that it has provided adequately for tax liabilities based on its interpretations of applicable Russian tax 
legislation, official pronouncements and court decisions. However, the interpretations of the relevant authorities could differ 
and the effect on the financial position of the bank, if the authorities were successful in enforcing their interpretations, could be 
significant.

Romania 
The applicable tax rate for current and deferred tax is 16% (2009: 16%). The Romanian Government has a number of agencies that 
are authorized to conduct audits (controls) of Romanian companies, as well as foreign companies doing business in Romania. These 
controls are similar in nature to tax audits performed by tax authorities in many countries, but may extend not only to tax matters, 
but to other legal and regulatory matters in which the applicable agency may be interested. When management is aware of specific 
circumstances where there is the probability of fine, appropriate reserves are established for such contingencies. It is likely that 
the bank’s consolidated subsidiaries in Romania will continue to be subject to controls from time to time for violations and alleged 
violations of existing and new laws and regulations. Although, the bank’s consolidated subsidiaries in Romania can contest the 
allegations of violations and resulting penalties when management believe there is cause to do so, the adoption or implementation 
of laws or regulations in Romania could have a material effect on the bank’s consolidated subsidiaries in Romania. 

Switzerland 
Corporate tax in Switzerland is a combination of Canton and Federal tax. Cantonal tax is levied at the effective rate of 23.38% on 
the net profit of the related period and at the effective rate of 0.401% on the shareholders’ equity of the related period. Federal tax 
is levied at the rate of 8.50% on the net profit of the related period. Since the tax expenses are tax deductible, the effective net tax 
rate is around 24%.
In addition to the cantonal and federal taxes, another ‘professional’ tax is levied at various effective rates on the average of the last 
two years’ gross revenue figures, rent expenses and number of employees.
Under the Swiss taxation system, tax losses can be carried forward to be offset against future taxable income for seven years. 
Companies must file their tax returns within four months following the close of the tax year to which they relate, unless the 
company applies for an extension. Tax returns are open for five years from the date of final assessment of the tax return, during 
which time the tax authorities have the right to audit tax returns, and the related accounting records on which they are based, and 
may issue re-assessments based on their findings. 

Ukraine 
The applicable tax rate for corporate profit is 25% (2009: 25%). The tax amount defined by the bank could be re-assessed by the 
tax authorities during the three subsequent calendar years after the date of submitting the respective tax return; however, under 
certain circumstances this period could be longer. Therefore, the bank should keep its primary documents related to tax returns 
until the beginning of the tax audit, but for no less than three years.

Tax losses can be carried forward to be offset against future taxable income for the next taxable years after the year when this loss 
appeared. In case the tax losses are declared to the Tax Authority for the period of four consecutive tax years, Tax Authority gain 
the right to perform unscheduled audit.
Starting from 1 January 2011 new Tax Code of Ukraine was adopted that implies certain changes in tax accounting. In particular Tax 
code stipulates the decrease in corporate income tax rates from 25% to 23 % since 1 April 2011, 21% since 1 January 2012, 19% 
since 1 January 2013 and 16% since 1 January 2014.
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Notes to Consolidated Financial Statements

	 2010	 2009

Effective tax rate of the country	 25.50%	 25.50%

Income tax expense recognized in the profit and loss statement 		

Current income tax	        (19,056)	 (22,763)

Current income tax charge	        (19,631)	 (20,170)

Adjustment in respect of current income tax of previous year	               575 	 (2,593)

Deferred income tax	          (5,865)	 (4,343)

Relating to origination and reversal of temporary differences	          (5,865)	 (4,343)

Income tax reported in profit and loss statement	      (24,921)	 (27,106)

		

	 2010	 2009

Income-tax expense recognized in equity		

Deferred income tax	          318 	 (634)

Unrealized gains on available-for-sale financial assets	            53 	 (1,208)

Revaluation surplus	          265 	 574

Income tax reported in equity	          318 	 (634)
		

Reconciliation of income tax		

Operating profit before tax	        127,147 	 77,637

Statutory tax rate	 25.50%	 25.50%

At statutory income tax rate of 25.50% 	        (32,423)	 (19,797)

Income not subject to tax	          11,573 	 360

Effect of different income tax rates in other countries	            5,837 	 853

The effect of change in tax rate	               359 	 -

Expenditure not allowable for income tax purposes	        (11,348)	 (9,040)

Other	            1,081 	 518

Income tax	      (24,921)	 (27,106)

	 2010			   2009		
 	 Assets	  Liabilities 	 Net	 Assets	  Liabilities 	 Net

Tax losses carried forward	     16,715 	               -	       16,715 	         3,503 	              -   	         3,503 

Allowances for loans losses	          884 	      (12,485)	     (11,601)	         4,257 	       (8,404)	       (4,147)

Fair value hedges	          382 	               -	            382 	              -   	              -   	              -   

Property, plant and equipment	             -   	        (2,213)	       (2,213)	              -   	       (2,126)	       (2,126)

General risk provision	             -   	      (17,075)	     (17,075)	              -   	     (12,283)	     (12,283)

Available for sale securities	             -   	        (2,626)	       (2,626)	              -   	       (5,339)	       (5,339)

Other	          481 	        (1,096)	          (615)	            429 	       (1,320)	          (891)

 	    18,462 	    (35,495)	  (17,033)	       8,189 	   (29,472)	   (21,283)
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Notes to Consolidated Financial Statements

Deferred tax changes recorded in the income tax expense	 2010	 2009

Revaluations of financial assets to fair value	            2,780 	 (1,717)

Deferred tax of fiscal loss	            2,244 	 2,730

Revaluations of foreign exchange contracts to fair value	               876 	 3,875

Transaction cost to be amortized	               179 	 -

Commissions to be amortized	                 55 	 (2,293)

Difference in changes in depreciation rates	               (35)	 240

Loan impairment provision	          (9,279)	 (7,933)

Employee benefits	                 -   	 (137)

Other	          (2,685)	 892

	         (5,865)	 (4,343)

As of December 31, 2010 there are no unrecognized deferred tax assets or liabilities in the profit and loss statement.

32. Earnings per share

The calculations for basic and diluted earnings per share are presented in the following table.

	 2010	 2009

Profit for the year attributable to shareholders of the Parent Company 	 99,941	 49,277

Weighted average number of ordinary shares outstanding	 402,000	 399,500

Diluted number of ordinary shares	 402,000	 399,500

Basic earnings per ordinary share	 0,2486	 0.1233

Fully diluted earnings per ordinary share from continuing operations	 0,2486	 0.1233

33. Fair value information 

The bank’s accounting policy on fair value measurements is discussed under note 3 (e).

Fair value is the amount at which a financial instrument could be exchanged in a current transaction between willing parties, other 
than in a forced sale or liquidation, and is best evidenced by a quoted market price.

The estimated fair values of financial instruments have been determined using available market information by the bank, and where 
it exists, appropriate valuation methodologies. However, judgment is necessarily required to interpret market data and determine 
the estimated fair value.

The bank measures fair values using the following hierarchy of method:
• �Level 1: Quoted market price in an active market for an identical instrument.
• �Level 2: Valuation techniques based on observable inputs. This category includes instruments valued using quoted market prices 

in active markets for similar instruments, quoted prices for similar instruments in markets that are considered less than active or 
other valuation techniques where all significant inputs are directly or indirectly observable from market data.

• �Level 3: Valuation techniques using significant unobservable inputs. This category includes all instruments where the valua-
tion technique uses inputs based on unobservable data, which could have a significant effect on the instrument’s valuation. This 
category includes instruments that are valued based on quoted prices for similar instruments where significant, unobservable 
adjustments or assumptions are required to reflect differences between instruments.
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Notes to Consolidated Financial Statements

The following table compares the carrying amount of financial assets and liabilities measured at cost to estimated fair values:

						      2010

		  Note	 Level1	 Level2	 Level3	 Total

Financial assets					   

Trading assets		  6	 143,341 	 -	 -	 143,341 

Derivative assets held for risk management		  11	 117,626 	 92,582 	 -	 210,208 

Investment securities		  7	 1,117,593 	 158,664 	 -	 1,276,257 

Total			   1,378,560 	 251,246 	 -	 1,629,806 
					   

Financial liabilities					   

Derivative assets held for risk management		  11	 211,300 	 101,512 	 -	 312,812 

Total			   211,300 	 101,512 	 -	 312,812 

						      2009

		  Note	 Level1	 Level2	 Level3	 Total

Financial assets					   

Trading assets		  6	        995,730 	                -   	           -   	       995,730 

Derivative assets held for risk management		  11	          14,636 	 187,630 	           -   	       202,266 

Investment securities		  7	        607,294 	 44,394 	           -   	       651,688 

Total		   	 1,617,660 	    232,024 	           -   	  1,849,684 
					   

Financial liabilities					   

Derivative assets held for risk management		  11	          15,270 	 183,355 	              	       198,625 

Total			          15,270 	 183,355	           -   	 198,625

No securities were transferred from Level 1 to Level 2 of the fair-value hierarchy in 2010.

34. Commitments and contingencies

To meet the financial needs of customers, the bank issues various irrevocable commitments and contingent liabilities. Even though 
these obligations may not be recognized on the balance sheet, they do contain credit risk and are, therefore, part of the overall risk 
of the bank. In many instances, the amount recognized on the balance sheet for incurred obligations does not represent the loss 
potential of the arrangement in full.

Letters of credit, guarantees and acceptances commit the bank to make payments on behalf of customers, contingent on the failure 
of the customer to perform under the terms of the contract. Guarantees carry the same credit risk as loans. Credit guarantees can 
be in the form of bills of exchange, irrevocable letters of credit, advance payment guarantees, or endorsement liabilities from bills 
rediscounted.

Commitments to extend credit represent contractual commitments to make loans and revolving credits. Commitments generally 
have fixed expiration dates, or other termination clauses. Since commitments may expire without being drawn upon, the total 
contract amounts do not necessarily represent future cash requirements. With respect to credit risk on commitments to extend the 
credit, the bank is potentially exposed to loss in an amount equal to the total unused commitments.

However, the likely amount of loss is less than the total unused commitments since most commitments to extend credit are 
contingent upon customers maintaining specific standards. The bank monitors the term to maturity of credit commitments because 
longer-term commitments generally have a greater degree of credit risk than shorter-term commitments.
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Notes to Consolidated Financial Statements

34. Commitments and contingencies (continued)

	 2010	 2009

Contingent liabilities with respect to letters of guarantee granted - non-banks	 233,165 	 191,105 

Contingent liabilities with respect to irrevocable letters of credit - import	 205,916 	 118,481 

Contingent liabilities with respect to letters of guarantee granted - banks	 71,797 	 25,693 

Contingent liabilities with respect to irrevocable letters of credit - export	 47,964 	 35,378 

Contingent liabilities with respect to acceptance credits	 1,128 	 1,847 

Contingent liabilities with respect other guarantees	 5,382 	 1,188 

Total non-cash loans	 565,352 	 373,692 

Credit-card limits	 118,512 	 98,259 

Revocable credit-line commitments	 310,415 	 266,836 

Other commitments	 6,717 	 -

Total	 1,000,996 	 738,787 

Litigation claims
Litigation is a common occurrence in the banking industry due to the nature of the business. The bank has an established protocol 
for dealing with such legal claims. Once professional advice has been obtained and the amount of damages reasonably estimated, 
the bank makes adjustments to account for any adverse effects the claims might have on its financial standing. At year-end, the 
bank’s management is unaware of any significant actual, pending or threatened claims against the bank.

Lease commitments
The bank leases a number of buildings and cars under operating leases. Non-cancelable operating lease rentals are payable as 
follows:

Operating lease commitment - bank as lessee and rent commitments	 2010	 2009

Not later than 1 year	 11,901 	 11,679

Later than 1 year and not later than 5 years	 19,039 	 24,403

Later  than 5 years	 1,712 	 3,232

Total	 32,652 	 39,314

35. Related parties

The bank’s ultimate Parent Company is FIBA Holding A.Ş., a Turkish joint-stock company ultimately controlled by a single individual, 
Mr Hüsnü Özyeğin. All amounts stated in the table below relate to Group companies controlled by Mr Hüsnü Özyeğin. 

Parties are considered related if one party has the ability to control the other party or exercise significant influence over the other 
party in financial and operating decisions. The bank enters into transactions with its Parent Company and other subsidiaries of the 
bank’s ultimate Parent Company, directors and senior management in the ordinary course of business at commercial interest and 
commission rates. All loans and advances to related parties are performing and are free of any provision for possible credit losses. 
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Notes to Consolidated Financial Statements

The year-end balances in respect of related parties included in the financial statements are as follows:

	 2010	 2009	

Parent	 Other related	 Parent	 Other related 

Company	 parties (*) 	 Company	 parties (*)

Assets				  

Loans and receivables - banks	               -   	              4,099 	               -   	                 18 

Loans and receivables - customers	       27,055 	            39,298 	       14,689 	        110,079 

Derivative financial instruments	         1,693 	            47,434 	              17 	               143 

				  

Liabilities				  

Due to customers	         3,842 	          207,984 	         2,883 	        172,977 

Derivative financial instruments	            661 	            24,395 	         3,204 	                  -   

Other liabilities	               -   	                   77 	               -   	                 73 

Subordinated liabilities	       81,986 	            94,169 	       75,758 	          87,715 

				  

Commitment and contingencies	               -   	                 981 	               -   	            3,240 

(*) Related parties that are not consolidated in the financial statements

The bank does not have any provisions regarding related party balances as of December 31, 2010 (2009: None)

The income and expenses in respect of related parties included in the financial statements are as follows:

	 2010	 2009	

Parent	 Other related	 Parent	 Other related 

Company	 parties (*) 	 Company	 parties (*)

Interest income	 2,034 	       24,053 	 2,687 	 85,376 

Interest expense	 (4,940)	     (27,362)	 (5,624)	 (85,559)

Commission income	 -	         2,591 	 -	 2,388 

Net trading income	 3,384 	       982 	 -	 629

(*) Related parties not consolidated in the financial statements

Key management personnel and their immediate relatives have transacted with the bank during the period as follows:

	 2010	 2009

Mortgage lending and other secured loans	 -	 1,189

Credit cards	 -	 731

Other loans	 6,172	 17,039

The bank does not have any provisions regarding the balances with key management personnel as of December 31, 2010 (2009: None).

Key management costs, including remuneration and fees for the year ended December 31, 2010 amounted to EUR 3,429 (2009: 
EUR 2,914). Pension plan contribution amounted to EUR 153 (2009: EUR 117). Key management is defined as those persons in the 
bank’s Supervisory and Managing Boards. 

The number of key management personnel is 12 (2009: 12).
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Notes to Consolidated Financial Statements

36. Intra-Bank balances

Intra-bank balances that are eliminated during consolidation process:

	 2010	 2009

Assets		

Financial assets designated at fair value through profit or loss	   1,260 	 94,140

Financial investments	   132,412 	 138,736

Loans and receivables - banks	    1,288,615 	 1,412,557

Loans and receivables - customers	   174,468 	 357,169

Derivative financial instruments	 43,459 	 21,803

Other assets	  160 	 23,325

		

Liabilities		

Due to banks	    1,288,615 	 1,587,337

Due to customers	   174,468 	 37,539

Derivative financial instruments	 43,459 	 21,803

Issued debt securities 	   133,672 	 377,727

Other liabilities	  160 	 23,325

		

Commitments and contingencies	   106,906 	 54,909

		

Interest income	   108,911 	 221,147

Interest expense	 (108,911)	 (221,147)

Commission income	   5,459 	 2,651

Commission expense	 (5,459)	 (2,651)

37. Risk management 

Credit Europe Bank Supervisory and Managing Boards have set policy-level  standards in accordance with the regulations of the 
Dutch Central Bank (De Nederlandsche Bank – DNB) and the guidelines published by the Basel Committee and the European 
Banking Authority (formerly known as CEBS).

The core elements of the bank’s risk management and control framework are:
•	 Establishing a well-defined risk appetite and strategy;
•	 Improving the risk governance structure;
•	 Capital management
•	 Identifying and managing key risk factors (credit risks, market risk, liquidity risk, interest rate risk, currency risk and operational risk).;

Risk Appetite and Risk Governance
The CEB risk management philosophy requires direct reporting lines and a clear division of tasks and responsibilities. At the same 
time, it ensures that bank-wide criteria for acceptance, monitoring, control and management of risks are deeply rooted. We clearly 
separate risk ownership from business activities.

CEB exercises full control over its subsidiaries’ business performance and steers their risk appetite. In addition, we employ the 
following risk management governance structure:
•	 Effective Audit & Risk Committees at subsidiary as well as consolidated level;
•	 Direct reporting of general managers of the banks' subsidiaries tot the CEO of CEB; 
•	 Presence of a global CRO function on the Managing Board; 
•	 A uniform credit committee structure at both local and the consolidated level.
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Notes to Consolidated Financial Statements

CEB has a global Operational Risk Management (ORM) Department whose goal is to consolidate already-existing ORM activities 
and coordinate implementation of the framework at locations where there was no prior ORM activity. The framework uses the 
Risk Control Self-Assessment and Operational Loss database to identify risks and establish risk-mitigating action points. Related 
departments have been given awareness trainings to ensure that operational-risk management is embedded in day-to-day 
operations.

CEB has established a center of excellence for retail risk management responsible for scoring, risk based pricing, algorithm 
development, stress testing, monitoring and reporting. The center is composed of 22 highly skilled statisticians, bankers, 
econometrists, database programmers and risk managers. The team has worked in projects in several countries including Russia, 
Romania, Germany and Belgium.  Now through their efforts, all banking entities are taking the right risk with the right interest 
margin. 

We continue to invest in our risk management capabilities in each entity of the bank. In 2010, this included creating a streamlined 
credit process, particularly with regard to risk modeling, and implementing integrated stress testing measures. These efforts also 
cover a wide range of activities, from strengthening risk management in Human Resources, qualitatively and quantitatively, to 
seeking external assessments of our risk management capabilities. 

Capital Management
A capital level commensurate with the bank’s risk profile is the key to financial resilience. CEB operates with an optimum level and 
mix of capital resources. A centralized regulatory/internal capital management model plays a major role in this process. The CEB 
internal capital model incorporates detailed scenario analyses of key risk factors and their potential effects on profit and loss and 
the bank’s capital base under different assumptions. This framework is designed to ensure CEB has sufficient capital resources to 
meet the capital requirements of DNB, as well as those of local regulators in our operating countries. It further ensures that we have 
capital available to meet our own risk appetite and internal guidelines. We place great emphasis on the strength of our capital base 
as a way to maintain investor, creditor and market confidence, and to sustain future business development.

CEB allocates assets in accordance with the risk-return thresholds defined in our risk appetite statement. Business units are 
required to fully understand the inherent risk-reward profile of their business and to generate a specific level of return on 
regulatory/internal capital requirements. The CEB risk strategy has proved its value, not only by providing consistently strong 
financial results, but also by yielding consistently robust returns on equity.

CEB and its individually supervised subsidiaries complied with all externally imposed capital requirements throughout the reporting 
period. The bank’s capital-management objectives are to:
• Maintain sufficient capital resources to meet the DNB’s minimum regulatory capital requirements.
• Ensure that locally regulated subsidiaries can meet their minimum capital requirements.
• Achieve adequate capital levels to support the bank’s risk appetite and internal capital requirements.
• Maintain a strong capital base to reassure investors, creditors and markets, and to sustain future business development. 

To support its capital-management objectives, the bank takes into account:
• �Possible volatility in anticipated demand for capital caused by new business opportunities, including acquisitions, or by 

deterioration in the credit quality of the bank’s assets.
• Possible volatility of reported profits and other capital resources compared with forecast.
• Capital ratio sensitivity to foreign-exchange-rate movements.

Capital and capital ratio
The bank and all its subsidiaries are regulated by DNB, which consequently acts as the home regulator for Basel II compliance. The 
bank applies the standardized approach for credit and market risks, and the basic-indicator approach for operational risk. Banks are 
expected to meet the capital-requirements constraints imposed by the Basel II accord. These are a minimum capital ratio of 8%, 
which is a ratio of total own funds to total risk-weighted assets (RWA), and minimum Tier I ratio of 4% (a ratio of Tier I capital to 
total RWA). 
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The bank’s total own funds consist of Tier I capital (also referred as ‘core capital’) and Tier II capital (or ‘supplementary capital’). 
The various elements making up both components are presented in the table below:

Composition of total own funds	 2010	 2009

Tier I capital		

- paid up share capital	    429,500 	    399,500 

- share premium	    163,748 	    163,748 

- eligible reserves (including retained earnings)	      23,936 	        5,546 

- fair value reserves (*)	          (439)	          (219)

- minority interests	      22,427	      17,608 

- income from current year	    99,941 	      49,277 

- new issuance of perpetual Tier I capital 	      94,110 	 -

		

Deductions from Tier I capital (**)	     (19,732)	     (12,975)

Total Tier I capital	  813,491 	  622,485 
		

Tier II capital		

- subordinated capital	 224,178 	    223,490 

- revaluation reserves	        4,728 	        4,728 

- early redemption	 (94,110)	 -

		

Deductions from Tier II capital (**)	       (1,581)	       (1,246)

Total Tier II capital	  133,215 	  226,972 

(*)	� Fair value reserves have been adjusted for the fair value of interest bearing instruments that shall not be included into total own funds in any way, as 

laid down in the Dutch ‘Financial Supervision Act’.

(**)	� Deductions from total own funds includes goodwill and other solvency deductible intangible assets, as well as participations held in insurance and 

other entities, which are not subject to banking supervision

The terms and conditions of the main features included in the bank’s total own funds can be found in notes 20 and 21.

The bank and its individually supervised subsidiaries have complied with all externally imposed capital requirements throughout the 
reporting period and maintained their capital ratios well above the regulatory minimum ratios.

Solvency ratio	 2010	 2009

Capital ratio	  13.26%	 12.57%

Tier I ratio	 11.39%	 9.21%

The DNB also sets capital requirements in excess of the minimum Basel II requirements. A key input to this process is the bank’s 
Internal Capital Adequacy Assessment Process (ICAAP). The bank submitted its ICAAP document to the DNB in October 2010 
and the Supervisory Review and Evaluation Process (SREP) was concluded by the Supervisor in March 2011.
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Notes to Consolidated Financial Statements

Basel III
In December 2010, the Basel Committee specified the details of the new capital requirements -- in particular, the target ratios and 
transition periods during which banks must adapt to the new regulations. Accompanied by the previous amendments (CRD II and 
CRD III), Basel III aspires to make the banking system safer by focusing on capital and funding. In general, the new rules will expose 
certain business models to substantial capital and liquidity shortfalls. CEB is well positioned to adopt Basel III and most of the 
expected impacts have already been deflected.

For many banks, Basel III’s stricter requirements on capital quality and widened capital deductions will have significant impact. 
However, CEB is insulated from this aspect of the new rules thanks to our historic reliance on ‘core’ capital and limited use of hybrid 
capital instruments, and the restrictiveness of the existing capital definition in the Netherlands.

It is likely that banks with capital markets-intensive business models will be far more affected than those with a more traditional 
focus. As a commercial and retail-oriented bank, CEB is very well positioned with regard to the product-specific changes in the 
capital markets segment. In fact, as a significantly low-leverage bank, the new rules may give us a competitive advantage in certain 
product segments. The trade finance business in particular could benefit, as the new leverage ratio threshold introduces a fivefold 
increase over today’s capital ratio requirements for trade finance commitments. 

Another crucial new requirement regards short-term liquidity and long-term funding. The CEB business model incorporates a strong 
focus on building, diversifying and stabilizing the deposit base, making it sufficiently resilient to withstand even the most severe 
systemic and/or bank-specific shocks. This prudent approach gives us an excellent starting position in terms of new liquidity and 
funding requirements, considering Basel III’s focus on stable funding. 

With some fine-tuning of our business model and by continuing to optimize our product and customer mix, CEB will comfortably 
adapt to the new regulatory landscape. Meanwhile, we aim to further centralize liquidity management and invest in treasury 
systems that provide a more accurate view of the bank’s liquidity position

Credit risk
Credit risk is defined as the current or prospective threat to the bank’s earnings and capital as a result of counterparty’s failure to 
comply with financial or other contractual obligations.

Credit risk constitutes the most significant risk of the bank and arises mainly from its trade-finance, lending, treasury, mortgage and 
leasing businesses. 

Credit risk is managed by following tools and principles:

Risk mitigation
Corporate credit risk is subject to capital allocation and risk limits for mitigation purposes. These limits start at the borrower 
limit and evolve into portfolio-level concentration limits. The bank actively uses collateral management as a risk-management 
and mitigation tool. Credit limits are extended as secured and unsecured. Secured lines are against cash and equivalent types of 
collateral while unsecured lines are against all other types of collateral, including all mortgages, equipment, personal guarantees 
and leased assets that are specifically stated on the credit-approval form. Secured collaterals are managed and followed up in 
processes fully supported by the bank’s corporate system by means of collateral-transaction linkages, blocked accounts and system 
checking of collateralization. 

The Transactions and Collateral Management Department is organized as a separate department for collateral management for all 
types of lending. Transactional lending is especially run through on collaterals and documentation. Valuation reports, survey report 
updates and insurance-policy management are followed up systematically. Mainly related to trade finance, outsourcing is also 
utilized by Collateral Management Agreements and Collateral Monitoring Agreements with expert collateral-management agents 
who have the management and reporting capabilities on the site of the collateral. As a principle, the value of the collateral should 
not have a material positive correlation with the credit quality of the provider for the risk-mitigation effect to be considered.
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Notes to Consolidated Financial Statements

Concentration limits
The bank has established maximum concentration limits covering country and single-name concentration to manage concentration 
risk in its loan portfolio. In addition, the bank ensures that single-name concentrations (including top 10 and 20) are under certain 
thresholds with respect to Tier 1 equity. 

Credit ratings
In 2009, the bank introduced its new 12-grade corporate rating scale across the bank. Enhancements made in 2009-2010 
regarding the internal rating systems can be seen as a milestone in the bank’s ongoing improvements to its credit-risk-management 
capabilities. However, a limited credit history imposed a big challenge for quantification and validation of risk parameters to date; 
continuing efforts and dedication in 2011 will enable the bank to make more robust estimations of the risk parameters and to take 
a big step towards its destination of a full economic-capital model. During this journey, transition to the Internal Ratings-Based 
Approach will likely be a natural place for regulatory and economic-capital requirements to converge. 

Stress testing
The bank puts stress testing and capital planning at the centre of its internal capital-assessment process. These tools help the bank 
identify potential threats to its business plan and capital adequacy. The bank’s stress-testing methodology discourages both under- 
and over-reliance on internal data. 

Creating scenarios based on hypothetical assumptions are more appropriate because scenarios based solely on internal data 
may fail to capture tail-loss events and systematic-risk factors. The fact that Bank has a limited credit-data history supports this 
approach. Internal data is used to define the current risk characteristics of the portfolio.

The bank’s credit-risk stress tests shock both default- and recovery-related risk parameters. Moreover, risk concentrations in the 
portfolio are more harshly shocked, even without a relevant negative outlook. The bank’s stress-testing methodology does not aim to 
make accurate forecasts of the downturns, but instead aims to capture the tail loss by simulating the unexpected and the undesirable. 
From this point of view, the bank’s stress-testing approach is more closely aligned with hypothetical than historical data. 

37.a. Credit exposure

Maximum credit-risk exposure 
The bank identifies its maximum credit exposure as the sum of all transactions that may potentially expose the bank to credit 
losses, should the counterparty not fulfill its contractual obligations. The maximum credit exposure presented in the table below 
comprises on- and off-balance sheet items. Credit exposure is measured without taking account of any collateral held or other 
credit enhancements.

Maximum credit-risk exposure, net of impairment allowances
On-balance sheet items are presented at their carrying amount, net of impairment allowances. Derivative financial instruments are 
assessed at fair value of future cash flows.
The off-balance credit risk exposure comprises:
•	 Letters of guarantee granted and letters of credit issued or confirmed, shown at the maximum amount that the bank would have 

to pay if the guarantees or letters of credit are called upon; and,
•	 Undrawn credit-card limits and other credit commitments and contingent liability. The maximum exposure for these items is the 

full unused portion of the committed facilities.
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Notes to Consolidated Financial Statements

	 2010	 2009

Balance sheet items	  	  

Balances with central banks	    1,182,271	 1,558,207

Financial assets designated at fair value through profit or loss	 143,341 	 995,730

Financial investments	 1,414,367 	 1,117,840

Loans and receivables - banks	 785,800 	 615,514

Loans and receivables - customers	 5,853,532 	 5,218,687

Derivative financial instruments	 210,208 	 202,266

Total balance sheet 	 9,589,519	 9,708,244

Off- balance sheet items		

Issued letters of guarantee	            310,344 	 217,986

Issued irrevocable letters of credit	            255,008 	 155,706

Undrawn credit-card limits	            118,512 	 98,259

Other commitments and contingent liabilities	            317,132 	 266,836

Total off-balance sheet	         1,000,996 	 738,787

Maximum credit risk exposure	    10,590,515 	 10,447,031

The bank considers items such as ‘other credit commitments and contingent liabilities’ as a part of its maximum credit risk exposure. 
That said, these are not included in tables below since they are composed of credit facilities that are either revocable or can be 
cancelled unconditionally by the bank, and therefore bear insignificant credit risk.

Concentration of credit exposure
Concentration risk normally arises when number of counterparties operates in the same geographical region or within the same 
economic sector, and thus is affected to the same extent as economic, political and other conditions.



83

C
redit Europe Bank N

V A
nnual Report 20

10
N

o
tes to C

on
solid

ated
 Fin

an
cial S

tatem
en

ts

Notes to Consolidated Financial Statements

37.b. Sector concentration
The bank monitors its credit exposure within the following counterparty groups: corporate customers, banks and central 
governments, retail customers, SME customers, and residential mortgage loans. Exposure to corporate customers is presented, 
broken down by industry, according to the internal sector definitions.

				    2010		  2009

 	 On-balance	 Off-balance	 Total	 % of total	 Total 	 % of total
	 sheet	 sheet (*)	 exposure	 exposure	 exposure (*)	 exposure

Exposure to central governments  

and financial institutions

Exposure to central governments  

and central banks	     1,911,308 	                  -   	    1,911,308 	 52.77%	 2,805,863	 65.39%

Exposure to financial institutions	     1,597,128 	        113,445 	    1,710,573 	 47.23%	 1,484,779	 34.61%

Total exposure to central govern- 

ments and financial institutions	     3,508,436 	        113,445 	    3,621,881 	 100.00%	 4,290,642	 100.00%

Corporate exposure

Iron & steel	        418,579 	        103,882 	       522,461 	 12.55%	 460,176 	 12.13%

Shipping & shipyards	        431,322 	            1,186 	       432,508 	 10.39%	          423,718 	 11.17%

Real estate	        429,782 	                  -   	       429,782 	 10.33%	 462,723 	 12.20%

Leisure & tourism	        316,601 	            4,794 	       321,395 	 7.72%	 259,351 	 6.84%

Energy/coal	        280,560 	          36,188 	       316,748 	 7.61%	          247,398 	 6.52%

Financial services & investments	        242,122 	            9,380 	       251,502 	 6.04%	          106,047 	 2.80%

Construction & installation	        168,005 	          64,864 	       232,869 	 5.59%	          306,154 	 8.07%

Oil & derivatives	        118,482 	        105,777 	       224,259 	 5.39%	   74,501 	 1.96%

Petrochemical, plasticizers & derivatives	        107,432 	          46,610 	       154,042 	 3.70%	 172,450 	 4.55%

Retail	        132,461 	            6,160 	       138,621 	 3.33%	 152,533 	 4.02%

Holding	          88,881 	          14,497 	       103,378 	 2.48%	 115,699 	 3.05%

Soft commodities & agricultural products	        114,221 	          12,242 	       126,463 	 3.04%	   52,564 	 1.39%

Transportation, logistics & warehousing	        104,767 	            2,344 	       107,111 	 2.57%	          126,864 	 3.34%

Textile, clothing, ready-made wearing	          85,219 	          11,014 	         96,233 	 2.31%	 109,735 	 2.89%

Automotive & derivatives	          81,857 	            1,250 	         83,107 	 2.00%	 118,714 	 3.13%

Media & publishing	          66,869 	                 24 	         66,893 	 1.61%	   24,116 	 0.64%

Food, beverage & tobacco	          64,704 	               288 	         64,992 	 1.56%	   74,157 	 1.96%

Fertilizers	          54,745 	            6,902 	         61,647 	 1.48%	  6,982 	 0.18%

Luxury Goods	          51,228 	                  -   	         51,228 	 1.23%	            54,321 	 1.43%

Machinery – office & optical equipment	          44,847 	               206 	         45,053 	 1.08%	            39,600 	 1.04%

Education & cultural services	          34,493 	            3,371 	         37,864 	 0.91%	            18,401 	 0.49%

Building materials	          34,596 	                 13 	         34,609 	 0.83%	            17,231 	 0.45%

Paper & pulp	          16,101 	            5,181 	         21,282 	 0.51%	            41,898 	 1.10%

Services	          15,977 	            1,685 	         17,662 	 0.42%	                 382 	 0.01%

Technology, IT & electronic equipment	          12,530 	               696 	         13,226 	 0.32%	            26,887 	 0.71%

Telecommunications	            5,086 	               127 	           5,213 	 0.13%	            24,281 	 0.64%

Other	        190,980 	          11,142 	       202,122 	 4.86%	          276,283 	 7.28%

Total exposure to corporate  

clients and private banking	     3,712,447 	        449,823 	    4,162,270 	 100.00%	 3,793,166	 100.00%
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Notes to Consolidated Financial Statements

				    2010		  2009

 	 On-balance	 Off-balance	 Total	 % of total	 Total 	 % of total
	 sheet	 sheet (*)	 exposure	 exposure	 exposure (*)	 exposure

Exposure to retail customers and SMEs

Exposure to retail customers	     1,184,416 	        118,512 	    1,302,928	 52.34%	 1,188,749	 56.70%

Exposure secured by residential  

real estate	        789,907 	                  -   	       789,907 	 31.73%	 636,025	 30.34%

Exposure to SME	        394,313 	            2,084 	       396,397 	 15.92%	 271,613	 12.96%

Total exposure to retail customers  

and SMEs	     2,368,636 	        120,596 	    2,489,232 	 100.00%	 2,096,387	 100.00%

Total credit risk exposure	     9,589,519 	        683,864 	  10,273,383 	 100.00%	 10,180,195	 100.00%

(*) Excluding other credit commitments and contingent liabilities.

92.13 % (2009: 93.45%) of corporate exposure is composed of loans and receivables to corporate customers. The rest is 
distributed between debt instruments issued by corporate clients and derivative instruments held for trading. The top five industries 
account for 48.60% (2009: 52.05%) of the total corporate portfolio, reflecting the traditional business areas of the bank where it 
possesses strong expertise and profound industry practice. 
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Notes to Consolidated Financial Statements

In the tables below, collaterals are aggregated into two groups:
• �Financial collaterals, which includes any kind of documentary collateral, such as bills of exchange or trade-related promissory 

notes. Cash collaterals, credit derivatives and other guarantees are also part of this group.
• ��Physical collaterals comprise other collaterals not mentioned under ‘financial collaterals’.

Although the bank accepts personal and corporate guarantees as collateral, they are not included in the tables below, due to their 
limited credit-risk-mitigation ability.

Breakdown of collateralized exposure by collateral type					     December 31, 2010

 		  Total	 Fair value of 	 Fair value of	 Total	 Collaterals to
		  exposure,	 financial	 of physical	 collaterals	 total net
		  net	 collaterals	 collaterals	 obtained	 exposure

Balance sheet 					   

Demand deposits with central banks		  1,182,271 	   -	   -	   -	 0%

Financial assets designated at fair value through profit or loss		  143,341 	   -	   -	   -	 0%

Financial investments		  1,414,367 	   -	   -	 -	 0%

Loans and receivables - banks		  785,800 	   - 	   -	 -	 0%

Loans and receivables - customers		  5,853,532 	 791,431 	 2,741,918 	 3,533,349 	 60%

Derivative financial instruments		  210,208 	 75,611 	 73 	 75,684 	 36%

Total balance sheet 		  9,589,519 	 867,042 	 2,741,991 	 3,609,033 	 38%
	  	  	  	  	  

Off-balance sheet(*)		  683,864 	 39,830 	 35,135 	 74,965 	 11%

Total credit risk exposure		  10,273,383 	 906,872 	 2,777,126 	 3,683,998 	 36%

(*) Excluding other credit commitments and contingent liabilities.

Breakdown of collateralized exposure by collateral type					     December 31, 2009

		  Total	 Fair value of 	 Fair value of	 Total	 Collaterals to
		  exposure,	 financial	 of physical	 collaterals	 total net
		  net	 collaterals	 collaterals	 obtained	 exposure	

Balance sheet 					   

Demand deposits with central banks		  1,558,207	 -	 -	 -	 0%

Financial assets designated at fair value through profit or loss		  995,730	 -	 -	 -	 0%

Financial investments		  1,117,840	 -	 -	 -	 0%

Loans and receivables - banks		  615,514	 128,349	 -	 128,349	 21%

Loans and receivables - customers		  5,218,687	 1,045,600	 2,676,806	 3,722,406	 71%

Derivative financial instruments		  202,266	 23,356	 -	 23,356	 12%

Total balance sheet 		  9,708,244	 1,197,305	 2,676,806	 3,874,111	 40%
					   

Off-balance sheet(*)		  471,951	 109,864	 111,430	 221,294	 47%

Total credit risk exposure		  10,180,195	 1,307,169	 2,788,236	 4,095,405	 40%

(*) Excluding other credit commitments and contingent liabilities,

37.d. Collaterals and other credit enhancements obtained
In general, the bank obtains collaterals to secure its loan portfolio. Collaterals for derivative financial instruments consist mostly of 
the margin called by the bank for its OTC-derivative assets.

As of December 31, 2010, the bank did not hold any assets that it is permitted to sell or re-pledge in the absence of default by the 
owner of the collateral (2009: None).
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Notes to Consolidated Financial Statements

37.e. Credit quality of financial assets
The following table presents the credit quality of the bank’s financial assets, as of December 31, 2009. In assessing the credit 
quality of its financial assets, the bank obtains ratings from eligible credit assessment institutions, namely Fitch, Standard & Poor’s 
(S&P) and Moody’s. In order to compare assets, the ratings below were mapped to Fitch’s rating scale.

							       2010

 				    External rating class
	 AAA/AA-	 A+/A-	 BBB+/BBB-	 BB+/B-	 Below B-	 No rating	 Total

Demand deposits with central banks	 1,061,990 	 -   	 25,383 	 20,065 	          -   	       74,833 	 1,182,271 

Financial assets designated at fair 

value through profit or loss	 36,845 	 29,344 	 2,141 	  62,213 	 20 	 12,778 	   143,341 

Financial investments	  613,238 	 216,044 	 355,374 	   199,355 	 -	 30,356 	 1,414,367 

Loans and receivables - banks	 384,656 	 248,258 	   28,038 	 68,416 	 2,239 	 54,193 	 785,800 

Loans and receivables – customers	                 -   	            -   	      4,051 	             -   	          -   	 5,849,481 	 5,853,532 

Derivative financial instruments	 42,266 	 31,905 	 8,433 	  807 	 -	 126,797 	 210,208 

 							     

Off-balance sheet(*)	 5,849 	 41,649 	    33,532 	     23,958 	          -   	  578,876 	 683,864 

Total	    2,144,844 	  567,200 	  456,952 	   374,814 	    2,259 	   6,727,314 	   10,273,383 

(*) Excluding other credit commitments and contingent liabilities,

The following table presents the credit quality of the bank’s financial assets, as of December 2009.

							       2009

				   External rating class

	 AAA/AA-	 A+/A-	 BBB+/BBB-	 BB+/B-	 Below B-	 No rating	 Total

Demand deposits with central banks	 1,413,520	 -	 13,447	 131,240	 -	 -	 1,558,207

Financial assets designated at fair  

value through profit or loss	 920,390	 45,167	 19,085	 10,522	 38	 528	 995,730

Financial investments	 147,378	 188,424	 398,834	 189,532	 2,353	 191,319	 1,117,840

Loans and receivables - banks	 146,188	 239,297	 61,810	 96,200	 15,942	 56,077	 615,514

Loans and receivables – customers	 -   	 -   	 9,252	 -   	 -   	 5,209,435	 5,218,687

Derivative financial instruments	 72,611	 47,138	 164	 30,570	 -	 51,783	 202,266

 							     

Off-balance sheet(*)	 5,738	 4,508	 12,759	 22,578	 -	 426,368	 471,951

Total	 2,705,825	 524,534	 515,351	 480,642	 18,333	 5,935,510	 10,180,195

(*) Excluding other credit commitments and contingent liabilities,

The assets in the tables above are allocated through the rating bucket following the principles imposed by the Basel II accord. 
Where multiple credit assessments are available, a ‘second worst’ is taken into account.

The total amount of impaired assets included in the tables above is EUR 2,623 (2009: EUR 40,712), The total amount of provisions 
allocated for these assets is EUR 2,159 (2009: EUR 18,803), while EUR 1,406 is allocated for loans to banks (2009: EUR 15,566) 
and EUR 754 for securities (2009: EUR 3,237). Impaired assets are concentrated in the categories ‘Below B-’ and ‘No rating’.
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Notes to Consolidated Financial Statements

Loans and receivables - customers
The next section provides a detailed overview of the credit quality of the bank’s loans and advances portfolio. In 2009, the bank 
adjusted its Loan Assessment and Impairment Policy to align its definitions to the industry practices and regulatory requirements. 
The bank believes that the new classification of ‘loan portfolio’, which is based on the respective recovery capabilities and debtors’ 
creditworthiness levels, provides a more detailed and transparent overview of the portfolio’s credit quality. 

According to the new policy, the bank differentiates between the following categories of assets in the loan portfolio:
• �Standard (performing) loans covers corporate (retail/SME) loans on which payments are made according to the contractual 

terms, repayment problems are not expected in the future and which are totally recoverable (collectable).
• �Watch List (sub-standard loans) is for corporate loans where problems with principal or interest payments are not necessarily 

present yet, but which require close monitoring due to negative trends in the debtors’ payment capability or cash-flow positions, 
for instance. Corporate loans experiencing delays of contractual payments of less than 90 days or credit-quality deterioration in 
terms of internal rating. 

• �Non-Performing Loans (NPL) includes loans and receivables with limited (doubtful) recovery prospects. These clients:
	 • �have limited means for total recovery because their repayment capacity is inadequate to cover payments on respective terms; 

they are likely to lead to losses if these problems are not solved; or,
	 • �are in a situation where full or partial recovery prospects are fully dependent on the outcome of the liquidation of the 

underlying assets or recourse to the guarantor; or,
	 • �have suffered significant credit quality deterioration; or,
	 • �have delayed the capital and/or interest payments for more than 90 days as of the day of their payment date
	 • �Delinquent Loans are retail loans (including SME loans and the residential-mortgage portfolio) with a delay in contractual 

payment of no more than 90 days (also shown on Watch List).

Impairment allowances
The bank aims to maintain sufficient reserves to cover its incurred losses. According to its policy, the bank differentiates between:
• Provisions for individually assessed assets
• Provisions for collectively assessed assets  

All Watch List and NPL customers are analyzed individually, regardless of size. Standard (performing) loans are subject to individual 
assessment only if they are deemed ‘significant’. The ‘significance criterion’ is established at global level, and amounts to EUR 1 
million. In terms of individual assessment, the trigger point for impairment is formal classification of an account as exhibiting serious 
financial problems and where any further deterioration is likely to lead to failure. Two key inputs to the cash-flow calculation are the 
valuation of all security and collateral and the timing of all asset realizations. 

Retail exposure is solely subject to collective assessment, regardless of exposure size.

The bank calculates collective impairment allowances for retail portfolios using the dynamic statistical model, based on analysis of 
the portfolio’s default and recovery rates according to historical data. The same approach is implemented across the bank’s entities, 
with adjustment for specific local conditions. The methodology was first implemented in 2008 and remained unchanged since 
then. 
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Notes to Consolidated Financial Statements

The total amount of NPL as of December 31, 2010 is EUR 273,638 (2009: EUR 250,993). The total NPL ratio as of December 
31, 2010, is 4.54%  (2009: 4.64%). The bank ensures that it allocates sufficient reserves to maintain a high level of provisioning 
coverage for its non-performing loans (NPL) after taking into account the fair value of collaterals obtained. Thus the total coverage 
for Bank’s NPL in December 31, 2010 is 98.3% (2009: 98.4%).

As of December 31, 2010, the total net amount of restructured loans comprises EUR 206,162 (2009: EUR 262,932). 

37.g. Aging of loans and advances to customers
The tables below present the bank’s portfolio of loans and advances to customers, broken down by delinquency bucket:

						      2010

 			   Loans 30	 Loans 60 

		  Loans	 or more	 or more 

	 Loans	 less	 but less	 but less	 Loans 90 

	 that are	 than 30	 than 60	 than 90	 days or	 Total 

	 not past	 days	 days past	 days past	 more past 	 loans to

Gross exposure	 due	 past due	 due	 due	 due	 customers

Corporate loans	 3,336,070 	       33,742 	         64,470 	      52,366 	     58,422 	  3,545,070 

Retail loans and residential  

mortgage loans	 1,737,897 	     104,088 	         37,590 	      25,373 	   144,524 	  2,049,472 

SME loans	 318,715 	       22,210 	           8,778 	      14,127 	     59,833 	     423,663 

Total loans and advances  

to customers	 5,392,682 	     160,040 	       110,838 	      91,866 	   262,779 	  6,018,205 

						      2009

 			   Loans 30	 Loans 60 

		  Loans	 or more	 or more 

	 Loans	 less	 but less	 but less	 Loans 90 

	 that are	 than 30	 than 60	 than 90	 days or	 Total 

	 not past	 days	 days past	 days past	 more past 	 loans to

Gross exposure	 due	 past due	 due	 due	 due	 customers

Corporate loans	 3,054,117	 64,346	 55,497	 39,885	 77,786	 3,291,631

Retail loans and residential  

mortgage loans	 1,532,296	 95,777	 34,855	 26,710	 132,818	 1,822,456

SME loans	 189,284	 44,310	 8,907	 11,479	 40,389	 294,369

Total loans and advances  

to customers	 4,775,697	 204,433	 99,259	 78,074	 250,993	 5,408,456
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Notes to Consolidated Financial Statements

37.i. Liquidity risk 
The bank defines liquidity risk as the current or prospective risk to earnings and capital arising from an institution’s inability to meet 
its liabilities when they come due. Liquidity risk arises from inability to manage unplanned decreases or changes in funding sources 
and the failure to recognize or address changes in market conditions that affect the ability to liquidate assets quickly and with 
minimal loss in value.

The bank monitors its liquidity position on a daily basis and conducts regular liquidity stress testing. The bank identifies the 
following items as the key liquidity-risk drivers:
•	 �Withdrawal of deposits: The bank should withstand a severe meltdown in its non-maturity deposits through deploying its avail-

able liquid assets. The severity is defined as a 40% loss in the saving-account balance in a period of one month.
•	 �Erosion in value of liquid assets: The bank applies a 75% haircut for the securities that are not eligible for re-financing through 

the European Central Bank (ECB). The remaining qualifying securities are taken into account after adding nominal 5% on top of 
the existing haircuts applied by the ECB.  The policy also incorporates a scenario of material price drops, which in return further 
decrease the re-financing capacity..

•	 �Erosion in value of liquid assets: The bank applies a 75% haircut for the securities that are not eligible for re-financing through 
the European Central Bank (ECB). The remaining qualifying securities are considered after applying certain haircuts according to 
their external ratings. 

•	 �Additional collateral requirements: The bank has sensitivity to certain FX parities due to its involvement in swap markets. The 
bank might face intensive margin calls from the counterparties if certain FX rates move in the adverse direction. The bank meas-
ures the required liquidity under worse-than-expected FX market conditions.

The Board and senior management ensure that the bank's funding strategy and its implementation are consistent with their 
expressed risk tolerance. The board delegates responsibility for establishing specific liquidity-risk policies and practices to the 
Asset/Liability Committee (ALCO). ALCO is responsible for ensuring that measurement systems adequately identify and quantify 
the bank’s liquidity exposure and that reporting systems communicate accurate and relevant information about the level and 
sources of that exposure. 

Any violation of the liquidity policy and predefined limits is reported to ALCO. In the case of limit excess during a possible market 
turmoil, ALCO calls an immediate meeting to discuss options to bring the liquidity to its desired levels. This can include slowing 
down and/or ceasing to enter into new commitments, selling assets from trading and AFS portfolios, and increasing spreads to 
attract new long-term funds on the consumer and corporate sides, as defined in the bank’s contingency-funding plan. To mitigate 
liquidity risk, the bank diversifies funding sources as customer deposits and funds borrowed from abroad and it keeps certain level 
of assets as cash and cash equivalents.

Liquidity gaps as a result of size and maturity mismatches in assets and liabilities also generate liquidity risk. Liquidity-gap analysis 
is done on a monthly basis, to be submitted to ALCO, or more frequently when required. It distributes all on-balance sheet assets’ 
and liabilities’ expected cash flows in predefined maturity bands according to remaining contractual maturity.

In its second consultation paper, ‘International Framework for Liquidity Risk Measurement, Standards and Monitoring’, the Basel 
Committee proposes a strengthened liquidity framework which introduces quantitative standards for funding and liquidity. The 
two proposed measures are a 30-day liquidity coverage ratio designed to ensure short-term resilience to liquidity disruptions and 
a longer-term structural liquidity ratio to address liquidity mismatches and promote the use of stable funding sources. Our interim 
impact study found that CEB is well above the proposed thresholds, verifying CEB’s strong liquidity position.
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Notes to Consolidated Financial Statements

						      2010

Based on remaining maturity	  Up to 1 month 	 1-3 months	 3-6 months	 6-12 months	 Over 1 year	 Total

Assets						    

Cash and balances at central banks	 1,234,925 	 -	 -	 -	 -	 1,234,925 

Financial assets designated at fair  

value through profit or loss	 9,479 	 948 	 349 	 42,810 	 89,755 	 143,341 

Financial investments	 70,080 	 134,645 	 5,916 	 467,724 	 736,002 	 1,414,367 

Loans and receivables - banks	 703,500 	 10,483 	 30,999 	 31,930 	 8,888 	 785,800 

Loans and receivables - customers	 1,142,843 	 767,294 	 464,177 	 633,653 	 2,845,565 	 5,853,532 

Tangible and intangible assets	 -	 -	 -	 -	 119,301 	 119,301 

Other assets	 283,082 	 90,087 	 8,419 	 21,275 	 48,982 	 451,845 

Total assets	 3,443,909 	 1,003,457 	 509,860 	 1,197,392 	 3,848,493 	 10,003,111 
						    

Liabilities 						    

Due to banks	 754,254 	 32,911 	 34,714 	 202,885 	 89,523 	 1,114,287 

Due to customers	 2,194,547 	 1,229,269 	 995,606 	 1,046,997 	 1,718,734 	 7,185,153 

Issued debt securities 	 -	 -	 -	 3,819 	 297,460 	 301,279 

Other liabilities	 221,390 	 32,283 	 34,220 	 51,903 	 93,559 	 433,355 

Total liabilities (excluding  

subordinated liabilities)	 3,170,191 	 1,294,463 	 1,064,540 	 1,305,604 	 2,199,276 	 9,034,074 
Subordinated liabilities	 817 	 28 	 60 	 -	 235,273 	 236,178 

Total liabilities 	 3,171,008 	 1,294,491 	 1,064,600 	 1,305,604 	 2,434,549 	 9,270,252 
						    

Cumulative Liquidity gap	 272,901 	 (18,133)	 (572,873)	 (681,085)	 732,859 	 732,859 

						       2009

Based on remaining maturity	  Up to 1 month 	 1-3 months	 3-6 months	 6-12 months	 Over 1 year	 Total

Assets						    

Cash and balances at central banks	 1,596,422	 -	 -	 -	 -	 1,596,422

Financial assets designated at fair  

value through profit or loss	 245,166	 287	 500,000	 200,000	 50,277	 995,730

Financial investments	 340,941	 70,278	 86,791	 53,363	 566,467	 1,117,840

Loans and receivables - banks	 491,058	 45,039	 42,651	 4,685	 32,081	 615,514

Loans and receivables - customers	 1,066,008	 753,838	 480,301	 572,082	 2,346,458	 5,218,687

Tangible and intangible assets	 -	 -	 -	 -	 104,871	 104,871

Other assets	 95,208	 101,603	 32,043	 18,005	 59,688	 306,547

Total assets	 3,834,803	 971,045	 1,141,786	 848,135	 3,159,842	 9,955,611
						    

Liabilities 						    

Due to banks	 301,572	 15,842	 690,420	 282,129	 27,222	 1,317,185

Due to customers	 1,765,054	 888,133	 1,149,719	 1,150,248	 2,270,206	 7,223,360

Issued debt securities 	 -	 84,212	 20,579	 -	 109,547	 214,338

Other liabilities	 148,120	 79,640	 46,074	 20,474	 44,844	 339,152

Total liabilities (excluding  

subordinated liabilities)	 2,214,746	 1,067,827	 1,906,792	 1,452,851	 2,451,819	 9,094,035
Subordinated liabilities	 865	 30	 -	 -	 222,595	 223,490

Total liabilities 	 2,215,611	 1,067,857	 1,906,792	 1,452,851	 2,674,414	 9,317,525
						    

Cumulative Liquidity gap	 1,619,192	 1,522,380	 757,374	 152,658	 638,086	 638,086
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Notes to Consolidated Financial Statements

37.j. Market risks
Market risk is defined as the current or prospective threat to the bank’s earnings and capital as a result of adverse market 
movements in market prices (security and derivative prices, as well as interest rates and foreign exchange rates) or in parameters 
such as volatility and correlations. The trading portfolio includes financial instruments, such as securities, derivatives and FI loans, 
which are exposed to short-term price/interest-rate fluctuations. Eligible positions should be in line with the guidelines and 
principles set out in the market-risk policy. No eligible positions and financial instruments approved by ALCO are monitored within 
the scope of the banking book. In line with its business plan, the bank has a ‘fair’ risk appetite in market risk. The bank aims to 
regularly measure and monitor its market risk associated with adverse market movements affecting the trading components of its 
Treasury and FI portfolio. It measures its market risk using different approaches - standard and internal models. 

Bank risk tolerance in the form of limits is determined to manage market risk efficiently and keep it within these limits. Risk limits, 
such as the Value-at-Risk (VaR) limit, notional limits and sensitivity limits, are set by considering the primary risk factors. In case 
of a limit breach, ALCO is convened to determine strategy and take necessary actions to restore the outstanding exposure within 
limits in a certain period of time. 

The bank measures the market risk of its trading book and the foreign-exchange risk of its banking book by using an internal model, 
based on VaR methodology. VaR defines the maximum loss not exceeded with a given probability over a given period of time under 
normal market conditions. However, this approach fails to capture exceptional losses under extreme market conditions; that is why 
market risk measurement is complemented by periodic stress-testing analysis.

The internal VaR model is used only for risk-monitoring purposes and not for regulatory capital purposes. Regulatory capital 
for market risk is calculated and reported quarterly according to the Standard Approach, as specified in the DNB’s market-risk 
regulations. 

The Monte Carlo Method simulations method is used starting from July 2010, while Historical simulation method is in place before 
that. The current portfolio is valued by modeling the instruments’ prices in the portfolio using stochastic processes. The volatilities 
and correlations in the pricing models are determined historically from the relevant risk factors over the previous one year period. 
Each simulation makes a stress scenario that will result in a possible return. The VaR is calculated by getting the percentile of 
possible loss corresponding to the given confidence interval.

The internal limit for the 10-day trading portfolio, with VaR at 99%-confidence interval, is EUR 12.5 million. This implies that the 
diversified VaR from foreign-exchange risk and interest-rate risk in the trading book should not exceed this level. 

Other market risks, such as liquidity, re-pricing and interest-rate risk, on the banking book are measured and monitored through 
sensitivity and gap analyses, detailed in subsequent sections.

Value-at-risk of trading units (2010)	 Total	 Diversification effect	 Interest-rate risk	 Foreign-exchange risk

Average	 2,946	 83.21%	 3,080	 2,318

Maximum	 10,595	 86.24%	 13,966	 8,045

Minimum	 714	 94.15%	 896	 430

Period-end	 1,472	 75.69%	 1,543	 1,042

Value-at-risk of trading units (2009)	 Total	 Diversification effect	 Interest-rate risk	 Foreign-exchange risk

Average	 8,807	 28.35%	 8,812	 685

Maximum	 12,325	 2.19%	 12,207	 394

Minimum	 3,890	 48.14%	 7,356	 144

Period-end	 5,854	 0.88%	 5,848	 58
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Notes to Consolidated Financial Statements

37.k. Interest-rate risk in the banking book
One of the bank’s major risks under Pillar II is the interest-rate risk on the banking book. The bank defines interest-rate risk as the 
current or prospective risk to earnings and capital arising from adverse movements in interest rates. The trading book is also subject 
to interest-rate risk, but this type of risk is dealt with under the Market Risk: Value-at-Risk section. Subsidiaries are not allowed to 
carry interest-rate positions and are expected to transfer their positions to the parent Bank, where centralized ALM and funding 
principles are in place. The bank has a ‘minor’ risk tolerance towards interest-rate risk in its banking book.

The bank’s interest-rate risk is monitored for the banking book by means of static-re-pricing-gap and interest-rate-sensitivity 
analyses once a month at all levels and for each major currency in use. Interest-rate sensitivity on the banking book is calculated 
according to the economic-value approach, and is reported on a monthly basis at global level to the Risk Management Committee 
and the Treasury Department. 

For the re-pricing gap, any mismatch exceeding 15% of equity for maturities longer than six months is hedged, unless otherwise 
approved by ALCO. For the maturity gap, the consolidated gap should not be negative for the first six months, unless otherwise 
approved by ALCO.

Interest-rate sensitivity in the banking book is calculated according to the economic-value approach. All future cash flows, arising 
solely from on- and off- balance sheet assets and liabilities are discounted back to their present values with zero-coupon yield 
curves to see the impact of interest-rate changes on the economic value of the bank. The impact of the curve with the maximum 
net gain or loss compared to a benchmark curve is analyzed.

Interest-rate sensitivity in the banking book is measured by means of PV01 method. The PV01 method is based on flat upward 
shifts of each currency’s yield curve in magnitudes of one basis point. The economic value impact of these shifts on the banking 
book is then analyzed. PV01 analysis is complemented with 200-basis-points (bps) scenarios, which consist of the parallel shifts of 
the yield curves by shifting short-term rates and long-term rates for each individual currency. 

The impact of the curve with the maximal net gain or loss compared to a benchmark curve is then analyzed. 

The calculated negative effect on the net present economic value is reported as ICAAP-capital buffer for the bank’s interest-rate 
risk. As of December 31, 2010, this amount is EUR 26.47 million (2009: 28.04 million).

Determination of economic internal capital to be set aside to cover potential interest-rate risk in the banking book is based on a 
Historical Simulation method. Historical economic values of the current banking book are calculated by discounting the re-pricing 
gaps in each of the major currencies with historical month-end zero-coupon swap curves in pre-defined maturity buckets. Once 
historical economic values are obtained, an economic value change distribution is created using a rolling window of one year.



96

C
re

di
t E

ur
op

e 
Ba

nk
 N

V 
A

nn
ua

l R
ep

or
t 2

0
10

N
o

te
s 

to
 C

on
so

li
d

at
ed

 F
in

an
ci

al
 S

ta
te

m
en

ts

Notes to Consolidated Financial Statements

							       2010

						     Non-interest- 

						      bearing	  

	 Up to 1 month	 1–3 months	 3–6 months	 6–12 months 	 Over 1 year	 items(*)	 Total

Assets							     

Cash and balances at central banks	 1,163,650 	 -	 -	 -	 -	 71,275 	 1,234,925 

Financial assets designated at fair  

value through profit or loss	 4,092 	 38,649 	 4,318 	 34,893 	 60,600 	 789 	 143,341 

Financial investments	 129,090 	 342,077 	 38,079 	 433,831 	 470,872 	 418 	 1,414,367 

Loans and receivables - banks	 572,972 	 29,972 	 30,985 	 14,189 	 4,844 	 132,838 	 785,800 

Loans and receivables - customers	 1,663,072 	 1,162,820 	 504,684 	 676,729 	 1,769,389 	 76,838 	 5,853,532 

Tangible and intangible assets	 - 	 -	 -	 -	 -	 119,301 	 119,301 

Other assets	 1,508 	 46 	 115 	 -	 -	 450,176 	 451,845 

Total assets	 3,534,384	 1,573,564 	 578,181 	 1,159,642 	 2,305,705 	 851,635 	 10,003,111 
							     

Liabilities 							     

Due to banks	 730,272 	 156,099 	 42,273 	 90,147 	 69,268 	 26,228 	 1,114,287 

Due to customers	 3,075,197 	 1,012,839 	 398,384 	 357,600 	 1,691,829 	 649,304 	 7,185,153 

Issued debt securities 	 -	 -	 -	 3,819 	 297,460 	 -	 301,279 

Other liabilities	 7,575 	 2,193 	 4,867 	 711 	 1,525 	 416,484 	 433,355 

Total liabilities (excluding  

subordinated liabilities)	 3,813,044 	 1,171,131 	 445,524 	 452,277 	 2,060,082 	 1,092,016 	 9,034,074 

Subordinated liabilities	 40,315 	 101,307 	 -	 -	 94,556 	 -	 236,178 

Total liabilities 	 3,853,359 	 1,272,438 	 445,524 	 452,277 	 2,154,638 	 1,092,016 	 9,270,252 
							     

Off-balance interest-sensitivity gap	 94,542 	 (260,960)	 (197,512)	 (24,749)	 434,603 	 (992)	 44,932 

							     

Net gap	 (224,433)	 40,166 	 (64,855)	 682,616 	 585,670 	 (241,373)	 1,019,164

(*) Non-interest bearing items are not taken into account in the net gap.
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Notes to Consolidated Financial Statements

							        2009

						     Non-interest- 

						      bearing	  

	 Up to 1 month	 1–3 months	 3–6 months	 6–12 months 	 Over 1 year	 items(*)	 Total

Assets							     

Cash and balances at central banks	 1,596,422	 -	 -	 -	 -	 -	 1,596,422

Financial assets designated at fair  

value through profit or loss	 20,038	 33,396	 6,365	 238,203	 697,200	 528	 995,730

Financial investments	 81,559	 117,969	 118,006	 57,437	 732,538	 10,331	 1,117,840

Loans and receivables - banks	 374,577	 58,374	 14,710	 4,984	 15,225	 147,644	 615,514

Loans and receivables - customers	 1,387,383	 908,556	 693,587	 552,431	 1,388,986	 287,744	 5,218,687

Tangible and intangible assets	 -	 -	 -	 -	 -	 104,871	 104,871

Other assets	 163,970	 206	 -	 1,111	 329	 140,931	 306,547

Total assets	 3,623,949	 1,118,501	 832,668	 854,166	 2,834,278	 692,049	 9,955,611
							     

Liabilities 							     

Due to banks	 290,849	 115,543	 50,187	 781,832	 2,457	 76,317	 1,317,185

Due to customers	 3,251,026	 587,537	 490,285	 381,691	 2,299,904	 212,917	 7,223,360

Issued debt securities  

and other borrowed funds	 -	 84,212	 20,579	 -	 109,547	 -	 214,338

Other liabilities	 709	 -	 -	 -	 4,141	 334,302	 339,152

Total liabilities (excluding  

subordinated liabilities)	 3,542,584	 787,292	 561,051	 1,163,523	 2,416,049	 623,536	 9,094,035

Subordinated liabilities	 125,451	 98,039	 -	 -	 -	 -	 223,490

Total liabilities 	 3,668,035	 885,331	 561,051	 1,163,523	 2,416,049	 623,536	 9,317,525
							     

Off-balance interest-sensitivity gap	 165,590	 (14,557)	 (367,847)	 187,558	 -	 -	 (29,256)

							     

Net gap	 121,504	 218,613	 (96,230)	 (121,799)	 418,229	 68,513	 540,317

(*) Non-interest bearing items are not taken into account in the net gap.
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Notes to Consolidated Financial Statements

37.l.Currency risk 
The bank takes on exposure to effects of fluctuations in the prevailing foreign-currency-exchange rates on its financial position and 
cash flows.

The bank enters into foreign-currency forward transactions and swap transactions to decrease foreign-currency-position risk. 

The bank’s position limits on currency risk are determined according to the foreign-currency net-position standard ratio determined 
by the DNB. 

The bank has control limits for the positions of forward transactions, options and other similar agreements. The credit risk arising 
from these instruments is managed together with the risks resulting from market fluctuations. The bank monitors the risks of 
forward transactions, options and other similar agreements, reviews open positions with the ALCO and takes appropriate action 
where deemed necessary.

Consolidated subsidiaries and associates determine position limits related to currency risk as determined by local regulatory bodies. 
Subsidiaries established abroad conduct their operations in the currencies of the countries they are incorporated in. 

The result of structural foreign-exchange positions on the bank’s net investments in foreign subsidiaries and branches, together 
with any related net investment hedges (see note 11), is recognized in equity.

Foreign-exchange risk of the position held is calculated with VaR methodology and reported daily for the bank level and monthly on 
a consolidated level. The VaR limits and other market risks related issues are monitored by the Risk Management Department and 
discussed in weekly ALCO meetings. 

The currency position, taking off-balance sheet derivative transactions into account, is at insignificant levels as of December 31, 
2010 and December 31, 2009. The positions are taken in line with the bank’s risk-management policies. 
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Notes to Consolidated Financial Statements

Currency analysis for the year ended December 31, 2010:

	 EUR(*)	 USD	 CHF	 RON	 RUB	 UAH	 TRY	 Others	 Total

Cash and balances with central banks	 1,086,340 	 23,906 	 2,243 	 67,691 	 50,232 	 1,073 	 3,267 	 173 	 1,234,925 

Financial assets designated at fair  

value through profit or loss	 73,446 	 17,444 	 -	 790 	 -	 -	 51,661 	 -	 143,341 

Financial investments	 1,007,081 	 293,977 	 -	 58,985 	 25,750 	 28,574 	 -	 -	 1,414,367 

Loans and receivables - banks	 305,034 	 416,341 	 1,668 	 23,827 	 5,521 	 19,039 	 11,707 	 2,663 	 785,800 

Loans and receivables - customers	 2,147,169 	 1,990,345 	 326,989 	 230,870 	 927,243 	 29,254 	 192,264 	 9,398 	 5,853,532 

Derivative financial instruments	 92,497 	 17,229 	 93,184 	 1 	 2,431 	 -	 3,805 	 1,061 	 210,208 

Equity-accounted investments	 705 	 -	 -	 -	 -	 -	 -	 -	 705 

Property and equipment	 45,568 	 561 	 1,166 	 24,145 	 13,306 	 1,140 	 3,441 	 -	 89,327 

Goodwill and other intangible assets	 9,116 	 62 	 -	 7,708 	 8,438 	 295 	 4,355 	 -	 29,974 

Other assets	 109,573 	 40,885 	 192 	 46,090 	 26,029 	 3,516 	 14,627 	 20 	 240,932 

Total assets	 4,876,529 	2,800,750 	 425,442 	 460,107 	1,058,950 	 82,891 	 285,127 	 13,315 	 10,003,111 
									       

Due to banks	 768,224 	 137,228 	 267 	 8,024 	 137,091 	 -	 62,936 	 517 	 1,114,287 

Due to customers	 5,509,741 	 873,149 	 3,364 	 282,648 	 276,639 	 5,199 	 225,380 	 9,033 	 7,185,153 

Derivative financial instruments	 178,274 	 14,932 	 94,932 	 3,856 	 10,289 	 -	 9,470 	 1,059 	 312,812 

Issued debt securities	 -	 297,461 	 -	 -	 3,818 	 -	 -	 -	 301,279 

Other liabilities	 48,462 	 13,946 	 21,194 	 11,408 	 16,041 	 3,327 	 5,905 	 260 	 120,543 

Subordinated liabilities	 60,023 	 176,155 	 -	 -	 -	 -	 -	 -	 236,178 

Total liabilities	 6,564,724 	 1,512,871 	 119,757 	 305,936 	 443,878 	 8,526 	 303,691 	 10,869 	 9,270,252 

Net on-balance sheet position	 -	 1,287,879 	 305,685 	 154,171 	 615,072 	 74,365 	 (18,564)	 2,446 	 2,421,054 

Off-balance sheet net position	  -	 (1,275,182)	 (309,441)	 (174,296)	 (602,149)	 (76,416)	 23,057 	 (1,638)	 (2,416,065)

Net open position	  -	 12,697 	 (3,756)	 (20,125)	 12,923 	 (2,051)	 4,493 	 808 	 4,989

(*) Euros are not included in the total net position, since it is the bank’s functional currency.
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Notes to Consolidated Financial Statements

Currency analysis for the year ended December 31, 2009:

	 EUR(*)	 USD	 CHF	 RON	 RUB	 UAH	 TRY	 Others	 Total

Cash and balances with central banks	 1,431,189	 3,604	 329	 124,024	 31,764	 5,407	 -	 105	 1,596,422

Financial assets designated at fair  

value through profit or loss	 964,139	 24,515	 -	 528	 6,515	 -	 33	 -	 995,730

Financial investments	 332,738	 407,650	 -	 178,339	 169,836	 25,873	 -	 3,404	 1,117,840

Loans and receivables - banks	 427,353	 161,036	 2,260	 3,027	 12,280	 2,645	 2,040	 4,873	 615,514

Loans and receivables - customers	 2,373,017	 1,698,957	 184,935	 264,436	 627,377	 12,723	 37,751	 19,491	 5,218,687

Derivative financial instruments	 326,248	 (142,965)	 27,770	 (12,871)	 306	 -	 3,603	 175	 202,266

Equity-accounted investments	 125	 -	 -	 -	 -	 -	 -	 -	 125

Property and equipment	 40,828	 580	 1,188	 26,035	 11,719	 2,152	 -	 -	 82,502

Goodwill and other intangible assets	 6,298	 98	 -	 8,370	 7,182	 421	 -	 -	 22,369

Other assets	 12,228	 34,753	 233	 36,255	 18,147	 2,504	 34	 2	 104,156

Total assets	 5,914,163	 2,188,228	 216,715	 628,143	 885,126	 51,725	 43,461	 28,050	 9,955,611
									       

Due to banks	 1,011,321	 10,141	 240	 63,886	 231,193	 -	 47	 357	 1,317,185

Due to customers	 5,955,719	 803,412	 4,254	 270,041	 161,865	 4,349	 17,371	 6,349	 7,223,360

Derivative financial instruments	 (334,532)	 355,276	 174,824	 (10,222)	 8,929	 -	 4,343	 7	 198,625

Issued debt securities	 -	 211,373	 -	 -	 2,965	 -	 -	 -	 214,338

Other liabilities	 58,707	 39,328	 15,386	 16,057	 9,627	 1,274	 38	 110	 140,527

Subordinated liabilities	 60,895	 162,595	 -	 -	 -	 -	 -	 -	 223,490

Total liabilities	 6,752,110	 1,582,125	 194,704	 339,762	 414,579	 5,623	 21,799	 6,823	 9,317,525

Net on-balance sheet position	 -	 606,103	 22,011	 288,381	 470,547	 46,102	 21,662	 21,227	 1,476,033

Off-balance sheet net position	 -	 (643,073)	 (31,116)	 (285,387)	 (433,083)	 (36,814)	 (19,142)	 (24,218)	 (1,472,833)

Net open position	 -	 (36,970)	 (9,105)	 2,994	 37,464	 9,288	 2,520	 (2,991)	 3,200

(*) Euros are not included in the total net position, since it is the bank’s functional currency.
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Notes to Consolidated Financial Statements

38. Business Combinations
Under the share purchase and sale agreement agreements entered into on 9 February 2010, the bank acquired 95% of shares in 
Millennium Bank in Turkey at December 27, 2010, now rebranded to Fibabanka.

Based on its long-standing commercial network and expertise in Turkey, Credit Europe Bank has taken the decision to centralize its 
activities in this country, by way of incorporating a fully owned subsidiary.

	 Recognized	 Carrying

	 on acquisition	 value

Cash and balances at central banks	 43,970 	 43,970 

Financial assets designated at fair value through profit or loss and financial investments	 33,720	 33,720

Loans and receivables - banks	 44,184 	 44,184 

Loans and receivables – customers (gross)	 317,573	 317,573

Loans and receivables – customers (provisions)	 (4,829)	 (4,829)

Derivative financial instruments	   192 	   192 

Property and equipment	   3,579 	   3,579 

Goodwill and other intangible assets	   1,002 	   1,002 

Other assets	 13,522 	 13,522 

Total Assets	 452,913 	 452,913 

		

Due to banks	 78,382 	 78,382 

Due to customers	  304,582 	  304,582 

Derivative financial instruments	   7,233 	   7,233 

Other liabilities	   5,849 	   5,849 

Total Liabilities	 396,046 	 396,046 

		

Fair value of net assets	 56,867 	 56,867

Shares acquired	 95%	

Net assets acquired	 54,024 	

Acquisition cost	 57,388 	

License	   3,364 	

Commitments and contingencies	 38,586 	

Fibabanka has been fully consolidated including the profit and loss after the acquisition date (December 27, 2010). Accordingly, 
acquisition has EUR 48 affect on profit and loss as minority interest.
The acquisition costs in profit and loss statement is EUR 1,696 and is presented under other operating expenses.
The cash outflow on acquisition is as follows:

		  2010

Net cash acquired with subsidiary 		  43,970 

Cash paid		  57,388 

Net cash outflow									         13,418 
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Notes to Consolidated Financial Statements

39. Subsequent events
None.

40. List of subsidiaries

There are no significant restrictions on the ability of subsidiaries to transfer funds to the Parent Company in the form of cash 
dividends or to repay loans or advances.

Name	 Place	 Country		  Interest

			   2010	 2009

Credit Europe Bank (Dubai) Ltd	 Dubai	 United Arab Emirates	 100.00%	 100.00%

Credit Europe Bank (Suisse) SA 	 Geneva	 Switzerland	 100.00%	 100.00%

Credit Europe Leasing (Ukraine) LLC	 Kiev	 Ukraine	 100.00%	 100.00%

Stichting Credit Europe Custodian Services	 Amsterdam	 The Netherlands	 100.00%	 100.00%

Walton Maritime SA	 Marshall Islands	 Marshall Islands	 100.00%	 100.00%

Gosport Marine Inc.	 Marshall Islands	 Marshall Islands	 100.00%	 100.00%

Bell Maritime Corporation	 Marshall Islands	 Marshall Islands	 100.00%	 100.00%

PJSC Credit Europe Bank	 Kiev	 Ukraine	 99.99%	 99.99%

Credit Europe Leasing (Russia) LLC	 Moscow	 Russia	 98.4%	 98.4%

Credit Europe Bank (Romania) SA	 Bucharest	 Romania	 96.39%	 96.39%

Credit Europe Bank (Russia) Ltd	 Moscow	 Russia	 96.34%	 96.28%

Fibabanka A.Ş. 	 Istanbul	 Turkey	 95.0%	 -

Ikano Finance Holding BV	 Amsterdam	 The Netherlands	 50.0%	 -

Credit Europe Bank Consumer Finance SA	 Brussels	 Belgium	 -	 100.00%



Parent Company Financial Statements
As of and for the year ended  December 31, 2010

(Unless otherwise stated, all amounts are in thousands of euros)
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Statement of Financial Position

			   Notes	 2010	 2009

			 

Assets			 

			 

Cash and balances with central banks			   a	 1,061,633 	 1,413,527

Amount due from banks			   b	 1,641,403 	 1,409,383

Loans and advances to customers			   c	 2,739,536 	 2,665,900

Debt securities			   d	 1,013,356 	 1,930,684

- Trading				    895,813 	 1,073,409

- Available-for-sale				    36,955 	 415,117

- Held-to-maturity				    80,588 	 442,158

Derivatives			   e	 153,896 	 178,256

Investments in Bank companies			   f	 785,753 	 625,603 

Intangible assets			   g	 24,344 	 18,017 

Property and equipment			   h	 45,568 	 40,828 

Other assets			   i	 98,672 	 48,296 

Total assets				    7,564,161 	 8,330,494 

Liabilities 			 

Amounts due to banks			   j	 922,187 	 1,206,709 

Customer deposits			   k	 5,397,891 	 6,002,706 

Derivatives			   e	 241,872 	 184,642 

Other liabilities			   l	 55,256 	 91,831 

General provisions				    345 	 638 

Subordinated loans			   m	 236,178 	 223,490 

Total liabilities 				    6,853,729 	 7,710,016 
			 

Equity			 

Share capital 			   n	 429,500 	 399,500 

Share premium				    163,748 	 163,748 

Legal reserves				    39,385 	 (1,449)

Other reserves				    58,679 	 50,030 

Inappropriated result				    19,120 	 8,649 

Total equity				    710,432 	 620,478 

Total equity and liabilities				    7,564,161 	 8,330,494 
			 

Commitment and contingencies			   p	 548,872	 409,855 
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Statement of Profit & Loss

	 2010	 2009

Profit for the year of the Parent Company after taxes	 19,120 	 8,649

Profit for the year participating interests after taxes	 80,821 	 40,628

Profit for the year	 99,941 	 49,277
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Statement of Changes in Equity

			  Attributable to equity holders of the Parent Company	

		  Issued	 Share	 Legal	 Others	 Inappropriate	
		  capital	 premium	 reserves	 reserves	 results	 Total

At January 1, 2010		  399,500	 163,748	 (1,449)	 50,030	 8,649	 620,478

Net gains on available-for-sale financial assets		  -	 -	  (8,662)	 -	 -	 (8,662)

Foreign currency translation		  -	 -	      38,158 	 -   	 -   	      38,158 

Net gain on hedge of net investment		  -	 -	    (69,483)	 -   	 -   	    (69,483)

Total income and expense for the  

year recognized directly in equity		  -	 -	   (39,987)	 -   	 -   	    (39,987)
						    

Profit for the year		  -	 -	      80,821 	 -   	 19,120 	       99,941 

Issue of share capital		  30,000	 -	 -	 -	 -	 30,000

Transfer from retained earnings		  -	 -	 -	 8,649	 (8,649)	 -

Transfer from share premium		  -	 -	 -	 -	 -	 -

Dividends		  -	 -	 -	 -	 -	 -

At December 31, 2010		  429,500 	 163,748 	    39,385 	       58,679 	      19,120 	     710,432 
						    

At January 1, 2009		  399,500	 162,321	 29,370	 33,868	 22,967	 648,026

Net gains on available-for-sale financial assets		  -	 -	 7,884	 -	 -	 7,884

Foreign currency translation		  -	 -	 (22,838)	 -	 -	 (22,838)

Net gain on hedge of net investment		  -	 -	 (57,014)	 -	 -	 (57,014)

Addition to reserve on tangibles		  -	 -	 521	 -	 -	 521

Total income and expense for the  

year recognized directly in equity		  -	 -	 (71,447)	 -	 -	 (71,447)
						    

Profit for the year		  -	 -	 40,628	 -	 8,649	 49,277

Transfer from retained earnings		  -	 -	 -	 22,967	 (22,967)	 -

Transfer from share premium			   1,427	 -	 -	 -	 1,427

Dividends		  -	 -	 -	 (6,805)	 -	 (6,805)

At December 31, 2009		  399,500	 163,748	 (1,449)	 50,030	 8,649	 620,478
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Summary of Significant Accounting Policies

Basis of preparation

The Parent Company financial statements of Credit Europe Bank N.V. (CEB, the bank) have been prepared in accordance with 
accounting principles in the Netherlands as embodied in Part 9 of Book 2 of the Netherlands Civil Code. Based on article 2:362.8 
of the Netherlands Civil Code, the valuation principles applied are based on International Financial Reporting Standards (IFRS), as 
used for the preparation of the Consolidated Financial Statements of the bank.

The accounting policies that are used in the preparation of these separate financial statements are consistent with the accounting 
policies used in preparation of the Consolidated Financial Statements of the bank, as set out in those financial statements.

The additional accounting policies that are specific to the Parent Company Financial Statements of CEB are set out below.

Based on article 402 of Book 2 of the Netherlands Civil code, the Company’s notes are simplified.

Investment in subsidiaries
The Group companies are stated at their net asset value, determined on the basis of IFRS, as applied in the Consolidated Financial 
Statements of the bank. For details on the accounting policies applied for the Group companies, refer to the notes to the Consoli-
dated Financial Statements as shown earlier in this document.

Dividend income
Dividend income from investments in subsidiaries is recognized when the right to receive payment is established. 
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Notes to Financial Statements

A. Cash and balances at central banks
This item includes cash on hand and deposits with central banks in countries in which CEB has a presence.

	 2010	 2009

Cash on hand 	 74	 10

Balances at central bank	 1,061,559	 1,413,517

Total	 1,061,633	 1,413,527

Deposits at central banks include reserve deposits amounting to EUR 65,694 (2009: EUR 74,894), that represent the mandatory 
deposits and are not available in the CEB’s day-to-day operations. 

B. Amounts due from banks

	 2010	 2009

		
Loans and advances	 597,834	 600,891

Placement with other banks	 950,756	 801,388

Trading loans	 94,219	 18,433

Subtotal	 1,642,809	 1,420,712

		

Allowances for impairment	 (1,406)	 (11,329)

		

Total	 1,641,403	 1,409,383

Loans to and receivables from related companies amount to EUR 1,128,938 (2009: EUR 1,112,594). 
The amount that will not mature within one year is EUR 514,005 (2009: EUR 522,072).

C. Loans and advances to customers

	 2010	 2009

Commercial	 2,152,361	 2,011,123

Consumer	 616,081	 707,361

Subtotal 	 2,768,442	 2,718,484

		

Allowances for impairment	 (28,906)	 (52,584)

Total (*)	 2,739,536	 2,665,900

(*) None of these loans is subordinated.

Loans to and receivables from related companies amount to EUR 174,231 (2009: EUR 441,883).

No individual loan or receivable has terms and conditions that materially affect the amount, timing or certainty of the consolidated 
cash flows of CEB. 

Loans to customers do not include any amount related to receivables regarding securities that have been acquired in reverse repo 
transactions. 

As of December 31, 2010, EUR 1,666,616 (2009: EUR 1,222,055) of loans and advances to customers are not expected to mature 
within one year.
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Notes to Financial Statements

D. Debt securities

		   2010

	 Financial			    

	 assets held for	 Available for	 Held-to-maturity 

	 trading(*)	 sale(**)	 portfolio(***)	 Total

Bank bonds	 464,457	 36,860 	 53,488 	 554,805

Government bonds and T-Bills	 336,850	 75 	 10,937 	 347,862

Corporate bonds	 94,506	 20 	 16,163 	 110,689

				  

Total	 895,813	 36,955	 80,588	 1,013,356

		   2009

	 Financial			    

	 assets held for	 Available for	 Held-to-maturity 

	 trading(*)	 sale(**)	 portfolio(***)	 Total

Bank bonds	 384,878	 162,785	 295,473	 843,136

Government bonds and T-Bills	 688,531	 248,912	 74,028	 1,011,471

Corporate bonds	 -	 3,420	 72,657	 76,077

				  

Total	 1,073,409	 415,117	 442,158	 1,930,684

(*)	� EUR 887,997 of the total is listed securities (2009: EUR 273,243) and bank bonds issued by related companies amounting to EUR 7,816 (2009: 

EUR 88,191). The amount will not mature within one year is EUR 473,136 (2009: EUR 706,606).

(**)	� EUR 35,675 of the total is listed securities (2009: EUR 1,003,581) and EUR 1,280 is non-listed securities (2009: EUR 69,828). Gains and losses 

on changes in the fair value of trading instruments are recognized in ‘net trading income’. Bank bonds issued by related companies amount to EUR 

1,260 (2009: EUR 10,332). The amount will not mature within one year is EUR 36,955 (2009: EUR 394,190).

(***)	� As of 31 December 2010, there are no bank bonds issued by related companies (2009: EUR 50,545). The amount will not mature within one year is 

EUR 80,588 (2009: EUR 303,883).

E. Derivative financial instruments

In the ordinary course of business, CEB enters into various types of transactions that involve derivative financial instruments. A 
derivative financial instrument is a financial contract between two parties where payments are dependent upon movements in price 
in one or more underlying financial instruments, reference rates or indices. Derivative financial instruments include forwards, swaps, 
futures, credit default swaps and options.

The table below shows the fair values of derivative financial instruments, recorded as assets and liabilities, together with their no-
tional amounts. The notional amount, recorded gross, is the amount of a derivative’s underlying asset, reference rate or index, and 
is the basis on which changes in the value of derivatives are measured. The notional amounts indicate the volume of transactions 
outstanding at the year-end and are indicative of neither the market risk nor the credit risk.
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Trading and hedging portfolio derivative financial instruments:

Derivatives held for trading			   2010			   2009

	 Notional	 Fair values	 Fair values	 Notional	 Fair values	 Fair values
	 amounts	 – assets	 – liabilities	 amounts	 – assets	 – liabilities

Interest rate derivatives						    

Swaps	 455,818 	 422 	 344 	 1,267,739	 384 	 -

Futures	 -	 -	 -	 (556,800)	 2,775 	 -

Subtotal	 455,818 	 422 	 344 	 710,939	 3,159	 - 
						    

Currency derivatives						    

Swaps	 7,446,298 	 92,123	 147,639 	 7,115,605	 156,291	 153,916

Forwards	 172,266 	 1,729 	 2,168 	 679,652	 7,174	 6,192

Options (purchased)	 3,670,961 	 9,674 	 -	 1,158,553	 462	 -

Options (sold)	 (3,730,923)	 -	 9,450 	 (1,238,723)	 -	 (91)

Subtotal	 7,558,602 	 103,526 	 159,257 	 7,715,087	 163,927	 160,017
						    

Credit derivatives						    

Credit Default Swaps (purchased)	 183,843 	 3,055 	 4 	 224,471	 -	 2,613 

Credit Default Swaps (sold)	 (41,162)	  383 	        290 	 90,240	 144	 -

Subtotal	 142,681 	 3,438 	 294 	 314,711 	 144 	 2,613   
						    

Other derivatives						    

Equity options (purchased)	 609,170 	 17,164 	 -	 470,839 	 10,974 	 -   

Equity options (sold)	 (609,170)	 -	 17,164 	  (470,839)	 -   	 10,974 

Subtotal	 -	 17,164 	 17,164 	 -	 10,974 	 10,974 

Total derivatives	 8,157,101 	 124,550 	 177,059 	 8,740,737 	 178,204 	 173,604 

Derivative financial instruments held or issued for trading purposes: Most of the bank’s derivatives-trading activities relate to 
asset and liability management for the bank and deals with customers who are normally laid off with counterparties. The bank may 
also take positions with the expectation of profiting from favorable movements in prices or rates on indices. No hedge accounting 
has been applied.

Forwards and futures: Forwards and futures contracts are contractual agreements to buy or sell a specified financial instrument 
at a specific price and date in the future. Forwards are customized contracts transacted in the over-the-counter market. Future 
contracts are transacted in standardized amounts on regulated exchanges and are subject to daily cash-margin requirements.

Swaps: Swaps are contractual agreements between two parties to exchange movements in interest or foreign-currency rates and 
equity indices based on specified notional amounts.

Credit-default swap: A credit-default swap (CDS) is a swap designed to transfer the credit risk of fixed income products from one 
party to the other. It is an agreement between a protection buyer and a protection seller, whereby the buyer pays a periodic fee in 
return for a contingent payment by the seller upon a credit event (such as a certain default) happening in the reference entity.

Options: Options are contractual agreements that convey the right, but not the obligation for the purchaser, either to buy or sell a 
specific amount of a financial instrument at a fixed price, either at a fixed future date or at any time within a specified period.

Notes To Financial Statements
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Notes To Financial Statements

Derivatives held for risk management 
Fair value hedges
The bank uses forwards and swaps to hedge the cash flow risk 

The fair value of derivatives designated as fair value hedges are as follows:

			   2010			   2009

	 Notional		  Fair values	 Notional		  Fair values
	 amounts	 Assets	 Liabilities	 amounts	 Assets	 Liabilities

Instrument type:						    

Interest rate forwards and swaps	 508,645	            -	        15,208 	 -	 -   	 -   

Subtotal	 508,645	 -	 15,208	 -	 -	 -

Net investment hedges

The bank uses forward foreign-exchange contracts to hedge the foreign-currency-translation risk on its net investment in foreign 
subsidiaries.

The fair value of derivatives designated as net investment hedges are as follows:

			   2010			   2009

	 Notional		  Fair values	 Notional		  Fair values
	 amounts	 Assets	 Liabilities	 amounts	 Assets	 Liabilities

Instrument type:						    

Currency swaps	 1,195,500	 29,346 	 49,605 	 630,553	 52	 11,038

Subtotal	 1,195,500	 29,346	 49,605	 630,553	 52	 11,038

				    2010		  2009

				    Fair values		  Fair values
			   Assets	 Liabilities	 Assets	 Liabilities

Derivatives for				  

  held for trading			   124,550	 177,059	 178,204	 173,604

  fair value hedges				    15,208	 -	 -

  net investment hedges			   29,346	 49,605	 52	 11,038

			   153,896	 241,872	 178,256	 184,642
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F. Investments in Group companies

For 2010, the movement of participating interests in Group companies is as follows:

	 Balance at			   Results for	 Dividend	 Translation	 Intangible	 Balance at
	 1 January	 Additions	 Disposals	 the year	 paid	 difference	 assets	 31 December

Credit Europe Bank (Russia) Ltd	 281,440 	 (571)	     -   	 62,235 	  (15,324)	      15,945 	 (144)	 343,581 

Credit Europe (Romania) Bank SA	 177,573 	 (697)	     -   	  (2,249)	     -   	 (881)	     -   	 173,746 

Credit Europe (Suisse) Bank SA	 97,758 	 1,269 	     -   	 9,735 	     -   	      19,260 	     -   	 128,022 

PJSC Credit Europe Bank	 45,943 	   890 	     -   	 4,827 	     -   	        3,162 	     -   	 54.822

Fibabanka A.S.	             -   	 57,388 	             -   	  (905)	             -   	      (1,328)	  (3,364)	 51,791 

Credit Europe (Dubai) Ltd	 30,066 	     -   	     -   	 9,242 	     -   	        2,269 	     -   	 41,577 

Credit Europe Leasing (Russia) LLC 	 4,044 	     -   	     -   	        2,628 	     -   	   194 	     -   	        6,866 

Ikano Finance Holding BV	             -   	 580 	             -   	             -   	             -   	             -   	             -   	 580

Stichting Credit Europe Custodian Services	   125 	     -   	     -   	 -	     -   	     -   	     -   	   125 

Bell Maritime Corporation	             -   	             -   	             -   	  (377)	             -   	               3 	             -   	  (374)

Walton Maritime SA	 (925)	     -   	     -   	   208 	     -   	   187 	     -   	 (530)

Gosport Marine Inc.	 (559)	     -   	     -   	 (870)	     -   	   190 	     -   	  (1,239)

Credit Europe Leasing (Ukraine) LLC 	 (11,389)	     -   	     -   	 (969)	     -   	 (856)	     -   	  (13,214)

Credit Europe Bank Consumer Finance SA	 4,371 	     -   	  (4,371)	     -   	     -   	     -   	     -   	     -   

Herald Maritime Corporation	  (2,286)	     -   	        2,286 	     -   	     -   	     -   	     -   	     -   

Cavendish Shipping SA	 (558)	     -   	   558 	     -   	     -   	     -   	     -   	     -   

Total	 625,603 	    58,859 	  (1,527)	    83,505 	  (15,324)	    38,145 	     (3,508)	  785,753 

For 2009 the movement of participating interests in Group companies is as follows:

	 Balance at			   Results for	 Dividend	 Translation	 Intangible	 Balance at
	 1 January	 Additions	 Disposals	 the year	 paid	 difference	 assets	 31 December

Credit Europe Bank (Russia) Ltd	 267,677	 (7,484)	 -	 33,347	 -	 (10,818)	 (1,282)	 281,440

Credit Europe (Romania) Bank SA	 185,116	 6,880	 -	 (2,254)	 -	 (9,213)	 (2,956)	 177,573

Credit Europe (Suisse) Bank SA	 80,381	 9,414	 -	 7,750	 -	 213	 -	 97,758

PJSC Credit Europe Bank	 47,796	 (386)	 -	 942	 -	 (2,409)	 -	 45,943

Credit Europe (Dubai) Ltd	 21,648	 -	 -	 9,481	 -	 (1,063)	 -	 30,066

Credit Europe Bank Consumer Finance SA	 1,817	 -	 -	 2,554	 -	 -	 -	 4,371

Credit Europe Leasing (Russia) LLC	 -	 1,470	 -	 2,475	 -	 99	 -	 4,044

Stichting Credit Europe Custodian Services	 125	 -	 -	 -	 -	 -	 -	 125

Cavendish Shipping SA	 -	 1	 -	 (559)	 -	 -	 -	 (558)

Gosport Marine Inc.	 -	 1	 -	 (560)	 -	 -	 -	 (559)

Walton Maritime SA	 -	 1	 -	 (926)	 -	 -	 -	 (925)

Herald Maritime Corporation	 -	 1	 -	 (2,287)	 -	 -	 -	 (2,286)

Credit Europe Leasing (Ukraine) LLC 	 (6,753)	 -	 -	 (5,109)	 -	 473	 -	 (11,389)

	 597,807	 9,898	 -	 44,854	 -	 (22,718)	 (4,238)	 625,603

As at 31 December 2010, participating interest in Group companies included credit institutions of EUR 787,190 (2009: EUR 637,151).

Notes To Financial Statements
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Notes To Financial Statements

G. Intangible assets

The book value of intangibles is as follows:

		  Patents and	
	 Goodwill	 licenses 	 Total

Balance at January 1,2010	             11,719 	               6,298 	        18,017 

Other additions	               3,047 	        5,107 	        8,154 

Amortization	                     -   	      (1,827)	      (1,827)

Balance at December 31, 2010	            14,766 	      9,578 	    24,344 
			 
Balance at January 1,2009	               7,481 	 3,685	 11,166

Other additions	               4,238 	 6,532	 10,770

Amortization	                     -   	 (1,196)	 (1,196)

Disposals	                     -   	 (2,723)	 (2,723)

Balance at December 31, 2009	            11,719 	 6,298	 18,017

H. Property and equipment

The book value of property and equipment in 2010 and 2009 changed as follows: 

		  Furniture		  Leasehold				 

	 Buildings	 and fixtures	 Vehicles	 improvements	 Total

Balance at January 1, 2010	 36,078	 4,387	 65	 298	 40,828

Additions	 6,466	 193	 14	 94	 6,767

Disposals	 -	 (2)	 (33)	 -	 (35)

Depreciation	 (515)	 (1,293)	 (10)	 (174)	 (1,992)

Balance at December 31, 2010	 42,029	 3,285	 36	 218	 45,568

Balance at January 1, 2009	 30,977	 3,936	 64	 273	 35,250

Additions	 5,738	 1,489	 39	 128	 7,394

Disposals	 (114)	 (51)	 (10)	 (19)	 (194)

Depreciation	 (523)	 (987)	 (28)	 (84)	 (1,622)

Balance at December 31, 2009	 36,078	 4,387	 65	 298	 40,828

I. Other assets

	 2010	 2009

Receivables from DNB	 34,263	             -   

Current tax assets	 28,425	 9,683

Assets held for sale(*)	 25,388	             -   

Other receivables	 6,978	 27,671

Prepayments and advance payments to suppliers	 3,014	 4,009

Deferred tax assets	 312	 4,046

Other assets	 292	        2,887 

Total	 98,672	 48,296

(*) ‘Assets held for sale’ represents repossessed collateral (ie ships and (residential) real estate) when clients were not able to meet their payment obligations.

As of December 31, 2010, EUR 75,257 (2009: EUR 38,613) of other assets are not expected to mature within one year.
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J. Amounts due to banks

This item comprises amounts due to banking institutions.

	 2010	 2009

Time deposits	 579,838	 959,524

Current accounts	 188,851	 60,330

Syndication loan	 153,498	 186,855

Total	 922,187	 1,206,709

Deposits and current accounts of related companies amount to EUR 154,211 (2009: EUR 316,593). 
Amounts due to banks which is on demand is EUR 632,229 (2009: EUR 327,298)

K. Customer deposits

This item comprises amounts due to non-banking customers.

	 2010	 2009

Consumer deposits	 2,969,156	 3,414,603

Saving accounts	 1,852,422	 2,196,747

Corporate deposits	 354,710	 257,323

Current accounts	 221,603	 134,033

Total	 5,397,891	 6,002,706

As of December 31, 2010, EUR 1,698,067 (2009: EUR 2,012,822) of deposits from customers are expected to be settled more than 
12 months after the balance sheet date. 

As of December 31, 2010, the bank maintained customer deposit balances of EUR 299,653 (2009: EUR 139,713), which were 
blocked as collateral for loans and off-balance sheet credit instruments granted by the bank.

Deposits and current accounts of related companies amount to EUR 154 (2009: EUR 267).

L. Other liabilities

	 2010	 2009

Current tax liabilities 	 14,811	 -

Deferred payment liability under letters of credit(*)	 9,815	 38,604

Taxes other than income	 5,885	 9,277

Accrued expenses	 4,135	 14,639

Deferred tax liabilities	 1,510	 6,150

Other payables	 19,100	 23,161

Total	 55,256	 91,831

(*) Relates to deferred payments in relation to contractual agreements as set in letters of credit provided to or received from customers.

The amount will not mature within one year is EUR 40,445 (2009: EUR 51,625)

Notes To Financial Statements
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Notes To Financial Statements

M. Subordinated liabilities

Issued liabilities qualify as subordinated debt if claims by the holders are subordinated to all other current and future liabilities of 
CEB. This liability qualifies as capital, taking into account remaining maturities, for the purpose of determining the consolidated 
capital adequacy ratio for the Dutch Central Bank (De Nederlandsche Bank - DNB).

The following table analyses the subordinated liabilities:

				    2010	 2009

Principal amount 	 Original	 Opening	 Maturity	 Amount	 Amount

(millions)	 currency	 date	 date

125.81, 2	 USD	 April 26, 2007	 December 30, 2015	 94,169 	 87,714 

603	 EUR	 September 1, 2005	 September 1, 2015	 60,023 	 60,018 

21	 USD	 September 28, 2007	 September 28, 2017	 15,721 	 14,582 

204	 USD	 October 30, 2008	 October 30, 2018	 15,106 	 14,011 

33.75	 USD	 September 30, 2008	 September 30, 2018	 25,583 	 23,429 

33.75	 USD	 October 2, 2008	 October 2, 2018	 25,576 	 23,736 

Total				    236,178 	 223,490 

1	� The loan was converted from EUR 100 million to USD 125.8 million as of November 12, 2008 and it was early paid in June 30, 2010 and the bank issued a 

perpetual hybrid capital security with the same value date.
2	� The interest rate is US treasury benchmark rate plus a margin of 9.71% payable semi-annually in arrears on 30 June and 30 December of each year.
3	� The subordinated bond is listed on the Luxembourg stock exchange. Interest will be payable quarterly in arrears. The interest rate is Euribor plus 3.00% 

per annum until September 2010 and Euribor plus 3.50% per annum thereafter. 
4	 Interest rate is Libor plus 5% per annum until October 2013 and Libor plus 5.5% per annum thereafter.
5	� Interest rate is Libor plus 5% per annum until October 2013 and Libor plus 5.5% per annum thereafter. The decision to convert the loans of EUR 25 mil-

lion each to USD 33.7 million was agreed as of April 2, 2009.

The bank has not had any defaults on principal, interest or other breaches with respect to its subordinated liabilities during 2010 
and 2009.

N. Share capital 

The authorized share capital is EUR 429,500 (2009: EUR 399,500) and comprises 429,500 (2009: 399,500) ordinary shares 
with a face value of EUR 1.

The called-up and paid-in capital consists of 429.5 million (2009: 399.5 million) ordinary shares with a face value of EUR 1.

O. Legal reserves

Under Dutch GAAP, legal reserves are required in certain circumstance. The objective of these legal reserves is to protect the creditors 
(i.e. the bank is only allowed to pay out profits to its shareholders that it has realized or can realize when the bank wants to). Legal 
reserves only relate to the bank Financial Statements and are not applicable to the Consolidated Financial Statements. Profits of par-
ticipations cannot be paid out to the bank due to local legal requirements. 

For CEB, the following legal reserves are important: 
•	 Legal participations reserve 
•	 Legal currency translation differences reserve 
•	 Legal revaluation for AFS instruments reserve 
•	 Legal hedge accounting reserve 
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Notes To Financial Statements

S. Remuneration

Key management costs including remuneration and fees, for the year ended December 31, 2010 amounting to EUR 3,429 (2009: 
EUR 2,914). Pension plan contribution amount is EUR 153 (2009: EUR 117).

Amsterdam, May 16, 2011

Supervisory Board:	 Managing Board:
Maarten J. Hulshoff	 Murat Başbay
Hüsnü M. Özyeğin 	 Şenol Aloğlu	
Fevzi Bozer	 Umut Bayoğlu
F. Onur Umut	 Scott Cheung
Mehmet Güleşci	 Turhan Cemal Beriker
Murat Özyeğin	
Hector de Beaufort
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Proposed profit appropriation

The profit is appropriated pursuant to Article 31 of the Articles of Association of CEB; the relevant stipulations are as follows:
•	 The profits shall be at the disposal of the General Meeting of Shareholders.
•	 Dividends may be paid only up to an amount that does not exceed the distributable part of net assets.
•	 Dividends shall be paid after adoption of the annual accounts from which it appears that payment of dividends is permissible.
It is proposed to appropriate net profit pursuant to the Articles of Association, as follows:

Proposed profit appropriation		

Net profit		  99,941

Addition to retained earnings pursuant to Article 31 of the Articles of Association		  99,941

 

Other Information
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