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EU KM1:  Key metrics 

       

  a b c d e

All figures in ú million, unless otherwise stated31.12.2022 30.09.2022 30.06.2022 31.03.2022 31.12.2021

 Available own funds (amounts)      

1 Common Equity Tier 1 (CET1) capital 2,843 2,823 2,841 2,824 2,875

2 Tier 1 capital 3,141 3,121 3,139 3,122 3,173

3 Total capital 3,707 3,715 3,703 3,700 3,766

 Risk-weighted exposure amounts      

4 Total risk-weighted exposure amount 17,017 17,279 16,481 16,726 16,792

 Capital ratios  (as a percentage of risk-weighted exposure amount)      

5 Common Equity Tier 1 ratio (%) 16.7 16.3 17.2 16.9 17.1

6 Tier 1 ratio (%) 18.5 18.1 19.0 18.7 18.9

7 Total capital ratio (%) 21.8 21.5 22.5 22.1 22.4

 
Additional own funds requirements to address risks other than the 
risk of excessive leverage (as a percentage of risk-weighted exposure 
amount)

     

EU 7a
Additional own funds requirements to address risks other than the risk of 
excessive leverage (%)

2.5 2.5 2.5 2.5 2.5

EU 7b thereof: to be made up of CET1 capital (percentage points) 1.4 1.4 1.4 1.4 1.4

EU 7c thereof: to be made up of Tier 1 capital (percentage points) 1.9 1.9 1.9 1.9 1.9

EU 7d Total SREP own funds requirements (%) 10.5 10.5 10.5 10.5 10.5

 
Combined buffer and overall capital requirement 
(as a percentage of risk-weighted exposure amount)

     

8 Capital conservation buffer (%) 2.50 2.50 2.50 2.50 2.50

EU 8a
Conservation buffer due to macro-prudential or systemic 
risk identified at the level of a Member State (%)

- - - - -

9 Institution specific countercyclical capital buffer (%) 0.22 0.09 0.02 0.02 0.02

EU 9a Systemic risk buffer (%) - - - - -

10 Global Systemically Important Institution buffer (%) - - - - -

EU 10a Other Systemically Important Institution buffer (%) - - - - -

11 Combined buffer requirement (%) 2.72 2.59 2.52 2.52 2.52

EU 11a Overall capital requirements (%) 13.22 13.09 13.02 13.02 13.02

12 CET1 available after meeting the total SREP own funds requirements (%) 10.6 10.2 11.2 10.8 10.4

 Leverage ratio      

13 Total exposure measure 53,419 56,138 55,210 51,645 52,549

14 Leverage ratio (%) 5.9 5.6 5.7 6.0 6.0

 
Additional own funds requirements to address the risk of excessive 
leverage (as a percentage of total exposure measure)

     

EU 14a
Additional own funds requirements to address the risk of excessive lever-
age (%)

- - - - -

EU 14b thereof: to be made up of CET1 capital (percentage points) - - - - -

EU 14c Total SREP leverage ratio requirements (%) 3.0 3.0 3.0 3.1 3.1

 
Leverage ratio buffer and overall leverage ratio requirement 
(as a percentage of total exposure measure)

     

EU 14d Leverage ratio buffer requirement (%) - - - - -

EU 14e Overall leverage ratio requirements (%) 3.0 3.0 3.0 3.1 3.1

 Liquidity Coverage Ratio      

15
Total high-quality liquid assets (HQLA) 
(Weighted value - average)

5,588 5,784 5,837 5,961 5,808

EU 16a Cash outflows - Total weighted value 2,670 2,722 2,703 2,693 2,346

EU 16b Cash inflows - Total weighted value 339 303 292 323 370

16 Total net cash outflows (adjusted value) 2,331 2,419 2,411 2,368 1,978

17 Liquidity coverage ratio (%) 254 250 254 270 308

 Net Stable Funding Ratio      

18 Total available stable funding 40,584 43,379 44,293 48,602 49,781

19 Total required stable funding 36,655 38,798 38,887 40,986 42,030

20 NSFR ratio (%) 111 112 114 119 118
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Please note:  

The monetary values reported in pbb Groupôs Disclosure Report are stated in millions of euros, in accordance with Article 19 

no. 4 of Implementing Regulation (EU) 2021/637 (Pillar 3 framework). The figures have been rounded in line with standard 

commercial practice. Rounding means that the totals shown in the tables may differ slightly from the totals calculated by 

adding up the individual values shown. Individual values of less than ú 500,000 are generally not disclosed due to commercial 

rounding, instead shown as zero or as zero balances indicated by a hyphen. The principle of materiality pursuant to Article 

432 (1) of the CRR is observed when disclosing information.  

With regard to the CRR and CRD regulations, uncertainty remains as to how some of the regulations are to be interpreted, 

and the final versions of some of the related mandatory regulatory technical standards are still unavailable. As a result, 

Deutsche Pfandbriefbank AG (ñpbbò) will adjust its assumptions and models on an ongoing basis as its understanding and 

interpretation of the rules, and those of the sector as a whole, evolve. With this in mind, current CRR/CRD metrics cannot be 

comparable to previous expectations. CRR/CRD metrics may also not be comparable to metrics reported by competitors with 

similar designations, as their assumptions and estimates may differ from those of pbb.  

 



Contents 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Introduction 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 5 

Deutsche Pfandbriefbank (Ăpbbñ) 

Deutsche Pfandbriefbank Group (ñpbb Groupò) consists primarily of the parent entity Deutsche Pfandbriefbank AG (ñpbbò). 

pbb, which has its registered office in Munich/Garching, is a leading European specialist lender for commercial real estate 

finance and also for public investment finance, focusing on business eligible for inclusion in Pfandbrief cover. The geographic 

focus is on Europe and the US. It issues Mortgage Pfandbriefe, collateralised by real property liens, as well as Public Sector 

Pfandbriefe, collateralised by claims against the public sector, and, measured by outstanding volume, is one of the largest 

issuers of Pfandbriefe, which also makes it an important player in the European covered bond markets. In its core markets, 

pbb maintains a strong local presence for its clients, covering all functions of the financing process. Thanks to its loan struc-

turing expertise, its cross-border business approach, and cooperation with other financing partners, pbb is in a position to 

provide complex financings as well as cross-border transactions. The business model will be expanded to include Real Estate 

Investment Management in 2023. 

pbb is listed in the Prime Standard segment of the Regulated Market at the Frankfurt Stock Exchange. Its shares are included 

in the SDAX® index.  

pbb is classified as a significant supervised institution in a euro area member state under the Single Supervisory Mechanism 

(SSM), meaning that it is subject to direct supervision by the European Central Bank (ECB). pbb is not, however, classed as 

a Global Systemically Important Institution (G-SII). Disclosure pursuant to Article 441 of the CRR (Indicators of global systemic 

importance) is not relevant for pbb Group. 

Objective of the Disclosure Report  

As the parent company of the regulatory group of institutions, pbb (LEI code: DZZ47B9A52ZJ6LT6VV95) uses this Disclosure 

Report to implement the disclosure requirements pursuant to Part 8 of the Capital Requirements Regulation, Regulation (EU) 

2019/876 amending Regulation (EU) 575/2013, for pbb and its subordinated affiliated companies (pbb Group) as at 31 De-

cember 2022.  

Provisions on the disclosure requirements are set out in Articles 431 to 455 of the CRR; additional requirements can be found 

in section 26a (1) sentence 1 of the German Banking Act (Kreditwesengesetz ï ñKWGò). To comply with these disclosure 

requirements, pbb applies the uniform disclosure formats of the European Banking Authority (EBA) in accordance with Im-

plementing Regulation (EU) 2021/637 (Pillar 3 framework). Reporting currency is the euro. pbb is classed as a large institution 

pursuant to Article 4 (1) no. 146 of the CRR, meaning that it implements the frequency requirements pursuant to Article 433a 

of the CRR. This report generally covers the disclosure period from 30 September 2022 to 31 December 2022, although the 

reference period for certain tables and information may differ, depending on the relevant disclosure cycle pursuant to Article 

433a of the CRR. The reference reporting date for information to be disclosed only on an annual basis is 31 December 2021. 

The reference reporting date for information to be disclosed on a semi-annual basis is 30 June 2022.  

Unlike the Annual Report under commercial law, the Disclosure Report focuses primarily on the regulatory perspective. To-

gether with pbb Groupôs Annual Report, it gives the reader a comprehensive overview of pbb Groupôs current risk profile and 

risk management. In accordance with Article 433a (1) (a) of the CRR, this Disclosure Report especially includes information 

on:  

> pbb Groupôs regulatory and balance sheet structure (scope) 

> the principles of corporate governance 

> regulatory capital (own funds) and capital ratios  
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> regulatory capital (own funds) requirements and risk-weighted exposure amounts 

> debt and asset encumbrance 

> pbb Groupôs general risk management system (risk management objectives and policy) 

> risk management with regard to individual risk types.  

Institutions may, in accordance with Article 432 of the CRR, omit one or more items of information referred to in Part 8 Titles II 

and III of the CRR where the information provided by those disclosures is not regarded as material or those items include 

information that is regarded as proprietary or confidential. pbb has not made use of this option. 

The information pursuant to Article 450 of the CRR on the main features of pbb Groupôs remuneration policy and practices 

will be published as an appendix to this Disclosure Report on pbbôs website (www.pfandbriefbank.com) under Investors / 

Mandatory Publications / Disclosure Report in accordance with Part 8 of the CRR following completion of the 2022 remuner-

ation review, which is scheduled for the second quarter of 2023.   

Formal procedures and regulations to comply with disclosure requirements  

One major element for complying with the Pillar 3 disclosure requirements, apart from the Disclosure Report itself, is the 

written documentation of the procedures and regulations used in the course of the disclosure process. According to Article 

431 (3) of the CRR, pbb Group has thus adopted formal procedures and regulations designed to assure (adequate) compli-

ance with the disclosure requirements in accordance with the CRR, and has implemented and documented them in a Disclo-

sure Policy. This policy describes all material, inherent principles of disclosure in accordance with Part 8 of the CRR, e.g. the 

nature and scope of disclosure, including the use of disclosure waivers, the adequacy of information, the disclosure medium 

and disclosure deadlines, the frequency of publication, responsibilities and the integration of the disclosure process into 

internal bank processes and structures. The policy also contains directives on the regular verification of the adequacy and 

practicality of disclosure practices applied within pbb Group, as well as defined disclosure standards and processes. The 

Disclosure Policy is reviewed and aligned with current market requirements on a regular basis.   

As part of the disclosure process, pbb Group has established various control procedures which are used to check whether 

the data disclosed is complete, accurate and adequate. The procedures and regulations implemented for disclosure are also 

subject to regular monitoring by Internal Audit and review by the external auditors. The Disclosure Report itself is not audited 

by pbb Groupôs external auditors; therefore, the Pillar 3 disclosures in this report are not certified.  

The Disclosure Report is approved by the entire Management Board. An attestation issued by the Management Board pur-

suant to Article 431 (3) of the CRR can be found at the end of this Disclosure Report. 

Means of disclosure  

In accordance with Article 434 of the CRR, the Disclosure Report is published as a standalone report on pbbôs website 

(www.pfandbriefbank.com) under Investors / Mandatory Publications / Disclosure Report in accordance with Part 8 of the 

CRR. pbb informs the European Central Bank (ECB), Deutsche Bundesbank and the German Federal Financial Supervisory 

Authority (BaFin) of the date and medium of publication.  

Scope of application  

In accordance with Article 13 (1) of the CRR, the Disclosure Report includes the disclosure on the basis of the consolidated 

situation for pbb Group. Additional disclosure at individual institution level or on a sub-consolidated basis in accordance with 

Articles 6 and 13 of the CRR is not required for pbb as the ultimate parent institution of the regulatory group of institutions. 

pbb is itself an EU parent institution pursuant to Article 4 (1) no. 29 of the CRR.  

The basis is the scope of prudential consolidation pursuant to Articles 18 to 24 of the CRR. There are no differences between 

the scope of prudential consolidation and the accounting scope of consolidation for pbbôs consolidated financial statements 

(IFRS) as at the disclosure date. Disclosure on the basis of the consolidated situation requires that business relationships 
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within pbb Group are offset and that intra-group transactions are eliminated. The regulatory values and indicators are calcu-

lated on the basis of the International Financial Reporting Standards (IFRS) and the International Accounting Standards (IAS).  

Waiver pursuant to the CRR  

In the 2022 financial year, as in the previous year, pbb made use of the relief provided by the waiver pursuant to Article 7 (3) 

of the CRR. Pursuant to a decision made by the European Central Bank (ECB), pbb, as the supervised parent entity of pbb 

Group, is permitted to include certain prudential requirements only on a consolidated group basis and not on an individual 

institution level.  

pbb continues to meet the requirements set out in Article 7 (3) of the CRR:  

> There is no current or foreseen material practical or legal impediment within pbb Group to the prompt transfer 

of own funds or repayment of liabilities to the parent institution (pbb). The company that is key to pbb Groupôs 

financial stability, pbb, has its registered office in Germany. pbb is also pbb Groupôs only credit institution. pbbôs 

stake in those subsidiaries consolidated for prudential purposes regularly exceeds 50% of the voting rights 

(100% at one subsidiary and 71.43% in the case of CAPVERIANT GmbH). pbb has a controlling influence over 

each subsidiary. In addition, a formal intra-group decision-making process for the transfer of own funds between 

pbb as the parent entity and superordinate institution of pbb Group and the subsidiaries enables prompt trans-

fer. As in the previous year, there were no transfers of own funds or repayments of liabilities as defined by 

Article 7 (1) (a) of the CRR in the 2022 reporting year. 

 

> pbb Group has an integrated risk management system that encompasses the entire Group and includes pbb 

and its subsidiaries that are included in the scope of prudential consolidation of pbb Group. pbbôs Management 

Board is responsible for the risk management system and makes decisions on the strategies and key issues 

relating to risk management and risk organisation. The principles, methods and processes that make up pbb 

Groupôs risk management system are defined centrally by pbb and are applied within pbb Group (subject to the 

implementation required under company law and any necessary modifications at the level of individual group 

companies). pbb employees are involved in all decision-making bodies of pbb Group companies as members 

of the companiesô executive bodies, enabling sufficient involvement in all strategic decisions of pbb Group. This 

also allows risk appetite and risk management to be addressed in a uniform manner across all pbb Group 

companies. pbb also has a Risk Control unit which is responsible for the uniform application of risk management 

within pbb Group, thereby ensuring that risk measurement procedures and risk reporting are uniform, and that 

risk indicators are comparable, within pbb Group.   

In addition, and as in the previous year, pbb made use of a waiver granted by the ECB pursuant to section 2a (2) of the KWG 

in the 2022 financial year. This waiver means that pbb is exempt, at individual institutional level, from applying the require-

ments set out in section 25a (1) sentence 3 nos. 1, 2 and 3 (b) and (c) of the KWG with regard to the risk control function for 

the management of risks, with the exception of the liquidity risk. The requirements for applying the waiver set out in Article 

7 (3) of the CRR are met: there is no current or foreseen material practical or legal impediment to the prompt transfer of own 

funds or repayment of liabilities to the parent institution in a member state. The risk evaluation, measurement and control 

procedures relevant for consolidated supervision cover the parent institution in a member state. 

pbb Group has not made use of individual consolidation in accordance with Article 9 of the CRR.  
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Organisational and legal structure  
This chapter contains information on the legal and organisational structure of pbb Group pursuant to section 26a (1) sen-

tence 1 of the KWG and, within this context, on the key criteria of pbb Groupôs business model and strategy, strategic focus 

and management system. 

pbb Group consists primarily of the parent entity pbb. At the same time, in accordance with Article 4 (1) of the CRR, pbb is 

the parent company of the regulatory group as defined in section 10a of the KWG in conjunction with Articles 11 et seqq. of 

the CRR, meaning that it is responsible for meeting the regulatory disclosure requirements. pbb is a public limited company 

(Aktiengesellschaft) under German law, registered in the commercial register of the Local Court (Amtsgericht) of Munich, 

Germany (HRB 41054). 

pbbôs headquarters are located in Garching, near Munich. The address of the principal place of business is Parkring 28, 

85748 Garching, Germany. pbb also has offices at four locations across Germany (Eschborn, Dusseldorf, Hamburg and 

Berlin). Outside Germany, pbb has branch offices in London, Madrid, Paris and Stockholm, as well as a representative office 

in New York City. pbb Group operates the vast majority of its international financing activities from these locations.  

Business model  

During the 2022 financial year, the strategic business segments of pbb Group were Real Estate Finance (REF), supplemented 

by Public Investment Finance (PIF); the focus is on business eligible for inclusion in Pfandbrief cover. pbb plans to combine 

the PIF business segment with the Value Portfolio segment during the 2023 financial year, to create a Non-Core Unit that 

bundles the Groupôs non-strategic business activities. On another front, the business model will be expanded to include Real 

Estate Investment Management in 2023. The geographic focus is on Europe and the US. pbbôs significant European core 

markets are Germany, France, the United Kingdom, the Nordic countries, selected Central and Eastern European countries, 

Spain and the Benelux countries. In the US, pbb currently focuses on the metropolitan areas of New York, Washington D.C., 

Boston, Chicago, San Francisco, Seattle and Los Angeles, with the potential to add Denver and Austin going forward. 

Lending is pbbôs core business: it plays an important role in this area, supplying credit to the real estate sector and supporting 

the public sector on selective project financings for the provision and improvement of public infrastructure. In the context of 

enshrining ESG concepts in its business model, multi-year planning and portfolio management, pbb has further intensified its 

Green Loan Programme. Accordingly, the Bank will further increase the share of green loans in new business ï with a view 

towards financing not only green properties but also the transformation of existing properties. pbb focuses in particular on 

primary client business and syndications. Besides traditional financing solutions tailored to clientsô needs, pbb offers its clients 

derivative products for hedging risks associated with lending. pbb does not maintain a trading book for securities or derivatives 

portfolios held to realise short-term gains.  

In the lending business, pbb either acts as a sole lender or, particularly for large-volume transactions, cooperates with financ-

ing partners from its wide network of banks and other partners, including insurance companies, pension funds and private 

equity firms. In this syndicate business, when acting as an arranger, pbb takes over the complete coordination between the 

syndicate members and the borrower or, in the role of an agent, deals with tasks related to the management of syndicated 

loans.  

In addition, pbb acts as an underwriter, providing financing to borrowers as a sole lender or together with other market par-

ticipants, and then selling parts of such loans to interested partners within the scope of syndications. 

Scope of application  
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In December 2022, pbb announced its intention to expand the business model to include the new area of Real Estate Invest-

ment Management. By expanding into Real Estate Investment Management, pbb continues to diversify its business model 

and aims to tap new sources of income. The plan is to create the prerequisites for the launch of a debut open-ended real 

estate special investment fund during the first half of 2023. Moreover, the Bank is exploring cooperations with other market 

participants. The new Real Estate Investment Management division is set to operate as an independent unit from 2024 

onwards; up until then, income and expenses will be reported in the REF segment. 

Following the orderly Brexit (and the subsequent transitional period), pbb has submitted an application to the UK Financial 

Conduct Authority (FCA) for authorisation to continue conducting business in the United Kingdom after expiry of the so-called 

Temporary Permissions Regime. pbb assumes that the FCA will grant this authorisation during the 2023 financial year. 

pbbôs subsidiary CAPVERIANT GmbH (ñCAPVERIANTò) operates a digital platform that brings together public-sector bor-

rowers and institutional investors within the scope of pbb Groupôs digitalisation strategy. In addition to its loan brokerage 

licence according to the German Trade Code (Gewerbeordnung ï ñGewOò), CAPVERIANT was granted the licence to operate 

as an investment firm (offering investment broking and investment advice) by BaFin in spring 2022, and is now authorised to 

broker financial instruments, including more complex loans. To date, volumes transacted via the platform have failed to match 

expectations.  

Strategic portfolios   

In Commercial Real Estate Finance, pbb's range of services is targeted primarily at professional real estate investors (both 

national and international) such as real estate companies, institutional investors, real estate funds as well as ï particularly in 

Germany ï SMEs and clients with a regional focus on Germany. pbb targets complex transactions with medium-sized to 

larger financing volumes. Financed objects mainly involve office buildings, properties for residential use, retail and logistics 

properties. Other proper-ty types are financed as portfolio additions. pbb is once again considering financing retirement and 

nursery homes in Germany. The regional focus is on the core markets eligible for inclusion in Pfandbrief cover in Europe and 

in certain US metropolitan areas, where pbb offers both local and cross-border financing expertise. A majority of the loans 

granted are investment financings, i.e. loans for the acquisition or follow-up financing of existing properties generating cash 

flows. Development financings (including for residential real estate in Germany) are of complementary significance. 

In Public Investment Finance, pbb exploits opportunities to finance projects eligible for inclusion in Pfandbrief cover, for the 

provision and improvement of public infrastructure. Clients in this segment include regional or provincial governments, mu-

nicipalities, urban development companies, and publicly-owned hospitals ï as well as investment or real estate holding com-

panies. Additionally, pbb pursues public/private partnerships and other structured transactions. The regional focus in primary 

new business is on France. This segment is complemented by purchasing bonds of European issuers, in particular for cover 

pool and liquidity management purposes. pbb did not transact any business in this segment during 2022.  

Aiming to further sharpen the focus on its core Commercial Real Estate Finance business, pbb plans to combine the Public 

Investment Finance segment and the Value Portfolio (described below) to create a Non-Core Unit that bundles the Groupôs 

non-strategic business activities. The objective is to optimise the balance sheet structure, and to continue the value-preserv-

ing reduction of segments, taking opportunistic options for accelerating this exercise into consideration.  

Value Portfolio  

The Value Portfolio (VP) consists almost entirely of existing financings to the public sector which are not linked to specific 

projects (budget financing). pbb does not originate any new business in this area. The portfolio is primarily refinanced at 

matched maturities. It generates interest income, and matures in accordance with the underlying fixed terms. If and when 

economically feasible, pbb also uses portfolio or individual asset sales to bring about a more rapid reduction. pbb plans to 

combine this segment with the Public Investment Finance segment, to form a Non-Core Unit.  
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Consolidation & Adjustment (C&A) 

IFRS 8.28 stipulates that an entity shall provide reconciliations of the reportable segmentsô profit/loss, assets/liabilities etc. to 

the respective items in the consolidated financial statements. At pbb Group, this reconciliation is carried out in the C&A 

column and does not comprise any operating business. For example, this column includes consolidation items arising from 

the elimination of intra-group relationships between pbb and its fully-consolidated subsidiaries, or between the fully-consoli-

dated subsidiaries themselves (to a minor extent).   

Funding  

Loans are largely funded using matching maturities and primarily via the Pfandbrief market, supplemented with unsecured 

funding. Issues are regularly placed on the international capital markets in benchmark format, and via private placements. 

pbb structures private placements as bearer or registered securities in accordance with investorsô requirements, or in the 

form of fixed-rate deposits ï meaning that term and interest structure can be negotiated on an individual basis. In line with 

the lending business, issues are predominantly conducted in euros; pbb prefers to refinance any lending in the US, the UK 

and Sweden directly in the respective currency. Foreign exchange swaps are thus avoided as far as possible, reducing the 

need for excess Pfandbrief cover to be funded on an unhedged basis.  

pbb is one of the largest issuers of Mortgage Pfandbriefe and Public Sector Pfandbriefe (measured by outstanding volume ï 

source: Association of German Pfandbrief Banks). 

The main vehicles used for unsecured funding are promissory notes, bearer bonds, and fixed-rate deposits as senior-pre-

ferred issues. 

Banks, funds and insurance companies, but also central banks and government funds, are investors in debt instruments. In 

this segment, pbbôs particular strategic focus is on developing its funding franchise, with the objective of further diversifying 

and expanding its investor base. The Bank has been issuing green bonds since the beginning of 2021, offering an investment 

opportunity for investors applying sustainability requirements. 

In addition, the Bank is active in the retail deposit-taking business with private investors in Germany. Via its online platform 

(pbb-direkt.com) as well as through third-party providers, pbb offers overnight and fixed-term deposits denominated in euros 

and US dollars.  

Regarding measures provided by the European Central Bank (ECB), pbb participated in the ECBôs targeted longer-term 

refinancing operations (TLTRO III) in 2020 and 2021 due to the attractive conditions offered. With the ECBôs decision dated 

27 October 2022, conditions have been adjusted and have lost a lot of their future appeal.  

Strategic focus  

pbb Groupôs strategy focuses on continued, value-creating business success. Crucial success factors are the assessment 

and appropriate pricing of credit risk in the lending business on the one hand, and the access to funding markets at adequate 

terms on the other. Managing the existing portfolio ï so as to identify changing risks at an early stage and mitigate them by 

taking appropriate measures ï is another important factor. 

The Management Board of pbb has committed itself to further strengthening Group profitability in the financial years 2023 to 

2025, consistent with the Bankôs profile as a dividend stock. Strategically, the focus concerning income lies particularly on 

the aforementioned business activities in the REF core segment. The Group aims to further boost profitability by expanding 

the product range, including the new Real Estate Investment Management division which is being set up, while strictly adher-

ing to cost targets. 

Its risk-conservative approach remains the cornerstone of pbbôs core business as well as the new strategic initiatives, based 

on pbbôs expertise in its markets. Within its strategic planning, pbb examines, plans and implements measures ï in order to 

improve and grow, based on expertise in its core business, and in order to be prepared for existing and expected challenges. 
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Ultimately, the common objective of these strategic measures is to sustainably strengthen the business model and make a 

positive contribution to profitability. 

Specifically, this entails responding to changing market parameters and outlooks, e.g. by taking measures to broaden the 

Bankôs range of funding sources. pbb consciously continues to analyse and implement business options alongside senior 

lending on CRE markets. Certain measures taken (e.g. within the scope of digitalisation) are intended to tackle general cost 

inflation whilst pbb continues to invest into its long-term strategic development. 

Specifically, pbb plans to launch new products, to extend the US business, and to grant more green loans, maintaining its 

focus on top locations. 

By expanding into Real Estate Investment Management, pbb is consistently pursuing the diversification of its business model. 

The new division is set to increase potential for growth, boosting the Bankôs earnings power ï whilst strictly adhering to cost 

targets. Leveraging its extensive market expertise, global presence and superior risk competency, the Bank intends to bring 

attractive real estate investment products to the market for institutional investors. The plan is to create the prerequisites for 

the launch of a debut open-ended real estate special investment fund during the first half of 2023. Moreover, the Bank is 

exploring cooperations with other market participants. The Real Estate Investment Management division will operate as an 

independent unit within the Bank. 

In 2021, pbb launched a comprehensive ESG programme to address new regulatory requirements, and to capture market 

opportunities and risks arising in the context of ESG. This programme encompasses all ESG topics that are relevant to pbb 

in projects and working groups. With specific regard to sustainability, which forms an essential element of the ESG Pro-

gramme (including green finance), environmental sustainability issues will be reviewed in relation to the business activities 

(lending with green loans and refinancing with green bonds in particular, based on an in-house scoring model) as well as to 

operations. As part of the ESG operationalisation process, pbb has started passing ESG topics already developed on to the 

relevant departments for integration into standard processes. The Bank has also established ESG teams within the divisions, 

as well as an ESG Office. ESG is seen as a Bank-wide task: instead of managing ESG aspects through a centralised ESG 

division, individual topics are continuously handed over to regular processes as soon as this is feasible. In this context, the 

ESG Office serves as a central coordinator preparing the handover of change topics to current operations. The need to 

transform the real economy and the real estate industry creates tasks, business potential and challenges arising from the 

substantial investment requirements of our clients. In future, pbb Group aims to act not only primarily as a capital provider, 

but also as a transformation partner for its clients and the commercial real estate industry. With this in mind, pbb Group has 

set itself the goal of understanding both the opportunities and challenges facing its clients - in the context of sustainability and 

the associated pressure to transform - in line with its strategic client orientation, and of supporting clients as an active partner 

in the transformation process, also making use of pbbôs extensive network as well as its proprietary ESG Analytics tool. This 

includes providing support for financing the acquisition of green properties and green developments, but in particular trans-

formation projects such as refurbishment work on existing buildings, with the associated improvements to energy efficiency. 

The ñgreen loanò and the ñtransition loanò were established for this as an important basis and have been available to clients 

as new products since 2021. Equally relevant in this context is transparency for the existing portfolio. Significant improve-

ments were achieved in 2022 through an all-out, ex-post data capture process in the REF portfolio. 

pbb has expressly undertaken to adhere to the Paris Climate Agreement, which targets a limitation of global warming to 1.5 

degrees compared to the pre-industrial age. Accordingly, the Bank is working to align its credit portfolios and its operations 

to the 1.5-degree target: with the goal of achieving this by 2050, pbb has set itself a fundamental long-term climate target 

against which the Bank will be strategically managed. A corresponding approach for portfolio and new business management 

will be established on this basis, going forwards. In addition, pbb is evaluating further targets stipulated by the Paris climate 

accord ï as well as measures derived therefrom ï which relate to further sustainability aspects regarding social matters. 

Specific measures will be taken to back up the stated ambition. The focus is on meeting all common client needs in the 

context of sustainability and sustainable financial solutions. Where pbb Group has a chance to set itself apart from its peers 

by offering selected additional products and services, it takes a proactive approach to examining their introduction. To achieve 

this, pbb intends to expand its internal expertise in the real estate arena, as well as property scoring and potential analysis, 

and complementing it by entering into targeted use partnerships. 
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Economic aspects (such as securing long-term income streams) and ecological considerations (such as the type of heating, 

building materials) all play an important role for the financing of commercial building projects. Taking ESG aspects into ac-

count not only makes a positive contribution to the overarching sustainability targets, but also serves to help avoid ESG/ 

sustainability risks in the business model. Against this background, pbb Group is consistently increasing the share of sustain-

able financings in the REF portfolio and continues to pursue the selection process in this portfolio. pbb has defined specific 

indicators and targets for the active and strategic management of its assets. By 2026, pbb is planning that assets eligible for 

green loan financing will account for 30% of the REF portfolio (based on the requirements set out in pbbôs Green Loan 

Framework).  

To meet ppb Groupôs responsibility as a transformation partner and the expectations of its stakeholders, pbb Group concerns 

itself intensively with the topic of sustainability, also within the Company itself. As part of a regularly conducted materiality 

analysis, the most relevant sustainability topics are identified and corresponding targets and measures derived from it. Be-

sides industry-specific aspects, such as the role of pbb Group as a transformation partner and the long-term transformation 

of the business portfolio and business operations, pbb Group pays special attention to strong corporate governance, social 

issues and its employees.  

As a company with global operations, pbb Group is fully committed to respecting, upholding and strengthening human rights 

and to preventing abuses thereof. The Human Rights Policy and the Code of Conduct determine a corresponding framework. 

pbb has been a participant of the UN Global Compact since February 2022, committing itself to the ten universal principles 

in the areas of human rights, labour, environmental protection and anti-corruption. As part of this commitment, pbb published 

its first Communication of Progress in April 2022.  

pbb Group also intends to further advance its digital transformation. The approach chosen for this comprises three main 

thrusts; focusing on further development of client interfaces, enhancing process efficiency, and on exploring new sources of 

income. Our Client Portal, providing a digital interface with our clients, has been in operation since 2021.  

As a next step, pbb is now working on the digitalisation of client and loan processes; the aim is to create a modular system 

with a consistent workflow that is efficient and improves transparency, not least for the Bankôs clients. SAP Fioneer, the 

specialist software developer for financial services providers, has joined forces with pbb as a strategic partner in the devel-

opment of a digital Credit Workplace. The first version of this solution will be focused on commercial real estate finance. The 

digital Credit Workplace will support both new business origination and existing exposure management in the front and back 

offices, whilst further optimising existing processes and enhancing process scalability. 

Moreover, the Management Board and Supervisory Board have resolved to maintain the dividend policy communicated to 

date, which provides for distribution of a regular dividend of 50% plus a special dividend of 25% for the financial years 2023 

through 2025, subject to slight adjustments. The payout ratio is based on consolidated net income attributable to ordinary 

shareholders after taxes and the AT1 coupon in line with International Financial Reporting Standards (IFRS). 

As a rule, distributions are made subject to and depending upon economic viability, macroeconomic and sector-specific risks, 

including ESG risks, along with existing and anticipated regulatory requirements and future growth and investment plans. A 

CET1 ratio of at least 14.0% is seen as an adequate benchmark for special distributions, especially in the context of the 

current geopolitical, macroeconomic and sector-specific uncertainty. 

pbb continues to strive for a long-term stable payout ratio, which it will review on a regular basis. 

Further-reaching, longer-term strategic measures 

Within its strategic planning, pbb examines, plans and implements measures ï in order to improve and grow, based on 

expertise in its core business, and in order to be prepared for existing and expected challenges as well as changing market 

parameters and forecasts. For this purpose, pbb has consistently expanded its existing strategic initiatives, setting out details 

and defining further specific objectives as a foundation. The goals for the financial years 2023 to 2025 are unchanged: 

a sustainable increase in Group profitability, and a sharper profile for the pbb share as a dividend stock. Its risk-conservative 

approach remains the cornerstone of pbbôs core business as well as the new strategic initiatives, based on pbbôs expertise 

in its markets.  



Scope of application 

Organisational and legal structure 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 13 

The objective of these further-reaching measures is to increase pbbôs return on CET1 capital by 2026. By maintaining pbbôs 

conservative risk profile, together with a solid capitalisation and preserving the Bankôs traditional, strong cost discipline, the 

objectives are set to be reached by the year 2026.  

Specifically, the measures provide for analysis and implementation of business options ï deliberately besides senior lending 

on CRE markets. Furthermore, pbb will focus on expanding the capital-light commission-based business and on the continued 

evolution of pbb into the leading bank for green transformation in the commercial real estate finance business. Beyond this, 

pbb plans to further sharpen the focus on its core Commercial Real Estate Finance business, by combining the Public Invest-

ment Finance and Value Portfolio segments to form a Non-Core Unit. The Bank also aims to further diversify its range of 

funding sources.  

pbb plans to build on its expertise and strong capital base in the core strategic Real Estate Finance business with the aim of 

in-creasing financing volumes between now and 2026 whilst continuing to improve margins. Amongst other measures, this 

will be achieved through strict management of individual transactions. Within this framework, and given the prevailing market 

environment, pbb wants to actively exploit any opportunities arising across the entire commercial real estate markets, based 

on the Bankôs existing strategy. At the same time, pbb strives for further geographic diversification into higher-margin market 

segments such as the US, the UK or (on a selective basis) the CEE countries, with an enhanced focus on higher-margin 

product types combined with green financings (e.g. for developments). In this exercise, pbb is determined to preserve its 

conservative risk profile, remaining within its typical range of risk. 

The Bank is pursuing two approaches to diversify its business model and expand capital-light commission-based business: 

firstly, the new Real Estate Investment Management division is being set up, and secondly, a new originate-to-distribute 

platform is being created in order to further grow the business with institutional investors. Based on investorsô needs, pbb is 

looking to use its existing market access to originate CRE financings and to place them in the desired formats. 

On the funding side, pbb is planning to make an important step towards increasing profitability by expanding its funding base. 

Early strategic decisions made in the deposit-taking business are increasingly bearing fruit: the volume of retail deposits 

increased significantly in 2022 ï following the turnaround in interest rates. pbb is determined to continue exploiting this posi-

tive momentum. 

Whilst capital expenditure will rise in 2023 due to various growth initiatives, the Bank wants to maintain its strict cost discipline. 

pbb considers 2023 to be a year of investment into strategic growth initiatives, looking for first successes to become visible 

in 2024 and 2025. The Bank plans to achieve its ambitions by 2026: by then, pbb is looking to operate on a sustainably higher 

profitability level which provides the basis for further growth, creating economies of scale.  

Internal management system  

pbb Group has established an internal management system aimed at sustainably enhancing the Groupôs value, whilst taking 

into account risks and regulatory requirements. Key objective is a balanced risk/return ratio. Risks should be compatible with 

external and internal risk-bearing capacity guidelines and generate an adequate return on capital employed.  

Management and measurement are based on a consistent and integrated key performance indicator system (KPI system) 

comprised of the following dimensions: profitability, growth in commercial real estate finance, risk mitigation and pbb Groupôs 

capitalisation. Management performs regular plan/actual comparisons, including relevant analyses, to identify the source of 

deviations on KPI level. Current market developments, such as potential macroeconomic scenarios or changed interest rate 

levels, are also part of these analyses. The Bank further relies on regular medium-term projections of profitability indicators 

and (stress) scenario calculations, alongside strategic planning for the Bank as a whole, to ensure that management is pro-

vided with a comprehensive overview of the Bankôs future performance. 
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For 2023, pbb Group has changed the definition of one of its financial performance indicators: in future, the key performance 

indicator for profitability will be the CET1 return on invested capital after taxes instead of the return on equity after taxes.  

CET1 return on invested capital after taxes  

CET1 return on invested capital after taxes is defined as net income after taxes attributable to shareholders after deducting 

the AT1 coupon, relative to the average regulatory CET1 capital available in the financial year. In the past, the reference 

value for profit after tax attributable to shareholders after deducting the AT1 coupon was the average IFRS equity available 

during the financial year, excluding accumulated other comprehensive income from (expiring) cash flow hedges and from 

financial assets measured at fair value through other comprehensive income, as well as excluding additional equity instru-

ments (AT1 capital) and non-controlling interests. This change reflects the importance of the regulatory CET1 capital as a 

key performance indicator. The newly-defined financial performance indicator is thus in line with the CET1 ratio as the key 

performance indicator for capital adequacy. 

The other financial performance indicators remained unchanged compared to the previous year.  

Profit before tax  

Profit before tax is another financial performance indicator. The aim is to increase it both by generating higher revenue and 

by adhering to strict cost discipline.  

Cost/income ratio  

Cost discipline and efficiency are monitored using the cost/income ratio, i.e. the ratio of general and administrative expenses 

and net income from write-downs and write-ups of non-financial assets to operating income. 

Notional volume of REF financings  

The notional amount of financing in the Real Estate Finance (REF) segment is a significant factor influencing future earning 

power.  

New business volume 

The financing volume can be managed, above all, by the volume of new business (including prolongations with maturities of 

more than one year), which also represents a financial performance indicator. pbb uses a present value approach to manage 

and calculate new business.  

Capital adequacy (ICAAP)  

pbb Groupôs capital adequacy process (ICAAP) is based on two approaches concerning risk-bearing capacity: the normative 

and the economic perspective. Whilst the normative perspective is aimed at the fulfilment of all capital-related legal require-

ments, supervisory demands and internal objectives, on an ongoing basis, the economic perspective covers all material risks 

which might threaten the institution's economic viability. Both perspectives are designed to supplement each other, safe-

guarding pbb Group's ability to survive. The prerequisites for evidencing risk-bearing capacity in the normative perspective 

are the ongoing compliance with minimum regulatory requirements over a medium-term horizon, plus evidence of adequate 

internal capital to cover material risks exceeding such minimum requirements. In the economic perspective, risk-bearing 

capacity is evidenced by sufficient internal capital being available to cover potential present-value losses.   
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CET1 ratio  

The CET1 ratio, a key performance parameter, is determined on a regular basis; it is calculated by dividing Common Equity 

Tier 1 (CET1) by risk-weighted assets (RWAs). The Advanced Internal Rating Based Approach (Advanced IRBA) is used to 

determine regulatory capital requirements for large part of the real estate portfolio, and the credit risk standardised approach 

(CRSA) for the remaining portfolio. 

 

Non-financial key performance indicators within the meaning of GAS 20.105 are currently not explicitly managed. pbb Group 

is focusing intensely on environmental, social, and governance (ESG) aspects, launching a cross-divisional ESG programme 

in line with its holistic ESG strategy. This programme bundles and refines all ESG activities on an organisational and opera-

tional level; going forward it is expected to define non-financial performance indicators. Alongside the sustainable finance 

focal point ï which has already seen the implementation of green bonds and green loans ï and the refinement of the Bankôs 

business model, additional ESG indicators as well as the green asset ratios and the taxonomy alignment ratio for the banking 

book (in line with current regulatory developments) are at the heart of the programme. Due to the high complexity involved in 

calculating those indicators ï which has also led to a delay of the first-time disclosure obligation of the green asset ratios until 

2024 ï and the great ambiguities in the interpretation of the statutory requirements, no non-financial performance indicators 

were defined or determined in 2022.  
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Principles of corporate governance  
This chapter presents information on the corporate governance arrangements pursuant to Article 435 (2) of the CRR and the 

principles of due and proper management of pbb Group pursuant to section 26a (1) sentence 1 of the KWG. 

Since its IPO in July 2015, pbb has been subject to the German Corporate Governance Code (GCGC) in accordance with 

section 161 of the German Public Limited Companies Act (Aktiengesetz ï ñAktGò). The Declaration of Compliance with the 

German Corporate Governance Code, most recently dated 24 February 2023, can be found on pbbôs website under The 

Company / Corporate Governance. Any updated versions of the Declaration of Compliance published after the reporting date 

can also be found on pbbôs website. 

Reference is also made at this point to the Report of the Supervisory Board, which can be found in pbb Groupôs 2022 Annual 

Report, as well as to the Corporate Governance Statement, which is published on pbbôs website. These sources are particu-

larly relevant for the disclosure requirements as per Article 435 (2) (d) and (e) of the CRR regarding the Risk Committee and 

the information provided to the Management Board and the Supervisory Board, which is also described in the chapter entitled 

ñGeneral organisation and risk management principlesò. 

In the 2022 financial year, the Supervisory Board established four additional committees to perform its duties: the Executive 

and Nomination Committee, the Audit and Digitalisation Committee, the Risk Management and Liquidity Strategy Committee, 

and the Remuneration Committee. The Supervisory Board and its committees held the following number of meetings in 2022:  

> Supervisory Board: eight meetings (three extraordinary) 

> Executive and Nomination Committee: seven meetings (two extraordinary)  

> Audit and Digitalisation Committee: five meetings 

> Risk Management and Liquidity Strategy Committee: five regular meetings and generally monthly credit meet-

ings held as conference calls 

> Remuneration Committee: four meetings.  

Further information on the activities and composition of the Supervisory Board and its committees can be found in the 2022 

Annual Report, the Report of the Supervisory Board and the Corporate Governance Statement.    

Flow of information to the Management Board and the Supervisory Board in matters relating to risk  

Flow of information to the Management Board  

The following risk reports from Risk Management & Control (RMC) provide pbbôs Management Board with regular information 

on key performance indicators and ratios, as well as material risk aspects that are significant for the Bankôs business and risk 

management over time. 

One very central and, at the same time, comprehensive report is the Group Risk Report, which is distributed not only to the 

Management Board but also to the Supervisory Board at regular intervals. It serves to provide key information on all Group-

wide risk aspects. The quarterly report is divided into three parts. The first part consists of a management summary on the 

material risk aspects within the Group. The second part provides a detailed overview of capital adequacy, including the types 

of risk to be capitalised, default risk, market risk, liquidity risk, operational risk, business risk, stress tests and current topics. 

The third part is the appendix, which contains more detailed information on individual risk types. In addition to the quarter ly 

reports, there is a monthly Group Risk Report, which essentially consists of a management summary of the above-mentioned 

risks. 

The monthly ICAAP Flash Report contains information on pbb Groupôs risk-bearing capacity from a normative and economic 

perspective. A management summary shows the status of risk-bearing capacity, limit utilisation and includes comments on 

key developments based on preliminary figures. 
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The quarterly ICAAP Forecast Report (for Q1, Q2 and Q4) serves to provide forward-looking key ICAAP information. It in-

cludes projections for regulatory ratios (e.g. CET1 ratio, Tier 1 ratio) and the risk-bearing capacity for the baseline scenario 

as well as for stress scenarios. 

The daily ñMarket Risk and Performance Report pbb Groupò contains information on value-at-risk (VaR), including VaR limits 

and their utilisation for all business areas, sensitivities for all relevant market risk categories and economic performance. 

Special events and key changes are commented on from a market risk perspective. 

The daily liquidity reports for pbb Group and pbb AG show the baseline, risk and stress scenario for pbb Group and pbb. 

Reporting is based on contractual cash flows, modelled and optional cash flows, as well as assumptions regarding new 

business and prolongations. The current and expected liquidity reserve is another component. Special events and key 

changes are commented on from a liquidity risk perspective. 

The quarterly ñKey Risk Indicator Report pbb Groupò contains Group-wide key risk indicators (KRIs) that are used to monitor 

OpRisk exposure so that any potential increase in operational risk can be identified early on. 

The ñAnnual Operational Risk Report pbb Groupò provides an annual summary of pbb Groupôs operational risk profile. It 

includes analyses of OpRisk losses, results from reporting, such as the Key Risk Indicator Report, results of operational risk 

scenarios and the operational risk self-assessment. 

The pbb Group report on daily limit breaches shows all limit breaches at counterparty and country level. Both new and existing 

limit breaches are reported to the CRO and to the members of pbbôs Management Board responsible for Treasury and 

REF/PIF on a daily basis. A quarterly summary is provided to pbbôs Management Board as part of the Group Risk Report. 

The structure and content of the various reports are based, in particular, on the requirements set out in the German Minimum 

Requirements for Risk Management (MaRisk). If the Management Board or the Supervisory Board wish to make any changes 

to the way the information is presented or to the content, these requests are voiced either in bilateral talks with the reporting 

unit or at Group Risk Committee meetings. 

Flow of information to the Supervisory Board  

As far as the Supervisory Board is concerned, information on topics relevant to risk is provided not only to the entire Super-

visory Board but also to the Risk Management and Liquidity Strategy Committee which supports the Supervisory Boardôs 

supervision of risk and liquidity management, concerns itself with the risk strategy, reviews the Management Boardôs risk 

reporting, and is involved in the credit approval process to the extent laid down in the Rules of Procedure. The committee 

also regularly discusses new business developments as well as the liquidity and funding status; it looks at all types of risks 

associated with the banking business, such as credit, market, liquidity and operational risks, taking the Groupôs risk-bearing 

capacity into account. The committee also concerns itself with the syndication business, foreclosures and development fi-

nancings, with impairments of financial assets affected by impaired creditworthiness, the reporting of own funds in accordance 

with the German Solvency Regulation, country limits, asset/liability management, and the results of supervisory audits. In 

addition, it deals with individual loans requiring approval under the Rules of Procedure for the Management Board, with new 

business, regular re-submissions and approvals for change applications. 
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Management and supervisory functions of the Management Board and the Supervisory Board  

As at the reporting date, pbbôs Management Board members hold four and pbbôs Supervisory Board members hold 15 man-

agement or supervisory functions which are actually carried out. These are distributed among the individual members of the 

Management Board and Supervisory Board as follows:  

Management and supervisory functions of the Management Board and the Supervisory Board (EU OVB)  

Name

Number of actually performed 
management or supervisory mandate

Number of management or supervisory 
mandate in accordance with the method 

referred to Article 91 (3) and (4) of 
Directive 2013/36/EU 

   

Supervisory Board of pbb as of 31.12.2022   

Dr. Günther Bräunig 2 2

Hans-Peter Storr 2 2

Dr. Thomas Duhnkrack 2 2

Susanne Klöß-Braekler 4 4

Georg Kordick 1 1

Gertraud Dirscherl 3 2

Olaf Neumann 1 1

Prof. Dr. Kerstin Hennig 3 3

Heike Theißing 1 1

   

Management Board of pbb as of 31.12.2022   

Andreas Arndt 1 1

Thomas Köntgen 1 1

Andreas Schenk 1 1

Marcus Schulte 1 1

   

Total 23 22

Details on the individual functions and mandates can be found in Note 81 ñMembers of the Supervisory Board and of the 

Management Boardò in pbb Groupôs 2022 Annual Report.  

Selecting members of the Management Board and the Supervisory Board  

The Supervisory Board has defined specific objectives for its composition in accordance with recommendation C.1 of the 

GCGC in the version dated 28 April 2022 in its Rules of Procedure, and has adopted a profile of skills and expertise for the 

Supervisory Board as a whole which is published on the pbb website. pbb discloses as to how the requirements set out in 

this profile of skills and expertise are fulfilled in its Corporate Governance Statement; among other things, via a qualification 

matrix for the members of the Supervisory Board. In addition to these objectives, the Supervisory Board has introduced a 

catalogue of criteria for new Supervisory Board members, which takes into account Company-specific and professional re-

quirements.  

pbb has developed catalogues of criteria for filling positions on the Management Board or the Supervisory Board. These are 

described below and pbb considers them to be met by the current holders of these positions. The actual knowledge, skills 

and experience of the members of the Management Board and the Supervisory Board are published in their professional 

career histories on the Companyôs website under Company / Management and Company / Supervisory Board.  
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The following catalogues of criteria also form part of a ñSuitability Policyò adopted by the Management Board and Supervisory 

Board; this policy also implements the requirements set out in EBA/ESMA Guidelines 2021/07, and describes processes and 

criteria for appointing members of the Management Board and Supervisory Board and also for carrying out (regular) suitability 

checks for such members. The following criteria have to be used to evaluate the individual suitability of a member of the 

Management Board/Supervisory Board:  

> Time required: adequate time to perform the functions in the institution 

> Compliance with the mandate restriction, in particular in accordance with Article 91 (3) of the CRD and section 

25d (3) of the KWG (Supervisory Board) and section 25c (2) of the KWG (Management Board) 

> Adequate knowledge, skills and experience to perform all duties 

> Good reputation, sincerity and integrity 

> Impartiality and independence.  

Catalogue of criteria for the Management Board  

According to section 25c of the KWG, an institution's senior managers (= members of the Management Board) have to have 

the requisite professional skills, be reliable and dedicate sufficient time to their tasks. The term ñrequisite professional skillsò 

means that senior managers must have sufficient theoretical and practical knowledge in the business areas concerned and 

must have managerial experience.     

> Functional expertise 

 

¶ As much experience as possible in at least one of pbbôs business areas, e.g. Public Investment Fi-

nance or Real Estate Finance (front or back office), alternatively in corporate or commercial banking 

and ideally in selected corporate centre functions; 

¶ Knowledge of the funding of bank business models is an advantage; 

¶ Further relevant practical experience, related to  

Á the banking sector and financial markets 

Á legal requirements and regulatory frameworks 

Á strategic planning and an understanding of pbbôs strategy and business plan  

Á risk management 

Á accounting and auditing 

Á climate-related and environmental risks  

Á the analysis of financial information, identification of material problems on the basis of this 

information, and appropriate checks and measures 

Á the assessment of the effectiveness of the arrangements with regard to an effective corporate 

governance as well as effective controls;  

¶ Compliance (identification and assessment of money laundering and terrorist financing risks). 

 

> Sector expertise 

 

¶ Several years of experience in the financial sector, preferably in commercial or asset-based banking.  

 

> Level of seniority  

 

¶ Candidates have been admitted as a senior bank manager or, should it be their first-time appointment, 

can obtain such admission without any extended waiting period; 

¶ Long-standing managerial experience obtained from positions in executive bodies or key line manage-

ment functions, including long-term and broad leadership experience, as well as experience in pro-

cess/restructuring management; 

¶ Strong entrepreneurial mindset and experience in dealing with entrepreneurial tasks, including devel-

oping the business model and the strategy and/or performing business management tasks (preferably 

for a bank). 
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> Expertise 

 

¶ According to section 25c of the KWG, an institutionôs senior managers are required to have expertise 

in the following areas in particular: strategic management, corporate development, lending authority, 

bank management, sales; 

¶ Particularly with regard to lending knowledge and skills, sound judgement of loan decisions is a top 

priority. Long-standing, qualified and autonomous loan decision-making experience is required in this 

context; 

¶ In terms of bank management, knowledge and experience in the context of profit and risk management, 

along with methodological knowledge in the various bank management areas, is highly relevant.  

 

> Personality 

 

¶ High degree of persuasiveness and determination based on well thought-out argumentation; 

¶ Respectful and team-oriented leadership approach; 

¶ Strong ability to establish and maintain sustainable, trusting relationships with employees, peers as 

well as external stakeholders of pbb; 

¶ Strong commitment to developing the Company along with the ability to identify, implement and com-

municate required changes vis-à-vis others; 

¶ Credible and trustworthy representative of pbb in public, including relevant (client) markets.  

 

> Additional requirement for the CEO 

 

¶ Candidates for the CEO position must have experience in dealing with external stakeholders (inves-

tors, the media, rating agencies, etc.) and several years of management experience at management 

board level, in addition to the requisite professional expertise in key areas (such as strategic planning, 

corporate management) as members of executive bodies or in key line management functions.  

 

> Additional requirement for the CFO  

 

¶ Candidates for the CFO position must have the requisite professional expertise in key areas (such as 

accounting, auditing, controlling) as members of executive bodies or in key line management functions. 

 

> Additional requirement for REF/PIF  

 

¶ Candidates for the Management Board position responsible for the REF/PIF division must have the 

requisite professional expertise in key areas (sales, lending and real estate expertise, as well as cus-

tomer contacts) as members of executive bodies or in key line management functions.  

 

> Additional requirement for the CRO  

 

¶ Candidates for the CRO position must have the requisite professional expertise in key areas (such as 

lending business, risk management, back office, compliance) as members of executive bodies or in 

key line management functions.  

 

> Additional requirement for Treasury  

 

¶ Candidates for the Management Board position responsible for the Capital Markets/Treasury division 

must have the requisite professional expertise in key areas (such as capital markets, funding) as mem-

bers of executive bodies or in key line management functions.  

 

> Additional requirement for the Management Board member responsible for IT  

 

¶ Candidates for the Management Board position responsible for IT must have the requisite professional 

expertise in key areas as members of executive bodies or in key line management functions, or this 

must be ensured by measures taken by the Bank to allow the candidate to acquire this expertise.   
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Profile of skills and expertise for the Supervisory Board  

In accordance with recommendation C.1 of the GCGC (version dated 28 April 2022), the Supervisory Board adopted a profile 

of skills and expertise for the Supervisory Board which is published on pbbôs website. This contains the following main re-

quirements:  

> At least five members of the Supervisory Board, more than three of whom are shareholder representatives, are 

to be independent as set out in recommendations C.6 and C.7 of the GCGC. Within the meaning of this Code 

recommendation, Supervisory Board members are not to be considered independent in particular if they have 

a personal or business relationship with pbb, its executive bodies, a controlling shareholder or an entity affiliated 

with the controlling shareholder that may cause a substantial and not merely temporary conflict of interest. As 

far as employee representatives are concerned, it is assumed that their independence is not affected by the 

mere fact that they hold the position of employee representatives and have an employment relationship with 

the Company at the same time. 

 

> No more than two former members of the Management Board can be members of the Supervisory Board. 

Former Management Board members should not chair the Supervisory Board, or one of its committees. 

 

> As a rule, the members of the Supervisory Board should not be older than 70 years, and the term of office of a 

Supervisory Board member should generally end upon the close of the ordinary Annual General Meeting fol-

lowing their reaching the age of 70. 

 

> The maximum length of membership on the Supervisory Board shall generally be limited to three full terms of 

office within the meaning of section 102 (1) of the AktG. 

 

> Compliance with the legal requirements regarding the maximum number of mandates (see section 25d (3) and 

(3a) of the KWG) and networking of the committees (see section 25d (7) sentence 4 of the KWG). 

 

> The Supervisory Board as a whole should cover all necessary areas of expertise which might result from the 

factors described below in particular. Not all Supervisory Board members must have these competences, as 

long as each area is covered by at least one member or several members together. Areas of expertise include:  

 

¶ Expertise specific to the business model, especially real estate / real estate finance know-how 

¶ International business experience, especially Europe and the US 

¶ Capital markets experience 

¶ Adequate knowledge of the topics digitalisation and information technology and security, including data 

protection  

¶ Accounting and auditing within the meaning of section 100 (5) of the AktG / section 25d (9) sentence 3 

of the KWG; accounting and auditing also comprise sustainability reporting and its audit 

¶ Risk management, including climate-related and environmental risks  

¶ Compliance and internal audit  

¶ Legal / corporate governance  

¶ Sustainability (especially environmental matters, social responsibility, and good corporate govern-

ance).   

 

pbb discloses as to how the requirements set out in this profile of skills and expertise are fulfilled in its Corporate Governance 

Statement, among other things, via a qualification matrix for the members of the Supervisory Board as per section C.1 of the 

GCGC.  
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Catalogue of criteria for the Supervisory Board 

According to section 25d of the KWG, the members of an institutionôs management or supervisory body must be reliable, 

have the expertise required to control, assess and monitor the business conducted by the company concerned, and must 

dedicate sufficient time to their tasks. Candidates should have the following expertise:  

> Functional expertise  

 

¶ Very good knowledge of the banking business, as well as extensive, broad-based entrepreneurial ex-

perience; 

¶ In-depth understanding of the assessment of financial statements and reports submitted to the Super-

visory Board, as well as of the regulatory environment in which banks operate.  

 

> Sector expertise  

 

¶ Long-standing experience in the financial services sector, financial administration or in financial con-

trol; several years of experience in a division of pbb are an advantage  

 

> Level of seniority  

 

¶ Long-standing practical experience in managing a company or a bank/organisation/company with in-

ternational operations; or 

¶ Long-standing practical experience in a leading position within a major company or a leading position 

within a public authority.    

 

> Personality  

 

¶ Very good advisory skills, persuasiveness, as well as diplomacy; 

¶ Ability to build confidence along with responsible performance of supervisory tasks.  

 

> Other experience  

 

¶ For chairing the Supervisory Board: Candidates must be admitted as a senior manager as defined by 

the German Banking Act and must have bank management experience acquired as CEO or have long-

standing experience as a management board member. 

¶ For chairing/membership in the Audit and Digitalisation Committee: Special expertise in auditing (of 

annual financial statements) as defined by section 25d (9) sentence 2 of the KWG is required; at least 

one member of the Audit and Digitalisation Committee must have expertise in the field of accounting 

and at least one other member must have expertise in the auditing of annual financial statements 

(section 107 (4) sentence 3 of the AktG); the chairperson of the Audit and Digitalisation Committee 

should generally not also be the chairperson of the Supervisory Board at the same time. 

¶ For chairing the Risk Management and Liquidity Strategy Committee: Special lending expertise re-

quired; the chairperson of the Risk Management and Liquidity Strategy Committee should not also be 

the chairperson of the Supervisory Board or the chairperson of another committee at the same time.  
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Succession planning 

To minimise the risk of substantial loss of know-how, and to ensure that both the Management Board and the Supervisory 

Board are capable of acting at all times, the Supervisory Board has set different appointment or election dates for members 

of the Management Board and Supervisory Board alike. The Supervisory Board, and especially the Executive and Nomination 

Committee, also concerns itself with the continuous monitoring and refinement of the mid- to long-term succession planning. 

In line with the Suitability Policy, the Supervisory Board, when making proposals to the Annual General Meeting for the 

election of new share-holder representatives, ensures beforehand that the proposed candidates fulfil the statutory, regulatory, 

professional and personal requirements applicable to the respective position, and that when taking into account the 

knowledge of the respective candidate, specific goals for the composition of the Supervisory Board derived from the profile 

of skills and expertise for the entire Board are (or would be) complied with. Furthermore, the Supervisory Board makes sure 

that the respective candidates are able to dedicate the time required for the position. 

In the reporting period, the Supervisory Board took important steps with regard to succession and continuity in the Supervisory 

Board with the (initially court-ordered) appointments of Gertraud Dirscherl and Prof. Dr Kerstin Hennig. Moreover, the Super-

visory Board resolved to nominate Dr Louis Hagen for election to the Supervisory Board at the Annual General Meeting at its 

meeting on 10 January 2023, with the intention of positioning him as successor to Dr Bräunig as Chairman of the Supervisory 

Board if elected by the shareholders. A structured selection process has already been launched to find a suitable successor 

for Andreas Arndt, whose contract expires in April 2024. For further details on the work of the Supervisory Board, please refer 

to the Report of the Supervisory Board, which forms part of pbb Groupôs 2022 Annual Report.  

Diversity strategy for selecting members  

When filling management positions within the Company, the Supervisory Board and the Management Board consider the 

principle of diversity and, in particular, endeavour to ensure that the under-represented gender is appropriately represented 

(as set out in sections 76 (4), 111 (5) of the AktG). This prompted the Management Board and the Supervisory Board to adopt 

a Guideline on Fostering Diversity in the Management Board and the Supervisory Board in 2018. In principle, every candidate 

must be reliable and sufficiently qualified. Besides holding the necessary professional skills with regard to management and 

sector experience, candidates shall be trustworthy and of high integrity. Likewise, the selection of candidates shall take their 

requisite independence into account. Where several candidates are being considered, the goal of achieving maximum diver-

sity shall also be considered. Moreover, the composition of executive bodies is supposed to reflect pbb Groupôs international 

activities as well as the structure of the workforce. Specific requirements exist with regard to the age and gender of Supervi-

sory Board and Management Board members. For instance, the members of the Management Board should generally not 

be older than 60 years. To take account of the under-represented gender in each case, the Supervisory Board has set the 

following targets to be met by 30 June 2027:   

> Target female quota for Supervisory Board members: 30% 

> Target female quota for Management Board members: 20%.  

As at 31 December 2022, the female quota within the Supervisory Board increased compared to the previous yearôs reporting 

date, from 25% to 44%, as a result of Dagmar Kollmann retiring from her position as at 31 October 2021 and the related 

vacancy on the Supervisory Board up until the court appointment of Gertraud Dirscherl as at 2 February 2022 and the court 

appointment of Prof. Dr Kerstin Hennig as at 19 July 2022 following the resignation of Oliver Puhl. Given that no changes 

were made to the composition of the Management Board, the female quota remained at 0%. The Management Board and 

Supervisory Board have decided to expand pbbôs business model to include the new Real Estate Investment Management 

division. The Supervisory Board subsequently resolved to expand the Management Board by one additional member going 

forward. Dr Pamela Hoerr will join the Bank on 17 April 2023, initially as Senior General Manager. Following the usual famil-

iarisation phase and subject to regulatory approval, she will then assume responsibility for the division as a Management 

Board member. pbb is set to meet the target of a 20% female quota on the Management Board with this new appointment. 

The Supervisory Board generally remains committed to ensuring targeted representation of the under-represented gender 

when filling vacancies or expanding the Management Board ï given candidates who have the requisite skills and qualifica-

tions.  
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In April 2022 the Management Board also set target female quotas for the first and second management levels below the 

Management Board, increasing them by 5%, respectively. This brings the quotas targeted by 30 June 2027 to:  

> Target female quota for the first management level below the Management Board: 20% 

> Target female quota for the second management level below the Management Board: 20%.   

At the first management level below the Management Board, the target quota was achieved in 2022 with a 20% share of 

female employees. The female quota at the second management level below the Management Board amounted to 13%. By 

raising the targets, pbb emphasises its commitment to increase the number of women in executive positions, and to ensure 

women are appropriately represented when filling vacancies, in a targeted manner ï given candidates who have the requisite 

skills and qualifications. A higher awareness for this topic, across all levels of hierarchy, together with a corresponding man-

agement and corporate culture, also contribute to this objective. Moreover, pbb offers employees attractive working conditions 

ï especially flexible working hours and remote working opportunities, which help balance family and working life. Please refer 

to the Non-financial Statement for further details. 

 



Scope of application 

Remuneration policies 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 25 

Remuneration policies  
The information pursuant to Article 450 of the CRR on the main features of pbb Groupôs remuneration policy and practices 

will be published as an appendix to this Disclosure Report on pbbôs website (www.pfandbriefbank.com) under Investors / 

Mandatory Publications / Disclosure Report in accordance with Part 8 of the CRR following completion of the 2022 remuner-

ation review, which is scheduled for the second quarter of 2023.  
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Regulatory and accounting consolidation  
This chapter shows the information pursuant to Article 436 of the CRR on the scope of consolidation for accounting purposes 

(accounting scope of consolidation) and the regulatory scope of consolidation for pbb Group.  

Prudential and accounting scope of consolidation  

According to Part 8 of the CRR, companies which form part of the group of institutions as defined in section 10a of the KWG 

in conjunction with Articles 11 et seqq. of the CRR (regulatory scope of consolidation) must be included in the Disclosure 

Report. By contrast, the accounting scope of consolidation is based on International Financial Reporting Standards (IFRS) 

as shown in the Annual Report of pbb Group. As at 31 December 2022, there was no difference between the regulatory scope 

of consolidation pursuant to Articles 18 to 24 of the CRR and the accounting scope of consolidation for the consolidated 

financial statements prepared in accordance with IFRS (unchanged compared to the previous year). 

The following table EU LI3 in accordance with Article 436 (b) of the CRR shows the subsidiaries of pbb that are consolidated 

for accounting and regulatory purposes.  

EU LI3:  Outline of the differences in the scopes of consolidation (entity by entity)  

a b c d e f g h

Name of the entity 

Method of account-
ing consolidation

Method of regulatory consolidation Description of the 
entity

Full consoli-
dation

Proportional 
consolida-

tion

Equity 
method

Neither con-
solidated 
nor de-
ducted

Deducted

Deutsche Pfandbriefbank AG, 
Munich, Germany

Full consolidation X - - - - Credit institution

IMMO Invest Real Estate GmbH, 
Munich, Germany

Full consolidation X - - - -

Investment com-
pany, 
Acquisition of real 
estate (-companies) 
(salvage acquisi-
tions)

CAPVERIANT GmbH, 
Munich, Germany

Full consolidation X - - - -

Marketplace of mu-
nicipal finance 

As at the disclosure date, the regulatory scope of consolidation comprised pbb as the parent company of the group of insti-

tutions, as well as two other companies. pbb Group bases its determination of total regulatory capital and total exposures 

pursuant to the CRR on the IFRS consolidated financial statements pursuant to section 10a (5) of the KWG. pbb prepared its 

consolidated financial statements as at 31 December 2022 in accordance with Regulation (EC) No. 1606/2002 of the Euro-

pean Parliament and of the Council of 19 July 2002, based on the International Financial Reporting Standards (IFRS). The 

single-entity financial statements of the consolidated companies are included in pbbôs consolidated financial statements 

based on uniform accounting policies. All fully consolidated companies have the calendar year as their financial year. 

As was the case in the previous year, the pbb Group did not have any non-consolidated subsidiaries as at 31 December 

2022.  
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Changes in the financial year  

There was one change to pbb Groupôs regulatory and accounting scope of consolidation in the 2022 financial year. As a 

result of the completed liquidation, Immo Immobilien Management Beteiligungsgesellschaft (in liquidation), Munich, was  

deconsolidated as at the end of October 2022. The deconsolidation had no impact on the financial position and financial 

performance of pbb Group. 

In addition to its loan brokerage licence according to the German Trade Code (Gewerbeordnung ï ñGewOò), CAPVERIANT 

was granted the licence to operate as an investment firm (offering investment broking and investment advice) by BaFin in 

March 2022.  

Exemption pursuant to Article 19 (1) of the CRR  

As at the disclosure date, pbb Group does not apply the exemption provided in Article 19 (1) of the CRR in conjunction with 

section 31 (3) of the KWG for any of its subsidiaries.  

Special-purpose entities  

As in the previous year, pbb Group did not use any special-purpose entities as at 31 December 2022.  

Subsidiaries with a capital shortfall  

As in the previous year, pbb Group did not have any unconsolidated subsidiaries as at 31 December 2022, meaning that it 

also did not have any subsidiaries that have a capital shortfall within the meaning of Article 436 (g) of the CRR and whose 

participating interest is deducted from the liable capital of the parent company (pbb) (deduction method).  

Transfer of own funds or repayment of liabilities  

There is no material practical or legal impediment within pbb Group to the prompt transfer of own funds or repayment of 

liabilities by the parent company. The company that is key to the Groupôs financial stability, pbb, has its registered office in 

Germany. As in the previous year, there were no transfers of own funds or repayments of liabilities as defined by Article 

7 (1) (a) of the CRR in the 2022 reporting year.  

Quantitative information on the scopes of consolidation  

In accordance with Article 436 (c) of the CRR, table EU LI1 shows a breakdown of the assets and liabilities in pbbôs consoli-

dated financial statements (IFRS) prepared in accordance with the requirements on regulatory consolidation, broken down 

by type of risks relevant for regulatory capital requirements in accordance with Part 3 of the CRR. pbbôs consolidated state-

ment of financial position (according to the regulatory scope of consolidation) is broken down into the parts relevant for the 

purposes of the credit risk framework, counterparty credit risk framework, securitisation framework and market risk framework, 

and into the part of the statement of financial position items that is not subject to regulatory capital requirements or a capital 

deduction. 

Table EU LI2 in accordance with Article 436 (d) of the CRR also shows the main sources of differences between the carrying 

amounts in the financial statements (under the regulatory scope of consolidation) and the exposure values used for regulatory 

purposes (exposure at default, EaD) according to the COREP reporting of own funds and own funds requirements.  
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EU LI1:  Differences between accounting and regulatory scopes of consolidation and mapping of financial statement categories with regulatory risk categories 

         

  a b c d e f g

  Carrying values as 
reported in pub-
lished financial 
statements 1)

Carrying values un-
der scope of regu-
latory consolida-

tion 2)

Carrying values of items

All figures in ú million

Subject to the 
credit risk frame-

work 3)

Subject to the CCR 
framework 4)

Subject to the se-
curitisation 
framework 5)

Subject to the mar-
ket risk framework 

6)

Not subject to own 
funds requirements 
or subject to deduc-
tion from own funds 

7)

 
Breakdown by asset classes according to the balance sheet 
in the published financial statements

       

1 Cash reserve 1,044 1,044 1,044 - - - -

2 Financial assets at fair value through profit or loss 1,075 1,075 513 562 - 207 -

3 Positive fair values of stand-alone derivatives 562 562 - 562 - 122 -

4 Debt securities 117 117 117 - - - -

5 Loans and advances to customers 394 394 394 - - 85 -

6 Shares in investment funds qualified as debt instruments 2 2 2 - - - -

7 Financial assets at fair value through other comprehensive income 1,692 1,692 1,692 - - - -

8 Debt securities 1,409 1,409 1,409 - - - -

9 Loans and advances to customers 283 283 283 - - - -

10 Financial assets at amortised cost after credit loss allowances 48,734 48,734 43,509 5,225 - 8,827 -

11 Financial assets at amortised cost before credit loss allowances 49,121 49,121 43,896 5,225 - 9,114 -

12 Debt securities 5,377 5,377 5,377 - - 697 -

13 Loans and advances to other banks 5,763 5,763 575 5,188 - 28 -

14 Loans and advances to customers 37,839 37,839 37,802 37 - 8,389 -

15 Claims from finance lease agreements 142 142 142 - - - -

16 Credit loss allowances on financial assets at amortised cost -387 -387 -387 - - -287  

17 Positive fair values of hedge accounting derivatives 262 262 - 262 - 66 -

18 Valuation adjustment from portfolio hedge accounting (assets) -84 -84 -84 - - - -

19 Tangible assets 27 27 27 - - - -

20 Intangible assets 49 49 19 - - - 30

21 Other assets 58 58 26 - - - 32

22 Current income tax assets 31 31 31 - - - -

23 Deferred income tax assets 119 119 104 - - - 15

24 Total assets 53,007 53,007 46,881 6,049 0 9,100 77
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  a b c d e f g

  Carrying values as 
reported in pub-
lished financial 
statements 1)

Carrying values un-
der scope of regu-
latory consolida-

tion 2)

Carrying values of items

All figures in ú million

Subject to the 
credit risk frame-

work 3)

Subject to the CCR 
framework 4)

Subject to the se-
curitisation 
framework 5)

Subject to the mar-
ket risk framework 

6)

Not subject to own 
funds requirements 
or subject to deduc-
tion from own funds 

7)

 
Breakdown by liability classes according to the balance sheet in 
the published financial statements

       

1 Financial liabilities at fair value through profit or loss 686 686 - 686 - 72 -

2 Negative fair values of stand-alone derivatives 686 686 - 686 - 72 -

3 Financial liabilities measured at amortised cost 47,672 47,672 - 369 - 4,596 47,303

4 Liabilities to other banks 7,507 7,507 - 355 - 121 7,152

5 Liabilities to customers 17,889 17,889 - 14 - 151 17,875

6 Bearer bonds 21,641 21,641 - - - 4,324 21,641

7 Subordinated liabilities 635 635 - - - - 635

8 Negative fair values of hedge accounting derivatives 1,125 1,125 - 1,125 - 51 -

9 Valuation adjustment from portfolio hedge accounting (liabilities) -112 -112 - - - - -112

10 Provisions 135 135 13 - - - 122

11 Other liabilities 57 57 - - - - 57

12 Current income tax liabilities 19 19 - - - - 19

13 Liabilities 49,582 49,582 13 2,180 0 4,719 47,389

14 Equity 3,425 3,425 - - - - 3,425

15 Total equity and liabilities 53,007 53,007 13 2,180 0 4,719 50,814

         

1) Carrying amounts in the financial statements in accordance with the International Financial Reporting Standards (IFRS) as reported in pbbôs consolidated financial statements. 
2) There were no differences between the scope of prudential consolidation and the accounting scope of consolidation for pbbôs consolidated financial statements (IFRS) as at the disclosure date. 
3) According to Pillar 3 Framework, Annex VI, exposures for which the exposure value is calculated pursuant to Part 3, Title II, Chapter 2 ñStandardised Approachò and Chapter 3 ñIRB Approachò of the CRR. 
4) According to Pillar 3 Framework, Annex VI, exposures for which the exposure value is calculated pursuant to Part 3, Title II, Chapter 6 ñCounterparty credit riskò of the CRR (derivatives). 

 This column also includes exposures for which the exposure value is calculated pursuant to Part 3, Title II, Chapter 4 ñCredit risk mitigationò of the CRR (securities financing transactions). 
5) According to Pillar 3 Framework, Annex VI, exposures for which the exposure value is calculated pursuant to Part 3, Title II, Chapter 5 ñSecuritisationò of the CRR. 
6) According to Pillar 3 Framework, Annex VI, exposures for which the exposure value is calculated pursuant to Part 3, Title IV ñOwn funds requirements for market riskò of the CRR. 
7) Column g shows the amounts deducted from the regulatory own funds in the balance sheet assets. Positions assigned a risk weight of 1,250% are not included in this figure; these are assigned to the appropriate risk category (columns c to f). 

 

   



Scope of application 

Regulatory and accounting consolidation 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 30 

Breakdown of assets and liabilities  

pbb Groupôs regulatory scope of consolidation and its scope of consolidation for accounting purposes are identical as at the 

disclosure date; there are no differences in amounts due to differences in the composition of the scope of consolidation 

(EU LI1, columns a and b).  

In line with pbb Groupôs business model, which focuses on commercial real estate finance and also on public investment 

finance, focusing on business eligible for inclusion in Pfandbrief cover, assets are subject primarily to an own funds require-

ment for credit risk (column c). 

In addition, transactions executed in foreign currencies are subject to an own funds requirement for market risk (column f). 

This means that these assets/liabilities are allocated to more than one risk type, which is why the sum of the values from 

columns (c) to (g) does not have to correspond to the carrying amount in column (b). As pbb Group does not maintain a 

trading book for securities or derivatives portfolios held to realise short-term gains, the transactions with regard to market risk 

are subject exclusively to the own funds requirement for the foreign exchange risk in the banking book. 

Transactions subject to counterparty credit risk (derivative and securities financing transactions) are shown in column d. pbb 

Group uses standard market master agreements, including the relevant collateral agreements, for its derivatives and securi-

ties lending/repo transactions. The master agreements used for both derivatives and securities lending/repo transactions 

contain netting agreements according to which, in the event of insolvency for example, one single claim is established by 

netting all transactions concluded under a master agreement, meaning that in the event that the counterparty defaults, pbb 

is only entitled to, or obliged to pay, the net amount of the positive and negative market values of the individual transactions 

(ñclose-out nettingò). This reduces the default risk in relation to the counterparty in question to a single net claim. In this 

respect, counterparty credit risk in the EU LI1 table refers to both assets and liabilities.  

As at the end of the previous year, pbb Group did not have any exposures from securitisation (column e) in its portfolio as at 

the disclosure date. 

The capital deduction items for regulatory adjustments in accordance with the CRR (for example for intangible assets) are 

shown in column g. Further information on these regulatory adjustments can be found in the chapter ñOwn fundsò. Positions 

assigned a risk weight of 1,250% are not included in column g; these are assigned to the appropriate risk framework (col-

umns c to f). 

The description of the main differences between the carrying amounts in financial statements based on regulatory scope of 

consolidation and the regulatory exposure values is shown in table EU LI2 below.  
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EU LI2:  Main sources of differences between regulatory exposure amounts and carrying values in financial statements  

       

  a b c d e

   
Total

Items subject to

All figures in ú million

Credit risk framework Securitisation frame-
work

CCR framework Market risk framework

1
Assets carrying value amount under the scope of regulatory consolidation (as per EU 
LI1) 1) 53,007 46,881 0 6,049 9,100

2 Liabilities carrying value amount under the regulatory scope of consolidation (as per EU LI1) 1) 53,007 13 - 2,180 4,719

3 Total net amount under the regulatory scope of consolidation 2) - 46,868 - 3,869 4,381

4 Off-balance-sheet amounts 3,069 3069 0 0 ðððð

5 Differences in valuations - - - - ðððð

6 Differences due to different netting rules, other than those already included in row 2 -5,174 - - -5,174 ðððð

7 Differences due to consideration of provisions 395 395 - - ðððð

8 Differences due to the use of credit risk mitigation techniques (CRMs) - - - - ðððð

9 Differences due to credit conversion factors -1,197 -1,197 - - ðððð

10 Differences due to Securitisation with risk transfer - - - - ðððð

11 Other differences 58 135 - - ðððð

12 Exposure amounts considered for regulatory purposes 3) 50,158 49,283 0 875 31

       

 
1) Carrying amounts as reported in IFRS financial statements under the scope of regulatory consolidation (EU LI1, column b). 
2) Net amount after offsetting assets and liabilities, calculated as the difference of line 1 minus line 2. 
3) Regulatory exposure values (exposure at default, EaD). 
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Main differences between carrying amounts in financial statements and regulatory exposure values  

The assets in pbbôs consolidated financial statements (IFRS) based on the regulatory scope of consolidation amounted to 

ú 53,007 million as at the disclosure date (EU LI2, line 1). The regulatory exposure values (exposure at default, EaD) 

amounted to ú 50,158 million (line 12).  

The CRR-compliant EaD for default risk positions represents the outstanding exposure in the event of default and corresponds 

to the IFRS carrying amount (including accrued interest) for most products. In cases involving an existing committed available 

line, this ï multiplied by the product-specific credit conversion factor (CCF) ï is included as a further component of EaD. The 

CCF expresses how much of the available line is expected to be drawn down within one year before a possible default. 

Derivatives and repo transactions are an exception where the EaD does not match the carrying amount, but has to be calcu-

lated using a different methodology in accordance with the CRR. This applies, for example, to derivatives according to the 

regulatory SA-CCR method. 

The main reasons behind the differences between the carrying amounts in the financial statements (IFRS) and the regulatory 

expo-sure values shown in table EU LI2 are:   

> Effects resulting from the calculation of exposure values for transactions subject to counterparty credit risk 

(derivative and securities financing transactions). pbb Group applies the regulatory provisions on off-balance 

sheet netting (based on standard market master agreements and collateral agreements) for both derivative 

financial instruments and securities lending/repo transactions (line 6) where the contractual agreements meet 

the requirements for risk-mitigating recognition in accordance with Article 296 of the CRR and Article 206 of the 

CRR. 

 

pbb Group applies the standardised approach (SA-CCR) in accordance with Articles 274 et seqq. of the CRR 

to derivative transactions. For accounting purposes, however, derivatives ï with the exception of balance sheet 

netting of derivatives concluded with Eurex Clearing ï cannot be netted because they are subject to different 

conditions (e.g. different maturities or underlying currencies). The collateral agreements (collateral received or 

furnished) cannot be offset against the derivatives in the balance sheet either. 

 

As far as securities financing transactions are concerned, pbb Group applies the provisions for credit risk miti-

gation in accordance with Chapter 4 of the CRR, namely the Financial Collateral Comprehensive Method in 

accordance with Articles 223 et seqq. of the CRR. For regulatory purposes, counterparty credit risk is taken 

into account, in addition to credit risk, for securities subject to repurchase transactions, which remain part of 

the balance sheet assets.  

 

> The inclusion of impairments on financial assets (stage 1 to 3) and provisions in off-balance sheet lending 

business for exposures to which the advanced Internal Ratings-Based Approach (IRBA) is applied (line 7). In 

contrast to the Credit Risk Standardised Approach (CRSA), credit risk adjustments are not deducted from the 

balance sheet carrying amount in the IRB approach, but are taken into account in the comparison of value 

adjustments. In the comparison of value adjustments, the difference between the impairments recognised 

(stage 1 to stage 3) and provisions in off-balance sheet lending business in relation to the expected loss (EL) 

is calculated and a value adjustment deficit/excess is calculated. 

 

> The regulatory inclusion of credit conversion factors (CCF) on off-balance sheet items (line 9). These include 

irrevocable loan commitments (such as loans that have not yet been disbursed in full) and contingent liabilities 

on guarantees and indemnity agreements. The irrevocable loan commitments account for large part of the off-

balance sheet commitments.  

 

> Items that are deducted from equity for regulatory purposes, such as parts of intangible assets (purchased and 

internally developed software), are not included in the exposure values. They are included in the ñOther differ-

encesò item (line 11).   
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Similarly, both additional valuation adjustments (AVA) pursuant to Article 34 of the CRR in conjunction with 

Article 105 of the CRR with regard to the prudent valuation of assets measured at fair value and ñprudential 

filtersò pursuant to Articles 32, 33 and 35 of the CRR do not have any impact on the carrying amounts (IFRS) 

or the regulatory exposure values, which is why they are not shown in EU LI2, line 5. These prudential filters 

adjust the reported equity as calculated in accordance with the IFRS; they are deducted from CET1 in full (see 

EU CC1, line 7). 

 

> The differences between the carrying amounts in the financial statements (line 1) and the regulatory exposure 

values (line 12) for market risk result from the calculation of the net foreign currency position using the market 

risk standardised approach pursuant to Articles 325 et seqq. of the CRR. The regulatory foreign currency risk 

is calculated on the basis of the present values of the assets/liabilities concerned, applying various offsets 

between asset and liability items in one and the same currency, while the carrying amounts in the financial 

statements show the respective assets and liabilities in foreign currency.   

Prudent asset valuation  

When calculating its own funds, pbb Group takes into account the requirements for the prudent valuation of the assets rec-

ognised at fair value in accordance with Article 34 of the CRR ñAdditional valuation adjustmentsò in conjunction with Article 

105 of the CRR ñRequirements for prudent valuationò. 

In order to calculate these additional valuation adjustments (AVA), pbb Group applies the Simplified Approach in accordance 

with Chapter II ñSimplified Approach for the Determination of AVAsò of Delegated Regulation (EU) 2016/101. According to 

Article 4 (1) of the Delegated Regulation, institutions may apply this approach if the sum of the absolute value of  fair-valued 

assets and liabilities, as stated in the institution's financial statements, less the offsetting options set out in Article 4 (2), is 

less than the threshold value of ú 15 billion. For pbb Group, this figure amounted to ú 4.6 billion as at the disclosure date 

(31 December 2021: ú 4.7 billion) in accordance with pbbôs consolidated financial statements (IFRS). 

Disclosure of table EU PV1 in accordance with Article 436 (e) of the CRR is not relevant for pbb Group in this respect. pbb 

Group does not apply the core approach for the determination of additional valuation adjustments (AVAs) according to Chap-

ter III of the Delegated Regulation.  

Neither the additional valuation adjustments (AVAs) pursuant to Article 34 of the CRR in conjunction with Article 105 of the 

CRR with regard to the prudent valuation of assets measured at fair value nor the further ñprudential filtersò pursuant to 

Articles 32 (Securitised assets), 33 (Cash flow hedges and changes in the value of own liabilities) and 35 (Unrealised gains 

and losses measured at fair value) of the CRR have any impact on the carrying amounts in the financial statements (IFRS) 

or the regulatory exposure values. These prudential filters adjust the reported equity as calculated in accordance with the 

IFRS; they increase or reduce the regulatory own funds.  

As at the disclosure date, the additional valuation adjustments for pbb Group amounted to around ú 5 million (0.1% of the 

above-mentioned total of the absolute value of the assets and liabilities recognised at fair value). These are deducted in full 

from Common Equity Tier 1 (CET1) capital, as shown in the EU CC1 table (line 7). 
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Own funds 
This chapter presents the information pursuant to Article 437 of the CRR on pbb Groupôs own funds. It also contains general 

information on own funds and eligible liabilities (MREL). Disclosure pursuant to Article 437a of the CRR (Total Loss Absorbing 

Capacity, TLAC) is not relevant for pbb Group. pbb is not classed as a Global Systemically Important Institution (G-SII) and 

is not subject to Article 92a or Article 92b of the CRR. The full qualitative and quantitative MREL information is to be disclosed 

for the first time as at 1 January 2024 pursuant to section 51 (3) of the German Act on the Recovery and Resolution of Credit 

Institutions (SAG) and pursuant to no. 10 of Implementing Regulation (EU) 2021/763 (regulatory reporting and disclosure of 

MREL).  

The main features of the Common Equity Tier 1, Additional Tier 1 and Tier 2 capital instruments issued by pbb in accordance 

with Article 437 (b) and (c) of the CRR are shown in the separate appendix ñDisclosure Report (31 December 2022) - Main 

Features of Capital Instrumentsò. The Appendix is published together with this Disclosure Report on pbbôs website under 

Investors / Mandatory Publications/ Disclosure Report in accordance with part 8 of the CRR.  

Regulatory own funds  

The regulatory own funds decisive for meeting the regulatory capital requirements, and therefore for the capital backing of 

the various risk types ï credit risk (counterparty credit risk), market risk, operational risk, settlement risk and CVA risk ï are 

determined based on the regulations set out in Part 2 of the CRR. They comprise:  

> Common Equity Tier 1 (CET1) capital 

> Additional Tier 1 (AT1) capital and 

> Tier 2 (T2) capital.  

They are based on pbbôs consolidated financial statements (IFRS), taking regulatory adjustments into account.  

The following table EU CC1 pursuant to Article 437 (a), (d), (e) and (f) of the CRR and Article 444 (e) of the CRR shows the 

composition of regulatory own funds, as well as the capital ratios and capital buffers for pbb Group as at the disclosure date. 

The own funds shown in the table are based on the COREP reporting of own funds and own funds requirements submitted 

by pbb Group as at 31 December 2022 (including the consolidated profit for 2022 less the AT1 coupon of ú 17 million and 

less the dividend of ú 0.95 per share carrying dividend entitlements proposed by the Management Board and the Supervisory 

Board, subject to approval by the Annual General Meeting). The Management Board and Supervisory Board will propose to 

the Annual General Meeting on 25 May 2023 to distribute a dividend of ú 0.95 per share entitled to dividends (totalling around 

ú 128 million). 

Table EU CC1 contains cross-references (column b) to the relevant item in table EU CC2 for the reconciliation of regulatory 

own funds with pbbôs published consolidated statement of financial position or reported equity (IFRS).  

 

Own funds and assets  



Own funds and assets 

Own funds 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 35 

EU CC1:  Composition of regulatory own funds     

    

  a b

All figures in ú million, unless otherwise stated

31.12.2022

Source based on reference 
numbers/letters of the balance 

sheet under the regulatory 
scope of consolidation

Common Equity Tier 1 (CET1) capital:  instruments and reserves   

1 Capital instruments and the related share premium accounts 2,017 Reference EU CC2, line 31

1a thereof: subscribed capital 380 Reference EU CC2, line 32

1b thereof: additional paid-in capital 1,637 Reference EU CC2, line 33

2 Retained earnings 1) 1,044 Reference EU CC2, line 34

3 Accumulated other comprehensive income (and other reserves) -106 Reference EU CC2, line 35

EU-3a Funds for general banking risk -  

4
Amount of qualifying items referred to in Article 484 (3) CRR and the 
related share premium accounts subject to phase out from CET1

-  

5 Minority interests (amount allowed in consolidated CET1) -  

EU-5a
Independently reviewed interim profits net of any foreseeable charge or 
dividend

43 Reference EU CC2, line 36

6
Common Equity Tier 1 (CET1) capital before regulatory adjust-
ments

2,998 Reference EU CC2, line 38

Common Equity Tier 1 (CET1) capital: regulatory adjustments   

7 Additional value adjustments (negative amount) -5 Reference EU CC2, line 39

8 Intangible assets (net of related tax liability) (negative amount) -30 Reference EU CC2, line 40

10
Deferred tax assets that rely on future profitability excluding those aris-
ing from temporary differences (net of related tax liability where the 
conditions in Article 38 (3) CRR are met) (negative amount)

-15 Reference EU CC2, line 41

11
Fair value reserves related to gains or losses on cash flow hedges of 
financial instruments that are not valued at fair value

27 Reference EU CC2, line 42

12
Negative amounts resulting from the calculation of expected loss 
amounts

- Reference EU CC2, line 43

13
Any increase in equity that results from securitised assets (negative 
amount)

-  

14
Gains or losses on liabilities valued at fair value resulting from changes 
in own credit standing

- Reference EU CC2, line 44

15 Defined-benefit pension fund assets (negative amount) -  

16
Direct, indirect and synthetic holdings by an institution of own CET1 in-
struments (negative amount)

-  

17

Direct, indirect and synthetic holdings of the CET 1 instruments of fi-
nancial sector entities where those entities have reciprocal cross hold-
ings with the institution designed to inflate artificially the own funds of 
the institution (negative amount)

-  

18

Direct, indirect and synthetic holdings by the institution of the CET1 in-
struments of financial sector entities where the institution does not 
have a significant investment in those entities (amount above 10% 
threshold and net of eligible short positions) (negative amount)

-  

19

Direct, indirect and synthetic holdings by the institution of the CET1 in-
struments of financial sector entities where the institution has a signifi-
cant investment in those entities (amount above 10% threshold and net 
of eligible short positions) (negative amount)

-  

EU-20a
Exposure amount of the following items which qualify for a RW of 
1250%, where the institution opts for the deduction alternative

-  

EU-20b
thereof: qualifying holdings outside the financial sector (negative 
amount)

-  

EU-20c thereof: securitisation positions (negative amount) -  

EU-20d thereof: free deliveries (negative amount) -  
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  (a) (b)

All figures in ú million, unless otherwise stated

31.12.2022

Source based on reference 
numbers/letters of the balance 

sheet under the regulatory 
scope of consolidation

21
Deferred tax assets arising from temporary differences (amount above 
10% threshold, net of related tax liability where the conditions in Article 
38 (3) CRR are met) (negative amount)

-  

22 Amount exceeding the 17,65% threshold (negative amount) -  

23
thereof: direct, indirect and synthetic holdings by the institution of 
the CET1 instruments of financial sector entities where the institu-
tion has a significant investment in those entities

-  

25 thereof: deferred tax assets arising from temporary differences -  

EU-25a Losses for the current financial year (negative amount) -  

EU-25b

Foreseeable tax charges relating to CET1 items except where the insti-
tution suitably adjusts the amount of CET1 items insofar as such tax 
charges reduce the amount up to which those items may be used to 
cover risks or losses (negative amount)

-  

27
Qualifying AT1 deductions that exceed the AT1 items of the institution 
(negative amount)

-  

27a
Other regulatory adjustments to CET1 capital (including IFRS 9 transi-
tional adjustments when relevant)

-132 Reference EU CC2, line 45

28 Total regulatory adjustments to Common Equity Tier 1 (CET1) -155 Reference EU CC2, line 46

29 Common Equity Tier 1 (CET1) capital 2,843 Reference EU CC2, line 47

Additional Tier 1 (AT1) capital: instruments   

30 Capital instruments and the related share premium accounts 298 Reference EU CC2, line 48

31 thereof: classified as equity under applicable accounting standards 298 Reference EU CC2, line 49

32
thereof: classified as liabilities under applicable accounting stand-
ards

- Reference EU CC2, line 50

33
Amount of qualifying items referred to in Article 484 (4) CRR and the 
related share premium accounts subject to phase out from AT1 as de-
scribed in Article 486(3) CRR

-  

EU-33a
Amount of qualifying items referred to in Article 494a(1) CRR subject to 
phase out from AT1

-  

EU-33b
Amount of qualifying items referred to in Article 494b(1) CRR subject to 
phase out from AT1

-  

34
Qualifying Tier 1 capital included in consolidated AT1 capital (including 
minority interests not included in row 5) issued by subsidiaries and held 
by third parties

-  

35 thereof: instruments issued by subsidiaries subject to phase out -  

36 Additional Tier 1 (AT1) capital before regulatory adjustments 298 Reference EU CC2, line 51

Additional Tier 1 (AT1) capital: regulatory adjustments   

37
Direct, indirect and synthetic holdings by an institution of own AT1 in-
struments (negative amount)

-  

38

Direct, indirect and synthetic holdings of the AT1 instruments of finan-
cial sector entities where those entities have reciprocal cross holdings 
with the institution designed to inflate artificially the own funds of the in-
stitution (negative amount)

-  

39

Direct, indirect and synthetic holdings of the AT1 instruments of finan-
cial sector entities where the institution does not have a significant in-
vestment in those entities (amount above 10% threshold and net of eli-
gible short positions) (negative amount)

-  

40

Direct, indirect and synthetic holdings by the institution of the AT1 in-
struments of financial sector entities where the institution has a signifi-
cant investment in those entities (net of eligible short positions) (nega-
tive amount)

-  
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  (a) (b)

All figures in ú million, unless otherwise stated

31.12.2022

Source based on reference 
numbers/letters of the balance 

sheet under the regulatory 
scope of consolidation 

41 Empty set in the EU -  

42
Qualifying T2 deductions that exceed the T2 items of the institution 
(negative amount)

-  

42a Other regulatory adjustments to AT1 capital -  

43 Total regulatory adjustments to Additional Tier 1 (AT1) capital 0 Reference EU CC2, line 53

44 Additional Tier 1 (AT1) capital 298 Reference EU CC2, line 54

45 Tier 1 capital (T1 = CET1 + AT1) 3,141 Reference EU CC2, line 55

Tier 2 (T2) capital: instruments   

46 Capital instruments and the related share premium accounts 505 Reference EU CC2, line 56

47
Amount of qualifying  items referred to in Article 484 (5) CRR and the 
related share premium accounts subject to phase out from T2 as de-
scribed in Article 486(4) CRR

-  

EU-47a
Amount of qualifying  items referred to in Article 494a (2) CRR subject 
to phase out from T2

-  

EU-47b
Amount of qualifying  items referred to in Article 494b (2) CRR subject 
to phase out from T2

-  

48
Qualifying own funds instruments included in consolidated T2 capital 
(including minority interests and AT1 instruments not included in rows 5 
or 34) issued by subsidiaries and held by third parties

-  

49 thereof: instruments issued by subsidiaries subject to phase out -  

50 Credit risk adjustments 61 Reference EU CC2, line 57

51 Tier 2 (T2) capital before regulatory adjustments 566 Reference EU CC2, line 58

Tier 2 (T2) capital: regulatory adjustments   

52
Direct, indirect and synthetic holdings by an institution of own T2 instru-
ments and subordinated loans (negative amount)

-  

53

Direct, indirect and synthetic holdings of the T2 instruments and subor-
dinated loans of financial sector entities where those entities have re-
ciprocal cross holdings with the institution designed to inflate artificially 
the own funds of the institution (negative amount)

-  

54

Direct, indirect and synthetic holdings of the T2 instruments and subor-
dinated loans of financial sector entities where the institution does not 
have a significant investment in those entities (amount above 10% 
threshold and net of eligible short positions) (negative amount)

-  

55

Direct, indirect and synthetic holdings by the institution of the T2 instru-
ments and subordinated loans of financial sector entities where the in-
stitution has a significant investment in those entities (net of eligible 
short positions) (negative amount)

-  

EU-56a 
Qualifying eligible liabilities deductions that exceed the eligible liabilities 
items of the institution (negative amount)

-  

EU-56b Other regulatory adjustments to T2 capital -  

57 Total regulatory adjustments to Tier 2 (T2) capital 0 Reference EU CC2, line 60

58 Tier 2 (T2) capital 566 Reference EU CC2, line 61

59 Total capital (TC = T1 + T2) 3,707 Reference EU CC2, line 62

60 Total Risk exposure amount 17,017  
    



Own funds and assets 

Own funds 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 38 

    

  (a) (b)

All figures in ú million, unless otherwise stated

31.12.2022

Source based on reference 
numbers/letters of the balance 

sheet under the regulatory 
scope of consolidation 

   

61
Common Equity Tier 1 (as a percentage of total risk exposure 
amount)

16.71%  

62 Tier 1 (as a percentage of total risk exposure amount) 18.46%  

63 Total capital (as a percentage of total risk exposure amount) 21.78%  

64

Institution CET1 overall capital requirement (CET1 requirement in ac-
cordance with Article 92 (1) CRR, plus additional CET1 requirement 
which the institution is required to hold in accordance with point (a) of 
Article 104(1) CRD,  plus combined buffer requirement in accordance 
with Article 128(6) CRD) expressed as a percentage of risk exposure 
amount)

8.62%  

65 thereof: capital conservation buffer requirement 2.50%  

66 thereof: countercyclical buffer requirement 0.22%  

67 thereof: systemic risk buffer requirement -  

EU-67a
thereof: Global Systemically Important Institution (G-SII) or Other 
Systemically Important Institution (O-SII) buffer

-  

EU-67b
thereof: additional own funds requirements to address the risks 
other than the risk of excessive leverage

1.41%  

68
Common Equity Tier 1 available to meet buffers (as a percentage 
of risk exposure amount) 10.58%  

Amounts below the thresholds for deduction (before risk weighting)   

72

Direct and indirect holdings of own funds and  eligible liabilities of finan-
cial sector entities where the institution does not have a significant in-
vestment in those entities (amount below 10% threshold and net of eli-
gible short positions)

-  

73

Direct and indirect holdings by the institution of the CET1 instruments 
of financial sector entities where the institution has a significant invest-
ment in those entities (amount below 17.65% thresholds and net of eli-
gible short positions)

-  

75
Deferred tax assets arising from temporary differences (amount below 
17,65% threshold, net of related tax liability where the conditions in Ar-
ticle 38 (3) CRR are met)

105  

Applicable caps on the inclusion of provisions in Tier 2   

76
Credit risk adjustments included in T2 in respect of exposures subject 
to standardised approach (prior to the application of the cap)

-  

77
Cap on inclusion of credit risk adjustments in T2 under standardised 
approach

27  

78
Credit risk adjustments included in T2 in respect of exposures subject 
to internal ratings-based approach (prior to the application of the cap)

61  

79
Cap for inclusion of credit risk adjustments in T2 under internal ratings-
based approach

82  

Capital instruments subject to phase-out arrangements (only applicable be-
tween 1 Jan 2014 and 1 Jan 2022)

  

80 Current cap on CET1 instruments subject to phase out arrangements -  

81
Amount excluded from CET1 due to cap (excess over cap after re-
demptions and maturities)

-  

82 Current cap on AT1 instruments subject to phase out arrangements -  

83
Amount excluded from AT1 due to cap (excess over cap after redemp-
tions and maturities)

-  

84 Current cap on T2 instruments subject to phase out arrangements -  

85
Amount excluded from T2 due to cap (excess over cap after redemp-
tions and maturities)

-  
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Tier 1 capital  

Regulatory Tier 1 capital pursuant to Article 25 of the CRR consists of Common Equity Tier 1 (CET1) capital and Additional 

Tier 1 (AT1) capital. It is based on the reported equity according to IFRS in the amount of ú 3,425 million, with regulatory 

adjustments.   

Common Equity Tier 1 capital  

The conditions for Common Equity Tier 1 capital pursuant to Articles 26 to 50 of the CRR apply as at the disclosure date.  

As in the previous year, pbbôs subscribed capital (share capital) amounted to around ú 380 million (EU CC1, line 1a) as at 

31 December 2022, and is composed of 134,475,308 registered ordinary bearer shares in the form of no-par value shares 

with a notional interest in the subscribed capital (share capital) of around ú 2.83 per share. As in the previous year, pbb did 

not hold any treasury shares in the 2022 financial year. 

In addition to the subscribed capital (share capital), the Common Equity Tier 1 capital consists of the capital reserve of ú 1,637 

million (line 1b), the retained earnings of ú 1,087 million (lines 2 and EU-5a, after deduction of the dividend of ú 0.95 per no-

par value share carrying dividend entitlements (ú 128 million) proposed by the Management Board and the Supervisory 

Board, subject to approval by the Annual General Meeting) and the accumulated other comprehensive income of ú -106 

million (line 3). The Common Equity Tier 1 capital before regulatory adjustments amounts to ú 2,998 million (line 6). 

The Common Equity Tier 1 capital before regulatory adjustments of ú 2,998 million is subject to various regulatory adjust-

ments defined in the CRR, with a total of ú 155 million being deducted (line 28):  

> The value adjustments based on the requirements for the prudent valuation of assets recognised at fair value 

in the amount of ú 5 million are deducted from CET1 in full (line 7).  

 

When calculating its own funds, pbb Group takes into account the requirements for the prudent valuation of 

assets recognised at fair value in accordance with Article 34 CRR in conjunction with Article 105 of the CRR. 

pbb Group uses the simplified approach to determine these additional valuation adjustments. Institutions may 

apply this approach if the sum of the absolute value of fair-valued assets and liabilities, as stated in the institu-

tion's financial statements, less the offsetting options, is less than the threshold value of ú 15 billion. For pbb 

Group, this figure amounts to ú 4.6 billion as at the disclosure date in accordance with pbbôs consolidated 

financial statements (IFRS). 

 

> Intangible assets (mainly purchased and internally developed software) totalling ú 49 million are deducted from 

CET1 in accordance with Article 37 of the CRR in conjunction with Article 36 (1) (b) of the CRR in the amount 

of ú 30 million (line 8). 

 

An exception to the deduction of intangible assets under Article 36 (1) (b) of the CRR applies to prudently 

valued software assets that are calculated over a regulatory amortisation period of three years (but no longer 

than the amortisation period for accounting purposes). pbb Group applies this provision to prudently valued 

software assets in the amount of ú 19 million. 

 

The European Banking Authority (EBA) is using this provision in an attempt to strike a balance between two 

conflicting interests: on the one hand, in the context of digitalisation, it is necessary and desirable for banks to 

invest in their IT without having to fear a negative impact on their regulatory own funds, while on the other hand, 

the software used only has a very limited period of use in the event that a bank is liquidated or taken over. 

 

In addition to the amortisation period for accounting purposes, which is not changed, a shorter regulatory amor-

tisation period of a maximum of three years applies. This must not exceed the amortisation period for account-

ing purposes. The start of the amortisation period is the time at which the institution starts using the software, 

as in the statement of financial position. Software that is not yet used by the institution (because it is still being 

developed) still has to be deducted from CET1 in full. Once the institution starts using the software, only the 
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difference between the amortisation recognised in the balance sheet and the higher regulatory amortisation is 

to be deducted from CET1. Each software item and each addition must be considered separately. 

 

The software that is not deducted from CET1 is to be allocated to risk-weighted assets and assigned a risk 

weight of 100%. pbb Group reports these software assets in the IRB approach in the exposure class ñOther 

non-credit obligation assetsò. 

 

> Deferred tax assets that do not result from temporary differences (after offsetting against deferred tax liabilities 

in the balance sheet) are deducted from CET1 in accordance with Article 38 (3) of the CRR in the amount of 

ú 15 million (line 10). The deferred tax assets of ú 105 million resulting from temporary differences are risk-

weighted in the credit risk standardised approach in the ñOther itemsò exposure class. 

 

> The hedging reserve for cash flow hedges of ú -27 million still included in the accumulated other comprehensive 

income is fully eliminated again in accordance with Article 33 of the CRR (line 11, ú +27 million).  

 

> For banks using the advanced Internal Ratings-Based Approach (IRBA), if a value adjustment deficit arises 

from the impairments recognised (stage 1 to stage 3) and from provisions in the lending business compared to 

the expected loss, this must be deducted from CET1 in accordance with Article 159 of the CRR (line 12). At the 

end of 2022, there was a value adjustment excess of ú 61 million (line 50), which explains why there is no 

deduction item. 

 

> The item ñOther regulatory adjustmentsò in the amount of ú -132 million (EU CC1, line 27a) primarily includes 

the following deduction items from CET1:   

 

¶ Obligations from bank levies in the amount of ú 42 million. This includes, in particular, expenses for 

collateral payments for the European bank levy paid to BaFin as the national resolution authority, as 

well as the payments made to the compensation scheme of German banks (statutory deposit protec-

tion scheme) and the deposit protection fund of private banks in the Federal Association of German 

Banks (BdB). The deduction obligation is derived from the ECBôs SREP notice. 

 

¶ Gains and losses from derivative liabilities recognised at fair value resulting from the institutionôs own 

credit risk (debt value adjustment, DVA) amounting to ú 8 million. The deduction obligation for the DVA 

is based on Article 33 (1) (c) of the CRR.  

 

¶ An amount of ú 51 million for the minimum loss coverage for non-performing exposures (NPL back-

stop).  

 

In this context, pbb Group has credit losses of ú 42 million resulting in an NPL backstop in accordance 

with the minimum loss coverage for non-performing exposures under Regulation (EU) 2019/630. Arti-

cles 47a et seqq. of the CRR introduced by this Regulation shall apply to defaulted loans and advances 

extended or increased after 26 April 2019.  

 

Credit losses that lead to an NPL backstop according to the addendum of the European Central Bank 

(ECB) amount to ú 3 million. The ECB Addendum (ñAddendum to the ECB Guidance to banks on non-

performing loans: supervisory expectations for prudential provisioning of non-performing exposuresò) 

extended the rules to cover non-performing exposures classified as such from 1 April 2018 onwards, 

meaning that they are not covered by Articles 47a et seqq. of the CRR mentioned above. 

 

In addition to the aforementioned regulations, institutions receive SREP (Supervisory Review and Eval-

uation Process) notices from the ECB for their exposures classified as non-performing before 1 April 

2018 (legacy portfolio). These contain NPL backstop recommendations in a slightly modified form. For 

pbb Group, the legacy portfolio results in an NPL backstop of around ú 6 million. 
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¶ As a precautionary measure, an amount of ú 30 million was deducted from CET1 in accordance with 

Article 3 of the CRR. Article 3 of the CRR allows the institutions to make an additional capital deduction 

beyond the provisions of the CRR. In light of the difficult macro-economic environment and the tense 

situation on the real estate markets, pbb made use of this as a precautionary measure.  

All in all, pbb Groupôs Common Equity Tier 1 capital (CET1) amounted to ú 2,843 million as at the disclosure date. 

Additional Tier 1 capital  

In addition to its Common Equity Tier 1 (CET1) capital, pbb Groupôs Tier 1 capital consists of Additional Tier 1 (AT1) capital, 

to which the provisions set out in Articles 51 to 61 of the CRR apply. 

The Additional Tier 1 capital comprises subordinated bearer bonds with a total nominal amount of ú 300 million and an initial 

interest rate of 5.750% p.a., which were issued by pbb in April 2018 and are available for an indefinite period without any 

incentive to redeem. From an accounting perspective, the AT1 capital is also classed as own funds in accordance with IFRS, 

since ï subject to certain conditions ï there is neither an obligation to repay the bond nor is there an obligation for ongoing 

debt service (discretionary coupon in principle). A coupon payment of ú 17 million was made in relation to the AT1 capital in 

the first half of 2022, reported under the liabilities item ñAdditional equity instruments (AT1)ò. 

While the bonds have a perpetual maturity, pbb has an ordinary right to call them for the first time as at 28 April 2023 and 

every five years thereafter, and also for regulatory and tax reasons, in each case subject to the prior approval of the relevant 

supervisory authority. The creditors have no ordinary right to call the bonds.  

The bond terms also provide for a temporary write-down of the nominal amount if the CET1 ratio falls below a 7.0% threshold. 

The threshold of 7.0% relates primarily to pbb Group in accordance with IFRS. This threshold also applies at the level of the 

individual institution in accordance with the German Commercial Code (HGB) if pbb is no longer exempt from the requirement 

to determine the regulatory ratios on a single-entity basis. In addition to the above-mentioned contractual write-down right, 

the responsible resolution authority has the (statutory) option of converting the bonds into pbb shares, or to write the bonds 

down (bail-in) in the event of a crisis involving pbb ï subject to conditions that are more closely defined by law.   

The bonds constitute direct, unsecured and subordinated liabilities of the issuer that rank pari passu with each other, but 

enjoy priority over liabilities of the issuer resulting from Common Equity Tier 1 capital instruments. In the event of resolu tion 

measures in relation to the issuer, and in the event of the dissolution, liquidation or insolvency of the issuer, the liabilities 

arising from the bonds are only serviced once the Tier 2 capital has been repaid.  

No regulatory adjustments were made in relation to the Additional Tier 1 capital. 

With this issue, pbb Groupôs Additional Tier 1 (AT1) capital amounts to ú 298 million (nominal amount of ú 300 million less 

ú 2 million in issue costs).  

Tier 2 capital 

pbb Groupôs Tier 2 (T2) capital comprises longer-term subordinated liabilities to which the provisions set out in Articles 62 to 

65 apply.  

All subordinated liabilities are subject to interest at standard market rates. The issuer is not subject to any early repayment 

obligations. They are subordinated to the claims of all other creditors which are not themselves subordinated (in the event of 

liquidation, insolvency or in the event of any other insolvency or other proceedings), but rank senior to both the liquidation 

claims of the shareholders and the claims associated with the AT1 capital instruments (Additional Tier 1 capital). No subse-

quent restrictions can be imposed on subordination, term or period of notice. Debtor termination rights are possible, subject  

to certain contractual requirements. The original terms are at least 5 years and are usually between 10 and 20 years. The 

responsible resolution authority has the (statutory) option of converting the Tier 2 capital into pbb shares, or to write the Tier 2 

capital down (bail-in) in the event of a crisis involving pbb ï subject to conditions that are more closely defined by law. 
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Taking discounts and amortisation into account in accordance with Article 64 CRR, and after adding the value adjustment 

excess of ú 61 million (EU CC1, line 50), the Tier 2 (T2) capital comes to a total of ú 566 million as at the disclosure date. In 

accordance with Article 62 (d) of the CRR, any value adjustment excess ï resulting from the comparison of impairments 

recognised and provisions set up in the lending business against the expected loss ï is to be added to the Tier 2 (T2) capital 

in an amount corresponding to a maximum of 0.6% of the risk-weighted assets (RWA). By contrast, no regulatory adjustments 

were made in relation to the Tier 2 capital.  

Own funds 

pbb Groupôs own funds total ú 3,707 million (ú +4 million compared to 30 June 2022) and consist of ú 2,843 million Common 

Equity Tier 1 capital (CET1, ú +2 million), Additional Tier 1 (AT1) capital of ú 298 million and ú 566 million Tier 2 capital (T2, 

ú +1 million).  

Net income after taxes of ú 187 million had a particularly positive effect on the development of own funds. Regulatory own 

funds for the first half of 2022 are calculated excluding consolidated profit generated during the period from 1 January to 

30 June 2022. The slight increase in Common Equity Tier 1 capital (CET1) by ú 2 million is primarily attributable to an overall 

increase of capital deductions (regulatory adjustments), especially to the capital deduction made as a precautionary measure 

in accordance with Article 3 of the CRR and the minimum loss coverage for non-performing exposures (NPL backstop). The 

modest ú 1 million increase in Tier 2 (T2) capital is primarily due to the generated value adjustment excess. This was offset 

by repayments of subordinated liabilities that fell due and decreases in the recognition of subordinated bonds due to daily 

amortisation in accordance with Article 64 of the CRR.  

Reconciliation of regulatory own funds and reported equity  

Pursuant to Article 437 (a) of the CRR, the following table EU CC2 shows the reconciliation of regulatory own funds to pbbôs 

consolidated statement of financial position as at 31 December 2022, in particular to the reported equity (IFRS). The table 

contains cross-references (column c) to the relevant regulatory own funds item in the EU CC1 table. 

pbb Groupôs reported equity (IFRS) amounts to ú 3,425 million at the end of 2022 (EU CC2, line 29). Further information on 

the composition of reported equity under IFRS and its development is set out in pbb Groupôs 2022 Annual Report (published 

on pbbôs website), in the notes ñStatement of changes in equityò (page 106), 24 ñEquityò (page 127) and 63 ñEquityò (pages 

156 et seq.).   
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EU CC2:  Reconciliation of regulatory own funds to balance sheet in the audited financial statements  

    

  a c

 

 

Balance sheet as in 
published financial 

statements under regu-
latory scope of consoli-

dation 1)

Reference

All figures in ú million 31.12.2022  

Assets - Breakdown by asset clases according to the balance sheet in the published 
financial statements

  

1 Cash reserve 1,044  

2 Financial assets at fair value through profit or loss 1,075  

3 Financial assets at fair value through other comprehensive income 1,692  

4 Financial assets at amortised cost after credit loss allowances 48,734  

5 Positive fair values of hedge accounting derivatives 262  

6 Valuation adjustment from portfolio hedge accounting (assets) -84  

7 Tangible assets 27  

8 Intangible assets 49  

9 Other assets 58  

10 Current income tax assets 31  

11 Deferred income tax assets 119  

12 Total assets 53,007  

Liabilities - Breakdown by liability clases according to the balance sheet in the pub-
lished financial statements

  

13 Financial liabilities at fair value through profit or loss 686  

14 Financial liabilities measured at amortised cost 47,672  

15 Subordinated liabilities 2) 635  

16 Negative fair values of hedge accounting derivatives 1,125  

17 Valuation adjustment from portfolio hedge accounting (liabilities) -112  

18 Provisions 135  

19 Other liabilities 57  

20 Current income tax liabilities 19  

21 Liabilities 49,582  

22 Equity attributable to the shareholders of pbb 3,125  

23 Subscribed capital 380  

24 Additional paid-in capital 1,637  

25 Retained earnings 1,214  

26 Accumulated other comprehensive income -106  

27 Additional equity instruments (AT1) 2) 298  

28 Non-controlling interests 3) 2  

29 Equity 3,425  

30 Total equity and liabilities 53,007  

    

Shareholders' Equity   

 Common Equity Tier 1 (CET1): Instruments and reserves   

31 Capital instruments and the related share premium accounts 2,017 Reference EU CC1, line 1

32 thereof: subscribed capital 380 Reference EU CC1, line1a

33 thereof: additional paid-in capital 1,637 Reference EU CC1, line 1b

34 Retained earnings 1,044
Reference EU CC1, lines 2 and 

EU-5a

35 Accumulated other comprehensive income -106 Reference EU CC1, line 3

36 Independently reviewed interim profits net of any foreseeable charge or dividend 43 Reference EU CC1, line EU-5a

37 Distribution of a dividend (for information purposes) 4) 128  

38 Common Equity Tier 1 (CET1) before regulatory adjustments 2,998 Reference EU CC1, line 6

 Common Equity Tier 1 (CET1): regulatory adjustments   

39 Additional value adjustments (negative amount) -5 Reference EU CC1, line 7

40 Intangible assets (net of related tax liability) (negative amount) -30 Reference EU CC1, line 8

41
Deferred tax assets that rely on future profitability excluding those arising from 
temporary differences (net of related tax liability where the conditions in Article 
38 (3) CRR are met) (negative amount)

-15 Reference EU CC1, line 10
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  a c

 

 

Balance sheet as in 
published financial 

statements 
under regulatory scope 

of consolidation 1)

Reference

All figures in ú million 31.12.2022  

42 Fair value reserves related to gains or losses on cash flow hedges 27 Reference EU CC1, line 11

43 Negative amounts resulting from the calculation of expected loss amounts - Reference EU CC1, line 12

44
Gains or losses on liabilities valued at fair value resulting from changes in own 
credit standing

- Reference EU CC1, line 14

45 Other regulatory adjustments to CET1 capital -132 Reference EU CC1, line 27a

46 Total regulatory adjustments to Common equity Tier 1 (CET1) -155 Reference EU CC1, line 28

47 Common Equity Tier 1 (CET1) capital 2,843 Reference EU CC1, line 29

 Additional Tier 1 (AT1) capital: Instruments and reserves   

48 Capital instruments and the related share premium accounts 298 Reference EU CC1, line 30

49 thereof: classified as equity under applicable accounting standards 298 Reference EU CC1, line 31

50 thereof: classified as liabilities under applicable accounting standards - Reference EU CC1, line 32

51 Additional Tier 1 (AT1) capital before regulatory adjustments 298 Reference EU CC1, line 36

 Additional Tier 1 (AT1) capital: regulatory adjustments   

52 Not applicable at pbb -  

53 Total regulatory adjustments to Additional Tier 1 (AT1) capital 0 Reference EU CC1, line 43

54 Additional Tier 1 (AT1) capital 298 Reference EU CC1, line 44

55 Tier 1 capital (T1 = CET1 + AT1) 3,141 Reference EU CC1, line 45

 Tier 2 (T2) capital: Instruments and reserves   

56 Capital instruments and the related share premium accounts 505 Reference EU CC1, line 46

57 Credit risk adjustments 61 Reference EU CC1, line 50

58 Tier 2 (T2) capital before regulatory adjustments 566 Reference EU CC1, line 51

 Tier 2 (T2) capital: regulatory adjustments   

59 Not applicable at pbb -  

60 Total regulatory adjustments to Tier 2 (T2) capital 0 Reference EU CC1, line 57

61 Tier 2 (T2) capital 566 Reference EU CC1, line 58

62 Total capital (TC = T1 + T2) 3,707 Reference EU CC1, line 59
    

1) There are no differences between the scope of prudential consolidation pursuant to the CRR and the accounting scope of consolidation for the IFRS consolidated finan-

cial statements as at the disclosure date. As a result, columns a and b of the EU CC2 template were combined into one column a in accordance with the Pillar 3 frame-

work, Annex 8, no. 9. 
2) Additional Tier 1 (AT1) capital qualifies as equity for accounting purposes pursuant to the IFRS because there is no obligation to repay, or to make debt servicing pay-

ments on an ongoing basis. 

Tier 2 (T2) capital instruments are included in the IFRS balance sheet under liabilities. 
3) The non-controlling interests (line 28) result from the participating interest held by Caisse des Dépôts et Consignations (CDC) in CAPVERIANT GmbH. These are not 

included in regulatory own funds.   
4) The Management Board and Supervisory Board will propose to the Annual General Meeting on 25 May 2023 to distribute a dividend of ú 0.95 per share entitled to divi-

dends (totalling ú 128 million, see line 37). Regulatory own funds are calculated excluding this proposed dividend, subject to approval by the Annual General Meeting 
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Own funds and eligible liabilities (Minimum Requirements for Own Funds and Eligible Liabilities Instruments, 

MREL) 

Under the recovery and resolution regime (pursuant to the Bank Recovery and Resolution Directive (BRRD), which was 

revised within the framework of the EU Banking Package in 2019 and implemented into national law through the German Act 

on the Recovery and Resolution of Credit Institutions, institutions are required to maintain, in addition to regulatory capital, 

liabilities that can be converted to equity in accordance with the MREL ratio. However, there are clear limits to the ability to 

convert liabilities (the ñbail-in capacityò). In particular, there is the principle that no investor may be placed in a less advanta-

geous position than is permitted under regular insolvency proceedings (the principle of 'no creditor worse off' ï or NCWO). 

For example, this means that deposits covered by a national deposit guarantee scheme are not eligible for bail-in and thus 

excluded from conversion.  

The exact level of the MREL ratio is determined by regulators individually for each institution concerned. pbb aims to maintain 

an MREL ratio of at least 8% in relation to total liabilities and own funds (TLOF) in line with the regulatory target set by the 

resolution authority. At ú 1.6 billion, this requirement was significantly exceeded in the 2022 financial year (2021: ú 1.8 billion). 

Information on own funds and eligible liabilities (MREL) pursuant to Article 437a of the CRR and section 51 (3) of the German 

Act on the Recovery and Resolution of Credit Institutions (Sanierungs- und Abwicklungsgesetz ï ñSAGò) in conjunction with 

EBA standard EBA/ITS/2020/06 is to be disclosed for the first time as at 31 December 2024.  

Relief pursuant to Articles 468 and 473a of the CRR  

pbb Group does not apply the relief pursuant to Article 468 of the CRR (temporary treatment of unrealised gains and losses 

measured at fair value through other comprehensive income, period of temporary treatment: 1 January 2020 to 31 December 

2022) or the optional transitional arrangements pursuant to Article 473a of the CRR (transitional arrangements for mitigating 

the impact of the introduction of IFRS 9 on own funds, period of temporary treatment: 1 January 2020 to 31 December 2024) 

in conjunction with Amending Regulation (EU) 2020/873 (ñCRR Quick Fixò). 

In previous years, pbb Group also did not make use of the original optional transitional arrangements under Article 473a of 

the CRR in conjunction with Guidelines EBA/GL/2018/01 for mitigating the impact of the introduction of IFRS 9 as of 1 January 

2018. 

As a result, the own funds, capital ratios and leverage ratio presented in this Disclosure Report represent the full impact of 

the introduction of IFRS 9 and the expected credit loss impairment model, as well as the full impact of unrealised gains/losses 

from financial instruments measured at fair value (equity item ñAccumulated other comprehensive incomeò). 

Consequently, table IFRS 9/Article 468-FL ñComparison of institutionsô own funds and capital and leverage ratios with and 

without the application of transitional arrangements for IFRS 9 or analogous ECLs, and with and without the application of 

the temporary treatment in accordance with Article 468 of the CRRò in accordance with the Guidelines EBA/GL/2020/12 is 

not relevant for pbb Group.  
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Countercyclical capital buffer  
This chapter sets out information on the countercyclical capital buffer for pbb Group in accordance with Article 440 of the 

CRR.  

Countercyclical capital buffer  

The countercyclical capital buffer (CCyB) pursuant to section 10d of the KWG is considered to be a macroprudential instru-

ment of banking supervision. It is designed, in particular, to counter the risk of excessive credit growth in the banking sector, 

i.e. in times of excessive credit growth, the banks are obliged to create an additional capital buffer (using Common Equity 

Tier 1 (CET1) capital), increasing their loss-absorbing capacity in the event of a crisis.  

Domestic countercyclical capital buffer  

Pursuant to section 10d (3) of the KWG, the domestic countercyclical capital buffer (CCyB) can generally amount to between 

0% and 2.5% of the total risk exposure amount (risk-weighted assets, RWA) and is subject, in Germany, to quarterly checks 

by the Federal Financial Supervisory Authority (BaFin) to ensure it is appropriate, with adjustments being made if necessary. 

This involves BaFin assessing the intensity of the cyclical systemic risk and evaluating which value is appropriate for the 

domestic countercyclical capital buffer. 

As at the disclosure date of 31 December 2022, the value for Germany remains unchanged at 0%. 

In its general administrative act of 31 January 2022, BaFin increased the domestic countercyclical capital buffer from 0% to 

0.75% of risk-weighted assets as at 1 February 2022. This is designed as a preventative measure to strengthen the resilience 

of the German banking system. The implementation period for institutions is twelve months, and the aforementioned value 

has to be applied to the calculation of the institution-specific countercyclical capital buffer from 1 February 2023 onwards.  

Individual institution-specific countercyclical capital buffer  

pbb Group has to determine its own institution-specific CCyB (ICCyB). The value of the countercyclical capital buffer relevant 

for Germany has to be taken into account and applied to the sum of the relevant credit exposures in Germany. In addition to 

the domestic countercyclical capital buffer, foreign countercyclical capital buffers from countries in which pbb Group has 

receivables also have to be included. The countercyclical capital buffers valid in these countries (EU CCyB1, column m) also 

have to be recognised on a pro rata basis. This means that the institution-specific countercyclical capital buffer for pbb Group 

is derived from the weighted average of the domestic and foreign capital buffers for those countries in which pbb Group has 

significant credit exposures to the private sector (EU CCyB1: sum of the weighted own funds requirement per country in 

accordance with column l, multiplied by the country-specific CCyB in % according to column m).  

Capital buffer for systemic risks  

In addition to the increase in the domestic countercyclical capital buffer described above (to 0.75% effective 1 February 2023), 

BaFin also introduced a sector-specific systemic risk buffer of 2.00% with its ñGeneral Administrative Act ordering a capital 

buffer for systemic risks under section 10e of the KWGò dated 30 March 2022. This systemic risk buffer applies to exposures 

concerning loans secured by residential real estate, and is also intended to counteract the specific risks in the residential real 

estate market that cannot be fully covered by the CCyB. The own funds requirement for the systemic risk buffer, like the 

CCyB, must be maintained in Common Equity Tier 1 (CET1) capital. Banks have until 1 February 2023 to comply with the 

requirement.  
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Quantitative information on the countercyclical capital buffer  

The following tables pursuant to Article 440 (a) and (b) of the CRR show the amount of the pbb Group-specific countercyclical 

capital buffer (EU CCyB2), as well as the geographical distribution of credit exposures relevant for the calculation of the 

countercyclical capital buffer (EU CCyB1). 

The institution-specific countercyclical capital buffer for pbb Group as at 31 December 2022 is up 0.20 percentage points to 

0.22% compared to the end of the first six months of 2022, meaning that it remains well below the applicable maximum ratio 

of 2.5%. 

The rise was due to increased countercyclical capital buffers in countries in which pbb Group has receivables. The calculation 

of pbb Groupôs ICCyB took into account the country-specific countercyclical capital buffers of the Czech Republic (1.5%, +1.0 

percentage points compared to 30 June 2022), the United Kingdom (1.0%, +1.0 percentage points), Sweden (1.0%, +1.0 

percentage points), Romania (0.5%, +0.5 percentage points), Slovakia (1.0%, unchanged), and Luxembourg (0.5%, un-

changed). The domestic countercyclical capital buffers of the other countries in which pbb Group has significant exposures 

either amount to 0%, or have not been set by the competent supervisory authority. 

The own funds requirement of ú 37 million (0.22% of the risk-weighted exposure amounts) is to be held in Common Equity 

Tier 1 (CET1) capital in accordance with section 10d (1) of the KWG. To cover this, and to cover the own funds requirement 

for the capital conservation buffer (CCoB) of 2.5%, pbb Group has ú 2,077 million in Common Equity Tier 1 capital available 

after complying with the Common Equity Tier 1 capital ratio of 4.5% of total risk exposure.  

EU CCyB2:  Amount of institution-specific countercyclical capital buffer  

All figures in ú million, unless otherwise stated a

1 Total risk exposure amount 1) 17,017

2 Institution specific countercyclical capital buffer rate (%) 0.22

3 Institution specific countercyclical capital buffer requirement 2) 37

 
1) Total risk-weighted exposure amounts (risk-weighted assets, RWA) according to EU OV1, column (a). 
2) Own funds requirement for ICCyB, calculated by multiplying line 1 and line 2. 

In addition to the increase in the domestic countercyclical capital buffer (+0.75 percentage points effective 1 February 2023), 

further increases of the country-specific countercyclical capital buffers from countries in which pbb Group has receivables are 

scheduled for the first half of 2023: Czech Republic (+1.0 percentage points), France (+0.5 percentage points), and Sweden 

(+1.0 percentage points).  
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EU CCyB1:  Geographical distribution of credit exposures relevant for the calculation of the countercyclical capital buffer  

   a b c d e f g h i j k l m

   General credit expo-
sures

Relevant credit expo-
sures ï Market risk

Securitisa-
tion expo-
sures  Ex-

posure 
value for 

non-trading 
book

Total expo-
sure value 

1)

Own fund requirements Risk-
weighted 
exposure 

amounts 2)

Own fund 
require-
ments 

weights 3) 
(%)

Countercy-
clical buffer 

rate 4) 

(%)

   

All figures in ú million, unless otherwise stated

Exposure 
value under 
the stand-
ardised ap-
proach

Exposure 
value under 
the IRB ap-
proach

Sum of 
long and 
short posi-
tions of 
trading 
book expo-
sures for 
SA

Value of 
trading 
book expo-
sures for 
internal 
models

Relevant 
credit risk 
exposures - 
Credit risk

Relevant 
credit ex-
posures ï 
Market risk

Relevant 
credit ex-
posures ï 
Securitisa-
tion posi-
tions in the 
non-trading 
book

Total

10 Breakdown by country 5)              

1 (AT) 437 294 - - - 731 12 - - 12 150 1.05 0.00

2 (AW) 23 - - - - 23 - - - - - - -

3 (BD) 22 - - - - 22 - - - - - - -

4 (BE) 101 19 - - - 120 1 - - 1 13 0.05 0.00

5 (BM) 26 1 - - - 27 - - - - - - -

6 (CH) 22 128 - - - 150 6 - - 6 75 0.55 0.00

7 (CZ) - 384 - - - 384 24 - - 24 300 2.05 1.50

8 (DE) 663 13,188 - - - 13,851 189 - - 189 2,363 16.24 0.00

9 (ES) 395 388 - - - 783 33 - - 33 413 2.8 0.00

10 (FI) - 284  - - 284 15 - - 15 188 1.32 0.00

11 (FR) 435 3,612 - - - 4,047 216 - - 216 2,700 18.51 0.00

12 (GB) - 2,418 - - - 2,418 135 - - 135 1,688 11.58 1.00

13 (GH) 34 - - - - 34 - - - - - - -

14 (HU) - 149 - - - 149 7 - - 7 88 0.59 0.00

15 (IE) 95 - - - - 95 - - - - - - 0.00

16 (IT) - 113 - - - 113 5 - - 5 63 0.45 0.00

17 (JE) 25 - - - - 25 2 - - 2 25 0.18 -

18 (KY) 44 - - - - 44 - - - - - - -

19 (LI) - 5 - - - 5 - - - - - - 0.00

20 (LU) 128 111 - - - 239 14 - - 14 175 1.23 0.50
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   a b c d e f g h i j k l m

   General credit expo-
sures

Relevant credit expo-
sures ï Market risk

Securitisa-
tion expo-
sures  Ex-

posure 
value for 

non-trading 
book

Total expo-
sure value 

1)

Own fund requirements Risk-
weighted 
exposure 

amounts 2)

Own fund 
require-
ments 

weights 3) 
(%)

Countercy-
clical buffer 

rate 4) 
(%)

   

All figures in ú million, unless otherwise stated

Exposure 
value under 
the stand-
ardised ap-
proach

Exposure 
value under 
the IRB ap-
proach

Sum of 
long and 
short posi-
tions of 
trading 
book expo-
sures for 
SA

Value of 
trading 
book expo-
sures for 
internal 
models

Relevant 
credit risk 
exposures - 
Credit risk

Relevant 
credit ex-
posures ï 
Market risk

Relevant 
credit ex-
posures ï 
Securitisa-
tion posi-
tions in the 
non-trading 
book

Total

10 Breakdown by country 5)              

21 (NL) - 1,162 - - - 1,162 53 - - 53 663 4.58 0.00

22 (OM) 52 - - - - 52 - - - - - - -

23 (PL) - 1,720 - - - 1,720 99 - - 99 1,238 8.46 0.00

24 (PT) 113 - - - - 113 2 - - 2 25 0.16 0.00

25 (RO) - 137 - - - 137 7 - - 7 88 0.58 0.50

26 (SA) 13 - - - - 13 - - - - - - 0.00

27 (SE) - 886 - - - 886 68 - - 68 850 5.80 1.00

28 (SI) - 64 - - - 64 3 - - 3 38 0.26 0.00

29 (SK) - 105 - - - 105 4 - - 4 50 0.34 1.00

30 (US) 122 4,866 - - - 4,988 270 - - 270 3,375 23.17 0.00

20 Total 2,750 30,036 0 0 0 32,786 1,166 0 0 1,166 14,575 100.00 ððð

1) Exposure value (exposure at default, EaD) calculated as the sum of the EaD amounts in columns a to e. 
2) Risk-weighted exposure amounts (risk-weighted assets, RWA). 
3) The weighting applied to the countercyclical capital buffer ratio in each country, calculated as the sum of the own funds requirements in that country (column j) divided by the sum of all own funds requirements (column j, line 020). 
4) Country-specific countercyclical capital buffer (CCyB) rates pursuant to European Systemic Risk Board (ESRB)/Bank for International Settlements (BIS).  
5) Country: location of the debtor, i.e. the debtorôs place of habitual residence or the location of the assets (real estate) in cases involving specialised lending. 
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Own funds requirements and RWA  
This chapter shows information on own funds requirements and risk-weighted exposure amounts (risk-weighted assets, 

RWA) for pbb Group in accordance with Article 438 (d) to (g) of the CRR. As the parent company of a group of institutions 

within the meaning of section 10a of the KWG in conjunction with Articles 11 et seqq. of the CRR, pbb is responsible for 

complying with the own funds requirements on a combined basis (regulatory scope of consolidation). The information for 

assessing internal capital adequacy in accordance with Article 438 (a) to (c) of the CRR is described in the chapter ñEconomic 

capital and risk-bearing capacity (ICAAP)ò.  

Methods for determining the own funds requirement  

pbb Group applies the provisions set out in the CRR, meaning that it is subject to the disclosure requirements of Part 8 of the 

CRR. The CRR/CRD regulations form the basis for the minimum amount of own funds, as well as the calculation of own funds 

requirements. In order to comply with the own funds requirements, credit risk (counterparty credit risk, including CVA risk), 

market risk, operational risk and settlement risk must all be backed with capital. The regulatory ratios are calculated based 

on the IFRS accounting standards.  

Credit risk (excluding counterparty credit risk)  

When calculating the own funds requirements for credit risk, pbb Group uses the advanced IRB approach based on internal 

ratings in accordance with Articles 142 et seqq. of the CRR, as well as the standardised approach (SA-CCR) in accordance 

with Articles 111 et seqq. of the CRR.  

As far as its participating interests are concerned, it applies the simple IRBA risk weight for equity exposures in accordance 

with Article 155 (2) of the CRR. By contrast, pbb Group does not apply the simple IRBA risk weight for specialised lending 

pursuant to Article 153 (5) of the CRR. 

As at the end of the previous year, pbb Group did not have any exposures from securitisation in its portfolio as at the disclosure 

date. There are currently no plans for any new securitisation of pbbôs own receivables. pbb Groupôs business strategy cur-

rently does not define new securitisation transactions as a corporate objective.  

Counterparty credit risk   

pbb Group applies the SA-CCR to the calculation of own funds requirements for counterparty credit risk pursuant to Part 3, 

Title II, Chapter 6 of the CRR (i.e. for derivative transactions) in accordance with Articles 274 et seqq. of the CRR.  

pbb Group uses the SA-CCR pursuant to Article 384 of the CRR to calculate the additional own funds requirement for OTC 

derivatives for credit valuation adjustment risk (CVA risk) according to Part 3, Title VI of the CRR.  

As far as securities financing transactions (securities lending/repo transactions) are concerned, pbb Group applies the provi-

sions for credit risk mitigation in accordance with Chapter 4 of the CRR, namely the Financial Collateral Comprehensive 

Method in accordance with Articles 223 et seqq. of the CRR. 

When it comes to calculating the own funds requirements for contributions to the default fund of a qualifying central counter-

party, pbb Group applies the risk-sensitive approach in accordance with Article 308 of the CRR.  
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Market risk  

Capital backing for market risk pursuant to Part 3, Title IV of the CRR is calculated using the SA-CCR in accordance with 

Articles 325 et seqq. of the CRR at pbb Group. pbb does not currently use its own internal models.  

Operational risk   

Capital backing for operational risk pursuant to Part 3, Title III of the CRR is calculated using the SA-CCR in accordance with 

Articles 317 et seqq. of the CRR at pbb Group. pbb does not currently use its own internal models.  

Settlement risk 

The own funds requirements for settlement risk and risks associated with outstanding delivery pursuant to Part 3, Title V of 

the CRR are calculated based on the rules set out in Articles 378 and 379 of the CRR.  

Quantitative information on own funds requirements and RWA  

Table EU OV1 in accordance with Article 438 (d) of the CRR shows the risk-weighted assets RWA) and the corresponding 

regulatory minimum own funds requirements, broken down by risk type pursuant to Part 3 of the CRR. 

Table EU CR10.5 pursuant to Article 438 (e) of the CRR also shows the risk-weighted assets, the minimum own funds re-

quirement and other information for equity exposures for which the simple IRBA risk weight is used. As far as its participating 

interests are concerned, pbb Group applies the simple IRBA risk weight for equity exposures in accordance with Article 

155 (2) of the CRR.  

By contrast, pbb Group does not apply the simple IRBA risk weight for specialised lending pursuant to Article 153 (5) of the 

CRR. Tables EU CR10.1 to EU CR10.4 in accordance with Article 438 (e) of the CRR are therefore not relevant for pbb 

Group.  

Disclosure of the tables EU INS1 pursuant to Article 438 (f) of the CRR and EU INS2 (Financial conglomerates) pursuant to 

Article 438 (g) of the CRR is also still not relevant for pbb Group as at the disclosure date. pbb does not hold any material 

interest in an insurance undertaking, a reinsurance undertaking or an insurance holding company, nor is there any authori-

sation granted by the competent supervisory authority pursuant to Article 49 (1) of the CRR not to deduct such holdings of 

own funds instruments.  
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EU OV1:  Overview of total risk exposure amounts  

     

  a b c

  

Risk 
weighted ex-

posure 
amounts 
(RWA) 1)

Risk 
weighted ex-

posure 
amounts 
(RWA) 1)

Total own 
funds re-

quirements

All figures in ú million 31.12.2022 30.09.2022 31.12.2022

1 Credit risk (excluding CCR) 15,594 15,947 1,248

2 thereof: the standardised approach 1,902 2,051 152

3 thereof: the foundation IRB (FIRB) approach - - -

4 thereof: slotting approach - - -

EU 4a thereof: equities under the simple risk-weighted approach 0.1 0.1 0.01

5 thereof: the advanced IRB (AIRB) approach 13,693 13,896 1,095

6 Counterparty credit risk 432 388 35

7 thereof: the standardised approach 2) 106 99 8

8 thereof: internal model method (IMM) - - -

EU 8a thereof: exposures to a CCP 3) 1 1 0.1

EU 8b thereof: credit valuation adjustment - CVA 146 153 12

9 thereof: other CCR 4) 179 134 14

15 Settlement risk 0 0 0

16 Securitisation exposures in the non-trading book (after the cap) 0 0 0

17 thereof: SEC-IRBA approach - - -

18 thereof: SEC-ERBA (including IAA) - - -

19 thereof: SEC-SA approach - - -

EU 19a thereof: 1,250% / deduction - - -

20 Position, foreign exchange and commodities risks (Market risk) 31 22 3

21 thereof: the standardised approach 31 22 2

22 thereof: IMA - - -

EU 22a Large exposures 5) 0 0 0

23 Operational risk 959 922 77

EU 23a thereof: basic indicator approach - - -

EU 23b thereof: standardised approach 959 922 77

EU 23c thereof: advanced measurement approach - - -

24
Amounts below the thresholds for deduction (subject 
to 250% risk weight) (For information) 6) 261 271 21

29 Total 17,017 17,279 1,361
     

 
1) Risk-weighted exposure amounts (risk-weighted assets, RWA). 
2) Exposures calculated pursuant to Part 3, Title II, Chapter 6 of the CRR (derivative transactions). 
3) Exposures for contributions to the default fund of a central counterparty (Eurex Clearing). 
4) Exposures for securities financing transactions (securities lending transactions/repurchase agreements). 
5) pbb Group does not maintain a trading book for securities or derivatives portfolios held to realise short-term gains. 
6) Deferred tax assets dependant on future profitability (not) resulting from temporary differences. 

The disclosure in this line is for information purposes only; the amount is already included in line 1 (credit risk) and line 2 (thereof: standardised approach).  

 

EU CR10.5:  Equity exposures under the simple risk-weighted approach   

 a b c d e f

Categories 
 
All figures in ú million, 
unless otherwise stated

On-balance-
sheet expo-

sure 1)

Off-balance-
sheet expo-

sure 1)

Risk weight 2) Exposure 
value 3)

Risk 
weighted ex-

posure 
amount 4)

Expected 
loss amount 

5)

Private equity exposures - - 190% - - -

Exchange-traded equity exposures - - 290% - - -

Other equity exposures 0.02 - 370% 0.02 0.1 -

Total 0.02 0  0.02 0.1 0

1) Carrying values in financial statements (nominal value for off-balance sheet items). 
2) Simple risk weight for equity exposures. 
3) Exposure value (exposure at default, EaD). 
4) Risk-weighted exposure amount (risk-weighted assets, RWA). 
5) Expected loss (EL)  
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Risk-weighted assets (RWA) ) 

As at 31 December 2022, risk-weighted exposure amounts (RWA) of pbb Group across all risk types amount to ú 17,017 

million; this represents a slight decline of ú 262 million in the fourth quarter of 2022 (30 September 2022: ú 17,279 million).  

In credit risk (ú -353 million under the IRB and SA-CCR) there were RWA increases due to new business in commercial real 

estate financing during the fourth quarter of 2022, which significantly exceeded repayments/maturities. This was offset by 

various effects such as individual PD/LGD rating improvements, changes in the allocation of exposures to the exposure 

classes (corporates vs. small and medium-sized enterprises, SMEs), and changes in the commercial real estate financings 

included in the CRSA exposure class ñExposures associated with particularly high riskò. Furthermore, currency effects, above 

all regarding the US dollar (USD) and the British pound sterling (GBP), led to a decrease in RWA.  

With regard to counterparty credit risk (ú +45 million), higher RWA resulted primarily from new securities financing transac-

tions (repo and reverse repo transactions) entered into. Offsetting effects included a lower volume of derivatives ï due to 

increased interest rate levels resulting in a lower fair value of the hedging derivatives ï and a decrease in CVA risk for OTC 

derivatives.  

Market risk increased (ú +9 million), mainly due to credit spread changes seen for the US dollar (USD) and pound sterling 

(GBP).  

Operational risk (ú +37 million), the regulatory own funds requirement of which is calculated annually at year-end, increased 

as at the end of 2022.  

Own funds requirements  

The minimum own funds requirement for the above-mentioned risk types as at 31 December 2022 remained unchanged at 

8% of RWA, amounting to a total of ú 1,361 million (30 September 2022: ú 1,382 million) as at the disclosure date. In line 

with pbb Groupôs business model, which focuses on commercial real estate finance and also on public investment finance, 

around 95% of the own funds requirement is attributable to default risks (including counterparty credit and CVA risks), with 

less than 1% attributable to market risks and around 6% to operational risks. 

The total own funds requirement ï including the capital conservation buffer (CCoB) of 2.5%, the institution-specific counter-

cyclical capital buffer (ICCB) of 0.22% and the Pillar 2 capital requirement (P2R) of 2.5% ï was at 13.22%. As at the disclosure 

date, it amounts to a total of ú 2,250 million (30 September 2022: ú 2,262 million).  

Surplus own funds  

The surplus own funds (own funds available less the own funds requirements pursuant to EU OV1) amount to ú 2,346 million 

as at the disclosure date (30 September 2022: ú 2,333 million).  
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Capital ratios  
The information in this chapter on regulatory minimum capital ratios and regulatory minimum SREP capital requirements 

complements the information in the chapters entitled ñOwn fundsò (Article 437 of the CRR) and ñEconomic capital and risk-

bearing capacity (ICAAP)ò (Article 438 of the CRR).  

Regulatory minimum capital ratios 

The Capital Requirements Regulation (CRR), together with the Capital Requirements Directive (CRD), forms the basis for 

calculating regulatory capital and minimum capital ratios. According to the regulations set out therein, the Common Equity 

Tier 1 (CET1) ratio (Common Equity Tier 1 divided by risk-weighted assets) must not fall below 4.5% in 2022, the Tier 1 (T1) 

capital ratio (Tier 1 divided by risk-weighted assets) must not fall below 6.0%, and the own funds ratio (own funds divided by 

risk-weighted assets) must not fall below 8.0%.  

As the parent company of a group of institutions within the meaning of section 10a of the KWG in conjunction with Articles 11 

et seqq. CRR, pbb is responsible for complying with the capital ratios on a combined basis. The requirements for the regula-

tory capital ratios were met at all times in 2022. As at 31 December 2022, the capital ratios are (EU CC1, lines 61 to 63):   

> CET1 ratio: 16.7%  (30 June 2022: 17.2%) 

> Tier 1 ratio: 18.5%  (30 June 2022: 19.0%) 

> Own funds ratio: 21.8% (30 June 2022: 22.5%). 

The decline in capital ratios in the second half of 2022 was attributable mainly to an increase in risk-weighted assets (RWA: 

ú +536 million), driven above all by new business conducted in commercial real estate financing while repayments/maturities 

were down, and the modest increase in regulatory own funds (ú +4 million) during this period. 

Disclosure in accordance with Article 437 (f) of the CRR is not relevant for pbb Group, as pbb applies the provisions of the 

CRR.  

SREP 

Throughout the 2022 financial year pbb Group also complied with the minimum capital requirements of the ECBôs Supervisory 

Review and Evaluation Process (SREP), which extend beyond the existing regulatory requirements. 

The aim of the Supervisory Review and Evaluation Process is to conduct a comprehensive analysis of the institutions super-

vised by the ECB. This includes an assessment of the business model, risk and corporate governance, the risk situation, as 

well as capital and liquidity resources. Based on the results of the analysis and benchmark comparisons, the ECB can opt to 

impose requirements on the institutionôs minimum capital or liquidity resources that extend beyond the existing supervisory 

requirements.  

Minimum CET1 ratio and total own funds requirements  

As a material result of the SREP, pbb has been required to maintain a minimum CET1 ratio of 9.5% since 2020 (excluding 

the countercyclical capital buffer, which varies according to country, and hence, for specific portfolios ï as at 31 December 

2022, it stood at 0.22%). This capital requirement is based on the final Basel III requirements (excluding transitional rules) 

and comprises a Pillar 1 minimum capital requirement (4.5%), a Pillar 2 capital requirement, P2R: 2.5%) and the capital 

conservation buffer, CCB: 2.5%).  
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Furthermore, pbb had to fulfil a total capital requirement of 13.0% from 2020 onwards (excluding the countercyclical capital 

buffer, which varies according to country, and hence, for specific portfolios). It is based on the final Basel III requirements 

(excluding transitional rules) and comprises a Pillar 1 minimum requirement (8.0%), a Pillar 2 capital requirement (2.5%) and 

the capital conservation buffer (2.5%). As of 12 March 2020, the ECB adjusted SREP requirements for banks under its 

supervision: since then, they have been required to hold approximately 1.4% (56.25%) of the Pillar 2 capital requirement of 

2.5% in the form of CET1 capital, and 1.9% (75%) as Tier 1 capital. As a result, pbbôs SREP requirement was reduced to 

approximately 8.4% CET1 (excluding the countercyclical capital buffer, which varies according to country, and hence, for 

specific portfolios). The total capital requirement remains unchanged at 13%. pbb fulfilled both requirements at all times during 

the reporting year. 

The applicable CET1 minimum capital requirement also represents the threshold for mandatory calculation of a so-called 

maximum distributable amount (MDA). This generally limits distributions to the CET1 capital, new performance-based remu-

neration, and interest payments on Additional Tier 1 (AT1) capital.  

SREP requirement since 1 January 2023  

The Pillar 2 capital requirement, as notified to pbb Group in the ECBôs SREP letter dated 14 December 2022 and effective 

since 1 January 2023, remains unchanged at 2.5%. Hence, the minimum SREP and total capital ratios as stated above 

remain valid for pbb. 
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Leverage ratio  
This chapter sets out the information on the leverage ratio for pbb Group in accordance with Article 451 of the CRR, as well 

as on monitoring and managing the risk of excessive leverage. 

According to Article 429 (2) of the CRR, the leverage ratio, a capital requirement that is not risk-based, is calculated as an 

institution's capital measure (the Tier 1 capital) divided by that institution's total exposure measure and is expressed as a 

percentage. This figure is not risk-sensitive and complements the risk-based perspective of the own funds requirements and 

capital ratios. It aims to limit the increase in leverage in the banking sector, to mitigate the risk of debt accumulating wi th a 

destabilising impact on the financial system and the economy as a whole, and to complement the risk-based requirements to 

include a simple safety mechanism that is not risk-based. 

Institutions are required to maintain a leverage ratio of at least 3% at all times in accordance with Article 92 (1) of the CRR. 

pbb Group met this requirement at all times during the 2022 financial year.  

Total exposure measure   

The CRR forms the basis for calculating the total exposure measure of the leverage ratio. Calculation is generally based on 

the carrying value in the financial statements as the relevant measure of assets. Specific regulatory metrics apply to deriva-

tives and securities financing transactions (securities lending/repo transactions). The total exposure measure also takes off-

balance sheet exposures into account.  

Derivatives  

The exposure values of the leverage ratio for derivatives are calculated on the basis of the regulatory standardised approach 

(SA-CCR). The exposure values according to the standardised approach take into account a number of factors including 

margin agreements, collateral and maturities of the derivative transactions, the minimum transfer amount, the current re-

placement cost, netting and a general factor of 1.4.   

Securities financing transactions  

The exposure values of the leverage ratio for securities financing transactions (securities lending/repo transactions) include 

the gross receivables from securities financing transactions that are offset against liabilities from securities financing trans-

actions to the same counterparty, provided that certain conditions are met. In addition to the gross receivables from securities 

financing transactions, a premium for the counterparty credit risk from securities financing transactions is included.   

On­balance sheet exposures 

The exposure values of the leverage ratio for other items of the statement of financial position (excluding derivatives and 

securities financing transactions) include the carrying value of the items in question in the financial statements, as well as 

regulatory adjustments for items that are deducted when calculating regulatory Tier 1 capital.  

On­balance sheet exposure  

The exposure values of the leverage ratio for off-balance sheet exposures take into account the credit conversion factors 

(CCF) from the standardised approach for credit risk of 0%, 20%, 50% or 100% depending on the risk category, with a lower 

limit of 10%.  
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Quantitative information on the leverage ratio  

The following tables EU LR1-LRSum, EU LR2-LRCom and EU LR3-LRSpl pursuant to Article 451 (1) (a) to (c) of the CRR 

and Article 451 (3) of the CRR show a breakdown of the total exposure measure, a reconciliation of this measure with the 

assets in pbbôs published consolidated statement of financial position, and the leverage ratio for pbb Group. 

The leverage ratio for pbb Group as at 31 December 2022 is 5.9% (EU LR2-LRCom, line 25), meaning that it remains signif-

icantly ahead of the minimum requirement.  

EU LR1-LRSum:  Summary reconciliation of accounting assets and leverage ratio exposures  

  a

All figures in ú million

Applicable amount 

1 Total assets as per published financial statements 1) 53,007

2
Adjustment for entities which are consolidated for accounting purposes but are outside the scope of regulatory con-
solidation 2) -

3
(Adjustment for securitised exposures that meet the operational requirements for the recognition of risk transfer-
ence)

-

4 (Adjustment for temporary exemption of exposures to central bank (if applicable)) 3) -

5
(Adjustment for fiduciary assets recognised on the balance sheet pursuant to the applicable accounting framework 
but excluded from the leverage ratio total exposure measure in accordance with point (i) of point (i) of Article 
429a(1) CRR)

-

6 Adjustment for regular-way purchases and sales of financial assets subject to trade date accounting -

7 Adjustment for eligible cash pooling transactions -

8 Adjustments for derivative financial instruments 4) -465

9 Adjustment for securities financing transactions (SFTs) 5) 120.0

10
Adjustment for off-balance sheet items (ie conversion to credit equivalent amounts of off-balance sheet exposures) 
6) 1,561

11
(Adjustment for prudent valuation adjustments and specific and general provisions which have reduced Tier 1 capi-
tal)

-

EU-11a
(Adjustment for exposures excluded from the leverage ratio total exposure measure in accordance with point (c ) of 
Article 429a(1) CRR)

-

EU-11b
(Adjustment for exposures excluded from the leverage ratio total exposure measure in accordance with point (j) of 
Article 429a(1) CRR)

-

12 Other adjustments 7) -804

13 Leverage ratio total exposure measure 53,419

 
1) Total assets reported in pbbôs consolidated financial statements (IFRS). 
2) There are no differences between the scope of prudential consolidation and the accounting scope of consolidation for pbbôs consolidated financial statements (IFRS) as 

at the disclosure date. 
3) Exposures to Eurosystem central banks temporarily excluded from the calculation of the leverage ratio (from 28 June 2021 until 31 March 2022).  
4) Difference between the carrying value (IFRS) of the derivatives in the financial statements and the exposure value (EaD). 
5) Difference between the carrying value (IFRS) of the securities financing transactions (securities lending/repo transactions) in the financial statements and the regulatory 

exposure value (EaD). 
6) Addition of off-balance sheet exposures after taking into account the credit conversion factor (CCF) based on the credit risk standardised approach. 
7) Other adjustments mainly include cash collateral furnished by pbb in the derivatives business.  
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EU LR2-LRCom:  Leverage ratio common disclosure 

    

All figures in ú million, unless otherwise stated

a b

CRR leverage ratio 
exposures

CRR leverage ratio 
exposures

31.12.2022 30.06.2022

On-balance sheet exposures (excluding derivatives and SFTs)   

1 On-balance sheet items (excluding derivatives, SFTs, but including collateral) 48,604 52,712

2
Gross-up for derivatives collateral provided where deducted from the balance sheet as-
sets pursuant to the applicable accounting framework

- -

3
(Deductions of receivables assets for cash variation margin provided in derivatives 
transactions)

-1,374 -1,341

4
(Adjustment for securities received under securities financing transactions that are rec-
ognised as an asset)

- -

5 (General credit risk adjustments to on-balance sheet items) - -

6 (Asset amounts deducted in determining Tier 1 capital) -96 -86

7 Total on-balance sheet exposures (excluding derivatives and SFTs) 47,135 51,285

Derivative exposures   

8
Replacement cost associated with SA-CCR derivatives transactions (i.e. net of eligible 
cash variation margin)

80 94

EU-8a
Derogation for derivatives: replacement costs contribution under the simplified stand-
ardised approach

- -

9
Add-on amounts for potential future exposure associated with SA-CCR derivatives 
transactions

278 276

EU-9a
Derogation for derivatives: Potential future exposure contribution under the simplified 
standardised approach

- -

EU-9b Exposure determined under Original Exposure Method - -

10 (Exempted CCP leg of client-cleared trade exposures) (SA-CCR) - -

EU-10a
(Exempted CCP leg of client-cleared trade exposures) (simplified standardised ap-
proach)

- -

EU-10b (Exempted CCP leg of client-cleared trade exposures) (Original exposure method) - -

11 Adjusted effective notional amount of written credit derivatives - -

12 (Adjusted effective notional offsets and add-on deductions for written credit derivatives) - -

13 Total derivatives exposures 359 370

Securities financing transaction (SFT) exposures   

14
Gross SFT assets (with no recognition of netting), after adjustment for sales accounting 
transactions

4,244 1,963

15 (Netted amounts of cash payables and cash receivables of gross SFT assets) - -

16 Counterparty credit risk exposure for SFT assets 120 -

EU-16a
Derogation for SFTs: Counterparty credit risk exposure in accordance with Articles 
429e(5) and 222 CRR

- -

17 Agent transaction exposures - -

EU-17a (Exempted CCP leg of client-cleared SFT exposure) - -

18 Total securities financing transaction exposures 4,365 1,963

Other off-balance sheet exposures   

19 Off-balance sheet exposures at gross notional amount 3,012 3,101

20 (Adjustments for conversion to credit equivalent amounts) -1,451 -1,508

21
(General provisions associated with off-balance sheet exposures deducted in determin-
ing Tier 1 capital)

- -

22 Off-balance sheet exposures 1,561 1,593

Excluded exposures   

EU-22a
(Exposures excluded from the leverage ratio total exposure measure in accordance 
with point (c ) of Article 429a(1) CRR)

- -

EU-22b
(Exposures exempted in accordance with point (j) of Article 429a (1) CRR (on and off 
balance sheet))

- -

EU-22c
(Excluded exposures of public development banks (or units) - Public sector invest-
ments)

- -

EU-22d (Excluded exposures of public development banks (or units) - Promotional loans) - -

EU-22e
(Excluded passing-through promotional loan exposures by non-public development 
banks (or units))

- -

EU-22f (Excluded guaranteed parts of exposures arising from export credits) - -
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All figures in ú million, unless otherwise stated

a b

CRR leverage ratio 
exposures

CRR leverage ratio 
exposures

31.12.2022 30.06.2022

EU-22g (Excluded excess collateral deposited at triparty agents) - -

EU-22h
(Excluded CSD related services of CSD/institutions in accordance with point (o) of Arti-
cle 429a(1) CRR)

- -

EU-22i
(Excluded CSD related services of designated institutions in accordance with point (p) 
of Article 429a(1) CRR)

- -

EU-22j (Reduction of the exposure value of pre-financing or intermediate loans) - -

EU-22k (Total exempted exposures) 0 0

Capital and total exposure measure   

23 Tier 1 capital 3,141 3,139

24 Leverage ratio total exposure measure 53,419 55,210

Leverage ratio   

25 Leverage ratio 5.9 5.7

EU-25
Leverage ratio (excluding the impact of the exemption of public sector investments and 
promotional loans) (%)

5.9 5.7

25a
Leverage ratio (excluding the impact of any applicable temporary exemption of central 
bank reserves)

5.9 5.7

26 Regulatory minimum leverage ratio requirement (%) 3.0 3.0

EU-26a Additional own funds requirements to address the risk of excessive leverage (%) 1) - -

EU-26b thereof: to be made up of CET1 capital - -

27 Leverage ratio buffer requirement (%) - -

EU-27a Overall leverage ratio requirement (%) 2) 3.0 3.0

Choice on transitional arrangements and relevant exposures   

EU-27b Choice on transitional arrangements for the definition of the capital measure fully implemented fully implemented

Disclosure of mean values   

28
Mean of daily values of gross SFT assets, after adjustment for sale accounting transac-
tions and netted of amounts of associated cash payables and cash receivable 6)

4,882 1,734

29
Quarter-end value of gross SFT assets, after adjustment for sale accounting transac-
tions and netted of amounts of associated cash payables and cash receivables 6)

4,244 1,963

30

Total exposures (including the impact of any applicable temporary exemption of central 
bank reserves) incorporating mean values from row 28 of gross SFT assets (after ad-
justment for sale accounting transactions and netted of amounts of associated cash 
payables and cash receivables)

54,056 54,981

30a

Total exposures (excluding the impact of any applicable temporary exemption of central 
bank reserves) incorporating mean values from row 28 of gross SFT assets (after ad-
justment for sale accounting transactions and netted of amounts of associated cash 
payables and cash receivables)

54,056 54,981

31

Leverage ratio (including the impact of any applicable temporary exemption of central 
bank reserves) incorporating mean values from row 28 of gross SFT assets (after ad-
justment for sale accounting transactions and netted of amounts of associated cash 
payables and cash receivables) (%)

5.8 5.7

31a

Leverage ratio (excluding the impact of any applicable temporary exemption of central 
bank reserves) incorporating mean values from row 28 of gross SFT assets (after ad-
justment for sale accounting transactions and netted of amounts of associated cash 
payables and cash receivables) (%)

5.8 5.7

    

1) Line 25a: Leverage ratio calculated to include temporarily excluded exposures to Eurosystem central banks pursuant to table EU LR1-LRSum, line 4 

(for a limited period from 28 June 2021 to 31 March 2022). 
2) Line 26: Adjusted leverage ratio pursuant to Article 429a (7) of the CRR for the duration of the exclusion of the temporarily excluded exposures to Eurosystem central 

banks.   
3) Line EU-26a: Additional own funds requirement imposed by the competent authority (ECB) to contain the risk of excessive leverage.  
4) Line EU-27a: Sum of lines 26 and EU-26a. Line 27 only applies to G-SIIs, meaning that it is not relevant for pbb. 
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EU LR3-LRSpl:  Split of on-balance sheet exposures (excluding derivatives, SFTs and exempted exposures)  

  a

All figures in ú million

CRR leverage ratio 
exposures 

EU-1 Total on-balance sheet exposures (excluding derivatives, SFTs, and exempted exposures), of which: 47,231

EU-2 Trading book exposures 1) -

EU-3 Banking book exposures, thereof: 47,231

EU-4 Covered bonds 321

EU-5 Exposures treated as sovereigns 12,941

EU-6 Exposures to regional governments, MDB, international organisations and PSE not treated as sovereigns 2,390

EU-7 Institutions 918

EU-8 Secured by mortgages of immovable properties 27,889

EU-9 Retail exposures -

EU-10 Corporate 1,909

EU-11 Exposures in default 530

EU-12 Other exposures (e.g. equity, securitisations, and other non-credit obligation assets) 333

1) pbb Group does not maintain a trading book for securities or derivatives portfolios held to realise short-term gains.    

Procedures to monitor the risk of excessive leverage  

In line with its business structure and model, as well as its business and risk strategy, pbb Group has implemented formal 

procedures and regulations to assess the risk of excessive leverage. In particular, as part of the recovery plan (pursuant to 

the German Act on the Recovery and Resolution of Credit Institutions (SAG)), pbb Group has defined a set of selected 

indicators tailored to reflect its business and risk situation, allowing it to identify and implement suitable courses of action in 

a timely manner. In addition to the leverage ratio and capital ratios, these indicators include liquidity indicators (including 

asset encumbrance and medium- and longer-term refinancing requirements (NSFR)), profitability and portfolio quality indica-

tors, as well as market-based and macroeconomic indicators.  

The leverage ratio is calculated on a monthly basis and, like the other indicators, forms a key component of pbb Groupôs risk 

management system. Both the leverage ratio and the other indicators are assigned an early warning threshold and a recovery 

threshold so that any shortfall can be pinpointed at an early stage. Scenarios in which the early warning threshold is undercut 

are designed to allow pbb Group to take appropriate countermeasures in a timely manner. The status of all indicators is 

monitored on a regular basis and reported to the Management Board, the Supervisory Board and the banking supervisor. 

Ongoing monitoring of the leverage ratio includes both its numerator (Tier 1 capital) and denominator (the total exposure 

measure). The Management Board of pbb is provided with information on the leverage ratio on a monthly basis in the Flash 

Report and on a quarterly basis in the Management Report and the Recovery Plan Report. In addition, the leverage ratio is 

covered by pbb Groupôs capital and multi-year planning.  
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Encumbered and unencumbered assets  
In accordance with Article 443 of the CRR, this chapter contains information concerning encumbered and unencumbered 

assets of pbb Group and the main sources of encumbrance. The amounts shown in tables EU AE1 to EU AE3 are calculated 

as median values based on the quarterly data (quarter-end values) for the 2022 financial year as part of the regulatory report 

on asset encumbrance.  

Asset encumbrance  

An asset is considered to be encumbered if it has been pledged or if it is subject to any form of arrangement to secure, 

collateralise or credit-enhance any transaction from which it cannot be freely withdrawn. Asset encumbrance results from the 

requirement to provide collateral, usually caused by a transaction on the liabilities (refinancing) side of the balance sheet. 

Asset encumbrance within the pbb Group results primarily from its business model, with Pfandbriefe as the primary funding 

instrument. pbb Group specialises in commercial real estate and public investment finance. Most of the loans extended are 

refinanced on the Pfandbrief market. pbb issues Mortgage Pfandbriefe, collateralised by real property liens, for the funding 

of real estate financing which is eligible for inclusion in Pfandbrief cover and Public Sector Pfandbriefe, collateralised by 

claims against the public sector, for the funding of public investment financing. With an outstanding Pfandbrief volume of 

more than ú 24.8 billion (nominal) as at 31 December 2022, pbb is a major issuer of Pfandbriefe, which also makes it an 

important player in the European Pfandbrief markets.  

As at 31 December 2022, the assets of the pbb Group (median) amounted to ú 54.7 billion (31 December 2021: ú 58.9 billion); 

of this figure, ú 34.1 billion (62.4%) are encumbered (31 December 2021: ú 36.7 billion or 62.3%). Encumbrance within pbb 

Group is largely unchanged over the course of 2022 and is on a par with the level seen at the end of 2021. 

The other assets listed in the EU AE1 table (line 120) mainly comprise loans and advances (around 98%) and derivatives 

(around 2%), most of which are encumbered. They also include unencumbered assets such as tax assets and other tangible 

(property, plant and equipment such as operating equipment and right-of-use assets relating to leased buildings) and intan-

gible (such as acquired and internally developed software) assets, which account for less than 1% and are generally not 

available for encumbrance.   

Structure of encumbrance within pbb Group  

Within pbb Group, this encumbrance is based solely on pbb, in which all of pbb Groupôs strategic business activities are 

bundled.   

Prudential and accounting scope of consolidation  

There are no differences between the scope of prudential consolidation of pbb Group, which is taken as a basis for the 

disclosure on asset encumbrance, and the accounting scope of consolidation (IFRS) as at the disclosure date.  

Mismatches regarding the accounting framework (IFRS)  

There are no mismatches between assets which are deposited and transferred as collateral in accordance with the accounting 

framework applied by pbb Group (IFRS) on the one hand, and assets considered encumbered for regulatory purposes on the 

other. The depositing or transfer of assets in accordance with the IFRS automatically involves the encumbrance of such 

assets.  



Own funds and assets 

Encumbered and unencumbered assets 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 62 

Significant exposures in foreign currencies  

A distinction between the encumbered assets or collateral according to currencies other than the euro (the reporting currency) 

is not material for pbb Group. Based on the definition of the Basel Committee on Banking Supervision (BCBS), pbb Group's 

currency exposures are not considered material.  

Source of encumbrance  

As shown in table EU AE3, Pfandbriefe remained the main source (82%) of asset encumbrance for pbb Group. The issuance 

of Mortgage Pfandbriefe and Public Sector Pfandbriefe for the funding of real estate financing which is eligible for inclusion 

in Pfandbrief cover and public investment financing involves the encumbrance of loans and securities in the mortgage cover 

assets pool and in the public-sector cover pool. 

In addition to the issue of Pfandbriefe, securities financing transactions (securities lending/repo transactions and pbbôs par-

ticipation in the TLTRO III programme of the European Central Bank (ECB) (12% share)), as well as derivative financial 

instruments (6% share) are further sources of asset encumbrance.  

In 2022, pbb Group participated in the ECBôs Targeted Longer Term Refinancing Operations (TLTRO III) with a nominal 

volume of ú 8.4 billion. The ECBôs Governing Council amended the conditions of TLTRO III in October 2022, with effect from 

23 November 2022, and granted participating banks additional voluntary early repayment options. pbb Group made use of 

the additional repayment options to effect early repayment of TLTRO tranches for a total nominal volume of ú 5.75 billion by 

the reporting date. The TLTRO III liabilities (median) reported under central bank liabilities are provided in table EU AE3, 

line 030, column 010.  

Pfandbriefe 

As a specialist lender for commercial real estate finance and public investment finance, pbb issues Mortgage Pfandbriefe, 

collateralised by real property liens, as well as Public Sector Pfandbriefe, collateralised by claims against the public sector. 

These Pfandbriefe are issued on the international capital markets on a regular basis in benchmark format or as private place-

ments. In line with the lending business on the assets side, pbb offers investors Pfandbriefe with various maturities and in 

various currencies, with a focus on EUR, GBP, USD and SEK.  

The issue of Pfandbriefe is subject to the stringent provisions set out in the German Pfandbrief Act (PfandBG), which places 

very high requirements on investor protection. These stringent statutory standards have meant that, in the past, Pfandbriefe 

have proved to be of above-average reliability. The security mechanisms of the German Pfandbrief Act take effect through 

ñring-fencingò: in the case of a Pfandbrief issuerôs insolvency, the cover assets pools ï which serve as collateral for Pfand-

briefe ï are available only to Pfandbrief creditors to cover their claims. It is only when all of the claims of the Pfandbrief holders 

have been satisfied in full that any remainder in the cover assets pools is available to settle the claims of the insolvency 

creditors.  

Pfandbrief banks have to publish quarterly reports on the composition and structure of their cover assets pools (cover pools). 

Publications in accordance with the Pfandbrief Act can be found on pbbôs website under Investors / Mandatory Publications / 

Publications according to section 28 of the Pfandbrief Act. Further information on the Mortgage and Public Sector Pfandbriefe 

issued by pbb, as well as the cover pools, is available on pbbôs website under Investors / Debt Investors / The Pfandbrief.  

Over-collateralisation of Pfandbriefe  

The German Pfandbrief Act (PfandBG) provides for nominal-value and present-value over-collateralisation of 2.0% for Mort-

gage Pfandbriefe and Public Sector Pfandbriefe. In other words: the nominal and present value of the respective cover pool 

should always be at least 2.0% higher than the nominal and present value of all Pfandbriefe issued based on this cover pool. 

The cover assets for the nominal and present value over-collateralisation may not be used twice. 
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Rating agencies also require additional surplus cover depending on the quality of the cover pool and the desired Pfandbrief 

rating. pbbôs Mortgage Pfandbriefe and Public Sector Pfandbriefe were assigned an Aa1 rating by Moodyôs as at 31 Decem-

ber 2022. In order to maintain this rating, pbb must provide minimum net present value surplus cover of 11.5% for Mortgage 

Pfandbriefe and 9.5% for Public Sector Pfandbriefe.  

The actual surplus cover of the Mortgage Pfandbriefe as at 31 December 2022 was 23.7% (nominal) and 28.1% (present 

value). For the Public Sector Pfandbriefe, pbb provided surplus cover of 24.4% (nominal) and 25.4% (present value). This 

means that the surplus cover far exceeded the requirements of both the rating agencies and the legislator. 

The current surplus cover and the voluntary surplus cover required by Moodyôs is published on pbbôs website at regular 

intervals under Investors / Mandatory Publications / Publications according to section 28 of the Pfandbrief Act, or Investors / 

Ratings / Moodyôs Reports.  

In order to manage the liquidity position and to optimise the quality ï as well as the cash flows ï of the cover pools, pbb can 

also, if necessary, maintain more surplus cover than required by law or desired by the rating agencies.  

Derivatives and securities financing transactions  

pbb Group uses derivatives mainly to hedge market risks resulting, for example, from changes in interest rates or exchange 

rates. These hedging transactions are countered by underlying asset or liability items. The hedging of interest and exchange 

rate risks is intended to reduce and/or avoid market risks. The counterparties in derivative transactions are mainly OECD 

credit institutions or Eurex Clearing. pbb Group also provides derivatives for real estate customers and public-law entities, for 

example to enable them to hedge market risks associated with commercial real estate financing on their side.  

Securities lending/repo transactions are used for short-term liquidity management and are also an important source of collat-

eralised funding for pbb. The counterparties are primarily OECD credit institutions or Eurex Repo. 

The business with both derivatives and securities lending/repo transactions is usually concluded based on standardised 

bilateral netting contracts which serve to minimise the legal risk, as well as the economic and regulatory default risk and which 

enable mutual risks to be netted (netting). As a result of the netting process, the default risk is reduced to one s ingle net 

receivable from the counterparty. In line with the netting contracts, pbb Group also enters into standard market collateral 

agreements with certain counterparties in addition to the netting contracts, in order to hedge the net receivable/liability that 

remains after netting. Detailed information in this regard can be found in the chapters ñCredit risk mitigation techniquesò and 

ñCounterparty credit riskò.   

Quantitative information on asset encumbrance 

In accordance with Article 443 CRR, the following tables EU AE1 to EU AE3 show a breakdown of encumbered and unen-

cumbered assets for pbb Group, as well as the related sources of encumbrance. The amounts are calculated as median 

values based on the quarterly data (quarter-end values) for the 2022 financial year. In this context, pbb Group has expanded 

both tables to include additional ñthereofò items (such as loans and advances, derivatives and Pfandbriefe issued). These are 

of material importance for pbb Groupôs business and funding model and, as a result, for the encumbrance of its assets. 
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EU AE1:  Encumbered and unencumbered assets  

  010 030 040 050 060 080 090 100

  
Carrying amount of encumbered 

assets
Fair value of encumbered assets Carrying amount of unencumbered 

assets
Fair value of unencumbered assets

All figures in ú million

 

thereof notion-
ally eligible 
EHQLA and 
HQLA 1)

 thereof notion-
ally eligible 
EHQLA and 
HQLA 1)

 thereof EHQLA 
and HQLA 1)

 thereof EHQLA 
and HQLA 1)

010 Assets of the disclosing institution 34,137 4,269 ðððð ðððð 20,578 1,273 ðððð ðððð

030 Equity instruments - - - - - - - -

040 Debt securities 5,572 4,269 5,572 4,269 1,237 1,273 1,236 1,273

050 thereof: covered bonds 330 - 330 - - - - -

060 thereof: securitisations - - - - - - - -

070 thereof: issued by general governments 4,422 3,550 4,422 3,550 780 740 782 740

080 thereof: issued by financial corporations 1,339 722 1,339 722 326 511 323 511

090 thereof: issued by non-financial corporations - - - - - - - -

120 Other assets 28,608 - ðððð ðððð 19,903 - ðððð ðððð

130 thereof: loans and advances 27,677 - ðððð ðððð 19,665 - ðððð ðððð

140 thereof: derivatives 865 - ðððð ðððð 9 - ðððð ðððð

1) EHQLA: Extremely high-quality liquid assets, ñLevel 1 assetsò 

HQLA: High-quality liquid assets, ñLevel 2 A/B assetsò. 
2) Including loans on demand, such as cash balances with central banks and other demand deposits.  
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EU AE2:  Collateral received and own debt securities issued   

  010 030 040 060

  Fair value of encumbered collateral received or own 
debt securities issued

Unencumbered

  
Fair value of collateral received or own debt securities 

issued available for encumbrance

All figures in ú million
 

thereof notionally eligible 
EHQLA and HQLA 1)

 thereof EHQLA and HQLA 
1)

130 Collateral received by the disclosing institution 0 0 0 0

140 Loans on demand - - - -

150 Equity instruments - - - -

160 Debt securities - - - -

170 thereof: covered bonds - - - -

180 thereof: securitisations - - - -

190 thereof: issued by general governments - - - -

200 thereof: issued by financial corporations - - - -

210 thereof: issued by non-financial corporations - - - -

220 Loans and advances other than loans on demand - - - -

230 Other collateral received - - - -

240 Own debt securities issued other than own covered bonds or securitisations 0 0 0 0

241 Own covered bonds and securitisations issued and not yet pledged ðððð ðððð 0 0

250 Total collateral received and own debt securities issued 34,137 4,269 ðððð ðððð

1) EHQLA: EHQLA: Extremely high-quality liquid assets, ñLevel 1 assetsò  

HQLA: High-quality liquid assets, ñLevel 2 A/B assetsò.  
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EU AE3:  Sources of encumbrance  

  010 030

All figures in ú million

Matching liabilities, contingent liabilities or securities lent Assets, collateral received and own 
debt securities issued other than covered bonds and securitisations en-

cumbered

010 Carrying amount of selected financial liabilities 34,189 34,137

020 thereof: derivatives 1) 1,818 865

030 thereof: deposits 2) 8,248 3,909

040 thereof: debt securities issued 3) 24,063 29,404

050 thereof: other sources of encumbrance 4) - -

1) Derivatives, including financial collateral.  
2) Repurchase agreements (ECB TLTRO programme and repo transactions)  
3) Covered bonds (Pfandbriefe) issued.  
4) For example, securities lending transactions.  
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Management Board declarations  
In line with the requirements pursuant to section 91 (2) of the AktG and section 25a of the KWG, pbb Group has implemented 

a Group-wide risk management and risk control system which, among other things, allows for risks to be identified, measured 

and controlled by limits in a uniform manner. At single-entity level, pbb applies an exemption provided for by section 2a (2) 

of the KWG, releasing the Bank from its risk control function obligations pursuant to section 25a (1) sentence 3 nos. 1, 2, 

3 (b), (c) of the KWG. 

Approval of the following declarations pursuant to Article 435 (1) (e), (f) of the CRR by pbbôs Management Board was granted 

in the framework of the approval of this Disclosure Report.  

Risk Management Procedure Adequacy Statement   

The information according to Article 435 (1) (a) to (f) of the CRR regarding the risk management targets and policy as well as 

the risk management strategy and procedures of pbb Group for the individual risk categories is set out in this Regulatory 

Disclosure Report and additionally in the Risk and Opportunity Report within the Groupôs Annual Report 2022. The Annual 

Report 2022 is published on pbbôs website under Investors / Financial Reports and Additional Publications.  

pbbôs Management Board considers the existing Group-wide risk management and risk control system to be appropriate and 

effective for pbb Group's business and risk profile and strategy. pbb assumes that the methods, models and processes 

implemented at pbb Group are suitable at any time for ensuring a risk management and risk control geared towards the 

Bankôs business and risk strategies and its risk profile.  

Risk Statement   

The Risk Statement describes pbb Groupôs overall risk profile associated with the business strategy. pbbôs Management 

Board confirms to the best of its knowledge that the internal risk management procedures are appropriate to always provide 

a comprehensive picture of pbb Groupôs risk profile and to sustainably safeguard its risk-bearing capacity and liquidity at all 

times.  

Strategic business segments  

The strategic business segments of pbb are Real Estate Finance (REF) and Public Investment Finance (PIF); the focus is on 

business eligible for inclusion in Pfandbrief cover. The geographic focus is on Europe and the US.  

In real estate financing, pbb Groupôs range of services is targeted primarily at professional real estate investors (both national 

and international) such as real estate companies, institutional investors, real estate funds as well as ï particularly in Germany 

ï SMEs and clients with a regional focus on Germany. pbb targets more complex transactions with medium-sized to larger 

financing volumes. Financed objects mainly involve office buildings, properties for residential use, retail and logistics proper-

ties. Other property types are financed as portfolio additions. The regional focus is on the core markets eligible for inclusion 

in Pfandbrief cover in Europe and in certain US metropolitan areas, where pbb offers both local and cross-border financing 

Risk management and risk-oriented 
overall bank management  
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expertise. A majority of the loans granted are investment financings, i.e. loans for the acquisition or follow-up financing of 

existing properties generating cash flows. Development financings (including for residential real estate in Germany) are of 

complementary significance. 

In Public Investment Finance, pbb exploits opportunities to finance projects eligible for inclusion in Pfandbrief cover, for the 

provision and improvement of public infrastructure. Clients in this segment include regional or provincial governments, mu-

nicipalities, urban development companies, and publicly-owned hospitals ï as well as investment or real estate holding com-

panies. Additionally, pbb pursues public/private partnerships and other structured transactions. The regional focus in primary 

new business is on France. This segment is complemented by purchasing bonds of European issuers, in particular for cover 

pool and liquidity management purposes. pbb did not transact any business in this segment during 2022.  

Business strategy  

pbb Groupôs strategy focuses on continued, value-creating business success. Crucial success factors are the assessment 

and appropriate pricing of credit risk in the lending business on the one hand, and the access to funding markets at adequate 

terms on the other. Managing the existing portfolio ï so as to identify changing risks at an early stage and mitigate them by 

taking appropriate measures ï is another important factor. The Management Board of pbb has committed itself to further 

strengthening Group profitability in the financial years 2023 to 2025, consistent with the Bankôs profile as a dividend stock. 

Strategically, the focus concerning income lies particularly on the aforementioned business activities in the REF core seg-

ment. The Group aims to boost profitability by expanding the product range, for example with the new Real Estate Investment 

Management division currently being set up, while strictly adhering to cost targets.  

Risk strategy  

In line with the business strategy, pbb Groupôs risk strategy governs the risk-strategic orientation. Whilst accepting inherent 

existential threats resulting from the business objectives, the overall risk strategy considers external factors, e.g. risks asso-

ciated with the macroeconomic environment and new regulatory requirements, as well as internal influencing factors, espe-

cially the results of the annual risk inventory. All risks that are deemed material from an economic perspective arising from 

business activities are deter-mined within the scope of the risk inventory. Based on the results of the 2022 risk inventory, the 

credit risk (counterparty credit risk), market risk, liquidity and funding risk, operational risk, business and strategic risk, ESG 

risk, real estate risk, pension risk as well as the central counterparty risk, including the associated sub-risk categories, are all 

considered material.  

Risk appetite  

The risk appetite determined in the risk strategy describes the scope and structure of the risk that the Bank is willing to take 

when pursuing its business objectives and that it can take without allowing for existential threats (beyond the inherent risks). 

The guiding principle behind the risk appetite is ensuring sustainable and appropriate economic and regulatory capital, and 

adequate liquidity for pbb Group. From a quantitative point of view, this guiding principle is implemented through risk limits 

for the capital and liquidity management with defined escalation mechanisms and quantitative as well as qualitative early 

warning indicators. The risks identified as material are included in the risk strategy, in addition to the risk inventory. Guidelines, 

frameworks and workflow instructions serve to specify and implement further limits and framework conditions for the business 

segments, anchoring these limits and framework conditions in ongoing management and monitoring. In terms of risk concen-

tration, additional portfolio-specific stress tests are conducted on a regular basis. Annual updates to the risk-bearing capacity 

concept ensure that material risk categories in the risk-bearing capacity calculations are appropriately accounted for.   

A bank's core function is to transform liquidity and risk. It is inevitable that from this core function threats should arise that 

could jeopardise the institution's continued existence in extreme cases. For pbb, due to its business model, these inherent 

existential threats include a default of Germany, other European countries, the UK or the US.  
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ESG-risk  

In order to ensure that ESG risks are given adequate consideration in the Bankôs risk management processes, an identifica-

tion and assessment process for ESG risk drivers has been established as a firm component of the annual risk inventory. 

Identifying and describing the possible transmission channels of potential ESG risk factors reveals the extent to which a 

companyôs economic and financial activities are affected (financial materiality / outside-in) or how a companyôs activities 

impact ESG factors (environ-mental and social materiality / inside-out) and in what timeframe. Suitable data for the portfolio 

is used to assess the materiality of each risk factor. An explicit materiality definition has already been drawn up for some risk 

drivers. This determines that portfolio results for specific risk factors and portfolio segments are examined for pre-defined 

thresholds and subsequently undergo a final assessment by way of expert judgement. Risk factors for which no data is 

available were evaluated exclusively using expert knowledge. The impact of ESG risk drivers recognised as material on the 

individual risk types is examined and assessed. The results of the risk inventory relating to ESG materiality are recorded in 

an in-house ESG assessment register. All climate threats per the EU Taxonomy feed into the ESG materiality analysis.  

Assessment results for the Real Estate Finance (REF) and Public Investment Finance (PIF) segments are determined and 

documented separately. All of the relevant experts are involved in the individual steps in the assessment process, in particular 

those with lending and property valuation expertise, experts from HR, Legal and Compliance, as well as from Risk Manage-

ment & Control. The results of the ESG materiality process serve as a springboard for developing the management strategy, 

including formulating the ESG risk appetite within the risk strategy. This includes defining suitable risk indicators for risk 

monitoring and risk quantification, using scenario analyses and stress tests. The assessment register is also applied using 

the three lines of defence (3LoD) principle to map the categorised ESG risk factors to the individual divisions and key control 

processes.  

Counterparty credit risk is affected by physical and transition risks assessed as material and the ñexternal ESG risks of 

counterpartiesò governance factor. Some acute physical risks (heavy precipitation, storms, and tornadoes) can damage prop-

erty or disrupt the Bankôs business continuity at low probabilities and to a limited extent, which makes them relevant to 

operational risk alongside pollution/contamination and some governance factors. Moreover, transition and governance factors 

may impact reputational risk, legal and liability risk, and business and strategic risk. There are currently no indications of any 

direct sustainability risks to pbbôs market risk, nor to its liquidity and funding risk.  

To determine the effects of ESG risk factors on credit risk (counterparty credit risk), operational risk and reputational risk, 

stress tests and scenario analyses were carried out. In particular, the effects of relevant climate threats and transition factors 

on credit risk (counterparty credit risk) was determined using a macroeconomic stress test. To determine the influence of 

ESG factors on operational and reputational risk, various scenario analyses were conducted, including in relation to damage 

to the Groupôs physical assets and infrastructure by extreme weather events, potential accusations of greenwashing and 

unfavourable public perception of the Bank relating to sustainability issues. Furthermore, pbb Group considered ESG risk 

factors in its monitoring and reporting.  

From a risk perspective, the focus is clearly on the options for exerting influence at all stages in the commercial real estate 

financing value chain, starting with fundraising and ranging from deal onboarding, loan extension, and the entire loan cover-

age process to repayment or the realisation of collateral. Within pbb Group, the principle of environmental sustainability of 

the properties to be financed is based on close links between Sales, Credit and Risk Management, plus the real estate 

experts, and is an integral part of the lending decision process.  

The taxonomy alignment analysis covering defined E-criteria according to the pbb Green Scoring Model with three pillars ï 

energy efficiency, ñgreen buildingò certification and other sustainability criteria (e.g. distance to public transportation, use of 

green electricity) ï is now part of every new deal. In addition, pbb uses a proprietary decarbonisation tool based on the 

CRREM tool in its risk and opportunity analysis, with a special focus on opportunities as to how to make property sustainable. 

At the same time, systematic and extensive data collection on sustainability aspects was conducted in 2022 for both new 

business and for clients with existing financings, requesting data on sustainability aspects for transactions with a volume of 

ú 26.4 billion via a comprehensive survey of existing clients. The response rate by year-end 2022 was 56%; further data will 

be retrieved in 2023. pbb Group is thus increasingly gaining a better overview of the sustainability of its credit portfolio and 

associated risks, which can then be used to manage ESG risks over the long term. The data collected are being gradually 

and continuously integrated into pbbôs own IT landscape. 
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Currently, pbb Group defines two management-relevant indicators with a focus on transparency (within the climate dimen-

sions): A transparency ratio for the E score, energy consumption and energy performance certificate (EPC) within the REF 

portfolio. In perspective, the aim is to align the portfolio with climate target-compatible transition paths through active climate 

management. At the same time, pbb aims to actively manage the Green Asset Ratio (GAR) and Banking Book Taxonomy 

Alignment Ratio (BTAR) indicators relevant for the EU taxonomy. These indicators are also currently being further developed 

with a view to the precise target definition as well as the steering essay.  

Social factors are also increasingly gaining importance. Relevant risks can arise in connection with pbb Groupôs own business 

operations as well as with its product portfolio. Social risks associated with upstream activities provided by suppl iers and 

service providers are currently classified as low. pbb uses indicators on diversity, operational safety, and personnel develop-

ment to monitor the Groupôs social risk. Based on a traffic light system, amber and red thresholds have been defined for these 

risk indicators and form the basis for compliance with the Bankôs own targets.  

Liquidity risk management 

A key component of liquidity risk management is the daily calculation of the cumulative liquidity position based on three 

scenarios ï base, risk and stress scenario. The cumulative liquidity position serves to inform about expected cash inflows 

and outflows as at the reporting date. Based on this information, the liquidity requirement or liquidity surplus is calculated, 

and management mechanisms such as limits and early warning indicators (triggers) are defined and monitored. The term of 

these limits/triggers for a given scenario can run up to two years. To comply with the minimum requirements for the regulatory 

Liquidity Coverage Ratio (LCR), the Bank has established corresponding limits and early warning indicators. During the past 

financial year 2022, the minimum ratio of 100% was significantly exceeded at each reporting date. The LCR average of the 

monthly figures for 2022 was 254%; the LCR as at the disclosure date was 171%. The Basel Committee's Net Stable Funding 

Ratio (NSFR) was transposed into European legislation with the Capital Requirements Regulation (CRR II). With effect from 

28 June 2021, regulatory provisions require a minimum NSFR of 100%. As at year-end 2022, the NSFR was at 111%. LCR 

and NSFR calculation is part of pbb's regulatory reporting processes. The ratios are communicated in internal reporting and 

to the supervisory authorities. 

A holistic approach to prompt and transparent risk measurement, using an appropriate methodology, is paramount to ensure 

that pbb Group's liquidity is ascertained at all times. State-of-the-art banking sector methods and models are used for this 

purpose, which are regularly reviewed by pbb's risk control and internal audit departments, external auditors as well as Ger-

man and European supervisors. The risk measurement procedures employed make pbb's business and risk strategies quan-

tifiable, transparent and verifiable.  

Capitalisation and risk-bearing capacity  

To ensure adequate capitalisation, compliance with the economic risk-bearing capacity and the regulatory capital ratios is 

reviewed by means of an early warning system in both a forecast scenario and an adverse stress scenario. The economic 

risk-bearing capacity, as measured by the internal capital adequacy ratio, was 175% as at 31 December 2022, and thus 

significantly above target. pbb's CET1 ratio is based largely on the capital requirements set out in the Supervisory Review 

and Evaluation Process (SREP) carried out by the European Central Bank (ECB) as the competent supervisor, but it also 

includes a buffer defined by pbb's management to cover potential stress situations. The ECB's pillar 2 requirement defined 

for the 2022 financial year remains valid for 2023. pbb Group's CET1 ratio was 16.7% as at the disclosure date, with ú 17.0 

billion in risk-weighted exposure amounts (RWA) and ú 2.8 billion in CET1 capital. This means that pbb's capital buffer for 

putting planned business activities into practice can be considered sufficiently comfortable. What this capitalisation also 

shows is a high risk-bearing capacity should the environment continue to remain challenging for a prolonged period. Yet there 

are numerous risk factors that could have a negative impact on the results projected for 2023, should conditions develop 

unfavourably. This negative impact could be significant, but cannot be reliably quantified at this point. Risk factors mainly 

include exceptionally high global economic risks arising from the changed macroeconomic environment.  
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Leverage ratio  

Own funds requirements and regulatory capital ratios provide a risk-based view that is complemented by a capital requirement 

not related to risk ï the leverage ratio. Institutions are required to maintain a leverage ratio of at least 3% at all times in 

accordance with Article 92 (1) of the CRR. pbb Group met this requirement at all times during the 2022 financial year: as at 

the disclosure date, pbbôs leverage ratio amounted to 5.9%.  

NPL ratio and risk provisioning  

pbb Groupôs loan book continues to be of high quality as at year-end 2022, with the non-performing loan (NPL) ratio remaining 

low at 1.9%. This NPL ratio includes only loans and advances; it does not include debt securities and off-balance sheet 

exposures such as loan commitments, balances held with central banks or other demand deposits. 

Net gains/losses from impairments on financial assets (net income from risk provisioning) amounted to ú -44 million in the 

2022 financial year and was thus significantly less negative than in the year before (2021: ú -81 million).  

Intra-Group transactions and transactions with related parties  

There were no material intra-Group transactions or material transactions with related parties during the 2022 financial year 

that could have a significant impact on pbb Group's risk profile.  
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General organisation and risk manage-
ment principles  
This chapter illustrates the general organisation and key risk management principles pursuant to Article 435 (1) of the CRR 

as applicable to pbb Group. Additional details pertaining to managing credit risk (counterparty credit risk), market risk, liquidity 

and funding risk, operational risk and ESG (environmental, social and governance) risks can be found later on in this Disclo-

sure Report. 

In line with the requirements set out in section 91 (2) of the AktG and section 25a of the KWG, pbb has implemented a Group-

wide risk management and risk control system which, among other things, allows for risks to be identified, measured and 

controlled by limits in a uniform manner. At single-entity level, pbb applies an exemption provided for by section 2a (2) of the 

KWG, releasing the Bank from its risk control function obligations pursuant to section 25a (1) sentence 3 nos. 1, 2, 3 (b), (c) 

of the KWG.  

Organisation and committees  

Management Board and Supervisory Board  

pbbôs Management Board is responsible for the risk management system and makes decisions relating to strategies as well 

as to key risk management and risk organisation issues.  

The principles, methods and processes of pbbôs risk management system are specified centrally by Risk Management and 

Controlling, and are applied throughout pbb Group, subject to any special requirements at single-entity level. All material risks 

are identified, analysed, assessed, managed, documented, monitored and communicated transparently and systematically.  

The principal Management Board risk management responsibilities include:  

> Defining, updating and communicating business and risk strategies as the basis for business activities and risk 

tolerance  

> Defining and improving organisational structures, in particular for risk management, thereby ensuring that all 

material risks are managed and monitored  

> Adopting lending authority guidelines to support decision-making during credit processes  

> Taking decisions regarding (portfolio) management measures outside designated responsibilities.  

The Management Board notifies the Supervisory Board about significant changes to business and risk strategies as well as 

pbb Groupôs risk profile. The Supervisory Boardôs Risk Management and Liquidity Strategy Committee (RLA) is responsible 

for managing the overall risk situation, for monitoring, establishing and refining an efficient risk management system, and for 

managing and safeguarding pbb Groupôs liquidity; it also resolves upon necessary approvals for lending decisions. The Man-

agement Board informs the committee about any new recognition/increase of specific allowance (stage 3 impairments) in 

excess of ú 5 million, and (at regular intervals) about major exposures with higher levels of risk. 

The following committees have been established at pbb Group level; they involve the respective decision-makers.  
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Risk Committee 

The Risk Committee (RC) consists of the CRO (Chairperson), the CEO/CFO (Deputy Chairperson), the Chief Credit Officer 

(CCO), the Head of Risk Management & Control (RMC) and a Credit Risk Management (CRM) department head. The com-

mittee usually meets once a month to discuss the risk development, and to adopt guidelines, risk measurement methods, 

related parameters, and methods to monitor all risk types. The RC is responsible for developing Group-wide risk management 

and risk control guidelines, and also monitors the development of pbbôs risk-bearing capacity, economic capital, available 

financial resources and credit portfolio, along with adherence to limits. The Risk Committee also discusses portfolio develop-

ments. Additional committees have been established beside the Risk Committee, as outlined below.  

Credit Committee 

The Credit Committee is chaired by the CRO or the CCO. The committee generally meets at least once a week and makes 

lending decisions regarding new business, extensions and material changes to the credit quality that fall within the scope of 

its authority. It also votes on all lending decisions within the Management Boardôs responsibility or on those lending decisions 

to be approved by the Risk Management and Liquidity Strategy Committee. The relevant decision-makers must ensure that 

the lending decisions are consistent with the prevailing business and risk strategy.  

Watchlist Committee 

The Watchlist Committee is chaired by the CCO and meets once a month. All exposures identified by the early warning 

system are discussed, and individual risk-mitigating measures introduced if required; it is then the responsibility of the various 

departments to implement these measures. Where necessary, the committee takes decisions regarding a potential transfer  

of exposures to CRM REF Workout, which then takes the necessary restructuring or workout steps on the basis of an indi-

vidual exposure strategy and also decides upon returning the corresponding transaction to regular coverage after recovery. 

Each unit that is responsible for handling an exposure must obtain all the requisite lending decisions for implementing 

measures, in line with lending authority regulations.  

Risk Provisioning Committee 

If there are indicators for an impairment of an exposureôs credit rating (impairment stage 3) in accordance with IFRS 9, the 

result ï after determining the extent of any such impairment ï is presented to the Risk Provisioning Committee (RPC). The 

CRO chairs the RPC. The RPC takes decisions within the scope of pre-defined lending authority regulations and in accord-

ance with IFRS and the German Commercial Code (HGB).  

New Product Process Committee 

The New Product Process Committee (NPPC) comprises representatives from the most important units responsible for infra-

structure and controls; said representatives are determined by the RC. The NPPC acts on an event-driven basis and is 

responsible for ensuring that prior to business commencing with new products or in new markets, the resulting risks as well 

as the related impact on processes, controls and infrastructure are systematically analysed and duly addressed. New prod-

ucts or new markets are only launched or entered following the NPPCôs approval.  

Stress Test Committee 

The Stress Test Committee, chaired by the CRO, is responsible for internal stress testing ï including methodology, imple-

mentation and monitoring. The committee also contributes to the preparation of scenarios for the Recovery Plan which every 

bank is required by law to prepare.  
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Asset and Liability Committee / Legal and Regulatory Risk Committee / Outsourcing-Committee 

The Asset and Liability Committee (ALCO) is responsible for liquidity management, pbb Groupôs asset/liability management, 

long-term financing strategies, capital management, regulatory capital ratio management, and market risk management. The 

Legal and Regulatory Risk Committee (LRRC) advises on legal and regulatory requirements, and is authorised to assign 

responsibility for implementation to business divisions, following consultation. The Outsourcing Committee deals with the 

implementation of regulatory and statutory requirements as well as preparation of, and compliance with, internal guidelines. 

Moreover, it handles the overall management and monitoring of outsourced activities.   

ESG Committee  

pbb Group has also established an ESG Committee, which deals with ESG aspects and ESG risks throughout pbb Group. 

The ESG Committee comprises the entire Management Board and the Heads of Communications, Compliance, Human Re-

sources, Information Technology, Property Analysis & Valuation, Credit Risk Management, Treasury, Risk Management & 

Control, Loan Markets, Sales Germany, plus the members of the ESG Programme Management team as well as project 

managers of the various ESG sub-project streams Environment (E), E(SG) Risks, Governance (G), and Social (S) and of the 

ESG Communications and ESG Disclosure sub-project streams. The ESG Committee is primarily responsible for developing 

an ESG business and risk strategy, and for monitoring the corresponding implementation measures within pbb Group. The 

committee develops ESG targets, and the measures required to achieve them.  

Risk management organisation  

Risk Management and Liquidity Strategy Committee of the Supervisory Board  

Management Board  

Risk Committee (RC) 
Asset and 

Liability Com-
mittee (ALCO) 

Legal and 
Regulatory Risk 

Committee1) 

(LRRC) 

Outsourcing 
 Committee 

(OC) 

Environmental, 
Social and Gov-
ernance (ESG) 

 Committee  Credit 
Committee 

Watchlist 
Committee 

Risk 
Provisioning 
Committee 

New Product Pro-
cess 

Committee 

Stress Test 
Committee 

 
1) Reporting via Compliance. 

Chief Risk Officer (CRO) 

Chief Risk Officer (CRO) Alongside the committees mentioned above, the following organisational units of the CRO form an 

integral part of pbb Groupôs risk management system:  

Chief Risk Officer organisation  

Chief Risk Officer (CRO) 

Risk Management & Control (RMC) Credit Risk Management (CRM) Operations Compliance 
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The CRO function is a monitoring and back-office unit at pbb Group level and comprises:  

> The Risk Management & Control unit, which is responsible (i) for monitoring market risk, credit risk (counter-

party credit risk), operational risk and liquidity risk as well as the risk-bearing capacity and (ii) for establishing 

Group-wide uniform risk measurement methods and risk reports. 

 

> The Credit Risk Management unit, which is responsible for analysing new business and for portfolio manage-

ment. CRM also comprises the Workout unit, which is responsible for the recovery or workout of all critical 

exposures, and the Credit Processes unit, whose main responsibilities include the Credit Committee organisa-

tion, improvement of data quality within CRM, and implementation of regulatory requirements in the credit pro-

cesses. 

 

> The Operations unit, which is responsible for global servicing and administration of the loan portfolio (including 

technical implementation of loan agreements), settlement of capital markets transactions, administration and 

processing of the Groupôs securities and derivatives portfolios, and for handling domestic and international 

payments.  

 

> The Compliance unit, whose methods and procedures, audit and reporting processes influence conduct within 

pbb Group to align with applicable laws and regulations. Compliance is responsible in particular for regulations 

and controls to prevent money laundering and other criminal activities, to ensure compliance with sanctions 

and embargoes, and to ensure capital markets compliance. It is also responsible for general compliance topics, 

thereby minimising risks that may arise due to non-compliance with legal provisions, and external and internal 

requirements. The Compliance unit is also responsible for strengthening the internal control system for the 

central coordination of key controls (Control Attestation Process). Compliance is represented on various com-

mittees and regularly reports to the Management Board and to the Audit and Digitalisation Committee of the 

Supervisory Board.   

In addition to the CRO function, the independent Property Analysis & Valuation (PAV) department and Group Internal Audit 

units complement the risk management system. PAV is responsible for the analysis and uniform valuation of properties serv-

ing as collateral (using market valuation and loan-to-value methods), for conducting research on regional real estate markets, 

and for monitoring financed development projects. Group Internal Audit performs both regular and event-driven risk-oriented 

process, control, and system audits, including the review of the risk management system and internal control system.  

Risk strategy and policies  

The risk strategy and the business strategy provide the basis for pbb Groupôs planning and business policy action. The risk 

strategy is based on the Group-wide risk appetite and reflects pbbôs strategic orientation as a specialist in commercial real 

estate and public investment finance with a focus on Pfandbrief funding. Furthermore, the guidelines ï which as a whole 

provide the basis for the risk management system and the risk culture ï are defined in the risk strategy. Subject to any special 

requirements at single-entity level, the risk strategy is applicable to pbb Groupôs business segments and legal entities. It is 

reviewed and updated at least once a year.  

As part of the annual strategy development process, the risk strategy for 2022 was drawn up and aligned with the business 

strategy, adopted by the Management Board and approved by the Supervisory Board. In the context of current geopolitical 

developments (the war between Russia and Ukraine) and their potential effects, the decision was taken at the end of April 

2022, in consultation with the relevant bodies, to adjust the corresponding criteria for development financing in the risk strat-

egy. 

Risk policies for the individual business segments, along with guidelines, frameworks or instructions for all risk types classified 

as material in the applicable risk inventory, ensure that the risk strategy is embedded in day-to-day business. The individual 

documents are reviewed and updated regularly if necessary. They contain information on risk measurement, risk monitoring 

and risk management. The limit-setting process ï and the escalation process in the event that a limit is exceeded ï is also 

described in these documents.  
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Risk reporting  

Risk reporting reflects the structure of the business segments. The Management Board receives regular risk reports contain-

ing an extensive overview and detailed information concerning the risk situation for each risk type, as well as other information 

relevant for the purposes of internal control. The supervisory bodies are also notified of risk-relevant issues at regular inter-

vals. In addition, special reports are prepared on an ad-hoc basis, i.e. at the request of the Management Board or the Super-

visory Board; these reports consider specific and acute risk factors, for example associated with critical markets, products or 

counterparties.  

Risk quantification, risk control and management  

For the purposes of systematically identifying and analysing potential risks arising from the business model or pbb Groupôs 

external environment, pbb carries out a comprehensive risk inventory at least once a year. The objective of this risk inventory 

is to establish a full risk profile which identifies any and all risks, provides an assessment as to whether these risks are 

material for pbb Groupôs capital and liquidity resources, and scans them as to potential risk concentrations. To the extent 

possible, risks are quantified using applicable risk models or other methods.  

Risks which cannot be quantified (or only in part) are monitored and managed using dedicated capital buffers or separate 

management tools, as well as by way of regular, detailed reports and clearly-defined requirements such as compliance and 

corporate governance guidelines. 

pbb Group's approach to managing risk, capital and liquidity is based on the Internal Capital Adequacy Assessment Process 

(ICAAP) and the Internal Liquidity Adequacy Assessment Process (ILAAP), each of which is seen from a normative and an 

economic perspective. The normative perspective is geared towards ongoing fulfilment of all capital- and liquidity-related legal 

and regulatory requirements. The economic perspective covers all material risks which might threaten pbb Group's economic 

viability, with a focus on the present-value analysis of risks. 

Besides the measurement, limitation and monitoring of risks, all risk management approaches also comprise regular reporting 

as well as escalation processes; they are supplemented by scenario analyses and stress testing. To adequately monitor ESG 

risks, pbb is working on integrating the various ESG risk factors into the relevant types of risk, including monitoring, reporting 

and quantification. The Bank is also working on refining climate-specific stress tests and scenario analyses. As part of these 

strategic management approaches, pbb defines its risk appetite, which sets out the scope within which the Bank is prepared 

to assume risks. pbb Group uses this information to derive input for operational management, via limit systems, committee 

decisions, and other management decisions. 

Limit and early warning systems have been implemented, in line with the Bankôs risk appetite, both for each type of risk and 

across risk types at the level of the capital management approaches. The following chapters provide a detailed description 

of the strategy underlying the respective type of risk, together with the associated risk definition, risk calculation methods, 

and risk reporting systems. 

Internal Audit 

The need for Group Internal Audit arises from specific legal provisions such as section 25a (1) sentence 2 no. 3 of the KWG 

in conjunction with the Minimum Requirements for Risk Management (Mindestanforderungen an das Risikomanagement ï 

MaRisk), in particular AT 4.4.3 in conjunction with BTO 2, and section 91 (2) of the AktG. 

Internal Audit is an integral part of the Bank's Internal Control System (ICS). The ICS comprises all monitoring activities 

integrated directly or indirectly into workflows (process-dependent monitoring), while Internal Audit is a Management Board 

tool that monitors operational and business workflows, risk management and risk control as well as the ICS itself to account 

for risk (= process-independent monitoring). 

The Management Board confers the right of initiative to Internal Audit and has authorised Internal Audit to communicate 

directly with every employee so as to investigate every activity and corporate entity, and to gain access to all of pbbôs records, 
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documents or data, including management information and transcripts of all advisory and executive boards, whenever it 

seems relevant for Internal Audit to fulfil its duties. This includes physical access to all premises and technical access to IT 

systems. 

In line with the German Ordinance on Remuneration in Financial Institutions (Institutsvergütungsverordnung ï ñInstVergVò), 

Internal Audit is involved in monitoring the remuneration systems as an independent party (section 2 (9) in conjunction with 

section 3 (3) of the InstVergV). 

Internal Audit reports directly to pbb's Management Board. The Chairman of the Supervisory Board as well as of the Audit 

and Digitalisation Committee and all other members of said committee may, with the involvement of the Management Board, 

request information directly from the Head of Internal Audit. The Head of Internal Audit also reports regularly on audit results 

and audit planning to the Audit and Digitalisation Committee. 

Audit activities must span all of the Group's operational and business workflows, activities and processes; they must be based 

on a risk-oriented audit approach. In line with MaRisk, the following have to be audited and assessed in particular:  

> Internal control system (ICS) 

> Risk management and risk control processes 

> Reporting and information systems 

> Finance and accounting 

> Compliance with statutory and regulatory requirements as well as other regulations 

> Compliance with internal guidelines, rules and policies 

> Asset security.  

Outsourced functions are included in any audit. Internal Audit's duties include special audits as ordered by the Management 

Board. Adhering to its principle of independence, Internal Audit is required to support material projects with audits. It must 

therefore be informed in advance about all material projects in order to define the nature and scope of the project audit in due 

time. 

Internal Audit has a full and unrestricted right to information. Internal Audit must be granted immediate access to any and all 

information requested as well as to activities, processes and IT systems. 

Every organisational unit is obliged to provide Internal Audit with information of its own accord if serious deficiencies have 

been observed or are suspected, or if noteworthy damage has occurred or is suspected in the unitôs area of responsibility. 

In particular, information that is material from a risk-related point of view must be passed on to the Head of Internal Audit as 

well as to management and the person responsible, without delay.  

For further details on the internal control system, please refer to pbb Groupôs Annual Report 2022, Risk and Opportunity 

Report, chapter ñOrganisation and principles of the internal controlling system  ò (pages 41 et seqq.). 
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Risk types  
pbb Group differentiates between the following material risk types for its business activities:  

> Credit risk (counterparty credit risk) 

> Market risk 

> Liquidity and funding risk 

> Operational risk 

> Business and strategic risk 

> Real estate risk 

> Pension risk 

> Central counterparty risk 

> ESG (environmental, social, governance) risk 

Details pertaining to separate risk categories as per Article 435 (1) of the CRR can be found subsequently in this Disclosure 

Report, which includes additional information about managing credit risk (counterparty credit risk), market risk, liquidity and 

funding risk, operational risk and ESG (environmental, social and governance) risks. The risk categories of business and 

strategic risk, real estate risk, pension risk and central counterparty risk are defined as follows: 

Business and strategic risk  

Within pbb Group, business and strategic risk is defined as the risk of negative deviations of income and expenses from the 

projected figures ï as a result of strategic decisions, false assumptions or unexpected changes in external conditions, to the 

extent that such deviations are not covered by other risk types such as market risk, credit risk (counterparty credit risk) or 

operational risk. Please refer to the chapter ñEconomic capital and risk-bearing capacity (ICAAP)ò for further details on the 

quantification and calculation results of the economic capital for business and strategic risk.  

Real estate risk  

Real estate risk is defined as the potential negative change in value of pbbôs own properties due to a deterioration of the real 

estate market or economic framework, or a negative change in the special characteristics of the individual properties caused 

by vacancies, change in potential uses, structural damage, the need for investment, legal and economic frameworks, and 

other factors. As at 31 December 2022 and as at 31 December 2021, pbb did not hold any own properties.  

Pension risk   

Pension risk is defined as the risk of incurring additional expenses due to insufficient capitalisation of pension obligations 

from defined benefit plans. Pension risk is considered within the scope of ICAAP. Pension risk is included in the market risk; 

for details, please refer to the chapter ñEconomic capital and risk-bearing capacity (ICAAP)ò.  

Central counterparty (CCP) risk  

Central counterparty (CCP) risk defines the risk of losses caused by liability claims of the CCP against pbb, for example, if  a 

clearing member were to default. The risk is taken into account in the economic perspective, using a buffer in the available 

financial resources, and in the normative perspective when calculating risk-weighted assets. 
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Economic capital and risk-bearing capacity 
(ICAAP) 
This chapter illustrates pbb's approach to assessing the adequacy of its internal capital, in accordance with Article 438 (a) to 

(c) of the CRR.  

Internal Capital Adequacy Assessment Process (ICAAP)  

Pursuant to section 91 (2) of the AktG and section 25 a (1) of the KWG, pbb is obliged to establish appropriate and effective 

internal procedures to ensure the Bank's risk-bearing capacity at all times. The Internal Capital Adequacy Assessment Pro-

cess (ICAAP) is subject to regulatory review (within the framework of the Supervisory Review and Evaluation Process 

(SREP)); it complements the regulatory procedures under Pillar 1 of the Basel III framework, as laid down in the Capital 

Requirements Regulation (CRR) and the Capital Requirements Directive (CRD). 

Pursuant to the ñECB Guide to the internal capital adequacy assessment process (ICAAP)ò, published in November 2018, 

regulatory authorities expect banks to apply two supplementary ICAAP perspectives, one being normative and the other being 

economic. In line with current ICAAP methodology, the capital adequacy assessment is evaluated from a normative and an 

economic perspective. Both perspectives are aimed at the sustainability of business and capital planning, and at the long-

term viability of pbb Group.  

The normative perspective is geared towards securing capital- and liquidity-related regulatory and supervisory requirements 

over several years. Particular focus is placed on forward-looking compliance with supervisory capital ratio requirements under 

expected and adverse conditions. The normative perspective also takes into account both the cross-institutional capital ratios 

required pursuant to the CRR and the bank-specific minimum ratios for own funds according to the ECBôs SREP decision. 

Capital-related regulatory and legal requirements comprise the CET1 ratio, Tier 1 ratio, own funds ratio, leverage ratio, as 

well as rules concerning MREL (Minimum Requirements on Own Funds and Eligible Liabilities) and large loan exposure 

limits.  

The economic perspective is an additional, parallel management approach on an equal footing that monitors capital on an 

ongoing basis, with reports submitted on a monthly basis. It aims to safeguard the economic viability of the institution, and is 

therefore geared towards maintaining the institution's net asset value. For this purpose, all material economic risks are viewed 

from a present value perspective, quantified as far as possible using models, and aggregated to economic capital. Economic 

capital is defined as the capital required to cover the financial risks, taking into account a confidence level of 99.9% over a 

one-year horizon. It is calculated for all relevant types of risk, and aggregated to form total economic capital (after diversifi-

cation effects). The capital available to cover overall risk is calculated and compared to economic capital.  

The risks with an impact on capital and income identified as material within the risk inventory ï i.e. market risk, credit risk, 

business and strategic risk, operational risk and real estate risk ï are included in the ICAAP, using models or other methods 

to quantify the economic capital of these risk types. Within these types of risk, there are additional material sub-risks on a 

granular level that were taken into account as other material risks in the ICAAP during the period under review, with extension 

risk, settlement risk, market risk under TLTRO III, model risks and realisation risk for clients in default combined into a single 

category. Funding risk is included in business and strategic risk.  

Over and above the risk-bearing capacity analysis, the ICAAP comprises additional management tools, including a system 

of limits and early warning thresholds based on risk and capital indicators, together with a comprehensive monthly monitoring 

and reporting process. Moreover, key indicators selected within the scope of base and stress scenarios are projected over a 

period of up to three years, with limits and early warning thresholds also assigned to these figures. Limit compliance, in 

combination with a defined escalation process, supports the continuous safeguarding of an appropriate capitalisation.  

The ICAAP and stress test results are regularly presented to the Management Board and the Risk Committee, where the 

content of the risk-bearing capacity analysis is discussed ï if necessary, management measures are defined.  
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The methods of calculating economic capital for the individual risk types, as well as the risk indicator values as at the reporting 

date, are described in greater detail in the following sections: ñQuantification of economic capital for individual risk typesò and 

ñResults of the risk-bearing capacity analysisò. 

Quantification of economic capital for individual risk types  

For internal assessment of the Internal Capital Adequacy Assessment Process in line with the economic perspective, eco-

nomic capital for quantifiable risks is determined using models or scenario analyses, and aggregated into overall bank risk 

using a mathematical/statistical approach, taking specific correlations between market and credit risks into account. Risks 

are calculated for a one-year period, using a confidence level of 99.9%. 

The sections below provide an overview of how economic capital was calculated for the individual material risk types in 2022.  

Economic capital for credit risk (counterparty credit risk) 

To calculate credit risk at portfolio level, pbb uses a credit portfolio model based on the approach of what is known as an 

asset value model. The main idea is that the repeated simulation of correlated rating migrations for borrowers, and associated 

portfolio revaluation, can be used to derive a statistical distribution of losses ï which in turn is used to derive economic capital 

in terms of unexpected losses. Economic capital quantifies the maximum unexpected loss (given a pre-defined confidence 

level) which may be incurred due to rating migrations, including defaults, in the lending business within a single year. Besides 

the loss distribution of the credit portfolio, as a significant result of this process, credit risk capital can be assigned to the 

individual borrower units on a risk-adjusted basis, using the expected shortfall principle. This ensures a risk-adequate alloca-

tion to borrowers, and thus constitutes a key component of risk-oriented credit portfolio management. Correlations between 

borrowers, borrower groups and regions were updated during the observation period. 

Credit risk reported comprises default and migration risk, transfer and conversion risk, as well as concentration risk. Certain 

elements of credit risk, such as the realisation risk for defaulted clients, settlement risk, extension risk, and model risk, are 

not reported directly as part of credit risk, but are regularly updated, thereby representing a component of overall risk as ñother 

risksò.   

Economic capital for market risk (including pension risk)  

Economic capital for market risk is calculated to identify potential financial losses resulting from pricing changes affecting all 

positions. For this purpose, potential non-systematic losses, derived from the historical time series of certain influencing (risk) 

factors such as interest rates, exchange rates or credit spreads, are derived from a historical period going back to 1 July 

2007. The historical observation period for risk factors underlying market risk calculations therefore comprises more than ten 

years, ensuring that adverse economic phases for pbb are adequately taken into account and captured by the model. Ulti-

mately, using a simulation procedure and applying sensitivities of financial instruments to risk factors, the annual loss distri-

bution of portfolio market value is determined, which in turn allows determination of economic capital at the set confidence 

level.  

Economic capital for operational risk  

Under the ICAAP, operational risk is quantified using the loss distribution approach (LDA), whereby distributions for damage 

amounts and frequency are determined individually, using internal loss data from the loss database. External data and sce-

nario-based data is also included in the modelling approach. The full loss distribution is generated using Monte Carlo simu-

lation techniques which consider diversification effects between the various sub-types of risk and modelling categories. Eco-

nomic capital for operational risk includes a buffer for potential model uncertainty. Furthermore, it is ensured that the economic 

capital figure calculated does not fall short of a specific floor. This floor is in line with the regulatory capital calculated in 

accordance with the standardised approach pursuant to the CRR. Sub-types of operational risk which can only be partially 

quantified, or not at all, such as reputational risk, are covered by a capital buffer. 
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Economic capital for business and strategic risk  

The quantification of business and strategic risk in the ICAAP is based on a mixed approach, consisting of a Monte Carlo 

simulation of net interest income and a scenario analysis for other items in the income statement. When deriving available 

financial re-sources, pbb Group does not consider any planned profits. This way, a buffer at least equivalent to the amount 

of positive projected results is reserved for business and strategic risk, since this type of risk is defined as the risk of potential 

negative deviations from projected income and expenses. In case higher than planned gains are calculated within the scope 

of quantifying business and strategic risk, the value of business and strategic risk exceeding the planned annual profit of pbb 

Group is reported as a risk amount.     

Liquidity risk in the ICAAP   

Capital backing of liquidity risk in the narrower sense is not possible. Liquidity risk in the broader sense ï i.e. the risk of higher 

funding costs for unexpected potential funding requirements, is mapped in economic capital for business and strategic risk.  

Results of the risk-bearing capacity analysis  

Normative perspective   

For a detailed description of the key regulatory ratios measured as at the reporting date (CET1 ratio, Tier 1 ratio, own funds 

ratio, MREL and leverage ratio), please refer to the chapter ñOwn funds and assetsò. Requirements for regulatory capital 

ratios were met at all times in the reporting year. The future-oriented medium-term analysis of key capital ratios ï as required 

by regulators ï did not show any critical values according to the limit system, either in the base scenario or in the stress 

scenarios.  

Economic perspective  

In the economic perspective, overall risk after diversification effects declined in the period under review, mainly due to lower 

market and credit risks. Lower economic capital for market risk was driven mainly by lower credit spread and interest rate 

risks. Economic capital for credit risk declined in the VP, in particular due to regular modifications to parameters, as well  as 

to repayments and widening credit spreads in the Italian portfolio. These modifications to parameters, together with a decline 

in volume and lower LGD levels, were a material reason for the reduction in the PIF segment. In the REF segment, the rise 

in economic capital is largely explained by these modifications to parameters and new business. Business and strategic risk 

is reported at ú 67 million. The reason for the increase was the absence of income from floors in the first half-year and higher 

funding costs as a result of higher interest rates. The first partial repayment of the TLTRO was made towards the end of the 

year, which in a stress scenario would lead to lower cash holdings and therefore to a high funding requirement. Other material 

risks, in which the model risk is also reported, have increased slightly. Economic capital for operational risk is determined at 

least annually and has seen a minor decline, resulting from the update of data used in the model. pbb continued to hold no 

own properties during the period under review. 

This was offset by available financial resources, which declined during the period under review. In addition to the dividend 

payment made in May 2022, the exclusion of the additional equity instruments (AT1 capital) from available financial resources 

and the negative development of hidden reserves/encumbrances were responsible for this decline. Excess coverage was 

lower than at the 2021 year-end. The internal capital adequacy ratio, defined as the ratio of available financial resources and 

diversified economic capital, has increased slightly. Overall, the Bank's risk-bearing capacity at the reporting date was demon-

strated for the economic perspective as well.  
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EU OVC:  ICAAP ï Risk-bearing capacity economic perspective  

     

  a b c

All figures in ú million, unless otherwise stated

 Economic perspective

31.12.2022 31.12.2021 Change

1 Credit risk 965 1,108 -143

2 Market risk 457 665 -208

3 Operational risk 94 97 -3

4 Business and strategic risk 67 - 67

5 Property risk - - -

6 Other risks 69 66 3

7 Total before diversification effects 1,652 1,937 -285

8 Total after diversification effects 1,563 1,812 -249

9 Available financial resources before net hidden losses 2,854 3,150 -296

10 Net hidden losses -116 - -116

11 Available financial resources 2,738 3,150 -412

12 Excess capital 1,175 1,338 -163

13 Capital adequacy ratio in % 175 174 1

     

 

Should credit spreads or credit ratings of European public debtors worsen, owing to economic or political developments, both 

a corresponding increase in credit risk and a reduction in available financial resources (given an increase in net hidden 

encumbrances and lower equity) are to be expected, notwithstanding any countermeasures taken.  

Opportunities  

A quick economic recovery would lead to narrowing credit spreads and generally improve ratings. This would strengthen 

available financial resources and hence, increase excess coverage in the ICAAP.    

Stress testing  

Stress tests play a major role, both from a supervisory perspective and for the Bank's internal management. All activities, 

developments and decisions relating to stress tests are brought together within the Risk Committee, as well as the Stress 

Test Committee, which reports directly to the Risk Committee. 

As part of an integrated approach, the impact of macroeconomic stress scenarios on the material metrics of the normative 

and economic perspectives was calculated for a horizon of several years during the period under review. With the war in 

Ukraine in mind, and also uncertainty in relation to bottlenecks in energy supplies, stress scenarios were developed using 

various degrees of severity and analysed to ascertain how these impact pbb Group. Given the highly dynamic development, 

these scenarios are subject to considerable uncertainty. In addition, several climate-specific scenarios were developed and 

calculated in 2022, with a focus on transitional risk as well as physical climate risks. 

Furthermore, stress tests relating to economic capital and available financial resources are used to obtain a deeper under-

standing of the sensitivity of risk-bearing capacity to adverse changes in economic factors. In addition, inverse stress tests 

are conducted regularly. The results of these tests describe specific constellations of parameters under which risk-bearing 

capacity would be at risk. 
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Credit risk management 
(including counterparty credit risk) 
This chapter illustrates the risk management objectives and policies in accordance with Article 435 (1) of the CRR for credit  

risk (counterparty credit risk) at pbb Group. 

Definition 

Credit risk generally refers to the risk of an unexpected default or decline in the market value of a receivable (loan or bond) 

or of a derivative (alternatively, of an entire portfolio of receivables or derivatives) resulting from a deterioration in the collateral 

value or deterioration in a countryôs or a counterpartyôs credit quality. 

Credit risk includes default risk, migration risk, realisation risk for clients in default, transfer and conversion risk, tenant risk, 

settlement risk, extension risk as well as concentration risk, as defined in pbb Groupôs risk strategy:  

Default risk 

Default risk denotes the risk of a default occurring on receivables. This includes defaults of loans or other credit products 

(credit risk), or bonds and other securities (issuer risk), along with the risk of default on receivables under derivatives contracts 

(counterparty risk/replacement risk) or money market transactions (repayment risk). The possible default of sovereign or 

regional governments is included as a special case (sovereign default risk).  

Migration risk  

Migration risk is the risk of a loss in value of a receivable caused by rating migration. This includes both the risk of rating 

migrations of traditional borrowers and the migration risk of bonds and other securities and receivables from derivatives and 

money market transactions. The impact of a rating migration concerning sovereign or regional governments as a special case 

is also included.    

Realisation risk  

Realisation risk related to defaulted clients is the risk that recognised risk provisioning changes during the analysis period, or 

that the actual realisation amounts differ from the risk provisioning amounts.  

Transfer risk  

Transfer risk is the risk that a government or central bank restricts the use of a currency to its own country, and also comprises 

conversion risk, i.e. the risk that a government or central bank declares its own currency as non-convertible. Together with 

the sovereign risk, the transfer and the conversion risk form the country risk.  

 

Credit risk  
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Tenant risk  

Tenant risk firstly refers to the risk that the relevant borrowerôs debt servicing capacity is negatively affected by a potential 

loss in rental income from properties. It also refers to secondary concentration risk (tenant cluster risk) that arises when one 

and the same tenant is the (main) tenant of several properties financed by pbb.  

Settlement risk  

Settlement risk is defined as the risk that pbb makes a payment or delivers an asset which has been sold to a counterparty, 

but does not receive a payment or the purchased asset.  

Extension risk  

Extension risk is the risk of an unexpected extension of the holding period of a credit risk-related asset.  

Concentration risk  

Concentration risk is defined as the risk resulting from clustering with regard to a risk factor or counterparty, or a strongly 

correlated group of risk factors or counterparties.   

Risk strategy and principles  

pbb Group has broken down the overall credit portfolio into the Real Estate Finance (REF), Public Investment Finance (PIF), 

Value Portfolio (VP) and Consolidation & Adjustments (C&A) segments. Strategic business is attributable to commercial Real 

Estate Finance (REF) and Public Investment Finance (PIF). The risk strategy also reflects this structure. 

Please refer to the information in the chapter ñOrganisational and legal structureò for a description of the business focus with 

regard to strategic portfolios, and for statements outlining the strategy adopted in the run-down portfolio.   

Risk reporting  

pbbôs risk reporting on credit risks comprises the following main components::  

Group Risk Report 

The pbb Group Risk Report contains the development in volumes as well as relevant credit risk management indicators such 

as the expected loss development and the unexpected loss development via value at risk (VaR). The report shows credit risk 

at pbb Group level in the context of overall bank risk and the risk-bearing capacity, it discloses limit utilisations and violations 

of existing limits, and also identifies risk concentrations. Key indicators such as the development of the exposure at defaul t 

(EaD), of expected loss (EL), of the credit value at risk (credit VaR), and of problem loans are integrated in this report and 

discussed by the Management Board. The report is also submitted to the RLA of the Supervisory Board for its information; 

the committee addresses the report at its meetings on a regular basis.  

CRM REF portfolio reporting 

CRM REF portfolio reporting, which was introduced in the year under review, provides a breakdown of the REF portfolio (as 

well as various parameters such as the expected loss in basis points) by country and asset class, and reports upon critical 

facilities, forbearance, tenant risks and real estate sub-markets. This quarterly reporting package is made available to the 
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CCO, the CRO, the Management Board and the Risk Management and Liquidity Strategy Committee of the Supervisory 

Board.  

CRM Public Sector & Corporates Reporting 

CRM Public Sector & Corporates Reporting, which reports on the PIF, VP and C&A segments, was also introduced in the 

year under review. For this purpose, the portfolio is analysed based on various criteria such as countries, remaining term to 

maturity, type of business partner or product class. Top exposures, critical facilities, forbearance and financial institutions are 

also reported on. The reporting package is made available to the CCO, the CRO, the Management Board and the Risk 

Management and Liquidity Strategy Committee of the Supervisory Board on a semi-annual basis.  

New business decisions  

For decisions regarding new business or material changes to the credit quality of existing financings (such as maturity exten-

sions), key financial indicators, content and analysis are presented to, and discussed by, the Credit Committee on a case-by-

case basis.     

Existing business  

Within day-to-day business, other regular reports support operational management in controlling risks at sub-portfolio level, 

and in identifying them in a timely manner.  

Unusual developments  

Unusual developments potentially resulting in a major deterioration of an individual exposureôs risk situation are disclosed 

ad-hoc vis-à-vis a wider group of stakeholders, including the CRO, via Credit Issue Notes.  

Risk quantification via the economic capital and risk-weighted assets pursuant to the CRR  

Credit portfolio model  

pbb Group uses a credit portfolio model to calculate economic capital for credit risk. Please refer to the ñEconomic capital 

and risk-bearing capacity (ICAAP)ò chapter for details on this model and the quantification of economic credit risk. 

Stress testing  

The chapter on ñEconomic capital and risk-bearing capacity (ICAAP)ò elaborates on stress tests regarding economic capital 

in credit risk. 

In addition to the stress tests for economic capital, pbb also conducts RWA reverse stress tests. These are designed to 

examine the extent to which a certain risk parameter (e.g. rating, loss given default (LGD), currency) may change before a 

minimum capital ratio (Tier 1 ratio, Common Equity Tier 1 (CET1) ratio or own funds ratio) is no longer met. The minimum 

ratios are based on Bank-specific SREP ratios. Tolerance change levels have been defined for all tested risk parameters; in 

order for pbb Group to successfully complete the test, these levels may not be exceeded.  
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Risk quantification in accordance with the CRR  

The Basel Committeeôs Basel III Framework Agreement was transposed into European law with adoption of the CRR. pbb 

applies the advanced IRBA approach and the standardised approach (CRSA).  

Risk management and monitoring  

Risk management  

At portfolio level, the targeted portfolio structure is determined in the risk strategy by using structural components. Limits are 

also based on available financial resources, and include:  

> The limitation of country risks  

> The definition of strategic risk parameters (e.g. regions, financing term). 

The following reports and measures are key elements for monitoring compliance with defined limits and targeted risk and 

return parameters at portfolio level and at the level of individual transactions:   

> Analysis of portfolio developments in the Risk Committee 

> Determination of the credit VaR at portfolio level using a credit portfolio model, with some limits applied at 

segment level; analysis of concentration risks and various stress tests 

> Central Group-wide monitoring of risk concentrations via particular, regular and event-driven assessments, for 

example on a regional or product level   

> Continuous analysis of the portfolio and relevant markets by the local Credit Risk Management units  

> Regular collateral assessment 

> Special reports for exposures which are potentially at risk (e. g. credit issue notes) 

> Calculation of a risk-adjusted margin using economic income after tax.  

The lending authority regulations determine the approval powers for lending decisions within new and existing business at 

Group level, depending on counterparty group, EL class and exposure size. Approval powers are assigned to individual 

employees in line with their individual experience and qualification.  

Risk management and monitoring  

On individual transaction level, the credit process guidelines define the necessary steps for risk assessment in the event of  

new business, substantial changes (e.g. extensions or credit limit increases), and procedures for transferring exposures to 

the watchlist or workout. 

Key processes within credit risk management and monitoring, as well as of the relevant units involved, are described below: 

The CRM units carry out the initial risk analysis for new business and annual risk analysis for existing business. Probability 

of default (PD) and loss given default (LGD) rating tools, which are developed by the RMC unit and validated and calibrated 

once a year, are used for valuation purposes and for preparing lending decisions in new and extension business. PAV pro-

vides support in the analysis and assessment of collateral.  

The Legal department, where appropriate in collaboration with external lawyers / law firms, is responsible for drawing up 

contracts and structuring collateral.  

Defined early warning indicators are monitored continuously by CRM. Identification of material irregularities triggers an ex-

traordinary credit risk review (including a review of the collateral value) which illustrates alternative courses of action. These 

cases are also added to a monthly, at least however quarterly, monitoring cycle and presented to the Watchlist Committee. 
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If there are indicators for a deterioration in credit quality, the level of the stage 3 impairment or of specific allowances is 

determined in accordance with IFRS or HGB, as the case may be. The Risk Provisioning Committee discusses the results 

and, where necessary, takes decisions regarding recognition or reversal of stage 3 impairments / specific allowance. 

Where an individual decision is taken as to whether a potential problem loan (or stage 3 impairment (IFRS) or specific allow-

ance (HGB)) is to be restructured or liquidated, probability-weighted scenario analyses outlining the potential development of 

the borrower, of collateral and/or the relevant market, are performed. These analyses are reviewed regularly or on an event-

driven basis. Decisions to this effect are made within the scope of pbbôs applicable lending authority regulations. 

Critical exposures (watchlist) as well as restructuring and workout cases (problem loans) are disclosed on an aggregate basis 

once a month in the Group Risk Report, to the Risk Committee, and upon request to the Management Board and the Super-

visory Board (special analyses). 

Annual back-testing of stage 3 impairments as stipulated by MaRisk was also introduced in the reporting year. The results of 

the analysis are presented to the RPC for acknowledgement at the start of each new financial year.  

Risk hedging and risk mitigation  

Real Estate Finance 

Financings in the REF segment are usually secured by property liens. As part of the decision-making process in the case of 

new financings, the LTVs (loan-to-value ratios), property (including micro and macro location, rental situation, state of the 

property), and market circumstances are discussed and taken into consideration when assessing individual loans. For existing 

exposures, this monitoring is carried out on a regular basis, at least annually.  

Besides property liens, collateral provided for financings in the REF segment also includes assignments of rental payments 

as well as insurance benefits; this is supported by borrowersô extensive disclosure and reporting obligations. Apart from 

property liens, pbb only considers selected collateral to be of value within the credit assessment process or LGD calculation, 

including ï under certain circumstances ï cash collateral, bank guarantees and guarantees from public-sector authorities. In 

the event that col-lateral is provided in a foreign currency, i.e. in a currency differing from the loan currency, pbb calculates 

risk buffers to take ac-count of potential foreign exchange risks. 

Real estate valuation in the REF segment is subject to strict quality criteria. Real estate collateral values are determined when 

the loan is granted, and reviewed once a year. pbb maintains an independent real estate analysis unit (PAV) which reports 

to the Management Board member responsible for Treasury. All staff members in the PAV department involved in real estate 

analysis are certified in accordance with ISO 17024 (HypZert standard), and most of them have additional qualifications (such 

as RICS membership). PAV is always involved in the initial valuation (when a new loan is granted) and regular revaluations, 

as well as in the (at least) annual valuation monitoring. Depending on the type and location of the property involved, market 

developments, and other risk indicators, valuation monitoring may also be carried out by Credit Risk Management (CRM) 

employees, based on defined parameters and processes. 

For development financings, regular monitoring comprises the monitoring of planning progress, budget, procurements, con-

struction schedule, sales/letting progress and construction stage, amongst other factors. Monitoring of complex developments 

is usually carried out by external project monitors on pbbôs behalf, on a monthly to quarterly basis, coordinated and supervised 

by PAV. Monitoring of less complex developments is carried out at least every three months, by experienced and specialised 

internal property analysts. CRM monitors costs, thus facilitating a current overview of actual costs, and cost projections for 

the measure/project, which is reconciled against the results of internal monitoring (as well as external monitoring, if applica-

ble). This allows for recognition of any divergence from project planning (and hence, project risks during construction) as 

early as possible.  
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Public Sector Finance 

In the PIF segment, guarantees are often accepted as collateral (including contractual guarantees from public-sector author-

ities, export credit guarantees). Moreover, Public Investment Finance exposures often involve a specific legal framework, 

such as the maintenance obligation (Anstaltslast) of public-sector entities applicable in Germany, or other (direct and indirect) 

cover mechanisms which allow for recourse to a public-sector institution in the case of borrowers organised under public law. 

For some PIF exposures, guarantees or the legal framework are supplemented by additional loan collateral, as well as bor-

rowers' disclosure and reporting obligations. However, such additional loan collateral is generally not considered as valuable 

in assessing the exposure, or for the purposes of calculating LGD.  

Treasury 

Treasuryôs main responsibility in this context is pledging or accepting cash deposits or securities as collateral when trading 

with other banks. Collateralisation is based on standard agreements, which can be amended in individual cases if required 

or which can be subjected to individual reviews by Legal.  

Opportunities 

Parameters for credit risk metrics are defined using statistical methods on the basis of numerous historical observations. The 

risk metrics also depend on assumptions relating to future developments of macroeconomic factors as well as developments 

on the credit markets. These economic conditions may turn out to be more positive than anticipated, in which case potential 

losses arising from credit risk could turn out to be lower than quantified by the risk metrics. Such potentially positive develop-

ments represent opportunities for pbb Group which can be utilised to reduce risk. 

More specifically, opportunities arise if fewer loans are affected by performance default than assumed within the risk quanti-

fication process. Opportunities may also result from a lower than expected number of migrations to weaker rating classes.  

Loss ratios of non-performing loans which are lower than assumed within the risk quantification process also offer opportuni-

ties. Lower loss ratios can be triggered by various positive developments. Firstly, the realisation of collateral might generate 

higher proceeds than assumed within the risk quantification process. Secondly, a higher percentage of non-performing loans 

may recover without loss than has been the case in the past 

Besides positive developments in default rates or loss ratios, opportunities may arise in connection with credit risk (counter-

party credit risk) ï theoretically, and regardless of other corporate objectives ï in the event of declining portfolio exposure. 

For instance, this may occur if borrowers redeem or repay their loans faster than anticipated, given contractual agreements 

or historical data. Exposure values in the derivatives portfolio may decline where market values of positions associated with 

replacement risk decrease as a result of market parameters such as interest rates or exchange rates changing. 
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Credit risk  
This chapter provides the information required by Article 442 of the CRR pertaining to credit risk, in particular for loans and 

advances, securities/debt securities and off-balance sheet exposures, their credit quality and credit risk adjustments. It takes 

into account risk exposures for which the risk-weighted exposure amounts were calculated according to the advanced IRB 

approach (IRBA), based on internal rating procedures, as well as those whose risk-weighted exposure amounts were calcu-

lated according to the standardised approach (CRSA).  

Counterparty credit risk exposures (derivatives and securities financing transactions) are excluded, as are securitisations that 

will be presented separately in the following chapters ñCounterparty credit riskò and ñSecuritisationsò.  

Credit portfolio  

Tables EU CR1, EU CR1-A and EU CR2 pursuant to Article 442 (c), (f), (g) of the CRR show the information about performing 

as well as non-performing/defaulted credit exposures, impairments recognised and provisions set up in the lending business 

as well as collateral and financial guarantees received, by financial asset and by counterparty.   

On-balance sheet and off-balance sheet credit exposures  

The gross carrying amounts of on-balance sheet and off-balance sheet credit exposures totalled ú 55,482 million as at 31 De-

cember 2022, including cash balances at central banks and other demand deposits (EU CR1, line 005). At the end of the 

2022 financial year, they were thus down by ú -4,790 million compared to 31 December 2021 and down by ú -1,989 million 

compared to 30 June 2022. ú 43,445 million out of this ú 55.5 billion was attributable to loans and advances; debt securities 

contributed ú 6,905 million, and an amount of ú 3,111 million relates to off-balance sheet exposures such as loan commit-

ments and financial guarantees.  

The decrease was mainly due to a markedly lower cash reserve (EU CR1, line 005: Cash balances at central banks and 

other demand deposits) and syndications. pbb Group made use of the additional voluntary repayment options granted by the 

ECB, using available liquidity in the central bank accounts for the partial repayment of TLTRO III liabilities (targeted longer-

term refinancing operations). TLTRO tranches with a nominal value of ú 5.75 billion were repaid early by the reporting date. 

More information about financial assets and their performance can be found in the Notes to pbb Group's Annual Report 2022. 

Non-performing exposures  

Non-performing loans and advances stood at ú 833 million as at the disclosure date, based on gross carrying amounts, 

posting an increase of ú +254 million during the 2022 financial year (ú +242 million compared to 30 June 2022). 

Loans totalling ú 356 million were transferred to recovery management in the Real Estate Finance segment. The full repay-

ment of a loan in the amount of ú 62 million and further (partial) repayments and currency effects of ú 55 million contributed 

to reducing the volume. In public-sector financings (PIF segment), approx. ú 48 million of additions totalling ú 50 million (of 

which ú 24 million related to the Russia-Ukraine war) were covered by export guarantees by the Federal Republic of Germany 

as at the disclosure date. Residual claims in the amount of ú 32 million referring to other loans of one borrower, which were 

also covered by export credit guarantees, were settled in full. pbb Group did not hold any non-performing debt securities as 

at the disclosure date.  

Stage 3 impairments recognised for the ú 833 million of non-performing loans and advances amounted to ú 211 million, with 

collateral and financial guarantees received for this exposure standing at ú 606 million.   
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NPL ratio  

pbb Group's non-performing exposure (NPE) ratio was 1.6% as at 31 December 2022, up +0.5 percentage points compared 

to 31 December 2021. Its non-performing loan (NPL) ratio, which only includes receivables (loans and advances), but no 

debt securities or off-balance sheet exposures, also rose by +0.5 percentage points compared to 31 December 2021, reach-

ing 1.9%. These ratios are calculated pursuant to Article 8 no. 4 of the Pillar 3 Framework, excluding loans and advances 

held for sale, cash balances with central banks and other demand deposits.  

  



Credit risk 

Credit risk 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 91 

EU CR1:  Performing and non-performing exposures and related provisions  

  a b c d e f g h i j k l m n o

  

Gross carrying amount/nominal amount 1) Accumulated impairment, accumulated negative changes in fair 
value due to credit risk and provisions 

Accumu-
lated par-
tial write-

off

Collateral and finan-
cial guarantees re-

ceived 2) 

  

Performing exposures Non-performing exposures Performing exposures ï accu-
mulated impairment and provi-
sions 

Non-performing exposures ï ac-
cumulated impairment, accumu-
lated negative changes in fair 
value due to credit risk and pro-
visions 

On per-
forming 
exposures

On non-
perform-
ing expo-
sures

All figures in ú million
 

thereof: 
stage 1

thereof: 
stage 2

 
thereof: 
stage 2

thereof: 
stage 3

 
thereof: 
stage 1

thereof: 
stage 2

 
thereof: 
stage 2

thereof: 
stage 3

005
Cash balances at central banks and other de-
mand deposits

2,020 2,020 - - - - - - - - - - - - -

010 Loans and advances 42,612 33,219 8,999 833 0 833 -176 -44 -132 -211 0 -211 0 29,322 606

020 Central banks 3) - - - - - - - - - - - - - - -

030 General governments 7,714 7,465 111 - - - -1 - -1 - - - - 178 -

040 Credit institutions 4,787 4,787 - - - - - - - - - - - 544 -

050 Other financial corporations 1,273 963 309 26 - 26 -3 - -3 - - - - 1,229 26

060 Non-financial corporations 28,834 19,999 8,579 806 - 806 -172 -44 -128 -211 - -211 - 27,366 580

070 thereof:  SMEs 9,527 7,088 2,376 70 - 70 -46 -15 -31 -1 - -1 - 9,364 69

080 Households - 5 - 1 - 1 - - - - - - - 5 1

090 Debt securities 6,905 6,786 0 0 0 0 -1 -1 0 0 0 0 0 1,126 0

100 Central banks - - - - - - - - - - - - - - -

110 General governments 5,243 5,163 - - - - -1 -1 - - - - - 480 -

120 Credit institutions 1,635 1,598 - - - - - - - - - - - 646 -

130 Other financial corporations 28 25 - - - - - - - - - - - - -

140 Non-financial corporations - - - - - - - - - - - - - - -

150 Off-balance-sheet exposures 3,106 2,595 469 5 0 5 -13 -5 -8 0 0 0 ððð 2,795 4

160 Central banks - - - - - - - - - - - - ððð - -

170 General governments 166 125 - - - - - - - - - - ððð - -

180 Credit institutions - - - - - - - - - - - - ððð - -

190 Other financial corporations 42 42 - - - - - - - - - - ððð 42 -

200 Non-financial corporations 2,898 2,429 469 5 - 5 -13 -5 -8 - - - ððð 2,753 4

210 Households - - - - - - - - - - - - ððð - -

220 Total 4) 54,644 44,621 9,468 837 0 837 -190 -50 -140 -211 0 -211 0 33,243 611

1) Gross carrying amount (nominal value for off-balance sheet exposures) before impairments on financial assets and provisions in the lending business, but after amortisation, 

before application of credit risk mitigation techniques and before credit conversion factors (CCF). 
2) The value of stated collateral and guarantees is limited to the carrying amount (nominal value for off-balance sheet exposures) of the secured/guaranteed exposures. 
3) Classification of a counterparty in line with the FINREP breakdown into sectors is based on the direct counterparty (e.g. direct borrower, counterparty or securities issuer).  

In the case of exposures that several debtors entered into jointly, classification is based on the more relevant or decisive borrower. 
4) Including ñCash balances at central banks and other demand depositsò reported in line 005.
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EU CR1-A:  Maturity of exposures  

  a b c d e f

  Net exposure value 1)

All figures in ú million
On demand 2) <= 1 year > 1 year 

<= 5 years
> 5 years No stated 

maturity 3)

Total

010 Loans and advances 4) 1,072 8,902 18,622 14,462 - 43,058

020 Debt securities - 1,098 1,788 4,015 3 6,904

030 Total 1,072 10,000 20,410 18,477 3 49,962

1) Net exposure value: gross carrying value after impairments on financial assets and amortisation, but before application of credit risk mitigation techniques. 

EU CR1-A does not include off-balance sheet items. 
2) The counterparty can choose when the exposure will be redeemed (e.g. short-term receivables). 
3) The risk position, for reasons other than the counterparty being able to choose the redemption date, has no fixed residual maturity. 
4) The Pillar 3 Framework, Annex XVI, excludes loans and advances held for sale, cash balances at central banks and other demand deposits.   

 

EU CR2:  Changes in the stock of non-performing loans and advances  

  a

All figures in ú million Gross carrying amount 1)

010 Initial stock of non-performing loans and advances 2) 579

020 Inflows to non-performing portfolios 3) 496

030 Outflows from non-performing portfolios 4) -195

040 Outflows due to write-offs -

050 Outflow due to other situations 5) -48

060 Final stock of non-performing loans and advances 6) 833

1) Gross carrying amount (nominal value for off-balance sheet exposures) of defaulted on-balance and off-balance sheet exposures before impairments on financial assets 

and provisions in the lending business, but after amortisation, before application of credit risk mitigation techniques and before credit con-version factors (CCF). 
2) Stock of defaulted loans and advances as at the end of the last financial year. 
3) Loans and advances that defaulted in the course of the disclosure period.  
4) Loans and advances classified as ñnot defaultedò as at the disclosure date, i.e. that are no longer considered defaulted/non-performing. 
5) Adjustment item from transfers to recovery management during the disclosure period, reduced by liquidations/restructurings as well as repayments/redemptions.  
6) Stock of non-performing loans and advances as at the disclosure date.  
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Credit quality  

The following tables EU CQ1, EU CQ3, EU CQ4, and EU CQ5 pursuant to Article 442 (c), (d) and (e) of the CRR provide 

information on the credit quality of on-balance sheet and off-balance sheet credit exposures. This includes information on 

forborne (restructured) exposures and the related non-performing or defaulted exposures and credit risk adjustments. In 

addition, the tables provide information on collateral and financial guarantees received as well as breakdowns by counter-

party, geography (country) and industry (NACE code).  

As at the disclosure date, pbb Group reported an unchanged NPL ratio (gross carrying amount of non-performing loans and 

advances divided by the gross carrying amount of performing and non-performing loans and advances) of clearly below 5%. 

In line with the Pillar 3 framework, disclosure of tables EU CR2a, EU CQ2, EU CQ6 and EU CQ8 pursuant to Article 442 (c) 

of the CRR is therefore not relevant. pbb Group regularly checks if further disclosure requirements apply when the 5% thresh-

old for the NPL ratio is exceeded.  

Disclosure of table EU CQ7 ñCollateral obtained by taking possession and execution processesò pursuant to Article 442 (c) 

of the CRR is not relevant for pbb Group, either. EU CQ7 provides an overview of the foreclosures performed by the institution 

by taking possession of non-performing exposures. pbb Group did not hold any foreclosures or other seized collateral as at 

31 December 2022.  

Defaulted and non-defaulted exposures 

The gross carrying amounts of on-balance sheet (loans and advances, debt securities, cash balances at central banks and 

other demand deposits) and off-balance sheet credit exposures (irrevocable loan commitments) totalled ú 55,482 million as 

at the disclosure date. 

Performing exposures accounted for ú 54,645 million or around 99%, the defaulted on-balance sheet and off-balance sheet 

exposures for ú 837 million. Level 3 impairments of ú 211 million have already been recognised for the defaulted loans and 

advances, whilst the collateral and financial guarantees received amount to ú 606 million.  

According to the IRB approach, credit exposures are considered ñdefaultedò if a borrower has defaulted pursuant to Article 178 

of the CRR or if another contractual or regulatory trigger applies. For instance, pbb Group considers it a default if a borrower 

is in material payment arrears or has material overdrafts for more than 90 days, or if it is unlikely that the borrower will meet 

their payment obligations in full. The credit exposures of a borrower which meet one or more default criteria are assigned a 

probability of default (PD) class with a probability of default of 100%. 

Under IFRS 9, the same definition of default is used as for regulatory purposes. 

ñNon-defaultedò exposures are receivables not considered defaulted pursuant to Article 178 of the CRR, meaning that none 

of the default events mentioned therein have occurred.  

Non-performing exposures  

All exposures that are considered defaulted according to Article 178 of the CRR are also viewed as ñnon-performingò by pbb 

Group. Therefore, the aforementioned defaulted on-balance sheet and off-balance sheet exposures in the amount of ú 837 

million are also deemed ñnon-performingò exposures.  

An exposure is considered ñnon-performingò if one of the following criteria is met: it is a material exposure that is past due for 

more than 90 days, or it is an exposure for which it is considered unlikely that the borrower will meet their payment obligations 

in full without realising collateral, regardless of whether payments are already overdue and regardless of the number of days 

of default, if any.  
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This classification as ñnon-performingò is carried out regardless of whether the exposure is classified as ñdefaultedò for regu-

latory purposes within the meaning of Article 178 of the CRR, or as ñimpairedò for accounting purposes within the meaning of 

the applicable IFRS accounting standards. 

Impaired exposures  

An exposure is considered ñimpairedò if stage 3 impairments were recognised in line with the accounting framework applied 

by pbb Group, the International Financial Reporting Standards (IFRS). As at 31 December 2022, the recognised stage 3 

impairments amounted to ú 211 million (ú +39 million compared to 31 December 2021), and the gross carrying amount of 

impaired exposures (loans and advances) was ú 833 million.  

All exposures for which a (stage 3) impairment was identified in accordance with the IFRS accounting standards are also 

viewed as ñnon-performingò by pbb Group. 

The rules and methods for impairments as per IFRS 9 are described in the section ñCredit risk adjustmentsò 

Past-due exposures  

A classification of an exposure as ñpast dueò ï both for accounting and regulatory purposes ï is carried out for past-due 

exposures if the debtor fails to make contractually-agreed interest and principal payments when due.  

The credit exposures (loans and advances) that were partially or fully past due as at the disclosure date amounted to a total 

of ú 833 million (gross carrying amount), of which the exposures past due (and non-performing) for more than 90 days 

amounted to ú 239 million. The exposures past due for more than 90 days are also deemed to be impaired.  

Forborne (restructured) exposures 

On-balance sheet and off-balance sheet exposures with forbearance measures amounted to a total of ú 2,252 million (gross 

carrying amount) as at the disclosure date (ú -21 million vis-à-vis 31 December 2021), of which ú 1,637 million qualified as 

performing and ú 615 million as non-performing (or defaulted) loans. Impairments of ú 197 million have been recognised for 

the non-performing, forborne exposures. Collateral and financial guarantees for exposures with forbearance measures 

amount to ú 2,017 million, of which ú 404 million accounts for non-performing, forborne exposures. 

Exposures associated with a high risk of default are restructured by pbb Group should the borrower face financial difficulties 

ï if a positive going-concern forecast has been made for the respective credit exposure. This restructuring process is based 

on an amendment to the underlying contractual relationship via unilateral or mutual declaration(s) of intent. Restructuring 

agreements aim to increase pbb Groupôs opportunities to realise outstanding exposures, or at least reduce the exposureôs 

default risk, and usually comprise standstill agreements, extended loan terms, changed interest payment/repayment dates, 

or the suspension of contractual agreements, such as financial covenants, thus enabling borrowers to meet their contractual 

payment obligations again. pbb Groupôs Credit Risk Management unit is responsible for managing the default risk of restruc-

tured loans. 

Early warning system  

pbb Groupôs early warning system defines criteria triggering the transfer of exposures to the watchlist, or the reclassification 

as restructuring and workout loans (e.g. past due payments or failure to meet financial indicators such as loan-to-value (LTV) 

or interest service coverage (ISC) ratios). The system ï in part on an IT-supported, automated basis ï constantly monitors 

whether a trigger has been set off. In case of a corresponding indication, the credit exposure is analysed and presented to 

the Watchlist Committee. Taking into consideration the overall circumstances, the Watchlist Committee then decides whether 

a prompt transfer of the exposure to watchlist or restructuring and workout loans is appropriate. In this context, the financial 

instruments are reviewed for credit impairment. 
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Indicators for watchlist or restructuring and problem loans (restructuring and workout) include:  

> Watchlist loans: the default in payment exceeds 60 days or another defined early warning signal is triggered 

(e.g. bankruptcy of a main tenant in the REF segment). 

 

> Restructuring loans: a default has occurred (for example, due to payments past due by more than 90 days, or 

the borrowerôs bankruptcy), or another contractual or regulatory trigger is applicable. The focus with restructur-

ing is on active implementation of a restructuring concept ï with the objective of either returning the exposure 

to regular coverage, or realising collateral on the market, without enforcement measures. Credit quality is con-

sistently tested for deterioration, and stage 3 impairments (in accordance with IFRS) or specific allowances (in 

accordance with the HGB) are recognised if necessary. Impairments or their underlying assumptions are re-

viewed regularly or on an ad-hoc basis.  

 

> Workout loans: there are no indications for a potential restructuring of the loan. Enforcement measures have 

been or will be introduced. Stage 3 impairments (in accordance with IFRS) or specific allowances (in accord-

ance with the HGB) are recognised if necessary. Impairments or their underlying assumptions are reviewed 

regularly or on an ad-hoc basis. 

CRM REF Workout is responsible for determining and reviewing impairments in accordance with applicable accounting stand-

ards (German Commercial Code (HGB) and IFRS).  

Impact of the Ukraine war  

pbb Group has not experienced any significant direct effects from the war between Russia and Ukraine, since the Group has 

no direct exposure to borrowers domiciled in Russia, Belarus or Ukraine, nor has it financed any properties in these countries. 

Moreover, pbb has not extended any financings to persons included on the European Unionôs sanctions lists as at the disclo-

sure date. pbb Group has two Russia-related public investment financings with a gross carrying amount totalling ú 24 million 

in its portfolio, which are broadly guaranteed by the Federal Republic of Germany. The uncovered part amounted to just 

under ú 2 million, nearly all of which was recognised as stage 3 impairment.  

 

 



Credit risk 

Credit risk 

 

 

Deutsche Pfandbriefbank Group Disclosure Report as at 31.12.2022 96 

EU CQ1:  Credit quality of forborne exposures  

  a b c d e f g h

  

Gross carrying amount/nominal amount of exposures with forbearance 
measures 1)

Accumulated impairment, accumu-
lated negative changes in fair value 

due to credit risk and provisions 

Collateral received and financial 
guarantees received on forborne ex-

posures 2)

  Performing for-
borne 3)

Non-performing forborne 3) On performing 
forborne expo-
sures

On non-perform-
ing forborne ex-
posures

 thereof: collat-
eral and finan-
cial guarantees 
received on non-
performing ex-
posures with 
forbearance 
measuresAll figures in ú million

 
thereof: de-
faulted

thereof: im-
paired

 

005
Cash balances at central banks and other de-
mand deposits

- - - - - - - -

010 Loans and advances 1,613 611 611 611 -22 -197 1,989 400

020 Central banks - - - - - - - -

030 General governments - - - - - - - -

040 Credit institutions - - - - - - - -

050 Other financial corporations 47 - - - - - 47 -

060 Non-financial corporations 1,566 611 611 611 -22 -197 1,942 400

070 Households - - - - - - - -

080 Debt Securities 0 0 0 0 0 0 0 0

090 Loan commitments given 24 4 4 4 0 0 28 4

100 Total 1,637 615 615 615 -22 -197 2,017 404

1) Gross carrying amount (nominal value for credit commitments given) before impairments on financial assets and provisions in the lending business, but after amortisation,  

before application of credit risk mitigation techniques and before credit conversion factors (CCF). 
2) The value of stated collateral and guarantees is limited to the carrying amount (nominal value for credit commitments given) of the secured/guaranteed forborne exposures. 
3) Exposures with forbearance measures under Article 47b of the CRR can be defined as performing or non-performing, depending on whether they fulfil the conditions laid down in Article 47a of the CRR ñNon-performing exposuresò 
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EU CQ3:  Credit quality of performing and non-performing exposures by past due days 

  a b c d e f g h i j k l

  Gross carrying amount/nominal amount 1)

  Performing exposures Non-performing exposures 2)

  
 

Not past 
due or past 
due Ò 30 
days

Past due > 
30 days Ò 
90 days

 

Unlikely to pay that 
are not past due or 
are past due Ò 90 
days

Past due 
> 90 days 
Ò 180 days 

Past due 
> 180 days 
Ò 1 year 

Past due 
> 1 year Ò 2 
years 

Past due 
> 2 years Ò 
5 years 

Past due 
> 5 years Ò 
7 years 

Past due > 
7 years

thereof: de-
faulted 2)

All figures in ú million

005
Cash balances at central banks and other demand 
deposits

2,020 2,020 - - - - - - - - - -

010 Loans and advances 42,612 42,612 0 833 594 93 0 103 28 14 0 833

020 Central banks 3) - - - - - - - - - - - -

030 General governments 7,714 7,714 - - - - - - - - - -

040 Credit institutions 4,787 4,787 - - - - - - - - - -

050 Other financial corporations 1,273 1,273 - 26 26 - - - - - - 26

060 Non-financial corporations 28,834 28,834 - 806 568 93 - 103 28 14 - 806

070 thereof: SMEs 9,527 9,527 - 70 70 - - - - - - 70

080 Households 5 5 - 1 - - - - - - - 1

090 Debt securities 6,905 6,905 0 0 0 0 0 0 0 0 0 0

100 Central banks - - - - - - - - - - - -

110 General governments 5,243 5,243 - - - - - - - - - -

120 Credit institutions 1,635 1,635 - - - - - - - - - -

130 Other financial corporations 28 28 - - - - - - - - - -

140 Non-financial corporations - - - - - - - - - - - -

150 Off-balance-sheet exposures 3,106 0 ððð 5 ððð ððð ððð ððð ððð ððð ððð 5

160 Central banks - - ððð - ððð ððð ððð ððð ððð ððð ððð -

170 General governments 166 - ððð - ððð ððð ððð ððð ððð ððð ððð -

180 Credit institutions - - ððð - ððð ððð ððð ððð ððð ððð ððð -

190 Other financial corporations 42 - ððð - ððð ððð ððð ððð ððð ððð ððð -

200 Non-financial corporations 2,898 - ððð 5 ððð ððð ððð ððð ððð ððð ððð 5

210 Households - - ððð - ððð ððð ððð ððð ððð ððð ððð -

220 Total 4) 54,644 51,538 0 837 594 93 0 103 28 14 0 837

1) Gross carrying amount (nominal value for off-balance sheet exposures) before impairments on financial assets and provisions in the lending business, but after amortisation, 

before application of credit risk mitigation techniques and before credit conversion factors (CCF). 
2) Non-performing exposures as per Article 47a of the CRR or defaulted exposures as per Article 178 of the CRR.  
3) Classification of a counterparty in line with the FINREP breakdown into sectors is based on the direct counterparty (e.g. direct borrower, counterparty or securities issuer). 

In the case of exposures that several debtors entered into jointly, classification is based on the more relevant or decisive borrower. 
4) Including ñCash balances at central banks and other demand depositsò reported in line 005. 
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EU CQ4:  Credit quality of non-performing exposures by geography  

   a b c d e f g

   Gross carrying/nominal amount 1) Accumulated impair-
ment

Provisions on off-bal-
ance-sheet commit-
ments and financial 
guarantees given

Accumulated negative 
changes in fair value 
due to credit risk on 

non-performing expo-
sures 3)

   
 

thereof: non-perform-
ing

 thereof: subject to im-
pairment 2)

   
 

 
thereof: defaultedAll figures in ú million

010 On-balance-sheet exposures 4) 50,350 833 833 49,839 -387 ððð 0

1 (AT) Austria 4,685 - - 4,683 -1 ððð -

2 (DE) Germany 14,855 65 65 14,628 -45 ððð -

3 (ES) Spain 3,034 - - 3,034 -3 ððð -

4 (FR) France 7,771 - - 7,753 -16 ððð -

5 (GB) United Kingdom 1,171 132 132 1,131 -97 ððð -

6 (IT) Italy 2,605 14 14 2,527 -11 ððð -

7 (JE) Jersey 602 107 107 602 -37 ððð -

8 (LU) Luxemburg 3,580 93 93 3,556 -85 ððð -

9 (NL) Netherlands 1,124 40 40 1,082 -1 ððð -

10 (PL) Poland 1,805 35 35 1,805 -6 ððð -

11 (SE) Sweden 847 - - 847 -2 ððð -

12 (US) United States of America 4,826 299 299 4,781 -73 ððð -

13  Other countries 5) 3,447 50 50 3,410 -11 ððð -

020 Off-balance-sheet exposures 4) 3,111 5 5 ððð ððð -13 ððð

1 (AT) Austria 3) 43 - - ððð ððð - ððð

2 (DE) Germany 1,525 - - ððð ððð -9 ððð

3 (ES) Spain 71 - - ððð ððð - ððð

4 (FR) France 430 - - ððð ððð -1 ððð

5 (JE) Jersey 145 - - ððð ððð - ððð

6 (LU) Luxemburg 242 - - ððð ððð -1 ððð

7 (NL) Netherlands 156 - - ððð ððð - ððð

8 (SE) Sweden 155 - - ððð ððð - ððð

9 (US) United States of America 290 5 5 ððð ððð -1 ððð

10  Other countries 6) 55 - - ððð ððð - ððð

030 Total  53,461 837 837 49,839 -387 -13 0

1) Gross carrying amount (nominal value for off-balance sheet exposures) before impairments on financial assets and provisions in the lending business, but after amortisation, 

before application of credit risk mitigation techniques and before credit conversion factors (CCF). 
2) Impairment in line with the three impairment stages as defined in IFRS 9. 
3) Accumulated negative changes to the fair value due to credit risk; an impairment of the fair value is implied for financial assets at fair value through profit or loss. 
4) Regional allocation of exposures to a country is based on the direct counterpartyôs (e.g. direct borrower, counterparty or securities issuer) country of domicile. 
5) On-balance sheet credit exposures: for reasons of materiality and pursuant to the Pillar 3 framework, Annex XVI, pbb refrains from reporting all countries individually. 

The line ñOther countriesò summarises countries which account for an on-balance sheet credit exposure of less than 1% each: Aruba, Bangladesh, Belgium, Bermuda, Cameroon, Czech Republic, Finland, Guernsey, 

Ghana, Gibraltar, Ireland, Japan, Cayman Islands, Liechtenstein, Latvia, Mauritius, Oman, Portugal, Romania, Saudi Arabia, Slovenia, Slovakia, Switzerland and the British Virgin Islands. 

The ñOther countriesò line also comprises exposures to supranational organisations which are not allocated to the institutionôs country of domicile, but to this category, in line with the Pillar 3 framework, Annex XVI. 
6) Off-balance sheet exposures: for reasons of materiality and pursuant to the Pillar 3 framework, Annex XVI, pbb refrains from reporting all countries individually. 

The ñOther countriesò line summarises countries which account for an off-balance sheet credit exposure of less than 1% each: Switzerland, Finland and Poland. 
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EU CQ5:  Credit quality of loans and advances to non-financial corporations by industry 

  a b c d e f

  
Gross carrying amount 1) Accumulated impair-

ment
Accumulated negative 
changes in fair value 
due to credit risk on 

non-performing expo-
sures

  

 

thereof: non-performing thereof: loans and ad-
vances subject to im-
pairment

  
 

thereof: defaulted

All figures in ú million

010 Agriculture, forestry and fishing 2) 3) - - - - - -

020 Mining and quarrying - - - - - -

030 Manufacturing 52 - - 52 - -

040 Electricity, gas, steam and air conditioning supply 40 - - 40 - -

050 Water supply 162 - - 162 - -

060 Construction 325 - - 325 - -

070 Wholesale and retail trade 102 - - 102 - -

080 Transport and storage 66 24 24 66 -2 -

090 Accommodation and food service activities 136 - - 96 -1 -

100 Information and communication 10 - - 10 - -

110 Financial and insurance actvities - - - - - -

120 Real estate activities 27,921 782 782 27,705 -379 -

130 Professional, scientific and technical activities 107 - - 107 - -

140 Administrative and support service activities 102 - - 102 - -

150 Public administration and defense, compulsory social security - - - - - -

160 Education 75 - - 75 - -

170 Human health services and social work activities 498 - - 498 - -

180 Arts, entertainment and recreation 41 - - 41 - -

190 Other services 3 - - 3 - -

200 Total 29,640 806 806 29,384 -383 0

1) Gross carrying amount (nominal value for off-balance sheet exposures) before impairments on financial assets and provisions in the lending business, but after amortisation, 

before application of credit risk mitigation techniques and before credit conversion factors (CCF). 
2) Classification according to the counterpartyôs NACE code is based on the main business activity of the direct counterparty (e.g. the direct borrower, counterparty or securities issuer) or that of the most relevant or significant borrower. 

The NACE codes are in line with the NACE Regulation: statistical classification of economic sectors in the European Community. 
3) A counterparty classification considers only those counterparties within sectors in connection with non-financial corporations. As per Implementing Regulation (EU) No. 2021/451, Annex V, the FINREP sector ñNon-financial corporationsò 

comprises all ñcorporations and quasi-corporations not engaged in financial intermediation but principally in the production of market goods and the provision of non-financial services. 
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Credit risk adjustments  

This section provides information pursuant to Article 442 (b) of the CRR on rules and methods for credit risk adjustments.   

Impairment  

The rules regarding impairments in accordance with IFRS 9 are relevant for financial assets measured either ñat amortised 

costò or ñat fair value through other comprehensive incomeò, for lease receivables, and for off-balance sheet commitments 

such as loan commitments and financial guarantees. These rules do not apply to equity instruments. An impairment is implied 

in the fair value of those financial assets that are subsequently measured at fair value through profit or loss. The IFRS 9 

impairment model provides for the recognition of impairments for credit defaults upon initial recognition of the financial asset 

(or at the date at which pbb Group becomes a contracting party to the loan commitment or financial guarantee) based on 

expected credit losses at that time. According to IFRS 9.5.5.17 this is ñan unbiased and probability-weighted amount that is 

determined by evaluating a range of possible outcomesò and scenarios. The standard clarifies that the result is a probability-

weighted average and not the most probable amount.  

Allowances and provisions in the lending business  

Upon initial recognition, risk provisioning in the lending business is generally based on expected defaults within the next 

twelve months (stage 1). The expected credit loss for a one-year period is that part of the lifetime expected credit losses 

corresponding to the expected credit losses from defaults that may occur for the financial instrument within twelve months 

after the reporting date. In case of a significant increase in the financial assetôs credit risk within the context of subsequent 

measurement (stage 2) or in case of a credit impairment (stage 3), the impairment has to reflect the financial assetôs lifetime 

expected credit loss. pbb Group does not apply the simplified approach for lease receivables, instead differentiating between 

stage 1 and 2 impairments. 

Under IFRS 9, the same definition of default is used as for regulatory purposes. A default is assumed if  

> it is unlikely that the borrower can fully meet their payment obligations; or if  

> the borrower is in material payment arrears for more than 90 days.  

pbb Group determines expected credit loss individually. 

pbb Group has developed audit criteria for the allocation to the three impairment stages under IFRS 9; these criteria are 

closely linked to the methods and instruments applied within credit quality and risk monitoring. In line with credit risk manage-

ment, monitoring intensifies with each impairment stage. Each financial asset which is not measured at fair value through 

profit or loss has to be allocated to stage 1 upon initial recognition if it is not credit-impaired. A financial asset moves to stage 2 

if credit risk has increased significantly but said financial asset is not credit-impaired. This is the case  

> if there is a rebuttable presumption that payment is more than 30 days past due; or 

> the financial asset is non-investment grade and the multi-year probability of default at the balance sheet date 

exceeds the multi-year probability of default at initial recognition of the financial asset by a factor of at least 2.5; 

> any forbearance measures were implemented for a performing financial instrument. 

The ñ30 days past dueò criterion can be rebutted for example in the case of so called technical past dues. This can be the 

case, for example, if the borrower transfers the amount owed to a wrong account and corrects it at short notice.  

Counterparties of loans and securities whose credit quality has deteriorated compared with the date of initial recognition, but 

which still have an investment grade rating and for which payments are not 30 days past due, are assessed as very low-risk 

in the allocation to the impairment stages. 
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A financial asset must be transferred to stage 3 if it is credit-impaired. A financial asset is credit-impaired when one or more 

events that have a detrimental impact on the estimated future cash flows of that financial asset have occurred. Indicators for 

a financial assetôs credit impairment include observable data about the following events:  

> significant financial difficulty of the issuer or borrower; 

> a breach of contract, such as a default or delinquency in interest or principal payments; 

> concessions granted by pbb Group to the borrower, for economic or legal reasons relating to the borrowerôs 

financial difficulty, that pbb Group would not otherwise consider; 

> it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; 

> the disappearance of an active market for that financial asset due to financial difficulties; or 

> the purchase or origination of a financial asset at a high discount that reflects the incurred credit losses.  

An entity shall only recognise the cumulative changes in lifetime expected credit losses since initial recognition as an impair-

ment as at the balance sheet date for purchased or originated credit-impaired financial assets (POCI). Expected credit losses 

for such financial assets shall be discounted using the credit-adjusted effective interest rate determined at initial recognition. 

The credit-adjusted effective interest rate is applied to amortised cost from initial recognition. Recognition of interest income 

is determined this way for the entire lifetime of the asset, even if the borrower recovers. Interest income shall be attributed to 

the POCI asset, received repayments shall be recognised as repayments. pbb Group did not hold any purchased or originated 

credit-impaired financial assets, either as at 31 December 2022 or as at 31 December 2021.   

Expected credit loss  

pbb Group generally applies a model-based approach to determine the amount of expected credit losses, using the regulatory 

risk parameters (probability of default (PD) and loss given default (LGD)) and contractual information on the financial instru-

ments, such as contractually agreed cash flows, for stage 1 and stage 2 impairments. The exposure size results from the 

comparison of contractually agreed and expected cash flows. The risk parameters listed above are linked to the exposure 

size to determine expected losses. In addition, expectations concerning prepayments (or prepayment rates), expected loan 

extensions (or extension rates) and expected drawings of undrawn parts of a commitment (or credit conversion factor/CCF) 

are considered in the expected cash flows. The PD risk parameter is determined individually for each borrower, based on 

client-specific rating procedures. These rating procedures use several client-specific risk factors, including leverage ratio, 

return indicators and similar quantitative indicators, as input factors. The LGD risk parameter is determined via specific LGD 

models; main input factors include the expected recovery rate resulting from the realisation of collateral or other asset parts, 

the transaction-specific ratio of the current collateral value and current carrying amount of the receivable, and the expected 

time until receipt of the recovery payment. These PD rating procedures and LGD models are also used for risk assessment 

and risk controlling within credit risk management.  

The regulatory risk parameters are transformed in a suitable manner to meet the requirements set out in IFRS 9. These 

include the deduction of conservative adjustments used for regulatory purposes, the consideration of macroeconomic factors 

for the purpose of point-in-time transformation, and the transition from the regulatory discount rate to the effective interest 

rate required by IFRS 9. These transformations ensure, in particular, that the risk parameters are unbiased. Historical data 

on rating migration, and macroeconomic forecasts (regarding the unemployment rate, economic growth per country, the 5-

year swap rate per currency and ï for real estate financings ï the development of collateral market values broken down by 

property types and regions, etc.) are used to determine multi-year probabilities of default. pbb Group makes use of appropriate 

information depending on the specific client type, and forecasts indicators based on internal analyses and externally available 

data. Interest income is calculated by applying the effective interest rate on the gross carrying amount of the financial asset, 

i.e. on the carrying amount before risk provisioning. 

In determining point-in-time default probabilities, macroeconomic projections for the unemployment rate and gross domestic 

product ï issued by the ECB, other central banks, and economic research institutions ï are used. pbb bases its calculation 

for transactions at impairment stage 1 only on forecasts for the year 2023, but uses the forecasts up until 2026 for transactions 

at impairment stage 2. From 2027 onwards, a model for convergence to the long-term average will be applied.  

pbb Group has established a limited adjustment of expected credit losses in form of a management overlay as at 31 Decem-

ber 2022 in order to properly reflect the current risk situation of office property financings. Management overlay is described 
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in detail in the Note ñFinancial assets at amortised cost after credit loss allowances (including claims from finance lease 

agreements)ò to pbb Groupôs Annual Report 2022 (pages 143 et seqq.). 

The expected credit losses of impairment stage 3 are determined on the basis of individual cash flows in several probability-

weighted scenarios. The amount of risk provisioning equals the difference between the carrying amount of the asset and the 

present value of expected future cash flows. The latter is calculated via the initial effective interest rate. Expected future cash 

flows take into account the marketability of collateral provided, for example land charges / mortgages. Interest income is 

calculated by applying the effective interest rate to the financial assetôs amortised cost.   

Write-offs 

pbb Group did not write off any financial assets in the 2022 financial year. 

A financial asset might need to be written off under use of already recognised impairments, should a recovery not be feasible 

according to reasonable expectations. This applies in particular if it is probable that a residual claim will remain within the 

course of realisation of collateral and no further contributions are expected from the debtor (for example due to bankruptcy 

or lack of assets). In justified exceptions, pbb Group does attempt to collect (at least part of) the residual claim for the written-

off exposures by means of enforcement measures.   

Disclosure in the statement of financial position and the income statement  

Financial assets measured at amortised cost: impairments of all three stages pursuant to IFRS 9 are stated under the line 

item ñImpairments of financial assets measured at amortised costò in the statement of financial position, and the amount of 

these financial assets is disclosed before and after consideration of loss allowance. In the income statement, impairments 

recognised for these financial assets are shown in net income from risk provisioning. 

Financial assets measured at fair value through other comprehensive income: impairments of all three stages pursuant to 

IFRS 9 are stated under the line item ñAccumulated other comprehensive incomeò (under equity) in the statement of financial 

position. In the income statement, impairments recognised for these financial assets are shown in net income from risk pro-

visioning.  

Provisions for the off-balance sheet lending business, such as irrevocable loan commitments and financial guarantees, are 

recognised in line with the impairment rules as per IFRS 9 and disclosed under the ñProvisionsò line item under ñLiabilitiesò. 
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Credit risk mitigation techniques  
This chapter provides information pursuant to Article 453 of the CRR on credit risk mitigation techniques used at pbb Group 

to offset credit risk (resulting from loans and advances, debt securities and off-balance sheet exposures) and counterparty 

credit risk (resulting from derivatives and securities financing transactions), including information both on the types of collat-

eral used and concerning the main aspects of the provisions and procedures applicable to the assessment and management 

of this eligible collateral.  

Main collateral used within credit risk mitigation  

The strategic business segments of pbb Group are Real Estate Finance (REF) and Public Investment Finance (PIF); the 

focus is on business eligible for inclusion in Pfandbrief cover. To minimise credit risk (counterparty credit risk), pbb Group 

takes into account the following main types of collateral:  

> Real estate (property liens) 

> Guarantees 

> Financial collateral. 

Property liens (real estate) for real estate financings are especially important. pbb Group also accepts guarantees and finan-

cial collateral (mainly cash collateral, partly securities) for hedging purposes. Financial collateral is used in netting agreements 

for derivatives and securities financing transactions (securities lending/repo transactions).  

pbb Group did not execute hedging transactions with credit derivatives (purchased or sold credit collateral) during the 2022 

financial year, either as protection buyer or protection seller. 

pbbôs guarantors are mainly financial institutions and public-sector clients with very good creditworthiness. Within the scope 

of risk reporting, Risk Management & Control (RMC) keeps pbbôs Management Board informed about the largest guarantors 

on a regular basis.   

Using collateral to reduce capital requirements  

Physical collateral (real estate) is taken into account as credit risk mitigating in the loss given default (LGD) calculation when 

assessing the LGD in the event of default. Financial collateral is taken into account to reduce credit risk when determining 

exposure values (exposure at default (EaD)). Guarantees are taken into account as credit risk mitigation by way of a regular 

PD substitution, meaning that the lower risk weight of the guarantor is allocated to the hedged part of a receivable. Besides 

property liens, collateral provided for financings in the REF segment also includes assignments of rental payments as well as 

insurance benefits which, however, are not taken into account for credit risk mitigation purposes pursuant to the CRR. 

Internal pbb Group processing guidelines for each type of collateral set out the procedures for accepting collateral. The Bank 

usually employs standardised contractual stipulations to ensure legal enforceability, which are reviewed on an ongoing basis 

due to the ever-changing legal environment. A Group-wide process has been established, aiming to ensure that all CRR-

relevant collateral is continuously subject to legal monitoring. Calculation and determination of collateral values is documented 

in a transparent manner. Expert opinions used to assess a liquidation value include statements concerning marketability of 

the collateral.  

Risk concentrations within credit risk mitigation  

Within the eligible hedging instruments used there may be material risk concentrations in terms of the real estate property 

liens, due to the natural correlation between such physical collateral and the general real estate market development of a 

particular country. The Risk and Opportunity Report in the 2022 Annual Report outlines the breakdown of the credit portfolio 
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into regions as well as loan and real estate types. Risk concentrations of this type are limited by pbb Group within the scope 

of country limit management. 

Each country or country group ï depending on the results of the internal rating procedure ï is allocated maximum limits in 

certain rating corridors that restrict pbb Groupôs business activities. Corporate Development/Economic Analysis reviews all 

country ratings and country limits at least annually.  

Quantitative information on credit risk mitigation  

Table EU CR3 below provides information on credit exposures secured by eligible collateral based on net carrying amount 

(broken down into loans and advances, including cash balances at central banks and demand deposits, as well as debt 

securities), for which pbb Group calculates risk-weighted exposure amounts in line with the advanced IRB approach (IRBA) 

based on the Bank-internal rating procedure or the standardised approach (CRSA). 

Pursuant to Article 453 (g), (h) and (i) of the CRR, table EU CR4 shows the impact of eligible collateral for exposures under 

the standardised approach (CRSA; see ñCredit risk ï Standardised approachò), whilst table EU CR7-A outlines the impact for 

exposures under the IRB approach (see ñCredit risk ï IRB approachò) pursuant to Article 453 (g) of the CRR.  

Table EU CR7 pursuant to Article 453 (j) of the CRR regarding the impact of credit derivatives used as a credit risk mitigation 

technique bears no relevance for pbb Group since its portfolio does not comprise credit derivatives as at the reporting date.  

EU CR3:  Credit risk mitigation techniques ï overview 

  a b c d e

  Unsecured net 
carrying 
amount 3)

   Secured net carrying amount 1) 2)

 
 

 

thereof: se-
cured by collat-
eral 4)

thereof: secured by financial 
guarantees

All figures in ú million
 

thereof: se-
cured by credit 
derivatives

1 Loans and advances 15,151 29,928 28,353 1,575 -

2 Debt securities 5,778 1,126 - 1,126 ððð

3 Total 20,929 31,054 28,353 2,701 -

4 thereof: non-performing exposures 16 606 560 46 -

5 thereof: defaulted 16 606 ððð ððð ððð

1) EU CR3 shows the net value of exposures: gross carrying value after impairments on financial assets and amortisation, 

but before application of credit risk mitigation techniques. Off-balance sheet exposures are not taken into account. 
2) Exposures to which at least one credit risk mitigation mechanism is allocated pursuant to Part 3, Title II, Chapter 4 of the CRR. This relates to guarantees which may be 

considered as having risk-mitigating effects when calculating own funds requirements for the lending business. The value of reported guarantees is limited to the net 

value of secured/guaranteed exposures. 
3) Exposures to which no credit risk mitigation technique has been applied, for which collateral has not been pledged and guarantees have not been received. 

In EU CR3, ñLoans and advancesò also comprises central bank deposits and exposures vis-à-vis banks due on demand.  
4) Exposures secured by collateral (predominantly real estate/property liens).  

Valuation and management of eligible collateral  

Depending on the type of collateral, pbb Group applies different valuation, control and review procedures. These procedures 

are an essential part of the previously mentioned event-driven and annual credit exposure review and new loan approval. 

pbb Group has established processing principles for the valuation of different types of collateral. The value of furnished 

collateral is reviewed within the scope of the loan approval process, the regular assessment of the borrowers or the collateral, 

or in the event of material changes. Monitoring of collateral subject to special risks is performed even more closely in line with 

regulatory requirements and to account for the additional risks.  

The valuation of property liens is generally based on a written expert valuation and documented in writing. pbb Group monitors 

value fluctuations based on defined parameters. 
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Real estate  

An independent real estate surveyor prepares a written market valuation and loan-to-value opinion for all properties serving 

as collateral. The loan-to-value ratio is mainly required for real estate collateral intended for the Pfandbrief cover assets pool 

(for funding via Pfandbrief issues). Third-party opinions are also subject to a plausibility check carried out by an internal 

employee (real estate analyst).  

The regular monitoring and review of real estate collateral (monitoring and revaluation) is initially focused on the propertyôs 

market value:  

> Level 1 monitoring aims to identify properties and/or markets (or a combination of real estate types and markets) 

with a potential loss in value based on documentary and general information. A rough analysis of the individual 

properties is sufficient. 

 

> Level 2 monitoring comprises a more detailed review of the properties identified in level 1, or a more detailed 

annual review of properties subject to a higher risk, by the real estate analysts.  

 

> Revaluation, or level 3 monitoring, is performed for properties with a market value decline of over 10% or other 

substantial deteriorations in the underlying valuation assumptions, and for properties requiring revaluation at 

least every three years pursuant to Article 208 (3) (b) of the CRR. In such cases, an independent real estate 

surveyor determines the current market value.  

 

> If there are any indications that the loan-to-value ratio has been impaired, level 4 monitoring comes into play: 

the value determination is reviewed and, if applicable, a revaluation performed. 

For further information on quality aspects according to which pbb Group evaluates real estate, please refer to the ñRisk 

hedging and risk mitigationò section within ñCredit risk management (including counterparty credit risk)ò.  

Assessment of real estate collateral in light of the COVID-19 pandemic  

Pandemic-related impacts had reached, and been considered in, all markets and aspects since the third quarter of 2021. 

Monthly monitoring of real estate collateral, which had been introduced in April 2020, was thus returned to the ordinary real 

estate collateral monitoring process in December 2021.  

Guarantees  

pbb Group considers guarantees as collateral for risk management and risk mitigation purposes in accordance with Articles 

213 to 215 of the CRR. For credit risk mitigation recognition, guarantees and guarantors must meet regulatory requirements. 

Guarantees are taken into account as credit risk mitigation by way of a regular PD substitution.  

Financial collateral  

pbb Group uses financial collateral (mainly cash collateral) in netting agreements for derivatives and securities financing 

transactions (securities lending/repo transactions). For further information on the use of netting within credit risk mitigation, 

and the netting provisions and financial collateral used by pbb Group, please refer to the following section ñOn-balance sheet 

and off-balance sheet nettingò and the chapter ñCounterparty credit riskò.  
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On-balance sheet and off-balance sheet netting  

Regulatory netting  

Within the scope of credit risk mitigation, pbb Group applies the regulatory provisions on off-balance sheet netting for both 

derivative financial instruments and securities lending/repo transactions where the contractual agreements meet the require-

ments for risk-mitigating recognition in accordance with Article 296 of the CRR and Article 206 of the CRR. As at 31 December 

2022, pbb Group concluded derivative contractual netting agreements amounting to ú 0.5 billion and executed around ú 6.7 

billion in securities lending/repo transactions. 

On-balance sheet netting 

Derivatives cannot be offset for balance sheet purposes as they are subject to different terms, such as varying maturities or 

underlying currencies. Collateral agreements cannot be offset against the derivatives in the balance sheet either.  

Derivatives settled via Eurex Clearing are an exception. The European Market Infrastructure Regulation (EMIR) imposes a 

clearing obligation for standardised over-the-counter (OTC) derivatives. pbb uses Eurex Clearing as a central counterparty 

(CCP) to clear its OTC derivatives, using on-balance sheet netting for derivatives entered into with Eurex Clearing. On-

balance sheet netting is applied for each currency, and comprises the carrying amounts of the derivatives as well as the 

collateral calculated and provided (or received) by Eurex Clearing in this context. As at 31 December 2022, total assets 

decreased by ú 1.7 billion for the derivatives settled via Eurex Clearing as a result of on-balance sheet netting. 

Securities lending/repo transactions are not offset for accounting purposes. 

Master agreements 

pbb Group applies standard market master agreements (such as the German Master Agreement on Financial Derivatives 

Transactions (Deutscher Rahmenvertrag für Finanztermingeschäfte ï DRV), the ISDA Master Agreement or the Global Mas-

ter Repurchase Agreement (GMRA)), including relevant collateral agreements (such as the Collateral Annex to the DRV or 

the ISDA Credit Support Annex) to document its derivatives and securities lending/repo transactions. The master agreements 

used for both derivatives and securities lending/repo transactions contain netting agreements according to which, in the event 

of bankruptcy for example, one single claim is established by ending and netting all transactions concluded under a master 

agreement, meaning that in the event that the counterparty defaults, pbb is only entitled to, or obliged to pay, the net amount 

of the positive and negative market values of the individual transactions (ñclose-out nettingò). This reduces the default risk in 

relation to the respective contractual partner. One prerequisite for collateral to be recognised as risk-mitigating is a review of 

the validity and enforceability of the contractual netting agreement in the respective jurisdiction, which pbb Group performs 

not only on a regular, but also on an event-driven basis in the form of legal opinions.  

Collateral agreements  

Collateral used for these transactions comprises financial collateral (mainly cash collateral, partly securities) based on stand-

ard market collateral agreements, such as the Collateral Annex to the DRV. Collateral is usually provided by full transfer of 

rights, and in the case of securities, also by way of pledging. pbb usually furnishes and receives cash collateral in euros. 

Where derivatives are cleared via a central counterparty, collateral is provided by pledging securities and transferring cash 

collateral. Bilateral repo transactions are usually secured through cash collateral, whilst repo transactions cleared via a central 

counterparty are secured via the exchange of securities. To be recognised for credit risk mitigation purposes pursuant to the 

CRR, provision of collateral must meet regulatory requirements. pbb Group verifies the validity and enforceability of collateral 

by means of legal opinions. 

Transactions are evaluated on a daily basis. Whilst collateral agreements stipulate minimum transfer amounts, they usually 

do not provide for threshold amounts. For further information on this topic, please refer to the ñRating-based collateral service 

agreementsò section within the chapter on ñCounterparty credit riskò.  
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Credit risk ï Standardised Approach 
This chapter provides information pursuant to Articles 444 and 453 (g), (h) and (i) of the CRR concerning on-balance sheet 

and off-balance sheet credit exposures, for which pbb Group calculates risk-weighted exposure amounts in line with the 

standardised approach (CRSA). pbb Group makes use of this approach pursuant to Articles 111 et seqq. of the CRR in 

addition to the advanced IRB approach (IRBA) based on the Bank-internal rating procedure pursuant to Articles 142 et seqq. 

ï for the following portfolios.  

Application of permanent partial use within the meaning of Article 150 of the CRR  

pbb Group uses the standardised approach mainly for the following sub-portfolios:  

> Exposures to central governments or central banks, regional governments and public-sector entities pursuant 

to Article 150 (1) (a) and (d) of the CRR 

> Exposures to institutions as referred to in Article 150 (1) (b) of the CRR (including Eurex Clearing) 

> Exposures to companies generating the majority of their revenues outside the real estate sector 

> Exposures to private individuals 

> Credit risk exposures regarding a discontinued business unit within the meaning of Article 150 (1) (c) of the 

CRR in conjunction with section 14 of the German Solvency Regulation (Solvenzverordnung ï SolvV) (e.g. low-

volume retail loans; the clientôs creditworthiness is assessed via retail scoring) 

> Other credit risk exposures for which no rating procedure pursuant to the IRB approach as approved by the 

banking supervisor is applied. 

Use of rating agencies and export credit agencies 

Nominated rating agencies   

pbb Group exclusively uses external ratings from Standard & Poorôs, Moodyôs and Fitch to assess creditworthiness within the 

scope of the standardised approach. Nominations are unchanged from the previous year. Export credit agencies have not 

been nominated for credit assessments.  

Allocated exposure classes  

The above-mentioned rating agencies have been nominated for all CRSA exposure classes.  

Transfer of credit assessments  

Issue ratings are not transferred to comparable exposures of equal or higher rank.  

Mapping external credit assessments 

pbb Group uses the allocation method prescribed by the European Banking Authority (EBA) pursuant to the CRR for allocation 

of the external ratings from rating agencies to the credit quality steps of the standardised approach.  
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Effects of credit risk mitigation  

The standardised approach takes guarantees into account as credit risk mitigation by way of a regular PD substitution, mean-

ing that the lower risk weight of the guarantor is allocated to the hedged part of a receivable. This in turn means that the 

secured part of an IRBA exposure (e.g. of a company) is reported with the lower risk weight of the guarantor (e.g. of a public-

law corporation) in the standardised approach, or that guaranteed CRSA exposures are allocated to the lower risk weight and 

exposure class of the protection seller. pbbôs guarantors are mainly financial institutions and public-sector clients. pbb Group 

treats credit exposures to public-sector clients and financial institutions using the standardised approach.  

Quantitative information on credit exposures under the standardised approach  

The following tables EU CR4 and EU CR5 pursuant to Articles 444 (e) and 453 (g), (h) and (i) of the CRR provide information 

on exposure values (before and after credit risk mitigation) and risk-weighted exposure amounts (RWA), risk weights and 

RWA density, as well as on the implications of credit conversion factors (CCF) applied, and of eligible collateral for on-balance 

sheet and off-balance sheet CRSA credit exposures, broken down by exposure classes.  
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EU CR4:  Standardised approach ï Credit risk exposure and credit risk mitigation effects  

  a b c d e f

 Exposure classes Exposures before CCF and before CRM 1) Exposures post CCF and post CRM 2) RWAs and RWAs density

All figures in ú million, unless otherwise stated
On-balance-sheet expo-

sures
Off-balance-sheet ex-

posures
On-balance-sheet expo-

sures
Off-balance-sheet 

amount
RWAs 3) RWAs density 4) 

(%) 

1 Central governments or central banks 8,339 - 9,880 - 51 0.52

2 Regional government or local authorities 4,343 125 5,111 62 418 8.07

3 Public sector entities 1,761 - 1,626 - 115 7.07

4 Multilateral development banks 547 - 547 - - -

5 International organisations 229 - 229 - - -

6 Institutions 918 - 31 - 11 36.57

7 Corporates 1,706 17 526 10 528 98.56

8 Retail - - - - - 75.00

9 Secured by mortgages on immovable property 631 55 631 27 228 34.55

10 Exposures in default 49 - 1 - 1 117.12

11 Exposures associated with particularly high risk 111 76 111 39 225 150.00

12 Covered bonds 321 - 321 - 32 10.00

13 Institutions and corporates with a short-term credit assessment - - - - - -

14 Collective investment undertakings 2 - 2 - 31 1,250.00

15 Equity - - - - - -

16 Other items 5) 105 - 105 - 261 250.00

17 Total 19,063 273 19,121 138 1,902 9.87

1) Net value of CRSA exposures: gross carrying amounts after impairments/provisions and amortisation, but before application of credit risk mitigation techniques and credit conversion factors (CCF).  
2) CRSA exposure values (exposure at default, EaD) after impairments/provisions and amortisation, and after application of credit risk mitigation techniques and credit conversion factors (CCF). 
3) Risk-weighted CRSA exposure amounts (risk-weighted assets, RWA). 
4) RWA density (%): calculated by dividing the RWA per CRSA exposure class (column e) by the respective EaD (columns c + d). 
5) Deferred tax assets dependant on future profitability (not) resulting from temporary differences. 
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EU CR5:  Standardised approach  

                   

  a b c d e f g h i j k l m n o p q

 
Exposure classes Risk weight 

Total
Of which 
unrated 2)

All figures in ú million 0% 2% 4% 10% 20% 35% 50% 70% 75% 100% 150% 250% 370% 1250% Others   

1 Central governments or central banks 9,630 - - - 248 - - - - 2 - - - - - 9,880 1,312

2
Regional government or local authori-
ties

3,085 - - - 2,088 - - - - - - - - - - 5,173 3,935

3 Public sector entities 1,186 - - - 394 - 19 - - 27 - - - - - 1,626 1,482

4 Multilateral development banks 547 - - - - - - - - - - - - - - 547 -

5 International organisations 229 - - - - - - - - - - - - - - 229 -

6 Institutions - - - - 14 - 17 - - - - - - - - 31 -

7 Corporates - - - - 1 - 1 - - 532 3 - - - - 536 506

8 Retail exposures - - - - - - - - - - - - - - - - -

9
Exposures secured by mortgages on 
immovable property

- - - - - 598 61 - - - - - - - - 659 659

10 Exposures in default - - - - - - - - - 1 - - - - - 1 1

11
Exposures associated with particularly 
high risk

- - - - - - - - - - 150 - - - - 150 -

12 Covered bonds - - - 321 - - - - - - - - - - - 321 -

13
Exposures to institutions and corpo-
rates with a short-term credit assess-
ment

- - - - - - - - - - - - - - - - -

14
Units or shares in collective invest-
ment undertakings

- - - - - - - - - - - - - 2 - 2 2

15 Equity exposures - - - - - - - - - - - - - - - - -

16 Other items 3) - - - - - - - - - - - 105 - - - 105 -

17 Total 14,677 0 0 321 2,745 598 97 0 0 560 153 105 0 2 0 19,260 7,898
                   

1) EU CR5 provides information on the CRSA exposure values (EaD) after impairments/provisions and amortisation, and after application of credit risk mitigation techniques and credit conversion factors (CCF). 
2) A rating by a renowned rating agency (external credit assessment institutions, ECAI) is not available. 
3) Deferred tax assets dependant on future profitability (not) resulting from temporary differences. 
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Credit risk ï IRB approach  
This chapter provides information pursuant to Articles 452 and 453 (g) and (j) as well as 438 (h) of the CRR concerning on-

balance sheet and off-balance sheet credit exposures, for which pbb Group calculates risk-weighted exposure amounts in 

line with the advanced IRB approach based on the Bank-internal rating procedure pursuant to Articles 142 et seqq. of the 

CRR.   

Approved IRB approaches  

pbb Group has obtained permission to use the rating systems listed in the following EU CRE table for the advanced IRB ap-

proach.  

Within the scope of the EBAôs current ñRegulatory Review of the IRB Approachò programme to review the IRBA models, pbb 

Group is aiming to extend the IRBA coverage ratio to the sub-portfolios ñProperty developers who prepare balance sheetsò 

and ñNon-trading partnershipsò (Gesellschaften b¿rgerlichen Rechts ï GbR) in the ñCorporatesò exposure class. Further ex-

tension of the IRBA coverage ratio to new exposure classes ï through a new implementation plan ï is currently not scheduled. 

Internal rating systems must comply with the minimum requirements for the use of the IRB approach as set out in Articles 

143 and 144 of the CRR, fulfil methodical as well as procedural and organisational requirements, and prove their viability for 

the risk classification of existing and new business. Rating systems within the meaning of Article 142 of the CRR describe ñall 

of the methods, processes, controls, data collection and IT systems that support the assessment of credit risk, the assignment 

of exposures to rating grades or pools, and the quantification of default and loss estimates that have been developed for a 

certain type of exposure.ò 

All pbb Groupôs PD, LGD and CCF rating systems broadly follow a through-the-cycle philosophy, whereby the structure of 

this philosophy can change between the various models, for example due to the risk factors taken into account in the model. 

Current default rates, loss given default and CCF ratios may thus differ from the through-the-cycle forecasts ï depending on 

the phase of the economic cycle.  

Types of exposure 

pbb Group ensures that the debtor of an IRBA default risk exposure is allocated to the PD LGD and CCF rating systems by 

making use of the rating systemsô defined scopes of application. Compliance with the scope is either checked during the 

rating process or technically ensured via the construction of the system itself.  

The ñCentral governments and central banksò, ñInstitutionsò and ñRetail exposuresò IRBA exposure classes do not apply to 

pbb Group. As far as its participating interests are concerned, pbb Group applies the simple IRBA risk weight for equity 

exposures in accordance with Article 155 (2) of the CRR.  

The ñCorporatesò exposure class (including ñspecialised lendingò) uses rating systems with statistical models at their core, 

supplemented by expert model components in the risk classification. After the initial rating, a follow-up rating is performed at 

least annually for all rating systems. Intra-year re-ratings are carried out in the event of material information becoming avail-

able that affects creditworthiness. All relevant input data and the results of the ratings performed are stored for the purpose 

of data processing to ensure a complete rating history for every debtor and every guarantor as well as every transaction 

subject to default risks. Debtors are allocated to PD classes on the basis of probabilities of default in accordance with a 27-

stage PD master scale or by means of tables which map letter ratings to PD classes depending on the segment. 

pbb Group defines defaults as per Article 178 of the CRR.  
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Rating systems in the IRB approach (EU CRE)  

No. Para-meter Model Exposure classes Scope 1) Modelling approach 2)

      

PD rating systems

1 PD SPV developer
Corporates/ 
Specialised financing

The obligor is an SPV (special-pur-
pose vehicle), whereby the fi-
nanced property/property portfolio 
is the sole business purpose and 
asset of the SPV and the liability is 
limited to the SPV (non-recourse fi-
nancing) 

Based on 
statistical default 
models

2 PD SPV investors
Corporates/ 
Specialised financing

3 PD Housing associations Corporates

Real estate customers whose main 
business comprises management 
of their own housing stock and 
whose credit standing is essentially 
related to this aspect 

4 PD
Investors who prepare 
balance sheets

Corporates

Customers who prepare balance 
sheets and whose main income is 
derived from real estate assets 

5 PD
Investors who do not prepare 
balance sheets

Corporates

Customers who do not prepare bal-
ance sheets, whose main income is 
derived from real estate assets 

      

LGD rating systems

6 LGD

International real estate financing 
(defaulted and non-defaulted obli-
gors) 

Corporates 
incl. specialised lending

Secured property financing, with 
main emphasis outside Germany 

Stochastic 
simulation 
methods

7 LGD

National real estate financing 
(defaulted and non-defaulted obli-
gors) 

Corporates 
incl. specialised lending

Secured property financing, with 
main emphasis within Germany 

Structure 
model

      

CCF rating system

8 CCF Credit conversion factor
Corporates incl. special-
ised lending Mortgage loans

Historical 
mean

1) Simplified presentation of the rating proceduresô scope. The specific scopes are defined in the relevant workflow instructions. 
2) Methodology on which the rating procedure is based.   

PD rating systems 

The PD rating systems for commercial real estate financing are based on logistical regression models which have been 

developed and calibrated using historical internal debtor data (default information and qualitative as well as quantitative risk 

factors) and expert assessments. Calibration requires data for a period of at least seven years. The risk factors are weighted 

and aggregated to form a score, which yields an individual probability of default. This in turn is subsequently translated into 

a PD class by way of a standardised PD master scale. The PD rating systems for commercial real estate financing comprise 

traditional indicators such as the ratio of loan amount to a propertyôs market value or the debt service cover ratio, and usually 

also information on the debtorôs property or property portfolio (e.g. location quality, vacancy rate, regional information) and 

information concerning the debtors themselves (e.g. commercial/technical qualifications, information about the client/bank 

relationship). 

pbb Groupôs PD rating systems consider quantitative and qualitative risk factors in addition to differently weighted warning 

signals. These warning signals generally identify rare events (for instance, a negative feature affecting creditworthiness) 

which, if they occur, have a significant influence on the debtorôs creditworthiness. In addition, pbb Groupôs PD rating systems 

ensure that the PD of a debtor cannot be better than the PD of the debtorôs country of domicile. This òsovereign ceilingò takes 

account of government-related additional risks, e.g. transfer risks, when preparing client ratings. 
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pbb Group applies a standardised PD master scale comprised of 27 PD classes for debtors not yet subject to default which 

is identical for all rating systems and across all exposure classes, thus allowing for a comparison of rating classifications 

across all default risk exposures. Each of the 27 PD classes is allocated unequivocal probabilities of default as PD estimates, 

as well as upper and lower limits for the probabilities of default.   

LGD rating systems 

Loss given default estimates in per cent (referring to the Exposure at Default (EaD)) are a direct result of pbb Groupôs LGD 

rating systems.  

The LGD rating system for international commercial real estate financing is based on a stochastic simulation method which, 

in addition to future macroeconomic developments, also simulates future real estate market-specific developments and cal-

culates the impact on the cash flows and the property value of the specific financing arrangement. The model is calibrated 

using historical default events since 2008.  

The LGD rating system for German real estate financing is based on a structural approach ï with the market value of the real 

estate collateral at the core of the LGD estimate. Individual model parameters such as recovery rates and settlement periods 

are calculated for differentiated segments (property types, among other things) based on historical pbb Group data and the 

data pooling initiative of the Association of German Pfandbrief Banks (VdP) (usually based on data from 2008 onwards, at 

least). 

Downturn analyses and tests of significance ensure ï for the individual LGD rating systems ï that the models are suitable for 

forecasting downturn LGDs.  

CCF rating system  

pbb Group uses a model to forecast the credit conversion factor (CCF) for mortgage loans, based on the observable drawing 

pattern of historical internal defaults since 2008 in a period of 12 months prior to default. A CCF of 100% is applied to all other 

products (e.g. guarantee credits). 

Additional uses of internal estimates  

The internal estimates of the probability of default (PD) and loss given default (LGD) are important parameters for risk man-

agement and lending decisions. Within the scope of the lending decision process, and taking these risk parameters into 

account, risk and equity costs are determined which then form the basis for risk-adjusted pricing and the lending decision. 

Expected loss (EL) classes are derived from the PD and LGD risk parameters; approval powers within pbb Group for loan 

approval and loan processing are based on said EL classes.  

The results of the internal rating systems are incorporated into the economic risk-bearing capacity calculation (ICAAP) and 

considered when determining on-balance sheet risk provisioning.    

Functions and control mechanisms for IRBA rating systems  

The Group Risk Committee (GRC) is responsible for developing and validating rating systems at pbb Group. The GRC is a 

Management Board sub-committee with the authority to decide on matters related to risk methodology and risk parameters, 

as well as risk monitoring and relevant guidelines. 

The GRC commissions the creation of new models (or development of existing ones), validation concepts, and the imple-

mentation of validations in Risk Management & Control (RMC). RMC is independent from departments responsible for initi-
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ating and executing transactions. The credit risk monitoring unit within this division is responsible for developing, implement-

ing, maintaining, monitoring, and developing all rating systems throughout the Group. It presents its results to the GRC, which 

in turn must approve them. 

All PD and LGD rating systems are validated once a year; this review comprises statistical and qualitative analyses as well 

as user feedback to check the calibration, precision and stability, the data quality and model design.  

Regarding the LGD rating system for German real estate financing, pbb Group also participates in the pool validation at the 

level of the Association of German Pfandbrief Banks (VdP). 

pbb Group has various technical control mechanisms at its disposal, such as dual-control approval, to check for completeness 

and to perform plausibility checks for the data input. 

The Internal Audit division, as a process-independent unit, reviews the adequacy of the internal rating systems on a regular 

basis, including compliance with the minimum requirements for using rating systems and for procedural changes imple-

mented.   

IRBA rating systems - reporting 

All validation reports are presented to, and approved by, the Group Risk Committee (GRC).  

Quantitative information on credit exposures in the IRB approach  

The following tables EU CR6 and EU CR6a pursuant to Article 452 (b) and (g) of the CRR provide information concerning 

on-balance sheet and off-balance sheet credit exposures for the portfolios subject to the IRB approach and rated using a 

rating procedure approved by the supervisory authorities. The tables further provide information on key IRBA parameters 

used for the calculation of own funds requirements.  

Table EU CR6 only comprises information on pbb Groupôs significant exposure classes. The ñCentral governments and cen-

tral banksò, ñInstitutionsò and ñRetail exposuresò IRBA exposure classes do not apply to pbb Group. As far as pbb Groupôs 

participating interests are concerned, it applies the simple IRBA risk weight for equity exposures in accordance with Article  

155 (2) of the CRR. 

Table EU CR7-A pursuant to Article 453 (g) of the CRR outlines the impact of eligible collateral under the IRB approach. 

Table EU CR7 pursuant to Article 453 (j) of the CRR regarding the impact of credit derivatives used as a credit risk mitigation 

technique on risk-weighted exposure amounts (RWA) bears no relevance for pbb Group since its portfolio continues to contain 

no credit derivatives. 

Table EU CR8 in accordance with Article 438 (h) of the CRR outlines the changes in RWA in the fourth quarter of 2022 and 

high-lights the main reasons for these changes.    
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EU CR6:  IRB approach ï Credit risk exposures by exposure class and PD range  

 a b c d e f g h i j k l m

A-IRB 

PD range 1) On-balance 
sheet expo-

sures 2)

Off-balance-
sheet expo-
sures pre-

CCF 3)

Exposure 
weighted av-
erage CCF 4)

Exposure 
post CCF and 
post CRM 5)

Exposure 
weighted av-
erage PD (%) 

6)

Number of ob-
ligors

Exposure 
weighted av-
erage LGD 

(%) 7)

Exposure 
weighted av-

erage ma-
turity (years)

Risk weighted 
exposure 

amount after 
supporting 
factors 8)

Density of 
risk weighted 

exposure 
amount (%) 9)

Expected loss 
amount

Value adjust-
ments and 
provisions

All figures in ú million, unless otherwise stated         

C
o

rp
o

ra
te

s
 -

 S
M

E
s

0.00 to <0.15 30 - - 29 0.10 20 5.71 4 1 3.69 - -

0.00 to <0.10 1 - - 1 0.05 2 4.10 1 - 0.97 - -

0.10  to <0.15 28 - - 28 0.10 18 5.77 4 1 3.78 - -

0.15 to <0.25 66 - - 66 0.20 36 2.71 4 2 2.45 - -

0.25 to <0.50 1,101 51 0.51 1,125 0.42 77 8.19 4 132 11.69 - -

0.50 to <0.75 - - - - - - - - - - - -

0.75 to <2.50 284 52 0.57 313 1.01 24 2.14 4 11 3.39 - 1

0.75 to <1.75 284 52 0.57 313 1.01 24 2.14 4 11 3.39 - 1

1.75 to <2.5 - - - - - - - - - - - -

2.50 to <10.00 1 - - 1 3.35 4 3.87 4 - 8.45 - -

2.5 to <5 1 - - 1 2.78 3 3.88 4 - 8.49 - -

5 to <10 - - - - - - - - - - - -

10.00 to <100.00 - - - - - - - - - - - -

10 to <20 - - - - - - - - - - - -

20 to <30 - - - - - - - - - - - -

30.00 to <100.00 - - - - - - - - - - - -

100.00 (Default) 7 - - 7 100.00 3 24.47 5 4 62.50 1 1

Subtotal 1,489 102 0.54 1,541 0.96 164 6.75 4 149 9.68 2 1
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 a b c d e f g h i j k l m

A-IRB 

PD range 1) On-balance 
sheet expo-

sures 2)

Off-balance-
sheet expo-
sures pre-

CCF 3)

Exposure 
weighted av-
erage CCF 4)

Exposure 
post CCF and 
post CRM 5)

Exposure 
weighted av-
erage PD (%) 

6)

Number of ob-
ligors

Exposure 
weighted av-
erage LGD 

(%) 7)

Exposure 
weighted av-

erage ma-
turity (years)

Risk weighted 
exposure 

amount after 
supporting 
factors 8)

Density of 
risk weighted 

exposure 
amount (%) 9)

Expected loss 
amount

Value adjust-
ments and 
provisions

All figures in ú million, unless otherwise stated         

C
o

rp
o

ra
te

s
 -

 s
p

e
c
ia

li
s
e

d
 l
e

n
d

in
g

 1
0
)

0.00 to <0.15 188 - - 188 0.10 3 5.99 4 6 3.14 - -

0.00 to <0.10 - - - - - - - - - - - -

0.10  to <0.15 188 - - 188 0.10 3 5.99 4 6 3.14 - -

0.15 to <0.25 822 - - 822 0.20 21 20.55 3 164 19.98 - 1

0.25 to <0.50 6,420 206 0.51 6,513 0.41 127 21.46 3 1,746 26.81 6 24

0.50 to <0.75 - - - - - - - - - - - -

0.75 to <2.50 8,922 712 0.54 9,306 1.41 157 26.48 3 4,943 53.12 35 52

0.75 to <1.75 6,924 526 0.52 7,200 1.23 131 27.20 3 3,806 52.86 25 36

1.75 to <2.5 1,999 186 0.58 2,106 2.00 26 24.03 3 1,138 54.02 10 16

2.50 to <10.00 7,417 1,667 0.70 8,582 4.26 144 24.43 2 5,346 62.30 84 104

2.5 to <5 4,827 711 0.59 5,248 3.23 89 27.10 3 3,457 65.86 46 61

5 to <10 2,590 955 0.78 3,334 5.87 55 20.22 2 1,890 56.69 39 43

10.00 to <100.00 421 11 0.50 427 13.52 6 33.44 1 545 127.66 19 5

10 to <20 378 2 0.50 379 11.83 5 33.25 1 470 123.99 15 2

20 to <30 43 8 0.50 47 27.00 1 35.00 1 74 156.95 4 3

30.00 to <100.00 - - - - - - - - - - - -

100.00 (Default) 681 4 0.50 683 100.00 13 32.49 1 486 71.10 188 207

Subtotal 24,871 2,600 0.64 26,521 4.77 471 24.52 3 13,227 49.91 332 393


























































































































































