BERENBERG AT THE CENTRE OF INTERNATIONAL FINANCE

London

3
201
Report
on the 424th Financial Year

BERENBERG AT THE CENTRE OF INTERNATIONAL FINANCE

London

Berenberg UK

179
2003
60
Employees

Founded

Address

2

Threadneedle Street • London EC2R 8HP • United Kingdom

Editorial

Dear clients and business associates,
When the Berenberg brothers founded our firm in Hamburg in 1590, they were
involved in the cloth trade – a business that depended heavily on strong connections
throughout the world. Today, a solid business network continues to play an important
role in the growth of our company. Despite modern communications, a wellestablished presence across a range of international locations remains indispensable
for a bank. These offices provide us with a direct link to developments in different
regions as well as the ability to talk to local clients and business partners in person
as we seek to understand the markets in which we operate.
Berenberg has always had an international dimension. Today, we are present in
17 locations. Over the past few years we have been particularly active in expanding our
presence in the key international financial centres. Notably, our London office, where
we employ around 180 people, is second in size only to our Hamburg headquarters.
It is followed by Zurich with 81 people and Frankfurt with 54 employees. In the US
our subsidiary opened offices in Boston and New York in 2011 and there are already
18 people working for Berenberg. Currently, we are planning to open a third office
on the US West Coast.
In line with our global expansion, we are taking the opportunity to highlight our
most important international locations in our annual reports.
We hope you enjoy reading this year’s edition.
Sincerely

Dr Hans-Walter Peters
Spokesman for the Managing Partners
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»London is the most
competitive financial
hub in the world,
a magnet for inter
national expertise and
it is no surprise that
one of Germany’s
most venerable banks
has flourished here.
I congratulate
Berenberg on its
achievements in
London and commend
this report as an exam
ple of the advantages
of doing business
here.«

Boris Johnson
Mayor of London

LONDON AS A FINANCIAL CENTRE

London – Europe’s
financial hub
By Jane Fuller, co-director of the Centre for the Study of Financial Innovation
and a former financial editor of the Financial Times

When competitors from 204 countries as-

The groundwork for London’s rise to the

sembled for the London Olympics in 2012,

status of a financial capital was laid already in

a source of pride was that the UK was also

the late 1600s, with the founding of the Lon-

home to people with roots in each of those

don Stock Exchange. Other factors, such as

countries.

Britain’s colonial empire and the trends of in-

London’s population today is 8.3 million,

dustrialisation, globalisation and deregulation

one in eight of the UK’s population, and

also contributed to London’s ascendancy as

the metropolitan region ripples out to an

a financial centre. Furthermore, the City of

estimated 13.6 million. By contrast, the City

London has retained some autonomy as an

of London, covering roughly the »Square

independent legal entity under the authority

Mile« (2.9 km ) settled by the Romans,

of the Lord Mayor.
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houses fewer than 10,000. But that is not

Financial services and related professions

the point. It is the hub of a financial services

employ more than 2 million people in the

industry that is as much a selling point for

UK, according to TheCityUK. Rating

the UK as manufacturing is for Germany.

agencies, law firms, insurance companies,
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London –
well positioned in the global context
investment fund managers, hedge funds and
numerous exchanges are based there. Even
the legendary insurance market Lloyd’s of
London is at home on the Thames. They
contributed £174 billion to the UK economy
in 2012 – 12.6% of economic output.

46

London’s market share of
international credit derivatives
trading is about 46%

50

The share of international
stocks traded here is about
50%

Despite the high significance of the financial industry for the UK’s economy and top
places in the GFCI ranking (pp. 6/7), there
is no room for complacency.
Various scandals, from LIBOR to
widespread mis-selling of retail »protection« products, have damaged the industry’s
reputation. And UK prudential and conduct
regulators have had to do a rapid U-turn
on their pre-crisis policy of »light-touch«
supervision.
Perennial issues include the cost of housing in London, especially in prime locations
where – according to the Financial Times –
international buyers account for 34% of resale
transactions and almost three out of four
sales of new-build homes. Across the capital,
the average house price is about £450,000.
Yet Knight Frank’s Prime Global Cities
Index shows that several Asian centres have
seen more rapid house price rises. The attraction of London to foreign buyers can
also be seen as a vote of confidence in its
property rights, legal system and cultural
experience. The last includes its tolerance of
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50

London’s share of all
international IPOs is about 50%

2nd

In 2014 London will become the
largest trading centre for the
Chinese yuan after Hong Kong. To
act as the yuan clearing bank is of
great strategic importance for
London.

LONDON AS A FINANCIAL CENTRE

38

Its market share of international
foreign exchange is about 38%

diverse cultures, which is why the current

in February, German Chancellor Angela

political antipathy to immigration is not good

Merkel encouraged this sentiment.

for London’s international status.

If the UK does not help itself in the EU,

Most troubling is the uneasy relationship

London will rely even more heavily on its

with the EU: the UK now takes, rather than

perennial advantages: the English language,

makes, regulation affecting its most impor-

its central time zone, its legal system and

tant industry. Areas causing concern include:

comparative safety, and centuries of ac-

LIBOR reform, the financial transaction

cumulated skill in capital markets and the

tax (FTT), ESMA’s power to ban short

professions.

selling, and the proposed handling of eurodenominated transactions only by central
clearing houses located within the eurozone
instead of London.
A mitigating factor is that the UK has
been successful in influencing international
regulation through bodies such as the Financial Stability Board – the G20’s vehicle
for post-crisis reform. To some extent the
EU is itself a taker of cross-border regulation.
It is the made-in-the-EU measures that
represent the biggest threats to London’s
freedom of action. But, like the AIFMD
governing alternative fund managers, any
impact in practice is likely to be far less than
feared.
The view of the City’s leaders, as expressed in a Policy Network report for the
City of London Corporation, is that the UK
»should seek to improve the quality of EU
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policy making, a discourse on which London
has many allies«. On her visit to London

In the City of London, over 500 international banks
are concentrated in just one square mile. In terms of
balance sheet total this is the world’s largest banking
and financial centre.
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AT THE TOP OF THE
WORLD’S MOST COMPETITIVE
FINANCIAL CENTRES
london
2

singapore
4

East India Company managed its huge trad-

784 points
london se

751 points
singapore exchange

ing business, laying the foundations for the

US$3,498bn

US$240bn

As the British Empire expanded, London
became a centre of global trade. For example,
from its headquarters in Leadenhall Street the

British Empire. In the 19 century London
th

overtook Amsterdam as the world’s most
important financial centre. Until the end of
2013 the metropolis on the river Thames led
the GFCI ranking and was replaced at the
top by New York in March 2014.

gfci rank:
gfci points:
most important
exchange(s):
trade volume:

the gfci ranking
Since 2007 the Global Financial Centres Index has compared the competitiveness of the world’s leading financial
centres based on surveys of international financial players. In addition to economic data, the ranking reflects
the availability of qualified personnel, infrastructure,
general competitiveness and political criteria. The index
considers the centres in the graphic to be of global importance. They are listed here in order of GFCI ranking
(as of March 2014).

strong concentration
The world’s most important trading centres are in Europe,
Asia and North America.
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New York
1

Hong kong
3

786 points
nyse and nasdaq

761 points
hong kong se
US$1,565bn

US$24,258bn

LONDON AS A FINANCIAL CENTRE

TokYo
6

boston
8

san francisco **
10

722 points
tokyo se

715 points
boston nasdaq

711 points

US$7,744bn

US$38bn

zurich
5

seoul
7

geneva *
9

730 points
six swiss exchange

718 points
korea se and kosdaq

713 points

US$797bn

US$1,443bn

* In 1996 Switzerland’s three stock exchanges in Zurich, Basel and Geneva were merged to form the Swiss Electronic Exchange.
** Until 2005 the Pacific Exchange in San Francisco was one of seven regional stock exchanges in the US. After being acquired
by Archipelago Holdings, which merged with the NYSE in 2006, trading stopped and was transferred to the electronic trading
platform of NYSE Arca.
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IN A GOOD POSITION
By Andrew McNally, Chairman Berenberg UK
Over the past four years Berenberg has built up concentrated expertise in
London, step by step. Our office there now employs around 180 people
in research, institutional client service and now also in the private client
business. We expanded this location counter to trends and will benefit from
it. Berenberg London is in a very good position to contribute greatly to the
development of our company in the coming years.

As I recently watched our UK economist,

and due diligence remains the cornerstone

Rob Wood, being interviewed for the BBC

of our growth. With research at the core,

evening news from the rooftop of the Bank

our obsession is still with improving clients’

of England, I could just see our first London

performance.

office building in the background. It was a

The scope of our business is astounding

stark reminder of how far Berenberg has

in comparison with that humble beginning.

come since opening the UK operation. The

Today, 2,600 UK investment professionals

recognition and reputation that the partner-

receive our research, our analysts conducted

ship now has in the City and beyond seems

over 2,000 meetings in London alone last

a long way from that small office with three

year, and we arranged nearly the same num-

employees in March 2003.

ber of meetings on behalf of corporations.

In many ways the simple principles of the

Our annual European Equity Conference

business today, with around 180 profession-

at Pennyhill Park has become the »go to«

als, are the same as they were at the start. The

event for European equity investors from all

continued development of open and trust-

over the globe. With over 200 institutions

ing relationships based on superior insight

executing business with Berenberg, there
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berenberg in london

Our London office (above).
Management team: David Mortlock, Global Head of Equities; Laura Janssens, Co-Head of Research; Andrew McNally,
Chairman Berenberg UK; Gunnar Cohrs, Co-Head of Research; and Dr Holger Schmieding, Chief Economist (from left).
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are very few in the City of London that
do not, to some degree, use and appreciate

Berenberg employees in London
2003–2013 (at year-end)

our work.
Opportunities to grow with our simple

179

philosophy continue to present themselves
as many larger and more complex banks

143

find it difficult to match our flexibility and
agility. In particular, we were pleased to bring
our Equity Capital Markets strength to the
UK in 2013 with involvement in two IPOs.
The UK will remain the most prolific and

Andrew McNally,
Chairman Berenberg UK

competitive market in terms of new listings
and capital raising, so to get a foothold here
42

will prove invaluable in time.
At the heart of our group is a private bank

22

with a rich heritage and an instinctive ability
to advise clients across all their investments
through generations. It is natural, therefore,
that our London Private Banking team is

13
6

03

05

07

09

11

now attracting both clients and talented advisers. The teamwork between London and
the whole firm’s Private Banking capabilities
is resonating with clients more and more and
the foundations are now in place to build
a best-in-class private bank in the heart of
one of the few truly global cities. Notably,
London is a city that increasingly attracts the
world’s wealthiest people.
The starting point for us is always
research and so it is exciting to see our
coverage of UK companies grow dramatically. My personal curiosity led me to attend

10
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Our London employees come from 21
different countries.

13

berenberg in london

many of the introductory meetings with

culture is at the heart of our firm’s continued

UK companies during 2013, and it was

growth in London. With a business based on

fascinating to witness first hand the breadth

partnership with clients, high-quality work

and quality of the companies with which

and accountability for the advice that we

we can work. The perspective that our

give, it is still possible to create a rewarding

pan-European sector experience can bring

working environment.

to many of these companies, particularly

Having seen the very start of our activities

for the UK’s very own SMEs, is already

in London there are many striking aspects of

being recognised, albeit with many years

our business today. Most of all though it is the

of development ahead.

human relationships between B
 erenbergers

One of the most important places for us

and clients as well as between Berenbergers

to achieve recognition is on university campuses around the UK and beyond. With a
dedicated human resources team in London
we are making great headway in this respect.
Already over 10% of our London professionals are from the graduate and early-career

»Our annual European Equity Conference
has become the ›go to‹ event for European
equity investors.«

intake of the past three years with many
coming from the UK’s top 10 universities.
Graduates from our first programme are
already making a name for themselves in
equity research and sales. The energy,

themselves that are most gratifying. This

intelligence and curiosity of young people,

is no more so than when involved in our

schooled in the Berenberg way, are already

charitable activities for BerenbergKids. Since

starting to define our future.

2006 London employees and clients have col-

In a banking environment where reputa-

lectively cycled over 10,000 miles, climbed 11

tions and business practices are questioned

mountains and canoed four lakes in support

daily, morale in the industry remains at a low

of our chosen charities. In addition, 124 staff

point. One of the most regular observations

have given up their own time to volunteer

that existing and prospective clients often

for local projects and raised over £470,000.

make, however, is that people at Berenberg

All of this reflects the spirit of teamwork that

seem to really enjoy what they do. This

also characterises professional life at the firm.
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LONDON AS A
PRIVATE BANKING HUB
In many ways London is one of the world’s most attractive cities, and
accordingly has become home to movers and shakers from around the
globe. Berenberg is using this location to offer its private banking services to
an international clientele. An interview with Andreas Brodtmann.

Mr Brodtmann, in 2011 Berenberg decided to
set up a Private Banking unit in London. What
was the reason for that?
andreas brodtmann // London has
always been a first-class banking location,
especially for wealthy private investors with
international interests. For centuries it has
been home to well-known private banks
similar to Berenberg. Since almost all of
these English private banks now belong to
large financial corporations, Berenberg has

Andreas Brodtmann
Managing Partner

london:

4,224
tokyo:

3,525
singapore:

3,154
Individuals with assets of more than
US$30m.

an excellent opportunity to stand out by
providing individual services.
Greater London has an impressive number of
millionaires.
Our clients act ever more internationally in
many respects. They are more mobile, and
expect services that take this into account.
London is the ideal place. Our international
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1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

tokyo
new york
london
paris
frankfurt
beijing
osaka
hong kong
shanghai
singapore

private banking clientele has close business

London ranks third in terms of
number of millionaires.

and personal ties to the city. With total assets

Source: WealthInsight 2013

berenberg in london

of US$1,680 billion (as of 2011), the UK is se-

clients throughout Europe. In Switzerland

cond only to Switzerland as an international

there are specific regulatory restrictions to

private banking market.

which we must adhere.

Private clients expect first-class service and advice.
True. Additionally in London we have access
to excellent talent with outstanding expertise
and international networks. Currently we
have 14 employees, and our headcount is
growing. Early in 2014 we set up a team

»London has always been a first-class banking
location, especially for wealthy private
investors with international interests.«

dedicated to working for international clients
with very complex needs to supplement our
existing advisory teams.
With Berenberg Bank (Schweiz) AG you already
have an 80-person subsidiary that looks after

How do your London-based clients perceive the

international clients. What are the similarities

Berenberg brand?

and differences?

Many find our long history compelling. They

In 2013 we combined the two units under

know of private banks with a rich heritage

the leadership of Dr Peter Raskin in order

like Coutts. However, Coutts has lost its

to offer clients an even better service through

independence. When they learn that we are

increased synergies and greater cooperation.

a century older and still run independently

We are now present in the world’s three most

by personally liable managing partners,

important financial centres for wealthy pri-

they are very interested. The reputation our

vate investors: London, Zurich and Geneva.

Investment Banking division has achieved

There are differences in the regulatory envi-

in the City of London also helps. But above

ronment, especially in terms of new client

everything else we must be able to demon

acquisition. In London we can expand our

strate our ability to invest successfully. And

business proactively and approach potential

that’s what we are here to do.
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SEVEN ANSWERS
The pace of everyday life on Threadneedle Street is hectic and fast.
This makes it all the more important that every step is guided by an
overriding principle: accountability.
An interview with Hendrik Riehmer.

15

Mr Riehmer, in just ten years you’ve made London
Berenberg’s second-largest location. Around 180
people work for you in Threadneedle Street. What
attracted a German bank to London?
hendrik riehmer // One must always take
into account which location is best for a particular business. For Investment Banking in
Europe that would certainly mean London
and Frankfurt. Accordingly, we set up an operation here once we had decided to expand
our efforts in that area. As a European bank
we have since become an important market
player, and are now starting to build up our
presence in the important centres in the US.

Hendrik Riehmer, Managing Partner

We have a subsidiary with offices in Boston
and New York to market our European
research there, and a San Francisco location
is planned.
Can a bank like Berenberg really be global?
We focus on Europe because that’s our home
market. We know it very well. During the
past few years we have built one of the largest
research teams covering European stocks.
Our 80 analysts evaluate over 500 companies
covering the entire spectrum from small to
large caps. We market this research to institutional investors in Europe and the US. In
the US we want to become known as the
European stocks specialist. Our experience
over the past few months makes us confident
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interview

that we can attain this goal. So I would say

several thousand people in the institutional

we tend to focus on specific offerings in

market again named Berenberg the fastest-

certain regions.

growing European broker. And then there’s
our owner-operated bank model, which also

Let’s get back to London. What’s special about

attracts great attention.

the city?
London is not just the number one banking

You’ve grown while other banks have let people

city in Europe; it also has global importance.

go. Why is that?

In an age of digital communication, I still

The main reason is that we remain focused

consider personal interaction extremely im-

on finding and taking advantage of oppor-

portant. One shouldn’t underestimate the

tunities. When we see that other banks are

power of a face-to-face conversation. It builds

not addressing markets effectively, because

trust and makes it easier to work together.

they are retreating or downsizing, we move

Also, the physical proximity to many experts

into the gap if it fits our strategic vision. A

raises the quality level of the entire team. If

good example is the way many banks are

you have a convincing business model and

shedding stock analysts. Against this trend,

high-calibre people at a location like London,

we are adding well-known analysts to our

it becomes easier to attract other respected

research department and winning new clients

experts. That lifts your overall quality to

through first-class performance combined

another level.

with excellent service.

What sort of image does Berenberg now have
in London?
We opened our office in London in 2003 so
comparing us with Apple’s first location in
a garage is not too far-fetched. In particular,
we’ve made a name for ourselves with equity
research – our analysts and economists appear daily on the BBC and CNBC, and are

»Last year the Thomson Reuters
Extel Survey again named Berenberg the
fastest-growing European broker.«

quoted regularly in the Financial Times. Last
year the Thomson Reuters Extel Survey of
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+40%
more corporate meetings in 2013 than 2012

8,600
client meetings in 2013

Can Berenberg hope to match the quality of

was only made possible in the first place

large banks?

by our exceptional capabilities in Hamburg.

We don’t just match it; we exceed it in

Three values make up Berenberg – integrity,

many areas, as many clients will attest. At a

accountability and responsibility. We provide

company of our size each employee is very

first-class service to our clients, whose in-

important. No one can hide, and everyone is

terests we always have at the centre of what

needed. And if someone performs exception-

we do. This goes for all of our divisions and

ally well, it doesn’t stay unseen – so motiva-

locations. It’s in our DNA. It’s what sets

tion is much higher. We also give our people

us apart and makes us unique. And it’s the

more freedom than a large organisation, so

reason we’ve decided to grow organically,

we can implement good ideas quickly. This

and not get involved in buying or merging

approach is another element in the success

with other banks. The Berenberg spirit is

and attraction of Berenberg. Additionally, we

straightforward and attractive.

keep a close eye on risk – as personally liable
managing partners we are always aware of
our special responsibility.

500

Culture shift and values are words you hear a
lot these days, especially in the banking industry.
How would you describe Berenberg’s culture,
and are there differences between the head office
in Hamburg and the branch office in London?
Let me start with the second part of the ques-

listed companies under coverage

tion. I don’t think the differences between
the locations are all that great, especially
considering that our international expansion
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Event Highlight

Berenberg European Conference 2013

In early December 2013 we held the 11th
Berenberg European Conference in Pennyhill Park, Surrey, which is just outside
London. Around 280 institutional investors from around the world attended the
four-day event and listened to presentations by 115 companies, most of which

We have hosted the Berenberg
European Conference in Pennyhill Park
since 2009.

were represented by CEOs or CFOs.
These presentations were accompanied by
a total of 873 individual meetings between
companies and investors, where they discussed business strategies and outlooks.
The conference is scheduled in early

At the 2013 event 115 companies presented to 280 investors.

December specifically to generate new
investment ideas for the coming year. One
investor who attended last year’s confer-

About 50 company representatives took advantage of the opportunity to present their businesses to a
broader public, and fielded questions from Berenberg TV. You can watch the interviews in our online
media centre: www.berenberg.de/en/pennyhill-media-centre

ence captured its significance by saying:
»Five of my ten best ideas in recent years
came from conversations at the Berenberg
European Conference.«
In 2014 the Berenberg European Conference will be held on 1 –4 December.
Our German investor conference, the
Berenberg and Goldman Sachs German
Corporate Conference, is planned for
22–24 September in Munich.

© Nick Ballon
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7:00
© Michael Theiner

AN ANALYST READS
BETWEEN THE LINES
Greek-born Eleni Papoula studied in Athens before gaining a masters degree in Finance
and Economics at Warwick Business School in the UK. She worked for PwC auditing
financial services companies before joining Berenberg in 2011. Eleni covers the smaller
Swiss banks as well as Italian, Belgian and Austrian banks.
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for one day

7:20

8:00

Time for the daily morning meeting. I present our research note on Italian banks published the same morning to the sales team. The team is then ready to broke
the story to our clients.

The first feedback on our research note arrives. I share
it with our specialist sales team and we discuss any
questions that have arisen.

12:20

11:00

9:00

I talk to our US sales team over the phone about the key
conclusions of the Italian banks note.

Conference call with a client to discuss my investment
case on Italian banks and thoughts ahead of the fourth
quarter results.

I am on my way to the small TV studio where we record
video clips every morning on the most important publications of the day. Today is the turn of my research note and
I summarise the key points in 100 seconds. The videos
can then be found on our website and on YouTube.

I arrive at the office and first log on to Bloomberg to check
any relevant news relating to the banks I cover. Afterwards,
I share any information and my analysis with our banking
team and then pass them on to our sales team.

18:00
An exciting day on Threadneedle Street is drawing to
a close. I set off to the nearest tube station, which is
incidentally called »Bank«.

15:00
Client meeting at our offices. I explain the morning
research note on Italian banks to a fund manager and
exchange views with him.
In the afternoon: our research note continues to spark
interest. I spend all afternoon writing e-mails and
speaking to clients on the phone. Additionally, I regularly
look at news about the banks I cover. With the team
we analyse the impact of Banco Popolare’s results on
the larger Italian banks.

Time for lunch. I take a short stroll outside to pick up a
salad from my favourite place.

My morning continues with an analysis of the impact of
loan losses at Italian banks, based on the ECB Comprehensive Assessment.
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Berenberg was established in 1590, and today we are one of Europe’s
leading privately owned banks. With our headquarters in Hamburg and
strong presences in London, Zurich and Frankfurt we work from 17 offices
across Europe, America and Asia. We deliver our expertise through four
divisions – Private Banking, Investment Banking, Asset Management
and Corporate Banking. Our Managing Partners lead Berenberg’s around
1,150 professionals in their commitment to delivering a modern and 
efficient service, while maintaining a firm connection with our heritage
and traditions.
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Key performance indicators
2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

Net commission income

€ million

85

117

122

151

125

131

152

178

206

234

Net profit for the year

€ million

40

50

54

61

47

65

62

56

60

66

Total assets

€ million

1,912

2,294

2,718

3,621

4,279

3,389

3,242

3,953

4,279 4,525

Business volume

€ million

2,066

2,414

2,861

3,829

4,450

3,552

3,357

4,062

4,383 4,623

Liable equity

€ million

135

140

145

155

177

212

213

217

221

223

Receivables from clients/loans

€ million

636

565

567

629

663

573

559

531

794

642

Liabilities to clients/deposits

€ million

1,472

1,797

2,156

2,983

3,236

2,456

2,326

2,874

3,083 3,390

Return on equity (before taxes)

%

40.6

49.8

52.5

56.2

37.5

53.0

45.3

40.1

43.8

46.9

Cost-income ratio

%

49.9

55.0

65.3

66.5

66.9

61.9

74.2

75.9

76.5

78.1

Assets under management
including subsidiaries

€ billion

10.5

12.4

15.5

19.1

20.3

21.9

25.5

26.0

28.2

30.1

490

551

658

763

837

894

977

1,110

Employees
including subsidiaries

1,116 1,147
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The Managing Partners (from left to right): Hendrik Riehmer, Dr Hans-Walter Peters and Andreas Brodtmann

Dear clients and business associates,
In an increasingly complex and fast-paced world, it is ever more important to have a
partner at your side with knowledge, experience and a sense of responsibility. Accordingly, our focus today is on professionalism and building on our excellent expertise.
Against an increasingly demanding backdrop, we have gone to great lengths
to provide clients around the world with first-class knowledge. In recent months
and years, we have assembled one of the most highly regarded macroeconomic
teams in Europe, built up an 80-strong equities research team – more than many
a large bank – and are setting up a new Chief Investment Office as a think tank
for developing interesting new investment options and further bolstering our asset
management activities.
We are helped by the fact that Berenberg operates in four divisions. In addition to
Private Banking, these are Investment Banking, Asset Management and Corporate
Banking. This diversification, and, in particular, our focus on the service business,
has allowed us to book very stable earnings in recent years. In 2013, our net profit
for the year was €66.1 million (2012: €60.2 million), which is the best result in our
company’s history. This permits us to continue to grow while further investing in
services and expertise.
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Our focus on consulting and services is clearly reflected in our commission income,
which, at €234.4 million (€206.4 million) is much higher than current net interest
income (€31.8 million versus €31.2 million in 2012) and trading income (€22.2 million
versus €35.1 million).
Assets under management grew by 6.7% to €30.1 billion. This was a hugely
gratifying result. Client-driven equities trading volume grew by 50% against just
modest growth in the market as a whole. We further expanded our position in
IPOs and capital increases, and, with 13 transactions, we are now number two in

the German-speaking countries. We handled a total of 22 such transactions in the
ECM area.
In the year under review, we increased our staff count from 1,116 to 1,147, and
further strengthened our presence in international financial centres. We will thus
continue to be a responsible and capable partner for our clients. We would like to
thank you for the trust you have placed in us, and look forward to serving you in
the years to come!

Dr Hans-Walter Peters   Andreas Brodtmann   Hendrik Riehmer
(Spokesman)
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THE YEAR 2013
The financial year was marked by numerous activities that served to deepen
our ties with clients and other stakeholders. Social commitment has always
been an important part of Berenberg’s philosophy, and continues to be a
priority for its owners and employees.

Pianist awarded Berenberg Culture Prize
Hubert Rutkowski (centre), born in Poland in 1981, is a remarkable talent. After
graduation, he received a doctorate from Hamburg University of Music and Theatre
(HFMT), where he also refined his piano skills. At a very young age, he was called to
a professorship at the same institution in April 2010. He is also founder and president
of the Theodor Leschetizky Music Society in Warsaw. The €15,000 Berenberg
Culture Prize was awarded to him by Dr Hans-Walter Peters and Joachim von
Berenberg-Consbruch.

Berenberg on Times Square
To mark our new direct membership on the New York NASDAQ OMX technology
exchange, Berenberg Partner Hendrik Riehmer rang the closing bell at exactly
4:00 pm local time on 18 April, ending regular trading for the day. As a European
bank not listed on the capital markets, it was a very special honour for us to see the
Berenberg logo on the front of the Stock Exchange on Times Square for several hours.

© NASDAQ OMX/Zef Nikolla

Frankfurt ahead in HWWI/Berenberg city ranking
For the third time following 2008 and 2010, Berenberg and the Hamburg Institute
of International Economics (HWWI) examined the 30 largest cities in Germany for
their future potential. Frankfurt am Main again took top honours in the city ranking,
followed by Munich, Bonn, Düsseldorf and Berlin. The Lord Mayor of Frankfurt,
Peter Feldmann (second from left), accepted the award from Berenberg communications director Karsten Wehmeier, HWWI Director Professor Dr Thomas Straubhaar
and Oliver Diehl, head of Berenberg’s Frankfurt office.

New attendance record for Berenberg Masters
Bernhard Langer gave his all to make up the two points he needed in the last round.
But, in the end, Steen Tinning (photo) of Denmark had steadier nerves, taking the
title at the fourth Berenberg Masters at Cologne’s Golf- und Land-Club. »With
73 outstanding players and over 14,000 spectators during the three days of the
tournament, the Berenberg Masters further underscored its standing as a flagship
tournament on the European Seniors Tour,« noted a satisfied Dr Hans-Walter Peters.
© Getty Images
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THE YEAR 2013

»Agenda 2020« for Germany
150 guests took up the invitation of Berenberg and Claus Döring, editor-in-chief of
Börsen-Zeitung (left) to attend a presentation by Siemens board chairman Joe Kaeser
(right) at our Hamburg headquarters. His talk was entitled »Rule and Manage«. In
one of his first appearances as head of a major German industrial group, Kaeser
drafted a kind of »Agenda 2020« – an impressive call for innovation, openness,
sustainability and tolerance.

Classic car sponsorship
In just five years, the Schloss Bensberg Classics has become one of the top-drawer
vintage automobile events in Germany. Berenberg has supported the event right
from the beginning, participating with the »1590 Berenberg Classic Team«. In 2014,
the Bank will further expand its activities in the vintage automobile field and reach
out internationally: with the Concorso d’Eleganza Villa d’Este, Berenberg will be a
partner for one of the world’s most renowned automotive beauty contests.

Berenberg supports Young Art
In 2013, the €5,000 Berenberg Prize for Young Art went to Katja Aufleger, who
completed her Master’s in sculpture at the University of Fine Arts of Hamburg. Over
1,200 visitors came to the opening of the exhibition at Kunsthaus Hamburg, where
the works of the 20 young nominees were shown. Since 2001, »Index« has regularly
shown new art at year-end in the form of a curated sales exhibition. Curator Elena
Winkel and Andreas Brodtmann presented the prize to the artist, who hails from
Oldenburg (right).

Lively interest in investor conferences
Our investor conferences continue to draw increasing interest. At the four-day
11th Berenberg European Conference at Pennyhill Park, near London, 115 European
companies presented to about 280 clients. Also, the second Berenberg and Goldman
Sachs German Corporate Conference took place in Munich. The 112 German
corporations and about 500 clients who attended expressed great satisfaction with
the recently established conference. We also held ten investor conferences on
special topics.
© Frank Bauer
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Operations and underlying conditions
Profile
For over 420 years, Berenberg, in its commitment to assisting its clients, has been
guided by accountability. From its very beginnings, the Bank has been run by personally liable Managing Partners, and this principle continues to be the cornerstone of a
relationship of trust with our clients. If you are personally liable, you will not allow
yourself to be steered by short-term advantage and emotions, but will act responsibly.
Our solid reliability is also reflected in the stability of our leadership. Since 1590,
Berenberg has had only 38 Managing Partners, and today’s partners have – without
exception – been with Berenberg for 20 years or longer.
What counts for us is long-term success alongside our clients. As we help them
to expand on their successful investments, achieve their goals and meet their challenges, we always do so with insight, as expert advisers and long-standing service
providers. We address all areas in which we are confident that we can offer our clients
exceptional value.
From our Hamburg headquarters, we have, in recent years, established a notable
presence in the financial centres of London, Zurich, Frankfurt and New York. Today,
we have about 1,150 employees in 17 locations across Europe, America and Asia. With
the expansion of our Private Banking, Investment Banking, Asset Management and
Corporate Banking business divisions, we are on a secure footing for future growth,
making us a dependable partner for our clients. We study the economy and financial
markets across all sectors and geographic boundaries and apply our vision.
In-depth expertise and experience are necessary if we are to be able to make sound
decisions, so we have built one of Europe’s largest equity research teams and a highly
regarded macroeconomics team. We are also currently adding to our top-class group
of investment strategists and portfolio managers.
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All this has made Berenberg more than a bank. As an adviser and trusted partner,
we address client needs with responsibility, insight, vision and expertise. Or, to put
it briefly, accountability is our guiding principle.

Structure
Berenberg offers its clients individual services in four areas.
Private Banking: This division serves wealthy private investors and families, frequently over generations. This is a complex and responsible challenge that we accept
with proven ability and an individual advisory approach. Our opportunity-based
approach to risk management helps to maintain and increase the wealth of our clients.
Investment Banking: The broad-based Investment Banking division focuses on
service and client operations in the segments of Equities, Financial Markets and M&A
Advisory. Our research covers almost 500 European equities, in addition to which
we support IPOs, capital increases and special transactions, and provide advice on
mergers and acquisitions.
Asset Management: Our asset management activities centre on quantitative investment strategies, which we implement in asset management accounts as well as retail
and special funds. The client base consists primarily of international institutional
investors like insurers, pension funds, banks and foundations.
Corporate Banking: We advise SMEs on the selection and implementation of
optimum funding structures, and offer individual consulting in selected areas. We
maintain specific expertise in specialist segments such as shipping.
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Our head office is located in Hamburg. In Germany, we have branch offices in
Bielefeld, Braunschweig, Bremen, Düsseldorf, Frankfurt, Munich and Stuttgart.
Outside Germany, we are represented by branch offices in London, Luxembourg,
Paris and Vienna, a representative office in Shanghai and an office in Zurich. Our
subsidiaries have their head offices in Hamburg, Boston, Geneva, Luxembourg,
New York and Zurich.

Locations

Germany
Hamburg
Bielefeld
Braunschweig
Bremen
Düsseldorf
Frankfurt
Munich
Stuttgart
France
Paris

UK
London
Luxembourg
Luxembourg

USA
Boston, MA
New York, NY

Austria
Vienna
Switzerland
Zurich
Geneva
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China
Shanghai

Report of the Managing Partners
OPERATIONS AND UNDERLYING CONDITIONS

Overall economic development
Despite occasional turbulence, the world emerged from 2013 in generally satisfactory
shape. The major risks that had long dampened the mood of many corporations and
households in the Western world did not transpire in 2013. Instead, Europe and the
United States made progress on their difficult path back to solid state finances and
healthy economic structures.
The US economy survived a loud budget dispute without going over a fiscal cliff.
On the contrary, the country almost cut its deficit in half through higher taxes and
some spending cuts. The US economy also became increasingly more dynamic over
the course of the year. Since private households succeeded in substantially reducing
their debt burden, consumer spending again became a pillar of the economy. This
more than compensated for the dampening effect of tighter state spending.
China managed a soft landing. The efforts of the new national and party leadership to shift gradually towards a sustainable growth model are showing the first signs
of success. The growth rate has slowed only slightly, and is still a respectable 7.5%.
Inflation has also remained under control.
In Europe, a new upswing began in 2013. The turbulence surrounding the euro
has continued to subside after the European Central Bank gave its monetary policy
more weight with a clear commitment to the continued existence of the euro in
August 2012. The business climate has brightened almost everywhere in the eurozone,
in the reform countries on the fringe as well as in the core countries. Nine months
after the shift in monetary policy, in the spring of 2013 the eurozone was back on a
growth course, albeit slowly at first.
With their rigorous savings and reform policies, the crisis countries at the edge
of the eurozone came closer to the goal of sustainable state finances. In the place of
formerly high foreign trade deficits, they now show small surpluses in their current
account balances. Even if the reform process is in no way complete, the reforms
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these countries have made thus far have laid the foundation for new growth. The
Spanish, Portuguese and Irish economies have started to pick up noticeably since
the autumn of 2013.
After a slow start, the German economy once again showed its fundamental
strength in 2013. The particularly export-dependent domestic economy benefitted
from the ebbing of the turbulence in the eurozone. Thanks to a robust labour market
and further slowing of inflation, private consumption has again risen. After limiting
their investment during the euro turbulence, in the spring of 2013 companies started
to again increase their spending for machinery and production facilities, thus signalling
further employment growth in 2014.
Overall, we look at 2014 with cautious optimism. Given the progress in Europe,

»Given the progress in Europe, despite serious risks, we
see a good chance that the economy will continue to
pick up. Germany and Spain will probably be among
the growth leaders.«

despite serious risks we see a good chance that the economy
will continue to pick up. Germany and Spain will probably
be among the growth leaders, while France will likely experience below-average growth only, due to its reluctance to pass

reforms. In Germany, private consumption, and especially corporate investment and
residential construction, will be the main growth drivers.
The macroeconomic environment again presented major challenges to the
German and European financial industry in 2013. The repercussions of the euro crisis
and initially weak economies burdened many banks, which also had to cope with
very low interest margins. However, by adopting careful business policies, many
banks have clearly succeeded in improving their overall positions.
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Awards
In 2013, the quality of our services was again acknowledged with a series of awards.
The report »Die Elite der Vermögensverwalter« (The Asset Managers Elite) produced
in cooperation with Handelsblatt noted that »For years, Berenberg has been at the top
of the German private banking market. Yet they are not resting on their laurels. On the
contrary, we detect a welcome enthusiasm for reform. The Bank is actively meeting the
challenges of the future. With the innovations we have already seen, they are preparing
early on for quickly changing market conditions.«
•	
global private banking awards 2013
– Best Private Bank in Germany

•	die elite der vermögensverwalter 2014 (handelsblatt)
– Summa cum laude (with top score)

•	
TELOS INSTITUTIONAL Investor Satisfaction Study 2013
– Overall Winner

•

european pensions awards 2013
– Currency Manager of the Year

•

T homson Reuters Extel Survey
– First place Momentum: Best Broker Ranking – Overall
– Second place Equity Research: Medical Technology
– Third place Equity Research: Tobacco
– Fourth place Equity Research: Technology Hardware
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Financial performance
Earnings
Net profit for the year
The 2013 financial year closed with a net profit of €66.1 million (2012: €60.2 million).

Net profit
€ million

56

60

This record high profit was realised in a market environment that remained very

66

challenging. The profitability was used once again in investments in the continued
sustainability of our successful business model. The return on equity, calculated as
the ratio of profit before tax to equity at the start of the year, amounted to 46.9%
after 43.8% in the previous year. The cost-income ratio rose from 76.5% to 78.1% on
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the back of the investments made. The ratio of current net interest income (without
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income from participating interests/affiliated companies) to net commission income
is 12 : 88 (13 : 87), which underlines the importance of commission-earning operations
for the Bank’s business model.
The Bank had forecasted that net profit for 2013 would be similar to 2012 in its
2012 management report. Thus, the forecast was exceeded in 2013.
Net interest income
Net interest income increased slightly from €31.2 million to €31.8 million.
Net interest income was also influenced in 2013 by interest rate levels that remained
very low. Net interest income, which persisted at a low level compared to prior years,
also reflected our cautious lending policy.
As in 2012, a distribution from the current profits of subsidiaries was received
during the reporting period.
Net commission income
Net commission income increased from year to year in prior years and once again
reached a record level in 2013. Net commission income, which is dominated by
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securities operations, once again grew by a sharp 13.5% year on year from €206.4 mil-

Net commission income
€ million

lion to €234.4 million in what was still a very volatile market environment. This
development documents the Bank’s good setup in the services business that is so

178.2

important for its business model.

206.4

234.4

Our strategy of broad-based securities operations with three divisions (Private
Banking, Investment Banking and Asset Management) proved its worth in the
financial year just completed. Commission income also exceeded interest-earning
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operations in the Corporate Banking division. Alongside the expertise we have
demonstrated for years in services performed for our German and international
shipping clients, we are also increasingly able to generate commission income from
our structured finance activities.
Net trading income
The net income from trading activities decreased by 36.9% to €22.2 million
(€35.1 million).
Since our operations are primarily service-oriented, we have only allocated very
manageable limits in the equities, bonds and foreign currencies segments. When
measuring our considerably declining securities trading operations, one must consider
that 2012 was characterised by particularly profitable individual investment banking
transactions. FX trading is concentrating increasingly on commission-earning activities, which meant it was also unable to match the very good results for proprietary
trading recorded in 2012. As in 2012, a sum of €2.5 million (€4.0 million) was
allocated to a statutory reserve compliant with Section 340g of the German Commercial Code (HGB) in connection with Section 340e (4) HGB in the financial year
just ended. This amount is drawn from the net income from trading activities to act
as additional economic capital in the future.
General administrative expenses
The positive trend in earnings made it possible for us to invest in a further reinforcement and expansion of our successful business model during the reporting period.
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The headcount grew again slightly in 2013 compared with the previous year, with
some investment being made in hiring highly qualified staff and optimising existing
structures. Personnel expenses rose to €149.0 million (€140.0 million) as a result.
Workforce growth coupled with capital spending on modern IT and targeted
marketing activities led to a rise in the cost of materials and in the depreciation
of property, plant and equipment. Together with the personnel expenses, this
development led to a 9.4% increase in general administrative expenses, including
depreciation of property, plant and equipment and amortisation of intangible assets,
to €235.1 million.
Risk provisions
Within the framework of risk provisioning, sufficient funds have been allocated to
valuation allowances and provisions for lending operations. All identifiable risks have
been taken into account in full using prudent valuation methods.

Financial and assets position
Capital base and principles
The Bank’s liable equity rose to €223.4 million during the financial year (€220.9 mil-

Core capital ratio
Berenberg Group, %

14.1

14.4

lion). The total equity consists of core capital of €173.4 million (€170.9 million) and
15.3

supplementary capital of €50.0 million (€50.0 million). The supplementary capital
essentially consists of subordinated liabilities of €45.0 million (€45.0 million).
The capital ratio compliant with the German Solvency Regulation amounted to
17.3% at year-end (15.5%) and the core capital ratio was 12.9% (11.7%). The Berenberg
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Group (group of consolidated companies for regulatory purposes) had a capital
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ratio of 18.8% (17.5%) and a core capital ratio of 15.3% (14.4%) at the reporting date.
This capital base means we far exceed the statutory requirements regarding equity
capital and already fully meet the stricter equity capital requirements applicable in
Europe in the future.
Our ratio compliant with the German Liquidity Regulation is also well above
the industry average, at an annual average of 3.9 (3.3) and 4.5 (3.8) at year-end, and
comfortably above the requirements of the German Federal Financial Supervisory
Authority (BaFin).
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Funding and securities in the liquidity reserve
Berenberg can meet all its funding needs from client deposits, while regularly
generating a large liquidity surplus. The Treasury business unit invests the majority
of this surplus in top-rated bonds with a view to minimising possible credit risks.
At year-end, the portfolio consisted of bonds and other fixed-income securities
with a volume of €2,592.6 million. This portfolio is dominated by securities issued
by German public issuers (84.4%) and securities with a German state or public
guarantee (13.4%).
The remaining maturity of these holdings averaged less than two years at yearend, meaning that the spread change risk inherent in the portfolio is limited. The
interest rate risk is regularly restricted to the 3- or 6-month Euribor. The vast majority
is deposited with Deutsche Bundesbank, which ensures the availability of a high
refinancing facility with the European Central Bank in the event of an unexpected
short-term liquidity requirement.
At the same time, shares with a book value of €83.6 million are held in investment funds as part of the liquidity reserve. With this, we are pursuing reduced-risk
investment strategies based on international equity indexes and applying active (but
still short) duration management on the bond side.
Total assets and business volume
Total assets increased in the reporting period from €4,279.0 million to €4,525.2 mil-

Total assets
€ billion

lion, essentially as a result of inflows of fresh client funds. Liabilities to clients rose to

4.0

€3,390.4 million accordingly (€3,083.4 million). Client deposits account for 74.9%

4.3

4.5

12
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(72.1%) of total assets.
Liabilities to banks primarily consist of client trust funds held on deposit by our
Swiss banking subsidiary. They decreased by €62.9 million to €677.5 million.
Receivables from banks increased to €548.7 million (€505.0 million). The majority
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of the excess liquidity was again invested in bonds issued by German public-sector
issuers instead of receivables from banks. The short-term excess liquidity remained
in the form of central bank balances.
Receivables from customers decreased from €794.4 million to €642.3 million.
The higher amount shown on the 2012 reporting date decreased to a normal level.
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In addition, receivables from clients include promissory note loans in the amount of
€19.6 million that were sold for future delivery (first quarter of 2014).
The expanded business volume rose from €4,382.6 million to €4,622.7 million,
in line with the increase in total assets.
Credit volume
The expanded credit volume decreased to €739.8 million (€898.1 million). It consists of receivables from clients of €642.3 million and contingent receivables from
guarantees and other indemnities of €97.5 million.
Overall statement on earnings and the financial and assets position
Earnings continued to develop positively, reaching a record high level. The capital base
was once again expanded and net assets are in good shape. Solvency was guaranteed
at all times and the liquidity position is extremely comfortable.
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Performance of the business divisions
Private Banking
In a year of capital market shifts and a rapidly changing environment for private
banking, we focused on our core competencies. Active portfolio management
remains the focal point of our Private Banking. Our investment strategists actively
guided our equity weighting in client portfolios consistently reflecting the Bank’s
opinion. In bonds, careful management of the low interest rate environment and the
successful control of possible credit risks helped bring about a steady contribution
to earnings in line with the market on the overall portfolio level.
For us, focus on core competencies also means offering additional services that
complement liquid portfolio management. In the year under review, that included
the identification of viable real estate and agricultural investments as diversifying
tangible assets. In our view, these make it easier to achieve long-term investment
success and help reduce risk.
In addition, for complex wealth portfolios we offer specific added value through
our cross-bank multi-depot controlling. It shows clients which parts of their holdings
offer the highest potential gain, and where there may be hidden cluster risks. Our focus is on securing our clients’ future
wealth. In a market increasingly marked by standardisation,

»Our focus is on securing our clients’
future wealth.«

we always successfully create room for individual situations and objectives.
Advisory expertise
Our advisers are highly qualified specialists who develop individual advisory approaches at various locations and in established teams. A knowledgeable dialogue
between adviser and client is ensured by an ongoing exchange of ideas, both inside
and outside the Bank, and by continuing to devise professional development measures
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for our employees. The adviser teams at our Hamburg headquarters and other
regional office locations bring together the expertise gained over many years, and are
very familiar with our clients’ needs. They have exceptional knowledge and expertise,
and are driven by the commitment to think and act in the interest of our clients.
Our proven, diversified business model allows us to act without restriction on an
interdisciplinary basis in the interest of our clients. For example, the many analysts
in our Investment Banking division monitor listed companies through Europe,
while also serving as a source of information for our Private Banking. The Asset
Management division provides our Private Banking clients with access to the kind of
investment solutions that are normally reserved for institutional investors. In Private
Banking, our advisory recommendations focus on areas that actually promise to add
value for our clients. Thus, independence is not just a catchword for us, but a tradition
we continue to uphold. This includes building long-lasting client relationships. We
consider the increasing amount of client funds entrusted to us as evidence that this
strategy is the right way to proceed, and it will be the foundation of our success in
this division in the coming years.
Portfolio Management
We pursue the goal of sustainably maintaining and increasing the wealth of our clients
in real terms. We aspire to fully satisfy the high expectations of our clients with regard
to product and process quality, performance and transparency.
Our central investment philosophy is based on a counter-cyclical and fundamentally discretionary approach. It starts with the continuous in-depth analysis of all the
major financial and capital markets. Under the leadership of the Chief Investment
Officer, the Investment Committee uses the information to form the Bank’s opinion.
In regular and intensive discussions, investment strategists and portfolio managers
led by the Chief Investment Officer define our short-, medium- and long-term
orientation, and thus the allocations among our various client mandates.
In Portfolio Management, in which responsibility and a high level of value orientation
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are the guiding principles, we translate these investment decisions into specific structures and manage the various types of mandates in client portfolios. Our management
services encompass the careful, objective selection of attractive investments using
the best-select method, as well as constant monitoring. The focus of our wealth
management is on fungible investment classes such as bonds, equities, and liquid
alternative investments.
Above all, we strive to create efficient portfolio structures in line with individual
investment and risk guidelines. A multi-stage risk management process provides
for lower fluctuation intensity in portfolios. Both Portfolio Management, which is
required to adhere to individual investment guidelines, and risk management are
supported by state-of-the-art software and professional analysis tools.
External asset managers
In 2013, we greatly extended our business with external asset managers. Private asset
managers have become very popular in recent years. Berenberg has long supported
them, particularly as a custodian bank for equities trading and reporting. We assist
them in setting up own funds, and will in future also offer corporate consulting
partnerships covering all relevant services, from establishing an asset management
operation to the planning and realisation of smooth corporate succession.
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International Private Banking
In addition to our Berenberg Schweiz subsidiary in Zurich and Geneva, which has
shown very solid growth for 25 years now, in 2013 we also intensified the international
private banking activities of our London office. In the reporting year, these activities
were placed under uniform leadership. With the new structure we have not only been

»We offer a top-quality international private banking
platform at the three most important European
financial locations for internationally focused private
investors.«

able to bundle our expertise even more efficiently to the benefit
of our clients, but now also offer a top-quality international private banking platform at the three most important European
financial locations for internationally focused private investors.

At all three locations, assets under management have shown gratifying growth

as existing clients have entrusted us with more of their funds. Referrals, as well as
completely new clients, have led to an increase in the client network and assets under
management. At the London office, we have added two top-class internationally
driven teams to the established team focused on the British client base. Our Swiss
bank was also able to acquire more well-connected client advisers, and further
expanded its international orientation. Feedback from clients and from industry
sources again confirmed the soundness of our services offered in 2013. The growing
international activities of our clients require more than ever internationally oriented
consultants who can work proactively on the client’s behalf across locations.
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Investment Banking
Our Investment Banking division offers a wide range of banking and advisory
services. It is divided into three segments, Equities, Financial Markets and M&A
Advisory.

Equities
Equity Research
Some 80 Berenberg analysts track over 500 listed companies based mainly in Europe.

Equity Research
sectors:

We therefore cover all relevant corporations in the appropriate sectors, from small

•	Business Services/
Transport & Leisure
• Consumer
• Cyclicals
• Energy & Materials
• Financials
• Healthcare
• Mid Cap
•	TMT (Technology, Media &
Telecommunications)

to large caps. The analyst teams are divided into eight sectors, with 27 sub-sectors.
In 2014, we will add four new sub-sectors: Aerospace, General Retail, Leisure and
Oil Services.
Having built the research teams in the previous years, in 2013 we concentrated
on optimising our workflow and services for clients. To do so, we developed ATLAS,
consisting of the components Alpha, Thought Leadership, Access and Service. In the
Alpha studies, we present our best Buy and Sell ideas. Thought Leadership studies
describe industry trends in detail. Access refers to access to business decision-makers,
either through corporate roadshows or investor conferences. In 2013, Berenberg
organised 6,500 corporate meetings, 40% more than in the previous year. This increase
resulted, on the one hand, from a rise in the number of specialist conferences from
four to ten (topics included Medical Capital Goods, Testing Inspection & Certification
and Mobile Payments), and, on the other, from the expansion of our two big investor
conferences. A total of 115 corporations – more than ever – were represented at the
11th Berenberg European Conference at Pennyhill Park. The second Berenberg and
Goldman Sachs German Corporate Conference was held in Munich; within a very
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short time, this has become a firm date in the diaries of corporations and institutional
investors. At the conference, 112 German companies presented to some 500 clients.
With ATLAS, we stand out even more from the competition, and in
2013 we were able once again to significantly increase the number of client-

»We are once again the fastest-growing broker
in Europe in terms of client ratings.«

analyst meetings by over 30% to 8,600. The greatest increase
was in the US. The market took notice of this success: in the
Thomson Reuters Extel »Best Broker Ranking – Overall«

survey we again took first place in the »Momentum« category. This made us once
again the fastest-growing broker in Europe in terms of client ratings.
Equity Institutional Sales
2013 was again characterised by volatile markets and low institutional sales volumes.
Despite these headwinds, the Berenberg global sales team continued to broaden and
deepen institutional relationships and win further market share.
Our sales philosophy remains very simple: we are a client service business, so our
overwhelming focus is to service our clients tenaciously, professionally and with high
levels of integrity. This philosophy shapes the way we recruit and retain sales staff.
Our global sales team expanded further in 2013 with 11 new hires. This has allowed
us to bolster our client coverage in London, Edinburgh, Dublin and Milan, as well
as in North America – client relationships have been stepped up in Canada, the
Mid-West, Texas, Florida and on the West Coast. We now service over 700 clients.
With an enhanced global sales team selling an established research product,
the way institutional clients perceive the Berenberg equities franchise continues to
evolve. This is reflected in our steady climb up the rankings on client broker votes,
and in the fact that our secondary commission stream was up over 50% in 2013.
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We also had a very strong year in our corporate business. The global sales team
worked on a number of high-profile IPOs, and several very notable capital increases
and rights issues were executed successfully. In particular, Riverstone Energy Ltd.
and Stock Spirits were our first two London-listed IPOs, both successfully coming
to market with Berenberg playing a key role in both deals.
The operating environment in European investment banking is now more
competitive than at any time in the past 25 years. While this provides challenges
to our business, it also creates a huge opportunity for Berenberg to further establish itself as a key player in European equities as our competitors struggle.
Equity Execution
Our equity trading continued the positive trend observed over recent years. Although
trading on the stock exchanges rose only slightly versus 2012, we increased our trading
volume very substantially – by 42%. This allowed us to gain further market share;
volumes rose especially with Scandinavian and uk stocks. This clearly shows that
Berenberg has grown from a European small- and mid-cap house to an internationally
respected, pan-European broker.
As a result of increased volume and our growing number of clients, we now have
eleven traders in Hamburg, four sales traders in London and one in Paris, offering
professional execution and personal service. Further expansion is planned for the
first half of 2014.
In the reporting year, we expanded our electronic trading desk and continued to
invest in trading systems and applications. We also bolstered our exchange presence
with our membership on NASDAQ OMX (see page 8).
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Equity Capital Markets
The Equity Capital Markets department (ECM) primarily supports IPOs, capital increases, coordinates structured equity placements and advises on public acquisitions.
Its clients are corporations, company founders, families and private equity companies.
With 22 successful ECM transactions, we once again topped the previous year’s
total (18). We were mandated for the public offerings of LEG Immobilien AG
(€1.2 billion), Deutsche Annington AG (€578 million), Uniqa AG (€758 million,
Austria) and Riverstone Energy Ltd. (GBP 760 million, UK), and capital increases
for Gildemeister (€223 million), AT&S AG (€101 million, Austria) and Surteco SE
(€80 million). We also played a significant role in the spin-off of Osram AG from
Siemens AG and completed numerous placements for clients, including the Haniel
(Takkt AG shares, €154 million) and Vossloh (Vossloh AG shares, €202 million)
families. See also pages 32/33.
In the German-speaking countries (Germany, Austria, Switzerland) in particular
we further extended our market position in 2013, and were involved in almost all

»According to Bloomberg, with 13 primary market
transactions (public offerings and capital increases), we
are in second place in the German-speaking countries.«

IPOs and around 60% of all capital increases and placements by

larger German SMEs (MDax, SDax). According to Bloomberg,
with 13 primary market transactions (public offerings and
capital increases), we are in second place in the German-

speaking countries. We were successful in expanding our business in Europe, with
transactions in the UK, France and Sweden among other countries.
We once again proved our capabilities with individual and complex transactions.
Our strategy of marketing equities with large and globally active investors as well as
small- and medium-sized funds and wealthy private individuals in Germany sets us
apart from the market, and is among the success factors that bring us new mandates.

28

Report of the Managing Partners
Performance of the Business Divisions

Financial Markets
Fixed Income Research
Our Fixed Income Research teams in Düsseldorf and Hamburg further expanded
their range of research publications in 2013, with substantially more analyses published
than in the year before. We also found new distribution channels during the reporting
year, and our Fixed Income Research is now represented in the research portals of
several financial information providers. This brought a further improvement in the
perception of Berenberg on the market.
Fixed Income Sales Trading
Despite a difficult environment, and running counter to market trends, we again
outperformed the previous year thanks to new client contacts as well as the expansion
of existing client relationships. We also added to our product range. For insurers in
particular it remained difficult to achieve target yields, which was reflected in their
restrained level of activity. The tough market environment was due to investmentgrade interest rates, which rose but were still low, and further compressed risk
premiums. These were triggered by the growing speculation over the course of the
year about an approaching end to bond purchases by the US Federal Reserve.
Debt Capital Markets
We continued to strengthen our support of bond issue transactions. After just
18 months on the market, we successfully concluded numerous mandates,
among others as joint bookrunner for the Kuka AG convertible bond issue. In
the reporting year we again acted as co-lead manager for the Otto Group and
as part of the syndicate for the Strabag SE investment-grade issue. Based on a
solid BB rating, Berenberg was also successfully involved in the placement of a
Wienerberger AG bond. With the expansion of our sales team in London, our
fixed income team has become increasingly active in the high-yield area, with
major placement successes for Hapag-Lloyd AG and the Greek issuer Intralot S.A.
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Besides corporate bonds, our Vienna office also enjoyed great success on the primary
market with issues for banks and public-sector institutions. The transactions were
handled autonomously with consistent success. Here, Berenberg acted as adviser to
institutions in Finland, Slovakia and Slovenia, placing the bonds with institutional
investors. We expect another increase in our transaction business for the year 2014.
Forex Trading
The reporting year was characterised by a worldwide devaluation race on the
currency markets. 2013 saw extreme range trading in EUR/USD, a major devaluation
of the yen and the collapse of many emerging market currencies. Volatilities are at
historic lows.
Despite these challenges, Berenberg Forex Trading again achieved good results,
particularly due to the chart-technology-based proprietary trading. As a result of

»In the reporting period our daily trading volume
again rose by 10%, especially due to increased
institutional business.«

the aforementioned market conditions, our clients’ hedging
requirements were slightly lower.
In addition to our 24-hour phone trading, new electronic

trading channels have increased our availability. This applies in particular to the
Berenberg Electronic Trading Platform as well as to the new quoting possibilities
on Bloomberg. In the reporting period our daily trading volume again rose by 10%,
especially due to increased institutional business.
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M&A Advisory
In 2013, the M&A market again moved sideways, remaining at a relatively low
level compared to the years before the financial and debt crisis. Neither trans
action volumes nor the number of transactions rose significantly, although potential
investors have sufficient liquidity. Strategists’ »war chests« are well filled, financial
investors were able to acquire substantial sums in the most recent fund-raising
rounds, and family offices continue to search for attractive asset classes where they
can allocate available funds. Financing banks are again willing to bid competitively
even for aggressive financing structures.
As before, motivating circumstances for M&A transactions are industry consoli
dation, technology transfer and growth. Although there were many mega-transactions
at the corporate level as well as with and between private equity companies, it would
be premature to talk of a general recovery and positive forecasts for 2014.
Berenberg was able to take a very good position in M&A Advisory through
successful transactions on both the buy and sell sides for financial investors and
strategists, and established itself as a leading M&A adviser for complex corporate
transactions.
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Transactions concluded in 2013
IPO

IPO

Re-IPO

IPO

Re-IPO

GBP 760m

GBP 259m

EUR 758m

EUR 578m

CHF 93m

Co-Lead Manager

Lead Manager

Co-Bookrunner

Joint Lead Manager

Joint Global
Coordinator and
Joint Bookrunner

IPO

Capital Increase

Capital Increase

Pre-Placement &
Rights Issue

Pre-Placement &
Rights Issue

EUR 1.2bn

EUR 176m

SEK 320m

EUR 80m

EUR 101m

Co-Lead Manager

Sole Global
Coordinator and
Joint Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Joint Global
Coordinator and
Joint Bookrunner

Pre-Placement &
Rights Issue

Rights Issue

10% Capital Increase &
Secondary Placing

10% Capital Increase

10% Capital Increase

EUR 49m

EUR 223m

EUR 74m

EUR 16m

EUR 19m

Sole Global
Coordinator and
Sole Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Secondary Placing

Secondary Placing

Secondary Placing

Secondary Placing

Secondary Placing

for

for

for

for

for

EUR 202m

EUR 126m

EUR 191m

EUR 154m

EUR 109m

Sole Global
Coordinator and
Sole Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Joint Global
Coordinator and
Joint Bookrunner

Joint Bookrunner

Sole Global
Coordinator and
Sole Bookrunner

Spin-off

Public Takeover

Bond Tap
Senior Unsecured

Bond
Senior Unsecured

Bond
Senior Unsecured

EUR 150m

EUR 250m

EUR 225m

by

EUR 2.52bn

EUR 72m*

Market cap at listing date
Co-Adviser
Listing Agent

Adviser to the
bidder
Settlement Agent

7.750%
10/2018

7.750%
10/2018

3.750%
09/2020

Co-Lead Manager

Co-Lead Manager

Co-Lead Manager

Bond
Senior Unsecured

Tap
Convertible Bond

Bond
Senior Unsecured

Bond
Senior Unsecured

Bond
Senior Unsecured

EUR 325m

EUR 91.2m

EUR 200m

EUR 300m

EUR 200m

9.750%
08/2018

2.000%/26%
02/2018

3.000%
05/2020

4.000%
04/2020

FRN 03/2016

Co-Lead Manager

Joint Lead Manager
Joint Bookrunner

Senior Co-Lead
Manager

Co-Lead Manager

Joint Lead Manager

Convertible Bond

Covered Bond

Covered Bond

Acquisition
Financing

Acquisition
Financing

Partial financing of
the public takeover
of BIEN-ZENKER AG

Financing of the
acquisition of a
majority share in
the Wback Group

EUR 58.8m

EUR 100m

EUR 70m

2.000%/26%
02/2018

2.750%
01/2023

3.350%
12/2023

Joint Lead Manager
Joint Bookrunner

Sole Lead Manager
Sole Bookrunner

Sole Lead Manager
Sole Bookrunner

* Offer price multiplied by the number of shares outstanding.

Sole Lead Arranger

Mandated Lead
Arranger

Asset Management
Our Asset Management division pursues an active, quantitative investment approach.
Our products and services for institutional clients encompass selected areas in which
we can deploy special expertise, including:
•	Optional market-neutral strategies to achieve additional yields
• Risk management strategies for currency positions
•	Overlay management of equity and interest rate risks
• Quantitative selection strategies for equities and bonds
These strategies are executed in special mandates and pure-play overlay/portable

»Our portfolio management activity is governed by a
transparent, objective and systematic approach.«

alpha solutions as well as in retail funds. At all decision levels
of the investment process, our portfolio management activity
is governed by a transparent, objective and systematic ap-

proach. This is a cornerstone of our investment strategy, as systematic decisions are
consistent and repeatable and investors can follow them at all times. This transparent,
clearly structured investment process using rigorously rule-based investment decisions
manages emotional influence and minimises the risks arising out of the loss of key
individuals.
In 2013, our Asset Management business further enhanced its international profile,
and now a third of assets under management are from foreign clients. In order to
continue to build our national and international market presence, we have increased
our headcount for client support as well as for sales. This includes an expansion of our
institutional business in Austria and special support for the client group investment
consultants, who also play a major role in the awarding of mandates in Germany.
We will also continue to encourage sales of Berenberg retail funds, in order to give
sales partners and retail customers access to institutional investment strategies. Where
just a few years ago we served the German market from our Hamburg office alone,
today we are on the ground in the financial centres of Frankfurt, London, Vienna
and soon also New York.
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Products and strategies
In the reporting year we mainly broadened our product offerings for emerging
markets, and now offer emerging market strategies in the equity and bond classes as
well as for currency. Active management and a purely quantitative selection process
make our stock selection successful. For bonds, we use a systematic selection process
with ongoing risk monitoring. For emerging market currencies, currency protect
overlay in active risk management can be used to systematically reduce currency
risks, or as a strategy in its own right.
In overlay management, we have aligned our offerings even more closely with
the special targets of different investor groups, which prioritise
either specific yield targets, or protection of existing risks, or
control of the volatility level and its fluctuations. In currency

»Today we are one of Europe’s leading currency
managers.«

overlay we currently manage 27 currency pairs, and have become one of Europe’s
leading currency managers.
Several Berenberg retail funds celebrated their third anniversary, and have now
successfully built up an impressive track record. The BERENBERG EUROPEAN EQUITY
SELECTION equity fund merits special mention. In its three years it has outperformed
the EURO STOXX 50 TR index by more than 8%, with much lower volatility, confirming the strategy of stock selection by means of purely quantitative criteria. The
gold grading for the BERENBERG EURO MONEY MARKET (SGB) fund and the silver
grading for the High-Discount Portfolio retail fund by S&P Capital IQ were
again confirmed.
We use various fairs and congresses for intensive dialogue and communication
with institutional investors. One such event was the Institutional Money congress in
Frankfurt, where we were an exhibitor. At the 25th Financial Symposium in Mann
heim, the largest event for treasurers and financial managers in the German-speaking
countries, numerous investors attended our workshops on »Interest Rate Overlay
Management« and »Currency Protect Overlay«. We also presented our overlay
strategy for currency risks to potential institutional investors in uk with the »How
to Manage Currency Risk« presentation at the Local Government Pension Risk
Conference in London.
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We welcomed some 60 institutional investors to the one-day Berenberg Asset
Management Conference in Hamburg, where they enjoyed a varied programme
with high-calibre speakers. One was Professor Dr Jürgen Stark, chief economist
and member of the board of directors of the ECB from 2006 to 2012, who opened
the conference with a presentation on the »Status and Outlook for European
Crisis Management«. Together with Berenberg chief economist and euro proponent
Dr Holger Schmieding, he answered questions from those attending in the ensuing
discussion. The final speaker of the day was Hans-Joachim Watzke, chairman of
the board of Borussia Dortmund, who offered an interesting look at the world of
football and his strategy for success.
The increase in assets under management as well as various awards confirm that
as an active and quantitative asset manager we meet the needs of many institutional
investors for transparent investment processes, dependable performance characteristics, systematic risk management and efficient reporting.
For the fifth time in a row, Berenberg came out as the overall winner of the 2013
TELOS Institutional Investor Satisfaction Study. For this study, rating
agency TELOS and management consultancy Homburg & Partner questioned institutional investors on their satisfaction with large, medium and small asset managers.
In an image study by consultancy Kommalpha AG, Berenberg did extremely well
in the evaluation criteria, and achieved the highest recommendation rate of 15 asset
managers active in Germany. At the international level, we again showed convincing
expertise in currency management, winning an award at the European Pensions
Awards 2013 in London.
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Corporate Banking
This division encompasses traditional corporate client operations, together with the
shipping and real estate sector activities and special operations in structured finance.
2013 was marked by expanded activities and services, especially nationwide, increased
advisory activity, and close cooperation with Investment Banking. We also achieved
a gratifying risk result again. In addition to our traditional corporate and shipping
clients, we succeeded in gaining semi-institutional clients. In cooperation with other
divisions, our business with institutional investors and large single family offices on
the basis of transaction business has developed very well.
The regulatory and administrative burden for account management and payment
transactions on an international scale continues to grow, and in the most affected
regions the modest return no longer justifies the effort involved. Therefore, we have
withdrawn from a few markets. In order to cope with the increased complexity
of these issues, we have also integrated payment transactions in addition to client
account administration into Corporate Banking.
Corporate Clients
We have worked with companies capable of tapping the capital markets in all
German-speaking countries for a long time, and have intensified our activities among
SMEs, which are often family-run. Again, our activities were focused on interest and

currency management, wealth investment and transactions. This has been aided by
our capabilities at the interface between enterprise, entrepreneurs and shareholders,
together with the increasing demand among SMEs for objective advice on financing
issues. Extending credit is not the focal point of the client relationship, taking place
only in cases where we develop touchpoints with other activities of the Bank.
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Structured Finance
Our specialists are active in transaction financing and financial advisory. In transaction
financing, we work closely with financial investors, and accompany enterprises and
entrepreneurs in complex deals, which frequently also include equity-based financing.
In acquisition financing, we again performed better than in the previously successful
years, in the face of competition by major international banks. For example, as
mandated lead arranger we assisted international finance investor Halder on the
financing side in acquiring the Wback Group.
In 2013, we further added to our Financial Advisory team. We also received more
cross-divisional mandates, as, for example, in conjunction with M&A mandates. In
public-to-private transactions we worked with our ECM unit to provide not only
acquisition financing and financing coverage, but also equity processing through our
Equity Capital Markets unit. An example of this is the public takeover of prefabricated
house manufacturer Bien-Zenker AG by financial investor Adcuram Group AG.
In some transactions, we are looking at financing structures we have not seen since
before the Lehman crisis. This is driven by alternative sources of credit, which are
forcefully pushing onto the German financing market. In this environment, with our
financing expertise, coupled with our outstanding access to investors, we anticipate
performing a key advisory function for our clients.
Shipping
In 2013, these markets were again dominated by overcapacity, astonishingly high
orders, weak growth of the world economy and at the same time unsustainably low
freight and charter rates. Most market players do not foresee satisfactory improvement until 2015. Furthermore, the existing fleet is increasingly exposed to competition
from more modern and efficient vessels.
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Traditional shipping banks are finding it increasingly difficult to provide financing.
They are obliged to reduce their balance sheet size, and credit decisions are often
subject to regulatory requirements. In this environment we have succeeded in generating attractive, low-risk new credit business and connecting it with our payment
services and foreign exchange business.
Shipping companies must find new financing approaches and sources, for example by letting in institutional investors. Our advisory and structuring services to
this end are independent of the conflicts of interest that can
arise in banks with large loan books. Berenberg is becoming
an expert adviser to shipping companies in all matters of

»Berenberg is becoming an expert adviser to shipping
companies in all matters of corporate finance.«

corporate finance, and expanding its activities in the bond and high-yield areas for
the shipping industry.
Cash management remains a service that we continue to consider very important.
We recently began offering clients a new multibank-capable Web-based corporate
client portal. With our expertise in shipping matters, our knowledge of client-specific
issues and our individual service, we hold a competitive advantage, as is confirmed by
the steadily growing demand for our services around clients’ operations, and by the
repeated increase in the contribution this business unit made to our income in 2013.
Real Estate
We advise our clients on the financing of real estate, and provide land-purchase
loans and construction bridging loans to selected project developers and builders
for financing commercial and residential construction projects focused on central
locations in Germany’s seven largest cities. This business unit collaborates closely
with the Bank’s Real Estate Office to provide the best possible coverage for all real
estate matters.
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Cross-divisional services
Real Estate Office
We took on more personnel over the course of the year, and added the investment
class farmland and timber to our extensive real estate expertise. We provide clients
with all-round services and advice relating to real estate, as well as transaction support
and asset management. We also offer exclusive indirect real estate participation products for private investors. These are structured from a single source, from purchase
and product design to placement, and we accompany them for their entire term.
Within the Bank, the Real Estate Office works closely with all divisions and
departments, especially Corporate Banking, Private Banking and M&A Advisory.
In 2013, we accompanied numerous real estate transactions, with a total volume
exceeding €150 million. In addition, we structured the first participation product in
Germany under the new capital investment code (KAGB), as a so-called Special AIF
with around €40 million for a commercial and medical building at the HamburgEppendorf University Medical Centre (UKE).
Berenberg Art Consult
Many wealthy private investors and companies actively collect art, or have art as
legacy holdings. The Berenberg Art Consult department offers sound information
and extensive objective consulting, assisted by qualified legal counsel and curators,
given that art, especially post-war and contemporary art, has established itself more
and more as an investment class. In 2014, we will again organise individual visits
of different international art fairs for our clients. Besides that we have planned to
participate at a symposium in Antibes.
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Employees
As our business volume has grown, we have expanded our headcount. This has

Workforce as at 31 December
including subsidiaries

grown from 1,116 to 1,147 in the Berenberg Group, of whom 1,046 (last year 997)
work in the Bank. Due to the increasing international focus of our Bank, almost 30%

1,110 1,116

1,147

of our employees now work outside Germany.
With this strong growth abroad has come a need to gear our internal training
measures up on a more international scale. We have accordingly redesigned our
successful leadership development programme to create the Berenberg Leadership

11

Programme. Conducted in English, it is open to executives and employees with
specialist functions and enables them to develop stronger international career paths.
We have also significantly expanded our language courses, and also offer in-house
seminars in English.
To ensure a good supply of junior talent in information technology, we will offer
school-leavers several IT career training options in addition to classic bank training and
work-study programmes. We also offer students a variety of internships, while highperforming university graduates can join us directly or via our trainee programme.
The banking scene has changed greatly in recent years, and we have also adapted
our business model, activities, processes and employment structures to meet the new
challenges. This is possible only with motivated, highly qualified employees with an
excellent level of commitment, flexibility and willingness to evolve. We would like
to express our thanks to all of them.
In the reporting year we and the Works Council implemented a new arrangement
for working hours to fit today’s requirements. It meets the company’s needs as well
as employees’ desire for more flexibility. Our sincere thanks go to the Works Council
for its contribution on this complex project and constructive participation in other
change processes.

41

12

13

Risk report
We continued to apply our conservative risk strategy in the 2013 financial year. This
deliberate focus on less risky, service-oriented business divisions proved its value
again. The Bank’s liquidity situation was very good throughout the financial year.
Our deposit surplus goes into a securities portfolio dominated by paper issued by
German public-sector issuers with short remaining maturities. At no time did the
Bank conduct proprietary investments in securitised credit structures or similar
investments.
The Bank’s risk management process is characterised by its strategic orientation
towards services-based business divisions, combined with the use of modern risk
measurement methods ideally suited to our business activity.
The main risk types we analyse in our risk management process are counterparty,
market price, operational and liquidity risk. Reputation risks are evaluated as part
of the management of operational risk. We also pay close attention to the risk of
earnings collapsing. Our approach to managing earnings risk is intended to prevent
losses from the possible weakening of individual earnings components that prove
volatile over the course of time.
The potential losses of the various business divisions are quantified for the above
risk types using the value-at-risk (VaR) principle. VaR represents a loss threshold
for a given probability level. The value-at-risk procedures reflect only the potential
losses on the basis of relatively normal market movements. In order to gain a second
perspective on the risk situation, we have been supplementing risk evaluations with
an analysis of historical and hypothetical stress scenarios for several years now.
	Our regular comparisons between risk and economic capital are based on these
two different ways of assessing the risk position. The economic capital considered as
part of our risk management process is kept separate from the concept of regulatory
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capital or equity capital. In keeping with the concept of a going concern, it should
be possible to cope with unexpected losses without having to fall back on external
capital measures. Consequently, the economic capital is essentially formed from the
easily liquidated reserves available to the Bank. These reserves are compared with
the value-at-risk with a confidence level of 99% derived from the German Solvency
Regulation (SolvV). In a second analysis performed in parallel, the results of the stress
tests are set against the available economic capital. The economic capital to be set
against the risks is supplemented by unused portions of regulatory capital that are
not tied by risk-weighted assets. Even under this extreme scenario, the continued
existence of the Bank as a going concern is thus assured. Possible diversification effects
across the various risk types are ignored by aggregating the covering amounts for the
various categories of risk.
Not all of the economic capital available to the Bank in the past financial year was
used by the business divisions, which highlights the conservatism built into the Bank’s
risk management process and reflects the appropriateness of the relationship between
the opportunities arising from business activities and the risks assumed with regard
to overall profit or loss. The optimisation of the risk/reward ratio is a key objective
of our risk-adjusted overall bank management system. The business divisions take
on risk only if it is commensurate with the potential rewards.
As an inverse stress test, we regularly define scenarios which would tie up all of
the available economic capital if they were to occur.
Management has overall responsibility for the risk management process and
defines the general conditions for managing the various risk types. A central Risk
Controlling unit acts independently of the various front offices in organisational
terms, as required by the Minimum Requirements for Risk Management (MaRisk)
for banks and financial service institutions. This unit works closely with the Finance
unit to ensure a constant flow of information to the Bank’s Management and
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Advisory Board, and is responsible for developing and overseeing the systems used
in overall bank and risk management. Risk Controlling carries out a risk inventory
every month and sets the risk amounts of the various risk types against the available
economic capital. As part of the risk management process, we ensure that excessive
concentrations of risk do not exist either within or across the various risk classes.
A back office unit that is organisationally independent from the front office units
employs a wide-ranging limit structure to monitor exposure to counterparty risk. A
wide range of controlling analyses supports the management of default risk at overall
portfolio level.
Market price risk arises from both short-term positions in the trading book and
strategic positions in the liquidity reserve, and is monitored by Risk Controlling.
Risk Controlling also quantifies operational risk, the extent of which is limited by
a comprehensive set of rules and contingency plans.
Treasury is responsible for the management of liquidity risk, together with the
Money Market department. Risk Controlling is included in monitoring.
A monthly full calculation is used to track the profit and loss of the business
divisions, taking into account the risks assumed. Collapsing earnings in the profit
centres is also analysed as a key risk in this context. Due to the high importance of
this risk class for our risk management, Controlling at Berenberg is organisationally
under Risk Controlling. In addition, the Risk Controlling unit makes available to
both management and the individual relationship managers an efficient management
information system (MIS) that lets them analyse the risk-adjusted earnings and risk
variables (VaR) at every aggregation level, from the Bank as a whole all the way
down to the individual client.
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The Bank’s Auditing unit regularly examines the organisational precautions for
managing, monitoring and controlling the various categories of risk, based on the
parameters specified in the Audit Manual.
Credit Risk Management and Risk Controlling regularly provide information to
the Risk Monitoring Committee set up by the Bank’s Advisory Board.
The principles of our risk management strategy are recorded in a written risk
strategy paper which is available to all employees.
The complete risk report can be accessed at www.berenberg.de/en/riskreport.
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Outlook
In 2014, banks again find themselves in a difficult environment. The industry’s loss
of image and increasing regulatory requirements coincide with historically low
interest rates.
Berenberg has used the years since the start of the financial crisis well, and achieves
impressive results with its business model and client-focused advisory services. We
intend to continue to grow our business with this approach in 2014. We will work
to remain a preferred partner for existing clients, and are confident that we are in an
excellent position to gain new clients and expand our market share.
Our diversified business model with Private Banking, Investment Banking, Asset
Management and Corporate Banking enables us to compensate for different market
phases in individual areas. For example, for 2014 we anticipate that Private Banking,
for us and for the whole industry, will show only moderate returns due to the
unfavourable interest rate environment. On the other hand, we project further growth
in equity trading and the commission income generated here, just as we do in the
capital market income. Asset Management and Corporate Banking have also shown
promising development, and we have been able to gain excellent new mandates.
As different as the divisions are, they are all united by our determination to offer

»We will continue our strategy of organic growth, in
order to be able to concentrate fully on the needs of
our clients.«

clients high-quality and objective advice, the best possible
service and excellent execution. Our focus will continue to be
on providing services and avoiding high-risk business.

Going forward, Berenberg will continue to concentrate on its four business divisions,
and will take advantage of opportunities to go on expanding our activities. We will
continue our strategy of organic growth, in order to be able to concentrate fully on
the needs of our clients.
We will continue to underline our international presence, and plan to open a third
office of our American subsidiary in San Francisco in order to expand the marketing
of our pan-European research to US institutional investors.
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Along with adding to our front office units, we will continue to modify our internal
structures to reflect current developments. We are paying particular attention to
risk controlling and compliance, as well as HR development and marketing. Our
150-strong in-house IT business unit ensures that we will remain fully adaptable
in the future, capable of finding solutions to both client demands and regulatory
requirements quickly.
No specific risks were known at the reporting date that could have a major impact
on future business performance of the Bank.
We are convinced that we have a good position on the market and expect to
again report solid net profits at a similar level next year, driven by the hard work and
commitment of our skilled staff.
Private Banking
In 2014, once again, our activities will be determined by the goal of maintaining and
increasing the assets entrusted to us. We are a strategic partner for our clients, and
will continue an intensive dialogue with them all to show how they can secure their
continued prosperity. Our customised solutions for wealthy families, foundations
and corporations remain at the core of our success.
In 2014, we will continue to ensure that all clients, new and existing, receive the
in-depth local attention that the market associates with the Berenberg name. We aim
to continue setting standards in the European private banking market with a high
level of service orientation.
We have high expectations of the personnel and strategic realignment of our
Portfolio Management, where we will present a new approach which we think will
attract even more clients for these services in 2014.
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Investment Banking
We are confident that our Investment Banking division is on a sound footing,
and our outlook for 2014 is very positive. In the Equities segment, we have a very
well-structured value-enhancement chain for our services-oriented business model.
Against the market trend, in the reporting year we saw substantial earnings growth
and gained additional market share. Our expertise, which is regularly confirmed
by independent market studies, enabled us to further extend our already strong
market position in IPOs, capital increases and M&A transactions. We will remain
a dependable partner for our clients, using our London branch as a hub and our
several decentralised locations including New York and Boston, which soon after
opening have very quickly taken on great importance. The well-positioned Fixed
Income and Forex Trading units round off our investment banking services and make
a gratifying contribution to the division’s results. We are confident that we will be
able to continue our positive performance in this division as well.
Asset Management
The receding euro crisis points to the eurozone economy picking up in 2014.
Institutional investors have slowly regained their confidence in financial markets.
We see great potential in international markets. In 2011, in London we began to
offer institutional investors our asset management strategies and successfully placed
our currency overlay there. As our operations in Vienna and New York pick up
speed, we anticipate a positive contribution to our asset and earnings growth.
We will continue to respond to capital market developments and client preferences
with targeted reinforcement of client support and portfolio management staff, and
with new products to fit demand. We are confident that these measures and our
growing internationalisation will help us remain on our growth course.
Corporate Banking
Notwithstanding the growth of our loan book in recent years, we expect a good risk
result and a slight increase in financing activity in 2014, as in prior years. However,
in some areas, the competitive situation is such that financing structures are being
implemented that are not attractive for Berenberg. Therefore, for 2014 we project
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the primary growth to be in advisory activity accompanied by commission income.
Structured finance and shipping are two areas where there are particularly good
opportunities in advising corporations on capital market refinancing. We expect the
real estate market relevant for us to remain largely stable.
Meanwhile, new business opportunities continually arise for Corporate Banking,
and can have a positive effect on the division’s earnings. These include a stronger
focus on Northern and Western Europe, new products like the Web-based corporate
client portal, and tighter integration of the processing of payment transactions. We
expect continued volatility in shipping and possibly on the capital market as well,
which we as a service provider can benefit from.
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Balance sheet as at 31 December 2013
Assets
€

2013

2012

Cash reserve
Cash on hand

1,143,751

1,005,822

311,700,508

349,270,368

312,844,259

350,276,190

Payable on demand

315,523,683

373,606,357

Other receivables

233,172,312

131,362,299

548,695,995

504,968,656

642,284,160

794,358,737

1,892,196,437

Balances with central banks
				

1)

Receivables from banks

Receivables from clients
Bonds and other fixed-income securities
Bonds and notes
–

by public-sector issuers

2)

2,230,888,787

–

by other issuers

3)

361,712,619

302,526,973

2,592,601,406

2,194,723,410

Shares and other variable-yield securities

112,266,685

155,971,031

Assets held for trading

184,386,320

141,462,329

Participating interests

4)

8,929,270

8,929,270

Shares in affiliated companies

5)

6,293,481

6,293,481

Trust assets

6)

23,392,050

30,052,100

3,171,202

3,098,734

Intangible assets
Purchased franchises, intellectual property rights, and
similar rights and assets, as well as licences to such
rights and assets
Advance payments

33,567

33,568

3,204,769

3,132,302

Property, plant and equipment

16,975,189

15,842,299

Other assets

70,685,082

71,515,109

883,276

19,069

1,722,558

1,423,617

4,525,164,500

4,278,967,600

Prepaid expenses
Excess of plan assets over pension liabilities
Total assets

1)
2)
3)
4)
5)
6)

thereof: with Deutsche Bundesbank €311,507,951
thereof: eligible as collateral with Deutsche Bundesbank €2,230,888,787
thereof: eligible as collateral with Deutsche Bundesbank €361,712,619
thereof: in banks €89,864
thereof: in banks €2,540,872
thereof: trustee loans €8,757,062
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Equity and liabilities
€

2013

2012

Payable on demand

498,811,672

402,326,654

With agreed term or period of notice

178,723,704

338,074,395

677,535,376

740,401,049

407,028

367,158

37,737

36,905

2,956,722,877

2,573,367,084

Liabilities to banks

Liabilities to clients
Savings deposits with agreed notice period of
–

three months

–

more than three months

Other liabilities
–

payable on demand

–

with agreed term or notice period

Liabilities held for trading
Trust liabilities

1)

Other liabilities

433,261,923

509,617,795

3,390,429,565

3,083,388,942

0

48,909

23,392,050

30,052,100

54,749,562

65,544,292

20,272,406

19,407,097

Deferred income
Provisions
Provisions for pensions and similar obligations
Provisions for taxes
Other provisions

Subordinated liabilities
Profit participation capital
Special fund for general banking risks

2)

2,724,107

1,812,000

69,148,322

57,311,764

92,144,835

78,530,861

45,000,000

45,000,000

0

5,000,000

13,350,000

10,850,000

150,000,000

150,000,000

Equity
Subscribed capital
Revenue reserve

12,500,000

10,000,000

Net profit for the year

66,063,112

60,151,447

228,563,112

220,151,447

4,525,164,500

4,278,967,600

Contingent liabilities
Liabilities from guarantees and indemnities

97,509,084

103,676,302

Other obligations
Irrevocable loan commitments

68,491,389

67,073,652

Total equity and liabilities

1)
2)

thereof: trust loans €8,757,062
thereof: special item compliant with Section 340g HGB in conjunction with Section 340e (4) HGB €13,350,000

Income statement
for the period from 1 January to 31 December 2013
Expenses
€

2013

2012

Interest expenses

55,773,254

67,920,599

Commission expenses

29,795,133

28,647,478

131,907,248

122,678,385

General administration expenses
Personnel expenses
–

Wages and salaries

–	Social security charges and expenses
for pensions and similar benefits

1)

Other administrative expenses

17,327,276

79,496,302

68,985,844

228,502,144

208,991,505

Depreciation, amortisation and write-downs
on property, plant and equipment and intangible assets

6,451,629

5,819,156

Other operating expenses

5,666,564

4,877,127

8,916,915

9,863,650

180,194

53,267

66,063,112

60,151,447

401,348,945

386,324,229

Taxes on income
Other taxes
where not shown under other operating expenses
Net profit for the year
Total expenses

1)
2)
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17,098,594

thereof: for pensions €4,482,631
thereof: for compounding €1,785,147

2)
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Income
€

2013

2012

20,962,015

24,891,501

66,587,206

74,218,792

87,549,221

99,110,293

64,975

58,403

Interest income from
–

credit and money market activities

– 	fixed-income securities and
government-inscribed debt
Current income from
–

shares and other variable-yield securities

–

investments

–

shares in affiliated companies

2,727,093

2,179

10,476,891

8,632,691

13,268,959

8,693,273

264,165,419

235,055,097

22,149,970

35,087,553

Income from write-ups of receivables and
certain securities and from the reversal
of loan-loss provisions

9,086,545

3,959,290

Other operating income

5,128,831

4,418,723

401,348,945

386,324,229

Commission income
Net income from assets held for trading

Total income

1)

	thereof: transfer to special item compliant with Section 340g HGB in conjunction with Section 340e (4) HGB
€2,500,000

1)
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Selected notes to the financial s tatements
as at 31 December 2013
General
The annual financial statements for the year ended 31 December 2013 have been
prepared in accordance with the provisions of the German Commercial Code (HGB)
and the accounting regulations for banks. Unless stated otherwise, figures for 2012
are shown in brackets.
Principal accounting and valuation methods
The existing accounting and valuation methods were applied without change in the
reporting period.
Receivables from clients and banks are recognised at their nominal amount,
less any value adjustments. Accrued interest is included in the respective balance
sheet items. Deferred income items have been set up for discounts on loans and on
purchased receivables.
Specific value adjustments have been set up to provide adequate cover for all
identifiable risks in the loan book. General value adjustments have been set up to
cover latent risks and collective value adjustments have been set up in Luxembourg
for the same purpose. The value adjustments are deducted from the receivables or
added to provisions.
Securities classified as held for liquidity purposes are measured strictly at the
lower of cost or market.
Borrowed securities from securities lending transactions were shown on the
balance sheet.
Financial instruments held for trading purposes are marked to market, less a
risk discount. The risk discount is determined on the basis of the Bank’s internal
management system using mathematical procedures. The value at risk is determined
for a holding period of ten days and a confidence level of 99%. A historical observation
period of 250 trading days is assumed, with the individual changes in value being
incorporated in the calculation with exponential weighting. The risk discount is
calculated and disclosed for each portfolio separately. The risk premium is recognised
up to the amount of the write-up.
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Shares in affiliated companies and participating interests are carried at acquisition
cost. No impairments have been recognised.
Property, plant and equipment and intangible assets are carried at acquisition or
production cost, less scheduled depreciation and amortisation taken on a straight-line
basis in line with the applicable tax regulations. Assets with acquisition costs of up
to €150 are written down in full in the year of acquisition. Low-value assets with
acquisition costs of between €150 and €1,000 are grouped together in a collective
item and written down on a straight-line basis. They are shown in the analysis of
non-current assets as additions and in the amount disclosed for depreciation in the
2013 financial year.
Other assets, including purchased options, are recognised at the lower of acquisition cost or fair value. Generally, option premiums received and paid are taken to
the income statement upon expiry or exercise of the option.
Liabilities are carried at the amount payable plus accrued interest. Accrued interest
on subordinated liabilities is carried under other liabilities.
Provisions have been recognised taking adequate account of all identifiable risks
and uncertain obligations, including those arising from off-balance-sheet transactions,
in accordance with the principles of sound commercial judgement.
Provisions for pensions are calculated in the amount of the obligation at cash value
on the basis of the biometric data included in the 2005G standard tables prepared by
Professor Dr Klaus Heubeck. An interest rate of 4.9%, a rate of increase of 2.5% in
future compensation, an increase in pension benefits of 2.0% and an industry-specific
standard fluctuation are applied. Appropriations to pension provisions are presented
in other operating expenses and personnel expenses. Assets used to serve pension
obligations are netted off against corresponding obligations.
Provisions due in more than one year are discounted using the average market
rate of the past seven years appropriate for their remaining maturity (Section 253
(2) 1, German Commercial Code (HGB)). As provided for in the German Provision
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Discounting Ordinance (RückAbzinsV), the interest rates used for discounting tally
with the monthly interest rates published by Deutsche Bundesbank.
Derivatives are accounted for by creating valuation units.
Assets and liabilities denominated in foreign currency are translated using the foreign
exchange reference rates published by the European Central Bank.
Forward currency contracts are valued across the board using the forward rate
applicable at the reporting date for all transactions. The results in the respective
currencies are offset. A provision for anticipated losses on pending transactions would
have to be set up to cover any remaining loss. A compensating item was set up on
the assets side of the balance sheet under Other assets for any remaining gain from
specially covered transactions.
Gains on currency and securities transactions involving clients are carried in
net commission income. The price gains on client-related trading activities are also
reflected in net commission income. Consequently, deviating from the regulatory
trading book, the securities transactions conducted on behalf of clients are carried
under Bonds and other fixed-income securities and Shares and other variable-yield
securities.
Loss-free valuation of the interest book
Provisions for anticipated losses on pending transactions are to be set up for any excess obligations arising from activities involving interest-bearing financial instruments
in the banking book. All assets and liabilities have been included in the banking book
that are not attributable to the trading book or that come under equity or similar items
(special fund for general banking risks, subordinated loans and profit participation
capital). When a possible excess obligation is determined, matching amounts or
maturities are notionally closed at the reporting date. The funding structure is taken
into account consistent with internal management in the process.
On account of the large excess deposits, there was no mismatch of amounts
that it would have been necessary to notionally close when calculating the excess
obligations. There was no mismatch of maturities on the liquidity side, even under
very strict assumptions regarding the deposit base, involving both a certain decline in
the volume of deposits over time and extreme stress assumptions arising from high
ad-hoc outflows of deposits.
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When determining the excess obligations, provisions already recognised under other
valuation rules (such as interest-related provisions for valuation units in the sense of
Section 254 HGB) were included when measuring a possible provision for anticipated
losses on pending transactions. The necessity of taking into account the risk costs
likely to accrue and administration costs was determined by including them in the
interest rate used to discount the cash flows as a markdown on the cash flow.
The banking book is valued at present value. No provisions for anticipated losses
on pending transactions needed to be set up.

Notes to the balance sheet
Receivables from/liabilities to clients/banks
Breakdown of maturity
by remaining maturity
€’000

up to 3 months

2013

more than 3 months
and up to 1 year

more than 1 year
and up to 5 years

more than 5 years

2012

2013

2012

2013

2012

2013

2012

395,033

518,761

49,599

35,352

150,098

123,269

47,554*

116,977

366,370

443,588

223,335

33,799

0

778

0

0

9,837*

96,785

to clients

303,777

365,364

129,485

123,160

0

21,094

0

0

to banks

85,865

282,750

92,859

55,325

0

0

0

0

407

367

5

10

33

27

0

0

Receivables
from clients
of which: with no fixed maturity
from banks
Liabilities

Savings deposits

* One line of business (client-related trading with promissory notes, thereof receivables from clients €19,600 thousand
and receivables from banks €9,837 thousand) gives rise to positions in promissory notes sold for future delivery in
the first quarter of 2014.

Loans with a term of more than one year are not subject to any specific interest rate
risk as a result of swaps or other interest rate hedges (micro-hedges).

59

Disclosure of relationships with affiliated companies and companies in which
a participating interest is held
Relationships
€’000

with affiliated companies
2013

2012

with companies in which a
participating interest is held
2013

2012

Receivables
Banks

236

4,699

0

0

Clients

22,802

21,324

0

116

Banks

610,488

633,572

0

0

Clients

4,688

7,205

2,730

1,916

public-sector
issuers

other
issuers

Total

2,230,889

361,712

2,592,601

679,183

84,211

763,394

1,892,196

302,527

2,194,723

Liabilities

Bonds and other fixed-income securities
This item divides into securities of
€’000
2013
of which
– due in 2014
2012

The bonds of public-sector issuers originate almost exclusively from German federal
states.
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The following table shows the breakdown of bonds of other issuers:
Bonds of other issuers
2013

2012

15,414

15,414

0

209,803

346,298

59,681

€’000
German Pfandbriefe
Bonds with public guarantee
Bonds with state guarantee
Banks (unsecured)

0

4,999

Other

0

12,630

Total

361,712

302,527

Bonds with state guarantee are secured by Germany or German federal states and
have mostly been issued by German development banks.
The remaining maturity of all bonds averages less than two years. Interest rate
risk is normally limited to the 3- or 6-month Euribor by investing in floaters or taking
out hedges in the form of interest rate swaps (micro-hedges).
Shares and other variable-yield securities
This item contains shares in investment funds of €83.3 million (€83.6 million) used
as investments as part of the liquidity reserve.
The Bank holds shares of more than 10% in domestic investment funds within
the meaning of Section 1 of the German Investment Act (InvG). These break down
as follows:
€’000

Investment
target

Fair v alue Book value

Undisclosed
reserves

Distribution
2013
30

BAI-Universal-Fonds

Equities

48,772

46,433

2,339

BIRD-Universal-Fonds

Bonds

41,405

35,000

6,405

0

90,177

81,433

8,744

30

There are no restrictions on daily redemption rights.
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Positions held for trading
2013

2012

Bonds and other fixed-income securities

155,094

137,349

Shares and other variable-yield securities

29,292

4,107

0

6

184,386

141,462

Bonds and other fixed-income securities

0

49

Total

0

49

€’000
Assets

Foreign currencies
Total
Liabilities

The financial instruments held for trading are marked to market, less a risk discount.
The total risk discount amounts to €0.3 million (€0.7 million).
Marketable and listed securities
As in the previous year, bonds and other fixed-income securities are publicly listed.
Of the shares and other variable-yield securities, the investment funds of €81.5 million (€81.6 million) included in the liquidity reserve are not marketable. All other
equities are listed on a stock market. €2.7 million (€2.7 million) of the shares in
affiliated companies are marketable. The remaining participating interests and shares
in affiliated companies are not marketable.
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Valuation units
Fixed-income securities of €1,624.4 million (€1,618.3 million) have been included
in micro-hedges to hedge interest rate risk. The Bank’s strategy for managing interest rate risk calls for its lending and deposit-taking activities to have a short-term
structure. Transactions with a term of more than one year are essentially hedged by
concluding interest rate swaps, which serves to reduce the dependence on positions
that are sensitive to changes in interest rates. The effectiveness of the valuation units
is determined using the fair-value-oriented method.
Trust assets
The trust assets and corresponding trust liabilities relate to loans of €8.8 million
(€9.5 million) extended to non-bank clients on a trustee basis and other trust assets
or trust liabilities (under liabilities to clients) of €14.6 million (€20.5 million) held as
security for the pension obligations of a third party.
Analysis of non-current assets
Acquisition cost

€’000

Depreciation/amortisation

Balance
Balance
Balance
Balance
31/12/2012 Additions Disposals 31/12/2013 31/12/2012 Additions Disposals 31/12/2013

Residual
book value
2013

2012

Participating interests

8,929

0

0

8,929

0

0

0

0

8,929 8,929

Shares in affiliated
companies

6,293

0

0

6,293

0

0

0

0

6,293 6,293

45,550

5,546

281

50,815

29,708

4,413

281

Intangible assets

13,999

2,112

0

16,111

10,867

2,039

0

Total

74,771

7,658

281

82,148

40,575

6,452

281

Furniture and
office equipment
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33,840 16,975 15,842
12,906

3,205 3,132

46,746 35,402 34,196

Other assets
This item contains accrued interest and fees of €30.6 million (€28.8 million) and
debit entry advices (cheques, bonds due, and coupon and dividend certificates) of
€2.8 million (€4.6 million). An adjustment item of €1.2 million (€7.9 million) has
been recognised on the assets side of the balance sheet for forward foreign exchange
contracts concluded and forward foreign exchange contracts rolled over on account
of the special cover.
Excess of plan assets over pension liabilities
Acquisition cost

€’000

Provisions for pensions
and similar obligations
Other provisions
(semi-retirement)

Fair value

2013

2012

2013

2012

2013

2012

17,442

16,020

17,442

16,678

15,908

15,296

1,001

1,001

1,001

1,003

814

962

Interest expense

€’000

Provisions for pensions
and similar obligations
Other provisions
(semi-retirement)

Amount payable
provisions

Interest income

Valuation at fair value

2013

2012

2013

2012

2013

2012

719

728

0

0

0

8

61

74

0

0

0

2

Section 246 (2) 2 HGB contains a requirement to net the assets serving to settle pension
obligations with the corresponding liabilities.
Compliant with Section 246 (2) HGB, the other operating expenses of €0.8 million
(€0.8 million) arising from discounting have to be netted with the gains on the valuation of the plan assets. In the previous year, income in the amount of €0.01 million
was netted with other operating expenses in the amount of €0.8 million. No netting
was necessary in the current financial year.
Section 253 (1) 4 HGB requires that such assets be measured at fair value. The assets
in question are composed exclusively of exchange-listed securities of public issuers,
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the market value of which is equal to the stock exchange price at the reporting date.
Obligations of €1.0 million (€1.0 million) arising from employee working-time
accounts, which would otherwise be presented under other liabilities, were netted
with the assets of the same amount, which would otherwise be presented under
other assets.
There is an excess of plan assets over pension liabilities of €1.7 million overall
(€1.4 million).
Other provisions
This item mainly comprises provisions for personnel expenses.
Subordinated liabilities
Interest expense of €2.2 million is included in expenses. The following table shows
the breakdown of the subordinated liabilities totalling €45.0 million:
%

Due

10,000

6.55

01/06/2018

10,000

6.80

25/06/2018

5,000

6.25

07/01/2019

10,000

6.00

03/01/2020

10,000

6.00

30/01/2020

€’000

The terms comply with Section 10 (5a) of the German Banking Act (KWG). There is
no right to demand premature repayment. Subordinated liabilities of €45.0 million
are included in liable equity compliant with Section 10 KWG (supplementary capital).
Special fund for general banking risks
The special fund for general banking risks was set up with an amount of €13.4 million (€10.9 million) in accordance with Section 340e (4) HGB in conjunction with
Section 340g HGB. The transfer is included in net income from trading activities at
€2.5 million (€4.0 million).
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Other liabilities
This item mainly includes current taxes payable of €8.5 million (€9.9 million) and
deferred interest payments of €30.2 million (€31.3 million) for interest rate swaps and
swaptions. An adjustment item of €5.8 million (€11.8 million) has been recognised
on the liabilities side of the balance sheet for forward foreign exchange contracts
concluded and forward foreign exchange contracts rolled over.
Deferred tax assets and liabilities
At the reporting date, there were temporary differences in the stated values of individual items in the commercial balance sheet and the tax balance sheet. Recognition
and measurement differences giving rise to deferred tax assets and liabilities occurred
in the following line items: receivables from clients, shares and other variable-yield
securities, participating interests and provisions. The valuations have been made
using an average trade tax rate of 16.36%. The option to capitalise deferred tax assets
permitted by Section 274 (1) 2 HGB has not been exercised.
Additional notes to the balance sheet
Various securities have been deposited with other banks as security deposits for Eurex
and lending trades. There were no open-market positions at year-end.
Assets of €222.4 million (€219.7 million) and liabilities of €1,468.8 million
(€1,354.3 million) are denominated in foreign currency.
Contingent liabilities
Liabilities for guarantees and indemnities include guarantees for bills of exchange
of €74.8 million (€80.9 million) and documentary credits of €22.7 million (€22.8 million). During the course of the annual screening of the lending portfolio carried out
as part of the Bank’s credit risk management, the guarantees for bills of exchange
and documentary credits that have been issued were examined for potential default
risk. Consequently, it is considered very unlikely that the amounts will be utilised.
Other obligations
The other obligations consist exclusively of irrevocable loan commitments totalling
€68.5 million (€67.1 million).
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Notes to the income statement
Breakdown of income by geographic segment
Interest income, current income from shares and other variable-yield securities,
participating interests and shares in affiliated companies, commission income, net
income from the held-for-trading portfolio and other operating income shown in
the income statement break down into 79% generated in Germany (81%) and 21%
(19%) generated abroad.
Service activities
We provided services to our clients, particularly in the management and brokerage
of securities transactions and in international documentary business. Income of
€168.8 million (€138.0 million) from commission-earning business and €31.6 million (€32.5 million) from fund management was generated from management and
brokerage of securities transactions.
Other operating income
This item comprises principally cost reimbursements of €1.6 million (€1.8 million)
from the provision of services and reversals of €0.8 million (€1.2 million) of other
provisions.
Other operating expenses
This item relates mainly to interest expenses in the amount of €1.8 million (€1.8 million) from discounting non-current provisions.
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Other information
Other financial commitments
As a result of the participating interest held by the Bank in Liquiditäts- und Konsortialbank GmbH, there is a contingent liability under the Bank’s articles of association.
There are annual commitments arising from rental and lease agreements and
from software licences amounting to €31.6 million (€22.4 million) per year for the
next three financial years.
Futures
Futures contracts entered into during the course of the year can be divided into the
following by their essential nature:
•	Futures in foreign currencies, especially future foreign exchange contracts, commitments arising from foreign exchange options, foreign exchange options and
structured products (foreign exchange transactions);
•	Forward interest rate contracts, especially forwards involving fixed-income securities, commitments arising from interest rate options, interest rate options, interest
rate swaps, swaptions, caps and floors;
•	Futures relating to other price risks, especially equity futures, index futures,
commitments arising from equity options, equity options, commitments arising
from index options and index option rights.
Client transactions are essentially hedged. As a result, the amount and timing of future
cash flows is correspondingly balanced. As a general rule, the Bank only enters into
its own positions in order to hedge interest rate risks from other positions directly
or in general. Thus, interest rate swaps are used as interest rate hedging instruments
for fixed-income bonds (micro-hedges).
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The following table shows the derivative financial instruments outstanding at the
reporting date:
Volume

Positive
market values

€’000
2013

Negative
market values

2012

2013

2012

2013

2012

Exchange transactions 13,145,478 15,234,350

76,320

90,486

80,741

66,897

Swaps

69,813

99,850

3,030

4,066

1,821,894

Caps/floors

1,828,694

57,900

66,275

1,826

2,942

1,826

2,942

Securities futures

1,244,347

954,840

11,391

9,335

13,050

11,572

Securities options

764,218

1,039,627

16,626

33,180

16,626

33,180
31,093

Equity options

15,079

38,327

117

31,093

117

Bonds futures

696,175

250,663

2,835

3,070

4,622

369

17,745,091 19,412,776

178,928

269,956

120,012

150,119

Total

The transactions listed above are almost exclusively concluded to hedge fluctuations
in interest rates, exchange rates or market prices in trading activities.
The Bank assesses the potential market risk for trades involving interest rates
and trades involving equity and/or currency risk in its trading book in accordance
with the standard method of the current SolvV. This gives rise to a capital adequacy
requirement of €6.7 million (€10.6 million).
The following table shows the breakdown of the capital adequacy requirement:
Market risk
€’000

Capital adequacy requirement
2013

2012

5,632

7,948

745

2,554

Standard method
Net equity positions
Net interest positions
Overall currency position
Total

363

107

6,740

10,609
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Board of Management
The Board of Management comprised the following Managing Partners in 2013:
	Dr Hans-Walter Peters, Banker (Spokesman)
Andreas Brodtmann, Banker
Hendrik Riehmer, Banker
Shareholders
30.4% von Berenberg family
25.6 %	PetRie Beteiligungsgesellschaft mbH
			

(Dr Hans-Walter Peters [Managing Director] and Hendrik Riehmer)

			

and Dr Hans-Walter Peters

2.0 % Andreas Brodtmann and former Managing Partners
15.0 % Christian Erbprinz zu Fürstenberg
15.0 % Jan Philipp Reemtsma
12.0 % Compagnie du Bois Sauvage S. A.
Remuneration and loans
We have decided not to disclose the remuneration paid to the members of the Board
of Management because we believe the conditions set forth in Section 286 (4) hgb
have been met.
As in the previous year, no loans were granted to members of the Board of
Management after taking account of the allocation of the retained profit in 2013.
Appropriation of profit
The net profit for the year of €66.1 million available for distribution is earmarked
for distribution to the shareholders in the amount of €56.6 million and transfer to
the revenue reserve in the amount of €9.5 million.

70

AUDITORS’ REPORT

AUDITORS’ REPORT
The following unqualified auditors’ report was issued on the full annual financial statements and
the management report:
»We have audited the financial statements, comprising the balance sheet, the income statement and
the notes to the financial statements, together with the bookkeeping system and management report
of Joh. Berenberg, Gossler & Co. KG, Hamburg, for the financial year from 1 January 2013 to 31
December 2013. The maintenance of the accounting records and the preparation of the financial statements and management report in accordance with German commercial law are the responsibility
of the company’s legal representatives. Our responsibility is to express an opinion on the financial
statements, including the accounting records and the management report, based on our audit.
We have audited the Annual Financial Statements in accordance with section 317 HGB (German
Commercial Code) and the generally accepted German auditing principles for Annual Financial
Statements adopted by the Institute of German Auditors (Institut der Wirtschaftsprüfer, IDW). These
standards require that we plan and perform the audit in such a way that material inaccuracies and
breaches affecting the presentation of the net assets, financial position and results of operations in
the financial statements prepared in accordance with accounting principles generally accepted in
Germany and in the management report are detected with reasonable assurance. Knowledge of
the business activities and the economic and legal environment of the company and expectations
of possible misstatements are taken into account in the determination of the audit procedures.
The effectiveness of the system of internal accounting control and the evidence supporting the
disclosures in the accounting records, the financial statements and the management report are
examined primarily on a random test basis. This audit includes an assessment of the accounting
principles used and significant estimates made by the company’s legal representatives, as well as an
evaluation of the overall presentation of the financial statements and management report. We are
of the opinion that our audit constitutes a sufficiently reliable basis for our opinion.
Our audit gave rise to no objections.
In our opinion, based on the findings of our audit, the annual financial statements comply with legal
requirements and give a true and fair view of the net assets, financial position and results of operations
of the company in accordance with German principles of proper accounting. The management
report is consistent with the annual financial statements and as a whole provides an accurate view
of the company’s position, opportunities and risks of future development.«
Hamburg, 18 March 2014
BDO AG
Wirtschaftsprüfungsgesellschaft
			
			

sgd. Rohardt
Auditor

sgd. Butte
Auditor
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