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Introduction  
The objective of this report is to offer the reader insight 
into Jyske Bank’s internal risk and capital manage-
ment procedures and the regulatory capital require-
ments. The report starts out describing the Jyske Bank 
Group's business model and the general principles gov-
erning the Group's risk management. Then the Group's 
capital management and capital structure are de-
scribed, after which more detailed information is given 
about the most material risks to which the Group has 
exposure: credit risk, counterparty credit risk, market 
risk, liquidity risk and operational risk.  
 
The report describes the capital and risk structure of 
the entire Jyske Bank Group (hereinafter called the 
Group or Jyske Bank).  
 

The year 2016 
The moderate progress in the global economy in recent 
years slowed down a bit in 2016 when in the US, 
among other places, the development of activities lost 
some momentum, but generally the economic recov-
ery continues in the global economy. 
 
Interest rates decreased further in the three first quar-
ters where negative market rates became even more 
widespread. In Q4, long-term interest rates increased, 
particularly in the US, in anticipation of an expansive 
fiscal policy to be pursued by the newly elected presi-
dent Donald Trump. The oil price increased signifi-
cantly over the year, but the underlying inflation per-
formance was still modest, particularly in Europe. 
 
In Denmark, the moderate recovery continued for the 
fourth year in a row. Consumer spending was the pri-
mary growth engine. Consumer demand was sup-
ported by various factors, including continuing in-
creases in house prices in most of the country, the ex-
tremely low interest-rate level as well as increases in 
real wages. The development of exports, on the other 
hand, was relatively weak, and, on the whole, investing 
activity remained modest. The private savings surplus 
was still high, and credit growth was only slightly pos-
itive.  
 
In January, Danmarks Nationalbank, the central bank 
of Denmark, changed its rate of interest on certificates 

of deposit unilaterally from -0.75% to -0.65%, and in 
March the ECB changed its deposit rate from -0.3% to -
0.4%, yet Danmarks Nationalbank did not make any 
changes to its interest rates. Hence the interest-rate 
differential between Danmarks Nationalbank and the 
ECB narrowed. The signals from the ECB indicated that 
the deposit rate of the ECB and hence also the rate of 
interest on certificates of deposit of Danmarks Na-
tionalbank would be negative throughout 2017. 
 

In 2016, Jyske Bank’s status as a systemically im-
portant financial institution (O-SII) was confirmed. 
Consequently the Group was subject to an additional 
capital buffer requirement of 0.6% throughout 2016. 
The requirement will increase to 0.9% in 2017.  When 
fully phased in, the requirement will amount to 1.5%. 
From 1 January 2017 a capital conservation buffer of 
1.25% must be added to the capital requirement. 
 
Jyske Bank's long-term capital management objective 
is a capital ratio of 17.5% and a Common Equity Tier 1 
capital ratio of 14%. At these levels, Jyske Bank meets 
the capital requirements and will at the same time 
have the required strategic scope in respect of its cap-
ital structure. At end-2016, the Group met both of 
these targets due to its Common Equity Tier 1 capital 
ratio of 16.5% and a capital ratio of 18.3%.  
 
Jyske Bank will in the coming years strengthen the ra-
tios above the targets in order to meet the future reg-
ulatory requirements. Jyske Bank monitors closely the 
international work on the completion of further capital 
requirement initiatives to ensure, with due care and 
diligence, that the Group can meet all new require-
ments well before their implementation deadlines. 
 
  

 Capital ratio: 18.3% (2015: 17.0%) 

 Common Equity Tier 1 capital ratio: 16.5% 
(2015: 16.1%) 

 Capital base: DKK 33.4bn 
(2015: DKK 30.1bn). 

 EAD: DKK 559.8bn (2015: DKK 535.3bn). 

 REA: DKK 182.2bn (2015: DKK 176.9bn). 

 Capital requirement ratio: 10.0% (2015: 
10.5%)
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Business model 
 
 

 
 

 
The Jyske Bank Group is a financial group, in which 
Jyske Bank being the parent company conducts bank-
ing activities, and subsidiaries conduct other financial 
or accessory activities. The Group conducts mortgage-
credit activities through BRFkredit. 
 
The Jyske Bank Group supports the needs of private in-
dividuals, businesses and institutions - and hence also 
society - for financial services that are simple,  for-
ward-looking and responsible. 
 
The Jyske Bank Group's business area is to offer finan-
cial products and other related products and services, 
primarily in Denmark. Products and services that the 
Group does not produce itself, yet considered im-
portant to the Group's clients, are distributed from 
long-term partners. 
 
Jyske Bank offers advice about and delivers products 
that meet the clients’ requirements in relation to fi-
nancial assets and liabilities as well as the resultant 
cash flows and risks.  
 
An important part of Jyske Bank's business model is to 
grant loans against security in real property. The 
Group's mortgage loans are primarily funded through 
the issue of covered bonds and secondarily through the 
issue of mortgage bonds, governed by the balance prin-
ciple in Danish mortgage legislation. It is the aim of 
the Group to maintain an AAA rating of its covered 
bond issues. 
 
Jyske Bank offers pension and life insurance products, 
investment and asset management products, pay-
ment services products as well as advisory services 
from sub-contractors, including jointly owned sector 
companies.  
 
 
 

Jyske Bank's international subsidiary Jyske Bank Gi-
braltar offers ordinary banking services to local enter-
prises and personal clients.  
 
Jyske Bank owns and operates accessory activities, in-
cluding the leasing company Jyske Finans, which sup-
port the Group's business model and contribute to ful-
filling the financial objectives.  
 
The Group cooperates with other financial institutions 
about the delivery or distribution of the Group's prod-
ucts to the relevant businesses and/or their clients. 
 
Jyske Bank assumes financial risks within established 
limits and to the extent the risk-adjusted return con-
tributes to the Group's financial goal. On the other 
hand, it is to the greatest possible extent attempted to 
minimise operational risks considering the related 
costs.  
 
Jyske Bank's financial risks consist mainly of credit 
risks. The Group assumes credit risks if, through indi-
vidual credit processing, it can be substantiated that 
the debtor has the necessary ability to service debts 
and that it can be rendered probable that the debtor 
has the will and the ability to repay the credit granted. 
Failing that, the collateral must have sufficient value 
as well as stability of value, and it must be substanti-
ated that the collateral can be realised and pay off the 
remaining credit. Finally, it is a requirement that the 
Group's earnings must match the associated credit 
risk and capital charge.    
 

Jyske Bank

BRFkredit Other subsidiariesJyske Finans Jyske Bank (Gibraltar)
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Moreover, Jyske Bank assumes market risks when the 
expected return matches the risk. The Group's market 
risk consists mainly of interest-rate risk. Market risks 
are managed on the basis of a portfolio approach 
across instruments and types of risk and hence in con-
sideration of the correlation or lack of correlation for 
which there is empirical evidence and that is expressed 
through the risk measurement Value at Risk (VaR).  To 
a lesser degree, the Group assumes option risks.  
 
During periods with high market volatility, positions 
involving market risk are reduced to the extent neces-
sary for the stated VaR to remain within an acceptable 
level. 
 

As a consequence of the Group's activities, liquidity 
risk arises when there is a funding mismatch in the bal-
ance sheet because the loan portfolio has a longer du-
ration than its average funding sources. Active liquid-
ity management will ensure that there is sufficient li-
quidity in the short and long term to meet the Group's 
payment obligations.  
 
In addition to credit, market, operational and liquidity 
risks, the Group's activities also involve business risks. 
Business risks are linked to the volatility in the Group's 
earnings capacity.  
 
At any time, the total risks are adjusted to the Group's 
risk profile and capital structure according to the 
Group's capital management objective. This will en-
sure that Jyske Bank is a trustworthy, long-term busi-
ness partner for its clients. 
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Risk management
Risk management is a key element in the Group's daily 
operations and is anchored in the Group Supervisory 
Board and the Group Executive Board.  

 
Risk organisation 
The Group Supervisory Board lays down the general 
principles for risk and capital management as well as 
for the Group's risk profile, and implements these in 
the Group by adopting a number of risk policies and in-
structions.  Together with the Group Executive Board, 
the Group Supervisory Board is responsible for ensur-
ing that the Group has an organisational structure that 
will secure a distinct allocation of responsibility and in-
clude an appropriate separation of functions between 
development units, operating units and control units 
in the daily monitoring and management of the 
Group's risks. The Group Executive Board is responsible 
for the day-to-day risk management of the Group and 
will ensure that policies and instructions are opera-
tionalized and complied with.  
 
The Group Executive Board has appointed a Group Chief 
Risk Officer, who is the director for the unit Finance and 
Risk Management. The responsibilities of the unit in-
clude activities involving risks across areas of risk and 
organisational units. The unit is responsible for:  

 presentation of risk policies and risk management 
principles to the Group Executive Board and the 
Group Supervisory Board;  

 implementation of risk management principles 
and policies in order to improve risk management 
on an on-going basis; 

 quantification of the Group’s risk exposure as well 
as monitoring and reporting to ascertain that the 
Group's risk exposure does not exceed the limits 
defined by the Group Supervisory Board; 

 recognition, measurement and financial reporting 
in the Group as well as the implementation of ad-
viser-oriented financial and risk management 
tools.  

 
To achieve efficient risk management close to the 
mortgage credit business, the Group has appointed a 
Chief Risk Officer at BRFkredit. The risk officer and his 
employees form an integral part of the unit Finance 
and Risk Management to ensure that the Group Chief 
Risk Officer has a complete overview of the entire 
Group's risks.  
 

The organisational structure of the Group, in which Fi-
nance and Risk Management is separate from the risk-
taking units, will ensure that the unit is independent 
of business-oriented activities. 
 
Day-to-day management of credit risk is undertaken by 
account managers as well as the Credit Division with 
due regard to credit policies and credit instructions.  
 
Jyske Bank has three business areas that manage mar-
ket risk. Strategic market risks are managed by Group 
Treasury, and investments are in general based on 
macroeconomic principles and thus of a long-term na-
ture. Jyske Markets and BRFkredit manage short-term 
market risks as part of the servicing of clients' trades 
with financial instruments and in the mortgage credit 
business. 
 
Similarly, the strategic liquidity risks are managed by 
Group Treasury, and the short-term operational liquid-
ity is managed at Jyske Markets and BRFkredit.  
 
The day-to-day management of operational risk is un-
dertaken by the individual units of the Group. 
 
Risk management of the specific risks is described in 
detail in the chapters covering the individual risks. 

 

 
 
  

GROUP RISK ORGANISATION

Group Supervisory Board

Group Executive Board

Finance and 
Risk Management

Group Risk 
Committee

Finance

Risk Management

Models and Data

Finance and Risk 
Management, 

BRFkredit

Credit Division

Group Audit
Committee

Group Treasury
Committee

Group Balance 
Sheet Committee

Group 
Chief Risk 

Officer

BRFkredit 
Chief Risk 

Officer

Authorisation

Real
Property

Support and 
Supervision
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Several committees consider and process risk-related 
issues:  
 
Members of the Group Audit Committee are appointed 
from the members of the Group Supervisory Board. The 
committee oversees whether the Group's internal 
management and risk management systems function 
effectively. These tasks are carried out, for instance, 
through written and oral reporting to the committee 
and the committee's consideration of relevant audit 
reports. 
 
The Group Risk Committee is a Group Supervisory 
Board committee that carries out the preliminary con-
sideration of risk-related issues before the final consid-
eration by the Group Supervisory Board. At quarterly 
meetings, subjects with relation to the following are 
discussed: 

 the Group's risk profile and the implementation 
of this in the organisation;  

 the Group's capital base as well as capital re-
quirements; 

 capital and liquidity buffers with related contin-
gency plans including the Group recovery plan; 

 material changes of the model set-up for risk 
management as well as re-estimation and valida-
tion of models; 

 internal procedures for risk measurement and 
management; 

 assessment of material products earnings and 
risk profiles; 

 new legislation relating to capital structure or 
risk management; 

 topics of strategic relevance for the Group’s over-
all risk management. 
 

The main task of the Group Treasury Committee is to 
ensure that the Group’s actual market risk profile is in 
line with the intended risk profile and the assessment 
of market expectations. The participants at the 
monthly meetings are the members of the Group Exec-
utive Board responsible for Capital Markets and Fi-
nance and Risk Management, the member of the Exec-
utive Board for BRFkredit responsible for securities, the 
heads of Capital Markets and Group Treasury as well as 
risk-taking employees in Group Treasury and 
BRFkredit.  
 

The Group’s liquidity risk profile, balance-sheet devel-
opment and financial structure are assessed by the 
Group Balance Sheet Committee, which at its quarterly 
meetings ensures a continuously adequate liquidity-
risk profile and balance-sheet structure according to 
the general guidelines. The participants at the meet-
ings are the members of the Group Executive Board re-
sponsible for Capital Markets and Retail & Commercial 
Banking, the member of the Executive Board for 
BRFkredit responsible for securities, the Group Chief 
Risk Officer, the heads of Retail & Commercial Banking, 
Capital Markets and Group Treasury as well as other 
key employees of Retail & Commercial Banking and  
employees in Group Treasury with responsibilities 
within liquidity, capital and balance sheet manage-
ment. 

 
Risk reporting 
The Group Supervisory Board and the Group Executive 
Board receive regular reports on the risk development 
and the utilisation of the allocated risk limits and can 
therefore monitor whether the risk limits are adhered 
to and whether they are still appropriate for the Group. 
 
Finance and Risk Management continuously focuses 
on securing a qualified basis for decisions for manage-
ment and works on an on-going basis to optimise man-
agement reporting. 
 
Risk reporting is submitted to the Group Supervisory 
Board, the Group Executive Board, the group supervi-
sory board committees and relevant business areas, 
depending on the relevance of the contents of the re-
port. The overview on the subsequent pages specifies 
the regular risk reporting that is submitted to the 
Group Executive Board and the Group Supervisory 
Board.  
 
Moreover, risk reporting is prepared for the supervisory 
boards and executive boards of the individual subsidi-
aries.  
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REPORTING TO THE GROUP SUPERVISORY BOARD  AND THE GROUP EXECUTIVE BOARD  

 Report Frequency Recipient Contents 
O

V
ER

A
LL

 P
IC

TU
RE

 O
F 

RI
SK

 

ICAAP report Annually Group Supervisory 
Board, Group  
Executive Board  
 

In-depth description of the Group's statement of the capital requirements 
based on the 8+ method of the Danish FSA. Future implications of the 
Group’s capital structure based on sensitivity analyses and projections un-
der various stress scenarios. 

Group capital 
requirement 
statement 

Quarterly Group Supervisory 
Board, Group  
Executive Board 

Statement of the Group's capital requirement and development in risk ex-
posure. 

Group risk 
report 

Quarterly Group Supervisory 
Board, Group  
Executive Board  
 

Information on the quarterly development in the Group’s risk along with 
the status of established risk targets and recovery indicators. The report in-
cludes capital projections encompassing all risks in different scenarios.  

 The credit quality of the BRFkredit and Jyske Bank portfolios is ex-
plained, including the development of credit quality and overdraft and 
risk exposures along with an assessment of concentration risk. 

 The Group's overall market risk exposure based on authority granted 
at group level is described. The reporting emphasizes the key strategic 
risk positions at Group Treasury but also includes overall numbers for 
Jyske Markets and BRFkredit. 

 The overall balance sheet development is reported with emphasis on 
funding structure, refinancing risk and liquidity reserves relative to 
run off profiles. 

 For operational risk, the development in the Group's largest risks as 
well as realised operational losses over the recent period are reported.  

Financial and   
risk reporting 

Quarterly Group Supervisory 
Board, Group  
Executive Board 

Reports on the development of the business units' risk-adjusted results, 
etc.  

Group balance  
sheet and 
liquidity report 

Quarterly Group Supervisory 
Board, Group  
Executive Board 

Information about the development of the Group's balance sheet, capital, 
risk profile, liquidity as well as funding structure and funding requirements. 
Overview of supervisory diamond and leverage ratio, etc. 

CR
ED

IT
 R

IS
K 

Annual credit 
report  

Annually Group Supervisory 
Board, Group  
Executive Board 
 

Annual credit reports are prepared for all business units that assume credit 
risk.  In respect of Jyske Bank and BRFkredit, the annual credit report ex-
plains the credit quality in the portfolios, including the development of 
credit quality, overdraft, risk exposures, impairments and the concentra-
tion risk for individual clients as well as for sectors. Moreover, benchmarks 
for relevant key figures in the sector are set. Also, the annual credit report 
includes relevant themes that may change from year to year. For subsidiar-
ies, the development in credit quality and circumstances specifically rele-
vant to these are explained. The annual credit reports are included in the 
Group risk report.  

Review of  
exposures 

Annually Group Supervisory 
Board, Group  
Executive Board 

Review of the Group's most material credit risks at client level, where all 
major cases are reported, and selected cases are reviewed with a view to 
ensuring that the risk has been measured correctly. 

Credit  
inspections 

Monthly Group Executive 
Board    

Overview of the development of the completed credit inspections in the 
Group stating the status relative to the Group's target.  

Validation  
of credit 
 models 

Annually Group Supervisory 
Board, Group  
Executive Board  

Validation of all statistical models and parameters defined by experts for 
the calculation of credit risk, where development and results are examined. 

M
A

RK
ET

 
RI

SK
 

Market risk 
 report 

Monthly Group  
Executive Board  
 

The report describes the Group's overall market risk exposure based on au-
thority granted for both the Group and the three acting units – Group Treas-
ury, Jyske Markets and BRFkredit. Moreover the report includes a descrip-
tion of liquidity positions that exceed the authorised limits as well as 
changes in authority granted.  

LI
Q

U
ID

IT
Y 

RI
SK

 Balance sheet, 
liquidity and 
funding profile 

Monthly Group Executive 
Board 

Information about the balance sheet development including changes in the 
deposits and lending components; the funding structure, refinancing risk 
and liquidity reserves relative to run off profile. Access to and pricing of 
capital markets funding are also reported. 

ILAAP Annually Group Supervisory 
Board, Group  
Executive Board  

Annual assessment of the Group's funding and liquidity adequacy profile 
with focus on the Group's liquidity status, managerial initiatives through-
out the year as well as the development of important key figures. 
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Internal risk management 
In the Group's internal risk management, risk-ad-
justed target returns are used in the form of RAROC as 
a general management tool. RAROC calculations give 
an overview of the risk and profitability of the various 
activities of the Group. RAROC calculations are based 
on economic capital, and the development in the gen-
eral credit quality of the portfolio, concentration risk 
and other capital elements are included in the assess-
ment. 
 
RAROC at division and business unit level forms an in-
tegral part of the reporting to the managements of 
business units, who determine activities for follow-up 
and any initiatives to reduce risk.  
 
RAROC is also applied at client and product level to 
measure results, to assess profitability as well as for 
pricing new loans. RAROC calculations and the facili-
ties for pricing are made available in profitability sys-
tems where employees and managers have access to 
current risk-adjusted profitability calculations at vari-
ous levels. The profitability systems allow for ex-
penses, including expenses relating to the financing of 
the loan.  
 
The profitability systems take into account the compo-
sition of the Group's credit portfolio, which means that 
concentration effects and diversification effects are re-
flected directly in the profitability calculations of new 
loans. If loans are granted to clients in sectors, for in-
stance, which are highly correlated with the market, 
this will result in higher capital requirements and 
therefore lower profitability. 

                                                                    
1 The number of directorships of the Group Supervisory Board and 

the Group Executive Board appears from Jyske Bank's Annual Re-
port. 

Economic capital 
Economic capital is a key element in the management 
of the Group's risk and capital structure as well as in 
the day-to-day financial management. Economic capi-
tal is the capital required to cover the Group’s unex-
pected loss one year into the future. One of the benefits 
of economic capital is an aggregate figure for all risk 
types.  
 
A number of internal models are used for the calcula-
tion of economic capital. The models are based on a 
VaR setup over a 1-year horizon for those risk types to 
which the Group wishes to apply quantitative model-
ling. The various risks covered by economic capital 
make varied demands on the technical portfolio risk 
modelling. Various sub-models are used that are spe-
cifically designed to reflect the characteristics of indi-
vidual risk types.  

 
Remuneration 
The pay policy at Jyske Bank is based on common sense 
and efficient risk management and applies to all com-
panies in the Group. Jyske Bank has therefore opted out 
of using actual bonus schemes with variable salaries. 
The Group's remuneration policy1, annual report on re-
muneration, policy on diversity and report on corpo-
rate governance are available at www.investor.jyske-
bank.com/investorrelations/governance.  

 
Reports from the Danish FSA 
The Danish FSA conducts risk-related inspections at 
Jyske Bank. Jyske Bank has adjusted its risk manage-
ment to the extent necessitated by the FSA's reports. 
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RISK-RELATED INSPECTION REPORTS FROM THE DANISH FSA IN 2016 
Inspection of operational 
risks 

The Danish FSA conducted an inspection of Jyske Bank's handling of operational risks. One element of the bank's 
management of operational risk is the registration of operational risk events that have caused the bank a loss. 
The bank was ordered methodically to register errors in connection with which losses have not been established 
but that could have resulted in losses. 
 
The bank has identified the risk scenarios in connection with which it assesses the risk to be particularly high. 
The FSA finds that the bank has conducted some relevant analyses. However, the Supervisory Board and the 
Executive Board must explicitly decide whether there is a need to prepare actions plans for these risks, or 
whether the Supervisory Board and the Executive Board can accept that the bank assumes the risks. Therefore 
the bank was ordered to make a decision on this issue. 
 
Considering that the bank is a systemically important financial institution, the FSA finds there is a need for more 
frequent internal reporting on operational risk and enhanced documentation of the bank's discussions of this, 
and therefore the bank was ordered to rectify these issues. 
 
Jyske Bank has adjusted its error registration and operational risk analysis setup according to the above. Re-
porting on operational risk now takes place quarterly. 
 

Thematic inspection of 
market risk 

In March 2016, the FSA conducted a thematic inspection at Jyske Bank A/S on the bank's management of inter-
est-rate risk with focus on hedging transaction in respect of market risk. Through the thematic inspection, the 
FSA assessed the management of interest-rate risk in the trading portfolio as conducted by management and 
also as conducted by the acting units. The FSA found that Jyske Bank A/S' management of interest-rate risk in 
connection with the bank's trading portfolio is essentially in compliance with the statutory requirements in the 
area. The FSA found, however, that there is a risk that the bank's own limits will be exceeded in the course of 
the day, and therefore the bank has been ordered to introduce further measures to ensure a continuously up-
dated picture of risk so that this risk is reduced. 
 
Jyske Bank has incorporated additional monitoring measures for interest-rate risk 2 in situations where limits 
are at the risk of being exceeded.    

Thematic inspection of 
new loans for owner- 
occupied and 
cooperative housing in 
growth areas 

In the first half of 2016, the Danish FSA conducted a thematic inspection at Jyske Bank A/S. The purpose was 
to examine the bank's risk tolerance in respect of new loans for financing of owner-occupied and cooperative 
housing in growth areas and to assess the bank's basis for decisions and compliance with credit policy and 
business procedures. The FSA assessed that the bank's risk tolerance was lower than the average for the in-
spected banks. Generally, the bank's credit policy and business procedures had not defined explicit require-
ments of the clients' financial ratios, but contained relevant general rules in respect of defining the risk profile 
wanted. 
 
The FSA established that there were many errors or omissions in the basis for decisions and that these were 
material in 28% of the loan authorisations. The errors and omissions concerned, for instance, the calculation of 
the disposable income, the assets and the debt-to-income ratio. Therefore the bank was ordered to ensure that 
the basis for decisions is improved to the effect that credit decisions are made on a true and fair and adequate 
basis. 
 
Due to the order, the bank has launched a number of initiatives, of which the two most important are:  

 Systems support through which the most material credit data on the client are gathered and of which the 
adviser will get an easy overview.  

 Focus on meticulousness and attitude training of both managers and advisers through meetings and webi-
nars on the importance of having a true and fair basis for decisions and on typical sources of errors. 
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Supervisory diamond 
The supervisory diamond defines a number of special 
risk areas including specified limits that institutions 
should generally not exceed. The supervisory diamond 
limits applicable to Jyske Bank A/S and BRFkredit a/s 
are shown below. 
 

THE SUPERVISORY DIAMOND FOR JYSKE BANK A/S 

  2016 2015 

Sum of large exposures < 125% of the  
adjusted capital base 0% 0% 
Increase in loans and advances < 20%  
annually 

6% -10% 

Exposures to property administration 
and property transactions < 25% of to-
tal loans and advances 

8% 7% 

Stable funding < 1 0.58 0.63 

Liquidity surplus > 50% 213% 204% 

 
At end-2016, Jyske Bank A/S met all the benchmarks 
of the supervisory diamond. 
 

THE SUPERVISORY DIAMOND FOR BRFKREDIT a/s 

  2016 2015 

Concentration risk < 100% 65.3% 81.1% 
Increase in loans and advances < 15% 
annually in the segment:   

Owner-occupied homes and vacation homes 12.7% 27.4% 

Residential rental property 7.5% 7.8% 

Agriculture - - 

Other sectors 6.2 6.4% 

Borrower's interest-rate risk < 25%   

Residential property 24.5% 23.5% 

Interest-only schemes < 10%   

Owner-occupied homes and vacation homes 9.2% 10.5% 

Loans with frequent interest-rate fixing:   

Refinancing (annually) < 25% 16.2% 22.4% 

Refinancing (quarterly) < 12.5% 10.3% 15.7% 

 
At end-2016, BRFkredit a/s met all the benchmarks of 
the supervisory diamond. 
 
 

Disclosure  
The 2016 report on risk and capital management 
serves as the Group’s main medium for disclosure of 
the information required in CRR. In addition to the re-
port a number of tables on www.investor.jyske-
bank.com/investorrelations/capitalstructure pro-
vides further details on a number of areas as per the 
transparency requirements from the CRR. The Group 
assesses the need for more frequent disclosure on an 
ongoing basis. The need for disclosure is assessed with 
a view to the materiality of the information.

http://www.investor.jyskebank.com/investorrelations/capitalstructure
http://www.investor.jyskebank.com/investorrelations/capitalstructure
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Capital management  

The objective of capital management is to optimise the 
Group's capital structure given the adopted risk pro-
file. 

 
The CRR implies the phasing in of increasing capital re-
quirements over the coming years. The table below 
shows the phasing in of the capital requirements. The 
2016 figures include the realised countercyclical 
buffer and pillar II requirement for Jyske Bank. 
 

CAPITAL REQUIREMENT  
INCL COMBINED  BUFFER REQUIREMENT 

%  2016 2017 2018 2019+ 

Common Equity Tier 1 capital 4.5 4.5 4.5 4.5 

Additional Tier 1 capital 1.5 1.5 1.5 1.5 

Tier 2 capital 2.0 2.0 2.0 2.0 

O-SII buffer 0.6 0.9 1.2 1.5 

Pillar II 2.0 2.0 2.0 2.0 

Capital conservation buffer 0.6 1.3 1.9 2.5 
Countercyclical buffer 0.0 0.0 2.0 2.5 

Total 11.3 12.2 15.1 16.5 

 
In 2016, Jyske Bank was again confirmed to be a sys-
temically important financial institution (O-SII). Con-
sequently the Group was subject to an additional capi-
tal buffer requirement of 0.6% throughout 2016. The 
requirement will increase to 0.9% in 2017.  When fully 
phased in, the requirement will amount to 1.5% for the 
Group, cf. the table.  
 
The Pillar II requirement of 2.0% is not statutory but 
institution specific. Jyske Bank estimates that the re-
quirement will be in the range of 1.5% to 2.5% over the 
coming years. As of 1 January 2017 a capital conserva-
tion buffer of 1.3% must be added to the capital re-
quirement, cf. the table. 
 
The countercyclical buffer is stated in the form of the 
highest possible requirement. As of December 2016 
the Danish Minister of Industry, Business and Finan-
cial Affairs has set a countercyclical buffer of 0%. Jyske 
Bank is however still subject to countercyclical buffers 
in the foreign countries in which the Group has expo-
sures. Due to a low level of foreign exposures, the cur-
rent countercyclical buffer for Jyske Bank is insignifi-
cant. 

                                                                    
2 The capital base is specified in further detail according to the re-

quirements as per the CRR on www.investor.jyskebank.com/in-
vestorrelations/capitalstructure. 

Jyske Bank's capital management objective as well as 
its risk appetite is to reach a capital ratio sufficient for 
the Group to continue its lending activities during a pe-
riod of difficult business conditions. Capital require-
ment is assessed on the basis of both internal and stat-
utory capital requirements.  
 
Jyske Bank's long-term capital management objective 
is a capital ratio of 17.5% and a Common Equity Tier 1 
capital ratio of 14%. At these levels, Jyske Bank meets 
the capital requirements including combined buffer re-
quirements and will at the same time have the re-
quired strategic scope in respect of its capital struc-
ture. At end-2016, the Group met both of these targets 
with a Common Equity Tier 1 capital ratio of 16.5% and 
a capital ratio of 18.3%. Jyske Bank will in the coming 
years strengthen the ratios above the targets in order 
to meet the regulatory requirements. 
 

CAPITAL RATIOS 

% 2016 2015 

Capital ratio (%) 18.3 17.0 

Tier 1 capital ratio (%)  17.7 16.5 

Common Equity Tier 1 capital ratio (%) 16.5 16.1 

 
Capital base 
At end-2016, the Common Equity Tier 1 capital 
amounted to 90% of the capital base against 94% at 
end-2015. The continued high proportion of Common 
Equity Tier 1 capital in the capital base demonstrates 
Jyske Bank's high quality capital base. The capital base 
is stated in the subsequent table2. 
 
Considering the strong capital position of the Group, 
Jyske Bank will continue to conduct a capital adjust-
ment with a view to optimising and balancing the cap-
ital structure and the capital levels in line with the 
long-term capital management objective and capital 
policy. The larger part of the adjustment is expected to 
be completed by the end of 2017, and Jyske Bank will 
in 2017 still explore, on an on-going basis, the possi-
bilities in the market for issuing supplementary capital 
instruments. 
 
Jyske Bank has now finalised its share buy-back pro-
gramme applicable during the period 1 July 2016 - 31 
December 2016. During this period of time, Jyske Bank 
bought back 3,238,215 shares worth DKK 1bn. 
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At Jyske Bank's annual general meeting in March 2017, 
the Supervisory Board proposes that 5,880,955 shares 
be cancelled to the effect that the number of shares are 
reduced from 95,040,000 to 89,159,045. 
The Group Supervisory Board will in March 2017 pro-
pose to the Annual General Meeting a motion for the 
distribution of ordinary dividend in the amount of DKK 
499m. 
 

CAPITAL BASE 

DKKm 2016 2015 

Equity 31,038 30,040 

Intangible assets -71 -88 

Deferred tax assets relating to  
intangible assets 

15 20 

Cautious valuation -268 -345 

Diff. between expected losses and  
impairment charges 

-89 -  

Share-buyback programme - -644 

Expected dividend -499 -499 

Other deductions -31 -81 

Common Equity Tier 1 capital 30,095 28,403 

Additional Tier 1 capital 2,250 907 

Other deductions -69 -98 

Tier 1 capital 32,276 29,212 

Tier 2 capital 1,298 403 

Diff. between expected losses and im-
pairment charges 

- 665 

Other deductions -220 -192 

Capital base 33,354 30,088 

Risk Exposure Amount 182,195 176,904 

 
Situations may arise necessitating a transfer of capital 
between the companies in the Group. The only limita-
tion preventing a quick transfer of capital from subsid-
iaries to the parent company is the circumstance that 
BRFkredit and Jyske Bank Gibraltar are subject to CRR. 
Therefore the transfer of capital must take place sub-
ject to the capital requirements of the individual sub-
sidiaries. There are no obstacles for a quick repayment 
of claims between parent company and subsidiaries. 
 
Leverage ratio 
A high leverage may cause the Group to be exposed to 
risks linked to sudden changes in market conditions 
and decreasing asset values with ensuing losses. The 
leverage ratio is a risk-neutral measure for the maxi-
mum extent of the balance-sheet leverage and is cal-
culated as recommended by The Basel Committee as 
Tier 1 capital relative to the Group's total non-
weighted exposures. 

                                                                    
3 The leverage ratio is specified in further detail according to the 

requirements as per the CRR on www.investor.jyskebank.com/in-
vestorrelations/capitalstructure. 

The EU has suggested a binding leverage ratio require-
ment of minimum 3% to be obtained by 31 December 
2019. This corresponds to a maximum leverage of 33 
times the Group's Common Equity Tier 1 capital.  
 
The Group Supervisory Board has adopted a policy for 
maximum leverage. To ensure a satisfactory develop-
ment of the balance sheet, the Group's balance sheet 
is considered in two sub-portfolios as it is assessed 
that the Group's banking and mortgage activities have 
different adequate leverage levels. The banking activi-
ties of the Group involve a higher risk in respect of li-
quidity and capital than do the Group's mortgage ac-
tivities, and therefore a higher acceptable leverage is 
applied to the mortgage activities than to the banking 
activities. 
 
Jyske Bank monitors the leverage with a view to avoid-
ing excessive leverage risk. The development of the lev-
els of leverage in the Group along with forward looking 
predictions are reported on a quarterly basis to the 
Group Supervisory Board and the Group Risk Commit-
tee. 
 
At end-2016, the leverage ratio for the Group was at 
5.4%3. In spite of the strategic focus on home loans, 
which cause an increase in the leverage ratio balance, 
the leverage ratio in the Group has increased slightly 
over the past year due to consolidation.  
 

LEVERAGE RATIO 

% 2016 2015 

Jyske Bank Group 5.4 5.3  

 
ICAAP and capital requirement 
Jyske Bank’s ICAAP (Internal Capital Adequacy Assess-
ment Process) forms the basis of the assessment of the 
Group’s capital structure and hence the determination 
of the Group's capital requirement. The assessment is 
based on the current relation between the Group's risk 
profile and capital structure as well as forward-looking 
considerations that may affect this. Stress tests are 
used to model the micro- and macroeconomic factors 
to which Jyske Bank is exposed. 
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Capital requirement  
The capital requirement expresses the Pillar I regula-
tory requirements of 8% of the total risk exposure 
amount with additions for above normal risk under Pil-
lar II. It thus expresses Jyske Bank's own assessment 
of the capital requirement given the Group's risk pro-
file and reflects the Group's own data, experience and 
management.   
   
Jyske Bank has been approved to apply the advanced 
internal rating-based approach (AIRB) to the measure-
ment of credit risk. The approval extends to the appli-
cation of advanced methods for calculation of the cap-
ital requirement for the main part of the Group's credit 
portfolio. 
 
The capital requirements for market risk and opera-
tional risk are calculated according to the standardised 
approaches.  
 
The development of the capital requirements for credit 
risk, market risk and operational risk is outlined in the 
table below and described in the chapters covering the 
individual risks.  
 
CAPITAL REQUIREMENTS BY RISK TYPE  

DKKm 2016 
% of 
REA 

2015 
% of 
REA 

Pillar I     

Credit risk 11,246 6.2 11,119 6.3 

Market risk 1,967 1.1 1,689 1.0 

Operational risk 1,363 0.7 1,344 0.8 

Capital requirement, Pillar I 14,576 8.0 14,152 8.0 

Pillar II     

Credit risk 2,383 1.3 3,475 2.0 

Market risk 821 0.5 130 0.1 

Operational risk 435 0.2 371 0.2 

Other 66 0.0 456 0.3 

Capital requirement, Pillar II 3,705 2.0 4,432 2.5 

Total 18,281 10.0 18,584 10.5 

Capital requirement accord-
ing to the transitional 
provisions 

18,571 10.2 16,860 9.5 

 
The Pillar I capital requirement end-2016 is slightly in-
creased compared to end-2015 while the Pillar 2 re-
quirement has decreased substantially. In total, the 
capital requirements have decreased about DKK 300m 
in 2016.  The capital requirement according to the 
transitional provisions are higher than the total capital 
requirement excluding the combined buffer require-
ment as of end-2016. The capital requirement accord-

ing to the transitional provisions has increased sub-
stantially from end-2015 to end-2016 as a result of the 
increase in home loans. 
 
From mid-2016, Jyske Bank applies a 8+ setup when 
determining the capital requirement as opposed to an 
earlier approach with a bottom up method based on 
economic capital calculations.  
 
Throughout the ICAAP, analyses are carried out for 
each risk type addressing qualitative as well as quan-
titative elements with regard to monitoring and ongo-
ing quality assurance, including evaluation of model 
assumptions. The analyses cover relevant risk factors 
within each risk type in accordance with current legis-
lation.  
 
In respect of credit risk, a precautionary buffer is added 
in connection with weak exposures. This buffer is cal-
culated on the basis of an extra cautious assessment 
of elements forming part of the measurement of these 
exposures. Moreover, capital additions are made for 
concentration risk and for the uncertainty relating to 
the determination of maturities for corporate clients 
with poor credit quality. Precautionary additions are 
made to allow for uncertainty in the credit models. 
 
To address the risk of an adverse development in the 
interest rate spread on Danish covered bonds a market 
risk capital addition is made on the basis of a stress 
scenario. 
 
A capital addition is made to allow for additional ex-
penses relating to the provision of unsecured capital 
market funding and money market funding from pro-
fessional counterparties under a stress scenario. 
 
The calculation of capital for operational risk is based 
on the REA value of operational risk with an addition 
for higher than normal risk. Capital additions are made 
for the uncertainty relating to the outcome of pending 
court cases. 
 
Capital buffer  

The capital buffer denotes the maximum sustainable 
loss without the need for additional capital. The capital 
buffer of 7.0 percentage points offers a satisfactory ba-
sis for continuing growth.  
 
 
 
 



Capital management 
 

JYSKE BANK RISK AND CAPITAL MANAGEMENT 2016 14 

CAPITAL REQUIREMENT AND CAPITAL BUFFER 

DKKm  2016 
% of 
REA  

2015 
% of 
REA  

Capital base 33,354 18.3 30,088 17.0 

a) Tier 1 capital 32,276 17.7 29,212 16.5 

Of which hybrid capital 2,250 1.2 907 0.5 

Of which hybrid capital af-
ter deductions 

2,181 1.2 809 0.5 

b) Tier 2 capital 1,078 0.6 876 0.5 

Capital requirement 18,281 10.0 18,584 10.5 

     Capital conservation buffer 1,139 0.6 - 0.0 

O-SII buffer 1,093 0.6 531 0.3 

Countercyclical buffer 15 0.0 28 0.0 

Capital requirement +  com-
bined buffer requirement 

20,528 11.3 19,143 10.8 

Capital buffer 12,826 7.0 10,945 6.2 

 
 
Group recovery plan 

The  recovery and resolution of credit institutions and 
investment firms’ directive (BRRD) requires financial 
institutions to draw up recovery plans, which should 
be used in the unlikely event that the institution 
should be in serious financial trouble. The  Jyske Bank 
Group is designed to facilitate the continuity of the 
Group’s critical business processes in the event of sig-
nificant financial stress.  
 
The recovery plan contains a number of recovery op-
tions that can be undertaken. These have been tested 
against different stress scenarios to ensure that the 
Group is able to recover under different circumstances.  
 
The recovery options can be divided into three different 
types of recovery options: 

 Recovery options aiming to improve the capital ra-
tio of the Group. 

 Recovery options aiming to improve the liquidity 
of the Group. 

 Recovery options of which the focus is to improve 
the profitability by reducing the cost base of the 
Group either through disposal or cost reductions.  

 

The recovery plan includes recovery indicators, which 
are quantitative and qualitative indicators that moni-
tor the development in capital, liquidity, profitability 
and asset quality of the Group and in relevant macro-
economic and market-based indicators.  The indicators 
serve as potential warnings to allow early identifica-
tion of an adverse development in the Group. As an in-
tegrated part of risk management of the Group, the in-
dicators are monitored and reported quarterly to the 
Group Supervisory Board, the Group Executive Board 
and the Group Risk Committee, who will consider and 
act upon adverse developments.  
 
The recovery plan contains a detailed mapping of busi-
ness lines, departments and functions within the Jyske 
Bank Group enabling the Danish FSA to get a complete 
picture of all the activities within Jyske Bank. 
 

Stress test  
Stress testing is an important element in Jyske Bank’s 
approach to projecting the capital base and relevant 
capital requirements. Moreover, stress tests are suita-
ble to assess the Group’s capital management objec-
tive in a forward-looking perspective. 
 
Stress testing is used in a number of respects. Stress 
testing characterised as sensitivity analyses of the im-
pact on the risk measurement from various parame-
ters is applied as is extensive scenario-based stress-
testing of the importance of cyclical changes. Further-
more, reverse stress testing is carried out with a view 
to test the Group’s capacity for loss.  
 
An objective of the stress test analyses is to gauge 
whether the future risk level of a certain scenario can 
be covered by excess capital, given the Group's earn-
ings, capital policy and management objective as well 
as its risk profile. The results of the stress test analyses 
are also used, for instance, to assess whether the cap-
ital level and the quality of the capital suffice and con-
sequently whether it is necessary to implement 
measures from the Group’s recovery plan.  
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Scenarios 
The stress test analyses rest on various macroeco-
nomic scenarios. These include a scenario of the ex-
pected development as well as scenarios of various 
stages of recession in the Danish economy. The defini-
tion of recession scenarios rests on assessments of the 
areas deemed to be most at risk and on the circum-
stances that are of the highest importance for the 
Group's exposure to risk at the time.  Expected conse-
quences of future regulation are also taken into ac-
count. Examples of scenarios applied appear below.  
 

Processes and models 

The scenarios play a key role in the projection of the 
consolidated profit, balance sheet and capital struc-
ture. The scenario projections are based on model-
based calculations as well as expert assessments.  
 
Interaction of the methods is ensured, as past experi-
ence from the model-based approach is combined with 
considerations about Jyske Bank’s current business 
structure and risk profile. The scenario projections of-
fer a broader overview of the Group's sensitivity to the 
economic development.  
 

Reverse stress testing is applied as an important sup-
plement and in order to put the regular stress tests 
into perspective. Reverse stress testing enables a bet-
ter understanding of the current and potential vulner-
abilities of the Group, as well as circumstances under 
which the Group’s business model would become unvi-
able. 
 

Processing of results 

The stress scenario results in deterioration of the earn-
ings capacity and in a higher level of risk. Both of these 
elements reduces the gap between the actual capital 
base and the capital requirements in relation to the ex-
pected scenario.  
 
Despite the large impairment charges under the stress 
scenario, the outcome of the analyses of the stress sce-
nario shows that both the capital base and the capital 
ratio will remain at a satisfactory level even under a 
very severe stress scenario.  
 
 

 

APPLIED SCENARIOS 2017 – 2019 
Expected scenario   The expected scenario describes the most likely scenario for the Danish economy. The recovery in the Dan-

ish economy will continue in the coming years with steady growth. It is expected that unemployment will 
remain at low levels over the coming three years and house prices will increase moderately. Interest rates 
are expected to stay at a low level in the coming years. 

Stress scenario The stress scenario implies that the economy slides into a deep recession. A significant weakening of the 
confidence among Danish enterprises and households will result in a decrease in private consumption and 
the housing market will be affected by steep price drops. Another setback in the global economy will also 
reduce demand, leading to falling exports. Interest rates are expected to remain at the current low levels. 

 
DEVELOPEMENT IN KEY MACROECONOMIC VARIABLES (DENMARK) 

  Expected scenario Stress scenario 

  2017 2018 2019 2017 2018 2019 

GDP 1.6% 1.7% 1.3% -4.4% -0.9% 1.5% 

Private consumption 1.6% 1.8% 1.5% -3.6% -1.8% 1.0% 

Unemployment rate (gross) 3.5% 3.3% 3.4% 5.6% 8.9% 8.0% 

House prices 3.5% 3.0% 2.0% -12.3% -7.0% 2.0% 

Money-market rate (average for the year) -0.2% -0.2% -0.2% -0.2% -0.3% -0.2% 

Bond yield (average for the year) 0.5% 0.5% 0.5% -0.1% -0.1% 0.2% 
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External stress tests 
Stress testing financial institutions is becoming an in-
creasingly important aspect of both national and inter-
national authorities’ efforts to ensure integrity of fi-
nancial markets and stability of the financial system.  
 
The Group participates in external stress testing exer-
cises facilitated by the Danish FSA as well as by the 
EBA. The Danish FSA conducts annual macroeconomic 
stress testing exercises and a larger EBA stress testing 
exercise is conducted at least every second year.   
 
In 2016, Jyske Bank participated in a comprehensive 
EBA stress test of a number of financial institutions 
across the EU. Measured by Common Equity Tier 1 cap-
ital ratio, the Group was among the best performing in-
stitutions both nationally and internationally4. The re-
sults of the stress test confirmed the robust capital 
structure of the Group. 

 

New legislation 
Currently there is a high number of new regulatory re-
quirements or revisions to existing regulatory require-
ments, which are being processed both in the Basel 
Committee and within the European Union legislative 
system. Below is a short description of the legal 
changes, which is expected to impact Jyske Bank the 
most over the coming years.  
 
In addition to the requirement of recovery planning, 
the BRRD also sets minimum requirements for own 
funds and eligible liabilities (MREL). MREL is the EU ver-
sion of the TLAC (Total Loss Absorbency Capacity) from 
the Financial Stability Board in Basel. Both concepts 
were introduced to ensure that financial institutions in 
financial troubles can be winded up without losses for 
the taxpayers. Both concepts imply that financial insti-
tutions must have sufficient equity and liabilities that 
can be converted into new equity in the event of a sit-
uation where the institution cannot survive without 
new capital. This process is often referred to as a bail-
in situation where senior lenders will have their loans 
converted into equity in the distressed credit institu-
tion or the debt will be written down. The Danish FSA 
has announced that the MREL requirement will be set 
during 2017 followed by a 5-year build-up phase.   
 

                                                                    
4 https://www.finanstilsynet.dk/en/Tilsyn/Resultater-af-
EU-tests/EU-stresstest-2016 

Based on the previous announcements from the Dan-
ish FSA, Jyske Bank does not envision that it will be in 
need of any significant amount of neither capital, nor 
subordinated loans or senior debt due to future MREL 
requirements. However, the current senior debt will 
most likely have to be replaced by subordinated bail-
inable senior debt when the current senior debt ma-
tures. Mortgage credit institutions are exempt from 
the MREL requirement, but instead they have to hold a 
debt buffer of 2% of the total non-weighted loans.  
 
New capital requirement regulation by the EU 

CRD IV/CRR is the comprehensive set of rules that im-
plements the Basel III rules in Europe. The general pur-
pose of CRR is to strengthen the capital structure of the 
European financial institutions and to ensure a level 
playing field among European financial institutions. 
The CRR is currently under revision and the main 
change will be the introduction of the revised require-
ments for the calculation of capital requirements in 
the trading book (FRTB). It is expected that the revised 
CRR will take effect from 2018 and the new trading 
book requirements will be applicable from 2020. The 
new FRTB requirements will most likely necessitate 
changes to current definition of the banking book ex-
posures and the trading book exposures. Another sig-
nificant change to CRR will be the introduction of the 
Net Stable Funding Ratio (NSFR), which is a ratio with 
the purpose of ensuring that credit institutions meet 
certain minimum requirements in connection with 
their long-term provision of liquidity. The European 
Commission has proposed to make the NSFR a binding 
requirement from 2020.  
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New guidelines from BIS 

The Bank for International Settlements (BIS) continues 
its work on its declared objective to ensure a further 
strengthening of the capital structure of the institu-
tions (this work is often referred to as Basel IV require-
ments). Jyske Bank is actively monitoring the regula-
tory developments and regularly publicly comments 
on newly drafted laws. During 2016, Jyske Bank partic-
ipated in a number of quantitative impact studies from 
the Basel Committee, the EBA and the Danish FSA.   
 
New future regulation known as Basel IV includes: 

 Limitations on the use of the internal rating based 
method for calculation of own funds requirements 
for credit risk. The Basel Committee has proposed 
to introduce certain limitations on the use of in-
ternal models. The most significant requirement is 
the so-called input floor, which is a minimum re-
quirement on the estimated loss given default 
(LGD). This is a requirement, which potentially can 
increase the own funds requirements for mort-
gage loans with low loan–to-value significantly.  

 A new standardised approach for the determina-
tion of credit risk is expected to be finalised during 
the first quarter of 2017. The new standardised 
approach will only be of indirect importance to 
Jyske Bank, as the Group has been approved to use 
the advanced approach for credit risk, due to the 
so-called output floor, which is a requirement ap-
plying to all advanced banks. In the future, the re-
vised floor has to be calculated on the basis of the 
new standardised approach as opposed to cur-
rently where it is calculated based on the old Basel 
I approach. As the new standardised approach has 
not been finalised and because the size of the out-
put floor is still being discussed it is too early to 
estimate, to what extent the new output floor will 
increase Jyske Bank's capital requirements.

With respect to capital, Jyske Bank is in a robust 
position to meet all future, known regulatory re-
quirements.  Jyske Bank monitors closely the inter-
national work on the completion of further capital 
requirement initiatives to ensure, with due care 
and diligence, that the Group can meet all new re-
quirements well before their implementation 
deadlines. 

 
 
. 
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Credit risk  
 

 In 2016 the exposure increased by 5% and the 
own funds requirement for credit risk in-
creased by 1%. 

 Continued growth in home loans increased ex-
posures as well as the own funds require-
ment. 

 Exposure in repo products decreased without 
any significant effect on the own funds re-
quirement. 

 
Credit policy and responsibility 
Jyske Bank’s Group Supervisory Board lays down the 
overall guidelines for credit granting within the Group, 
and the largest exposures are presented to the Group 
Supervisory Board for approval. The Group Supervisory 
Board delegates limits to the members of the Group Ex-
ecutive Board.    
 
Credit risk is managed through Jyske Bank’s credit pol-
icy with the objective to keep Group risk at an accepta-
ble level in relation to the capital base and business 
volume of the Group, given the general trend in the 
Danish economy. Client transactions with the Group 
must generate a satisfactory long-term return accord-
ing to RAROC principles.  
 
Specific credit policies have been formulated for all ar-
eas in which the Group undertakes credit risk, and 
credit risk levels and undesirable types of business 
have been identified. The policies are regularly ad-
justed to meet current requirements and adapted to 
the management tools available to account managers 
and the monitoring functions.  
 
Credit risk is managed on the basis of the Group's 
credit risk models which are used for various purposes, 
for instance in connection with the advisory services 
offered to the Group’s clients, and in management re-
porting. 

 
Limits and authorisation 
Jyske Bank attaches great importance to its decentral-
ised credit-authorisation process. 

The limit structure is in line with the hierarchy below, 
where for each level it is clearly stated which amounts, 
instances and segments are covered by the limit. The 
main principle is that regularly occurring credit cases 
can be authorised decentrally, whereas credit-related 
decisions for major or more complicated cases are au-
thorised centrally. 
 

  
 
Limits are delegated to account managers individually. 
Decisions about applications over and above the limits 
delegated to account managers are made by the Credit 
Division. Credit-related decisions above the limits of 
the Credit Division are made by the Group Executive 
Board for credit cases at Jyske Bank A/S, whereas the 
supervisory boards of the individual subsidiaries au-
thorise cases involving clients of the subsidiaries. The 
Group Executive Board is represented in the supervi-
sory Board of the subsidiaries.  
 

The credit process and monitoring 
Together with policies and business procedures, the 
credit processes form the basis ensuring that the 
granting of credit is based on sound risk taking and 
prudent loss minimisation.  
 
The basis of each authorisation of credit is the client's 
ability to repay the loan. A central element in the as-
sessment of the creditworthiness of corporate clients 
is their ability to service debt out of cash flows from 
operations in combination with their financial 
strength. In respect of personal clients, their debt ser-
vicing ability, as reflected in budgets and disposable 
income (before and after the raising of the loan), is de-
cisive.  

LIMIT STRUCTURE

Group Supervisory Board

Group Executive Board

Credit Division

Banking

Retail Commercial

Supervisory Boards 
for subsidiaries

Mortgage
Credits

Retail Commercial

Other
subsidiaries
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The extent of data and analyses depends on the client's 
financial situation and the complexity of the case and 
may therefore vary from case to case. 
 
The provision of collateral is a material element in 
credit granting in order to minimise the Group's future 
losses.  
 
Monitoring of the credit risk positions of the Group is 
carried out by two departments, Risk Management and 
Credit Risk Supervision. Both of these departments are 
separated from client-oriented functions. 
 
Large exposures 
Large exposures are monitored on a regular basis in ac-
cordance with CRR, including exposures larger than 
10% of the Group's capital base. At end-2016, no expo-
sures exceeded 10% of the capital base. Four exposures 
amounted to between 5% and 7.5% of the capital base 
and no exposures were between 7.5% and 10% of the 
capital base. 

Risk models 
The Group applies the advanced approach to calculate 
the own funds requirement for the majority of the 
Group's credit portfolio. The Group makes exceptions 
for exposures to governments and public sector enti-
ties, central banks and institutions, which are conse-
quently processed according to the standardised ap-
proach.  In connection with the merger of Jyske Bank 
and BRFkredit, an on-going adjustment of the AIRB risk 
models across the Group will take place if this is con-
sidered appropriate on the basis of a business assess-
ment or due to statutory requirements. 
 
In the credit modelling, key parameters are the client's 
probability of default as well as the extent of the cli-
ent's exposure and collateral provided at the time of 
default.  
 
Credit assessment and PD 
Credit procedures are adjusted to match the level of 
risk on individual exposures. The key element is the cli-
ent’s credit quality, referred to as credit rating, as this 
expresses the likelihood of the client defaulting during 
the coming year (PD).  'Default' occurs when an obligor 
is considered unlikely to meet his obligations to the 
Group. By far, most clients are awarded a PD on the ba-
sis of statistical credit scoring models developed inter-
nally in the Group. Very large enterprises and enter-
prises within special sectors are, however, awarded a 
PD on the basis of an assessment by an independent 
expert. 

Examples are financing companies, financial institu-
tions and governments. In those cases, external rat-
ings, if available, will primarily form the basis of the in-
ternal credit rating of the client. 
 
Many factors are relevant for the calculation of a cli-
ent's PD. Specific factors relating to the client are con-
sidered, but factors relating to the situation of the cli-
ent are also taken into account. The calculation of PD 
therefore takes into account financial data, changes in 
transaction data, management and market circum-
stances, industrial assessments etc. Also included are 
specific warning signals in relation to the client’s 
credit quality, payment profile and loss history. 
 
In order to reach the best possible overview of client 
credit quality, PD is mapped into internal credit ratings 
at Jyske Bank. Jyske Bank’s credit ratings are on a scale 
from 1 to 14, 1 being the highest credit quality (the 
lowest PD) and 14 the lowest credit quality (the high-
est PD). The scale is constant over time so that clients 
migrate up or down depending on their PD. PD-levels 
relative to the actual development of the default rate 
are monitored quarterly. Necessary adjustments are 
made partially relative to the long-term average, 
which method is termed a PD hybrid model. 
 
At BRFkredit, the PD is translated into 9 rating classes, 
where rating class 9 designates clients in default. 
Work is undergoing to harmonise the number of rating 
classes in the Group. 
 
The subsequent table shows the mapping between 
credit ratings, PD and external ratings at end-2016. 
   

INTERNAL RATINGS AND PD BAND 

JB Credit 
rating 

BRFkredit 
Credit 
rating 

PD band (%) 
External rating 

equivalence 

1  0.00 - 0.10 Aaa-A3 

2 1 0.10 - 0.15 Baa1 

3  0.15 - 0.22 Baa2 

4  0.22 - 0.33 Baa3 

5 2 0.33 - 0.48 Ba1 

6  0.48 - 0.70 Ba2 

7 3 0.70 - 1.02 Ba3 

8  1.02 - 1.48 B1 

9 4 1.48 - 2.15 B1-B2 

10 5 2.15 - 3.13 B2 

11  3.13 - 4.59 B3 

12 6 4.59 - 6.79 Caa1 

13  6.79 - 10.21 Caa2 

14 7 and 8 10.21 - 20.0 Caa3/Ca / C 

Note: BRFkredit's rating class 8 includes PDs above 20%. 
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The Group's internal credit ratings and the mapped 
BRFkredit credit ratings aim to assess the credit risk in 
a one-year perspective, while external ratings (Aaa - C) 
aim to assess the credit risk in a longer perspective. 
The mapping between the internal credit ratings, 
BRFkredit credit rating and the external credit ratings 
is based on the currently observed default frequency 
for companies rated by BRFkredit and Moody's. The 
mapping between JB credit rating, BRFkredit credit rat-
ing and external ratings is therefore dynamic. Obser-
vations are made on at least a quarterly basis to deter-
mine whether changes are to be made in the mapping. 
 
If the credit rating calculated by the model is consid-
ered to be inadequate, independent credit experts may 
review the credit rating of corporate clients at the re-
quest of the relevant account manager. 
 
Credit exposure 
Credit exposures are quantified by means of EAD. EAD 
reflects the exposure at default in the event of the cli-
ent defaulting in the course of the next twelve months. 
A client’s overall EAD depends on client-specific fac-
tors and the specific products held by the client. For 
most product types, EAD is calculated on the basis of 
statistical models, while a few product types are based 
on expert models. 
 
For loans with a fixed principal, the only element of un-
certainty is the time until possible default. Uncertainty 
is higher, however, for credit facilities under which the 
client may draw up to a maximum. In those cases the 
amount drawn by the client at the time of loss is deci-
sive. This can be modelled by means of client-specific 
factors and the circumstances surrounding the expo-
sure. 
 
Guarantees and credit commitments are special prod-
ucts inasmuch as a certain event must take place be-
fore they are utilised. It is therefore material to assess 
the probability and the extent of utilisation of the prod-
uct in the event of the client defaulting within the next 
twelve months. In this regard, the EAD parameters are 
based mainly on expert assessments: the Group has 
recorded very few default events over time, so the 
available data are too meagre for statistical modelling 
as such. In respect of guarantees, there is a sufficient 
amount of data for statistical modelling. 
 

In respect of financial instruments, EAD is measured 
according to the market-value method for regulatory 
calculation, while for internal management purposes, 
the more advanced EPE method is used - for further de-
tails about both methods, please see the section on 
counterparty credit risk. 
 
Collateral 
With the objective of limiting credit risk, the need to 
demand collateral will be considered for each exposure 
on its merits. As a main rule, clients are required to 
provide full or partial collateral for their exposures. The 
Group's mortgage loans are always secured by mort-
gages on immovable property, and also in a large num-
ber of cases, guarantees are provided by third parties 
in connection with cooperation with other financial in-
stitutions. In connection with loans for social housing, 
guarantees are provided by municipalities and the gov-
ernment. 
 
Collateral received is a main element of the Group’s as-
sessment of Loss Given Default (LGD). LGD is the part 
of the Group's total exposure to a client which the 
Group expects to lose in the event of the client default-
ing within the next twelve months. A client's LGD de-
pends on specific factors concerning the client, but 
also on the commitment and the collateral provided. 
Overall, LGD also depends on Jyske Banks ability to col-
lect receivables and liquidate collateral. 
 
The modelling of LGD at the Group is divided into two 
main areas: The part of the account that is secured by 
collateral and the unsecured part. With unsecured 
debt, the proportion of a client's unsecured debt which 
the Group will be able to collect is estimated. Client-
specific circumstances and other circumstances with 
regard to the commitment are decisive for LGD. For the 
secured debt, the expected proceeds from liquidation 
of collateral are estimated. Here the type of collateral 
held by Jyske Bank is decisive as well as the liquidity of 
the assets. Where comparatively rare assets are con-
cerned, an expert estimate of the proceeds is obtained, 
whereas statistical estimates are used for more fre-
quent asset classes such as vehicles, real estate and 
securities. Also, on-going adjustments take place of 
the risk models for calculation of the expected pro-
ceeds on the basis of business requirements or due to 
new statutory requirements. 
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The models relating to real property and vehicles in-
clude on-going updating of the collateral value, taking 
into account, among other things, market-related 
changes in value, ranking of the loan and wear and 
tear. The on-going updating of the values of real prop-
erty will also ensure compliance with the requirements 
relating to the monitoring of LTV limits of the covered 
bonds according to the rules on possible, further sup-
plementary capital.  
 
In the calculation of the own funds requirement, LGD 
estimates are used which reflect the expected loss 
rates of the Group in the event of an economic down-
turn. The levels of loss have been calibrated to the pe-
riod at the end of the 1980s and the beginning of the 
1990s. LGD estimates are calculated on the value of 
the collateral applied to lower credit risk.  
 

Development in REA  
The Group’s risk-weighted exposure amount (REA) for 
credit risk increased by 1% in 2016, which is the result 
of an increase by 2% related to the AIRB approach and 
a 7% decrease related to the standardised approach. 
At the same time, the exposures increased by 5%. The 
increased exposure level is primarily associated to the 
increased volume of fully collateralised mortgage 
loans.  
 

EAD AND RISK-WEIGHTED EXPOSURE FOR CREDIT RISK 

DKKm 2016 2015 Change  

EAD 559,827 535,283 5% 

REA for credit risk 138,923 137,325 1% 

Note: The risk-weighted exposure amount is exclusive of CVA risk, 
which at end-2016 amounted to DKK 1,654m compared to DKK 
1,662m at end-2015. 

 
Development in exposures and collateral  
The following tables show the breakdown of exposures, 
collateral and risk-weighted exposure amount accord-
ing to the standardised approach and the AIRB ap-
proach.  
 
For the standardised approach, the development in ex-
posures can essentially be attributed to the increase in 
exposures by DKK 10bn to multilateral development 
banks and the decrease in exposures to institutions 
(DKK -2bn) and central banks (DKK -2bn). The develop-
ments for multilateral development banks are mainly 
related to repo product covered by collateral. Multilat-
eral development banks receive a 0% risk weight ac-
cording to CRR.  
 

Institutions are affected by several effects. The expo-
sure change is the result of a decrease in repos and a 
slightly smaller increase in financial instruments. The 
effect on REA is reduced throughout 2016 due to the 
following factors.  

 Jyske Bank began to identify short-term prod-
ucts (< 3 months residual maturity) that qual-
ify for reduced risk weighting compared to 
other institutional exposures; 

 Better credit quality of new repos compared 
to expired repos; 

 An overall decrease in business volume to in-
stitutions in BRFkredit. 

 
In addition to the REA development described for insti-
tutions, REA related to the equity exposure class in-
creased in 2016 because of increased holdings as well 
as higher stock values. 
 
The increase in financial collateral in 2016 can almost 
entirely be attributed to collateral related to the repo 
increase for multilateral development banks and the 
decrease related to institutions. 
 
The Group's average risk weight according to the 
standardised approach decreased from 20.8% to 17.9% 
throughout 2016, which can primarily be attributed to 
the development for institutions described previously.
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BREAKDOWN OF COLLATERAL BY EXPOSURE TYPE ACCORDING TO THE STANDARDISED APPROACH  

DKKm Exposure 
Financial  
collateral 

REA 2016 REA 2015 

Central governments or central banks 4,933 48   -   - 

Regional governments or local authorities 8,357 2,882 0 0 

Public sector entities 259 197 12 0 

Multilateral development banks 9,708 6,407   -   - 

International organisations   -   -   -   - 

Institutions 46,805 31,205 4,501 6,086 

Corporates 3,018 1,130 1,648 1,743 

Retail 1,159 851 230 400 

Secured by mortgages on immovable property 2,078   - 716 797 

In default 1,456 134 705 630 

Exposures associated with particularly high risk   1 1   -   - 

Institutions with a short-term credit assessment 340   - 170 153 

Covered bonds 2,310   - 231 267 

Equity 3,024   - 6,727 6,064 

Total 2016 83,447 42,853 14,939   

Total 2015 77,645 39,493  16,140 

Note: It should be noted that exposures to central banks, central governments and government units are risk-weighted by 0%, and therefore 
financial collateral does not provide any credit risk mitigating effect for these counterparties. The risk weighting for defaulted clients are highly 
correlated with the level of provisions associated. According to the standardised approach, real property collateral equals the exposure class 
secured by mortgages on immovable property and are therefore not shown explicitly. 
 
 
In connection with the AIRB approach, the exposure 
development (DKK 17bn) can be attributed to a slight 
decrease in the exposures to corporate clients (DKK -
3bn) and a considerable increase for the retail expo-
sure class (DKK 20bn).  
 
For corporate clients the development related to the 
following factors: 

 Increased mortgage lending to corporate cli-
ents in BRFkredit (DKK 12bn), which is associ-
ated with an almost similar increase in real 
property collaterals. 

 A large decrease in repo exposures (DKK -
23bn) with an associated decrease in finan-
cial collaterals. 

 An increase in exposures to financial instru-
ments (DKK 5bn), of which a fair share can be 
attributed to the USD appreciation during 
2016. These exposures are largely covered by 
financial collaterals, and therefore do not add 
significantly to REA. 

 Increased exposures to corporate clients in 
Jyske Bank A/S for which the collateralisation 
coverage was increased (DKK 3bn); hence REA 
was not affected considerably. 

The increase in the retail exposure class related pri-
marily to the continuous sales of home loans in Jyske 
Bank A/S, which were subsequently transferred to 
BRFkredit a/s. 
 
In total the AIRB portfolio REA has increased by DKK  
1.8bn compared to end-2015, of which corporates de-
creases by DKK 0.8bn and retail increases by DKK 
2.6bn. 
 
The Group’s average risk weight according to the AIRB 
approach decreased from 25.5% to 25.0% over the year, 
which is a natural consequence of the high degree of 
collateralisation for the increased exposure level. 
 

. 
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 REA 2015 

Corporates, total 260,294 140,467 43,873 8,296 4 2,562 77,340 78,096 

Large corporate clients 204,578 134,719 37,023 2,112 3 741 51,299 45,131 

Specialised lending 412   -   -   -   -   - 326 275 

SME corporates 55,305 5,748 6,850 6,184 1 1,821 25,716 32,689 

Retail, total 208,327 173,268 1,630 5,362 6 56 39,728 37,187 

Real property, personal 174,270 167,640   -   -   -   - 29,463 26,126 

Real property, SMEs 8,531 5,628   -   -   -   - 2,392 2,508 

Other retail, private 17,799   - 1,097 3,770 2 30 5,310 5,797 

Other retail, SMEs 7,727   - 533 1,592 3 26 2,563 2,756 

Total 2016 468,620 313,736 45,503 13,658 10 2,618 117,068   

Total 2015 451,552 281,607 64,263 12,599 5 2,520  115,283 

Note: The above does not include collateral of DKK 1.9bn at end-2016 recognised with a direct substitution impact, where exposures are trans-
ferred to other counterparties. The table does not include securitisations and assets without counterparties. 
 

The table below shows an overview of exposures by 
sectors. The increase in the corporate exposure class 
relates primarily to the real property sector with a 
great deal of new clients in BRFkredit. The decrease in 
the finance and insurance sector relates to an overall 
decrease in repo exposures. The overall decrease in 
repo exposures should be seen in the context of the 
continuous regulatory restraints relating to these kind 
of exposures. 
 

 
The continued success of home loans results in an in-
crease in exposure in the personal clients sector. The 
reduction of certificates of deposits with Danmarks 
Nationalbank is the primary reason for the decrease in 
exposure to the governments sector. 
 
A new large client accounts for the main part of the in-
crease in exposures to the public authorities sector. 
This had no effect on the risk weighted exposure 
amounts, as it is a client with a 0% risk weight.

EXPOSURES BROKEN DOWN BY SECTOR 

DKKm 

Exposures according 
to the AIRB method 

Exposures according to   
the standardised  

approach 
Total 2016 Total 2015 

Banks and mortgage credit institutions   - 52,831 52,831 51,402 

Construction 5,763 29 5,792 4,531 

Energy supply 5,534 20 5,554 5,775 

Real property 131,411 246 131,657 119,170 

Finance and insurance 53,763 11,148 64,911 80,410 

Manufacturing, mining, etc. 13,753 168 13,921 13,094 

Commerce 13,976 44 14,020 13,153 

Information and communication 1,093 4 1,097 1,013 

Agriculture, hunting, forestry and fishing 11,017 30 11,047 11,530 

Public authorities 367 10,361 10,727 8,405 

Governments   - 3,864 3,864 5,405 

Transport, hotels and restaurants 5,739 166 5,905 5,624 

Other sectors 20,413 1,123 21,536 20,298 

Personal clients 205,791 3,415 209,205 189,388 

Total 468,620 83,447 552,068 529,197 

Note: The table does not include securitisations (DKK 990m) and assets without counterparties (DKK 6,769m). 
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Development in bank loans  
Exposures in Jyske Bank A/S decreased in 2016 by DKK 
2bn (-0.6%), which was primarily a result of a decrease 
in repo exposures. There were increased exposures in 
most of the other product categories. Home loan expo-
sures increased by DKK 7bn in Jyske Bank A/S. 
 
The charts below show non-defaulted exposures bro-
ken down by credit rating, for corporates and retail ex-
posure classes respectively.   
 
The breakdown of the corporate exposure class by 
credit rating shows that over the year the percentage 
of clients in the best rating class increased. The de-
crease in STY 9 exposures relates to the decrease in 
repo exposures, which also is the case for the STY 1 
change. The increases in the best rating classes relates 
primarily to improved credit ratings and increased ex-
posures to clients within the best rating classes.

The decrease in the lowest rating class (STY 14) related 
primarily to improvements in credits ratings, e.g. after 
improved fiscal results. At the same time, there was a 
decrease in exposures for existing clients within the 
STY 14 rating class. Some of these clients have de-
faulted. 
 
For the retail exposure class only small changes were 
observed. The decrease in the rating class with the low-
est credit quality (STY 14) related to a shift towards the 
better rating classes. The majority of clients with home 
loans have a good credit rating, so the increase in ex-
posure due to home loans resulted in a movement to-
wards better ratings as seen in the chart below.

 
Corporate exposure class by credit rating 

  

 
Retail exposure class by credit rating 
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Development in mortgage loans 
The Group's mortgage loans calculated at fair value 
amounted to DKK 278.4bn at end-2016, which is an in-
crease of nearly DKK 30bn since end-2015. The portfo-
lio has an acceptable diversification in respect of prop-
erty categories, geography and loan types. 
 
Mortgage loans consist of loans for private clients, 
subsidised housing, private property rental, including 
cooperative housing as well as office and business 
properties. The remaining part of the mortgage loans 
is primarily granted to industrial properties, work-
shops, etc. On the whole, loans to housing account for 
more than 86% of the mortgage loans. 
 
The increase in mortgage loans caused a minor in-
crease in the proportion of loans to private individuals. 
It is expected that this proportion will increase further 
in 2017. 
 

LOANS BROKEN DOWN BY PROPERTY CATEGORY 

% 2016 2015 

Private (owner-occupied homes & vacation 
homes) 

52 51 

Subsidised housing 17 18 

Private property rental 12 11 

Cooperative housing 6 6 

Office and business properties 12 12 

Other 2 2 

Total 100 100 

 

In respect of geographical breakdown, nearly half of 
the mortgage loans were concentrated around the 
Greater Copenhagen area. The rest of the mortgage 
loans are spread over the rest of the country, with the 
largest concentrations around the major provincial cit-
ies. A minor part of mortgage loans have been granted 
in connection with properties located on the Faroe Is-
lands. 
 

GEOGRAPHIC BREAKDOWN OF LOANS 

% 2016 2015 

Greater Copenhagen region 47 46 
Zealand region 13 13 
Northern Jutland region 7 7 
Central Jutland region 19 19 
Southern Denmark region 14 15 
Outside Denmark 1 1 

Total 100 100 

 
Mortgage credit loan amounts are determined at the 
time of approval based on the estimated market value 
of the property and the statutory lending limits. The re-
lation between the remaining debt of the borrower cal-
culated at market value and the estimated market 
value of the property is called LTV (loan-to-value). After 
the loan has been paid to the client, the LTV will 
change. This can happen due to payments of instal-
ments, to changes in interest-rate levels (bond prices) 
or to increasing or decreasing property values. Among 
other things, LTV is used to calculate whether addi-
tional collateral is required for individual loans based 
on the issuance of covered bonds (SDOs). 

 
LOAN-TO-VALUE BROKEN DOWN BY LTV RANGES  

% 0-19.9 20-39.9 40-59.9 60-79.9 80-89.9 90-99.9 > 100 Avg. LTV 

Private (owner-occupied homes & vacation homes) 33 30 24 12 1 0 0 64 
Subsidised housing 67 17 10 3 1 1 1 45 
Private property rental 27 27 24 16 3 1 1 70 
Cooperative housing 34 26 19 13 3 2 3 62 
Office and business properties 32 30 26 8 1 1 1 62 
Other 39 30 20 9 2 1 1 55 

Total loan portfolio 2016  38 27 21 10 1 1 1 61 

Total loan portfolio 2015  38 26 21 11 2 1 1 63 
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The issuance of covered bonds to fund lending takes 
place via Capital Centre E. These bonds must be con-
stantly monitored to make sure that the LTV limit is 
observed for each individual property irrespective of 
the price development. If the LTV is exceeded, the 
Group is required to provide additional collateral.  
 
The need for supplementary collateral is continuously 
assessed on the basis of expectations of the develop-
ment in property prices, lending activity, refinancing 
activity, etc. In order to provide supplementary collat-
eral, Senior Secured Bonds (SSB) can be issued where 
the funds thus raised are placed in covered bonds so 
that they may be used as collateral with Danmarks Na-
tionalbank, the central bank of Denmark. 

Due to the development in property prices over the 
past year, the requirement for supplementary collat-
eral decreased slightly. At end-2016, supplementary 
collateral in the amount of DKK 8.4bn was required 
against DKK 9.0bn the previous year to cover the loans 
that were no longer secured within the LTV limits. 

BRFkredit issued senior debt in the amount of EUR 
500m, which together with BRFkredit's equity form the 
collateral basis. 

The majority of the mortgage loans consists of adjust-
able-rate loans, which at end-2016 amounted to 60% 
of all mortgage loans. Over the past year, the propor-
tion of loans with repayment increased considerably 
and amounted to 58% of all mortgage loans at end-
2016. 

For about half of the mortgage loans, borrowers have 
the possibility of opting for interest-only schemes. Bor-
rowers with adjustable-rate loans are more likely to 
choose loans with an interest-only period than borrow-
ers with guarantee loans and fixed-rate loans. 
 
The development in arrears continued to show a posi-
tive trend for personal clients. For corporate clients, ar-
rears increased slightly for some property categories. 
This was not caused by any general turn for the worse 
in connection with corporate clients as the increasing 
arrears related to a few corporate clients. In recent 
years, arrears have generally decreased despite the 
low economic growth or the absence of economic 
growth. The historically low interest rates improved 
the liquidity situation of corporate and personal cli-
ents. 

 
LOANS BROKEN DOWN BY TYPE OF LOAN AND PROPERTY CATEGORY 

  Adjustable-rate loans Fixed-rate loans Guarantee loans Other 

% Repayment Interest only Repayment Interest only Repayment Interest only   

Private (owner-occupied homes & vaca-
tion homes) 

12 18 13 4 2 3 0 

Subsidised housing 6 0 8 0 0 0 3 

Private property rental 3 7 1 0 0 0 0 

Cooperative housing 1 2 2 0 0 0 1 

Office and business properties 3 7 1 0 0 0 0 

Other 1 0 1 0 0 0 0 

Total 2016 26 34 26 5 2 3 4 

Total 2015 22 34 20 9 3 8 5 

 



Credit risk 
 

JYSKE BANK RISK AND CAPITAL MANAGEMENT 2016 27 

DEVELOPMENT OF ARREARS  

% 
Period 
(days) 

Q4  
2016 

Q3 
 2016 

Q2 
 2016 

Q1 
 2016 

2015 2014 

Private (owner-occupied homes & vacation homes) 15 1.2 1.3 1.3 1.4 1.4 1.8 
 45  0.6 0.6 0.6 0.7 0.9 
  90   0.4 0.4 0.4  0.4 0.5 
  105   0.3 0.3 0.3  0.3 0.4 
  195   0.1 0.1 0.1 0.2 

Subsidised housing (rental housing) 15 0.2 0.0 0.3 1.1 0.2 0.1 
 45  0.0 0.0 0.0 0.0 0.1 
  90   0.0 0.0 0.0  0.0 0.0 
  105   0.0 0.0 0.0  0.0 0.0 
  195     0.0 0.0  0.0 0.0 

Private rental properties (rental housing) 15 4.4 3.5 0.6 0.8 0.7 4.9 
 45  3.0 0.3 0.4 0.4 3.9 
  90   2.8 0.2 0.2  0.3 0.7 
  105   2.7 0.2 0.2  0.2 0.7 
  195    0.2 0.2  0.2 0.3 

Office and business properties 15 1.5 0.9 2.0 0.5 1.0 2.6 
 45  0.3 1.0 0.2 0.4 2.4 
  90   0.0 0.9 0.2  0.2 1.2 
  105   0.0 0.9 0.2  0.2 0.5 
  195    0.0 0.0  0.1 0.0 

Cooperative housing 15 0.1 0.7 0.8 1.2 0.0 0.1 
 45  0.3 0.6 0.9 0.0 0.1 
  90  0.3 0.4 0.2 0.0 0.1 
  105   0.2 0.4 0.2  0.0 0.1 
  195    0.3 0.0  0.0 0.0 

Other (agriculture, industry & crafts, etc.) 15 2.3 0.2 1.4 1.7 0.3 0.4 
 45  0.1 0.1 0.1 0.0 0.1 
  90  0.0 0.0 0.0 0.0 0.0 
  105   0.0 0.0 0.0  0.0  0.0 
  195    0.0 0.0  0.0  0.0 

Total loan portfolio 15 1.1 1.1 1.0 1.1 0.8 1.4 
 45  0.6 0.4 0.4 0.4 0.9 
  90  0.4 0.3 0.2 0.2  0.4 
  105  0.4 0.2 0.2 0.2  0.3 
  195   0.1 0.1 0.1  0.1 
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Loan impairment charges and provisions for 
guarantees  
Jyske Bank evaluates all loans and advances for impair-
ment. Objective evidence of impairment is identified if 
one or more of the following events have occurred: 

 The borrower is facing considerable financial diffi-
culties; 

 The borrower is in breach of contract; 

 The borrower is granted easier terms that would 
not be considered if the borrower was not facing 
financial difficulties; 

 The borrower will go bankrupt or undergo some 
other financial restructuring. 

 
On an on-going basis - and at least quarterly - the 
Group assesses whether objective evidence of impair-
ment charges relating to the Group’s clients have 
emerged.  
 
Risk categories 
The Group divides exposures with objective evidence of 
impairment into up to three categories: exposures 
with low, high and full risk. The latter two risk catego-
ries consist of defaulted clients. 
 
Impairment process 
Significant loans and advances as well as loans and ad-
vances for which loss has been identified are evaluated 
individually for impairment, and other loans and ad-
vances subject to uniform characteristics (credit qual-
ity) are reviewed collectively. Where on the basis of ac-
tual events, objective evidence of impairment is found, 
and those events affect the size of expected future pay-
ments, an impairment charge is made. 
 
Loan impairment charges - individual exposures 
If the borrower cannot or only to a limited extent is 
able to make payments on the loan independently of 
the assets that have been provided as collateral for the 
loan, the impairment charge is recognised as the dif-
ference between the carrying amount of the loan and 
the fair value of the collateral less all expenses. 
 
For other clients, impairment is recognised as the dif-
ference between the carrying amount before impair-
ment and the present value of expected future pay-
ments. The estimated future cash flow for significant 
loans and advances is based on an assessment of the 
likely outcome. 
 

Loan impairment charges – collective recognition 
Jyske Bank (exclusive of BRFkredit) calculates collec-
tive loan impairment in a rating-based impairment 
set-up, where all clients not treated individually are 
grouped for collective impairment on the basis of their 
credit ratings and the risk categories they belong to. 
Jyske Bank's models for calculating collective impair-
ment use adjusted loss parameters developed for use 
in the Group's economic-capital model. For the pur-
pose of calculating impairment, the parameters have 
been adjusted in a number of respects to comply with 
the international financial reporting standards (IFRS).  
 
In connection with exposures, for which indications of 
objective evidence of impairment have occurred, the 
calculation of impairment is based on the experience 
from the individually calculated impairments.  
 
For other exposures, a net approach is used when cal-
culating collective impairment at Jyske Bank. For each 
impairment group, impairment is calculated on the ba-
sis of the net decrease in future cash flows since estab-
lishment. 
 
Objective evidence of collective impairment is recog-
nised when observable data for a segment indicate a 
decrease in the future payments from that segment. In 
those cases, collective impairments are calculated as 
the discounted expected net loss on that segment. 
 
BRFkredit evaluates loans which are not individual im-
paired in a statistical model. Statistic impairments are 
calculated according to a segmentation model where 
an initial segmentation is made with a view to dividing 
the portfolio into groups with similar credit character-
istics. A review for impairment of the respective seg-
ments is primarily made on the basis of an arrears 
model and, alternatively, against the background of an 
assessment of whether the trend in various macrovar-
iables has provided an objective indication of impair-
ment. 
 
Moreover, in the Group a management's estimate is 
made to determine whether the impairment charges 
according to the above-mentioned guidelines are suffi-
cient, and further impairment charges are recognised 
if necessary. 
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Provisions for guarantees and other liabilities 
A provision is made when it is considered likely that a 
commitment will cause a drain on the Group's re-
sources, and the liability can be measured reliably. 
 
The Group's provisions for guarantees and other liabil-
ities include guarantees in favour of business partners 
and guarantees provided at the request of clients of 
the Group. 
 
On the basis of historical loss experience, the Group 
makes an estimate of the costs involved in meeting 
claims under guarantees or costs caused by clients de-
faulting on their obligations under transactions involv-
ing derivatives. The estimate includes an assessment 
of the risk associated with relevant types of guaran-
tees and the current risk of loss on uniform segments 
of clients. 
 
Provisions equal the estimated loss. 
 
New regulations 
On 1 January 2018 new impairment rules, based on 
IFRS 9 will replace the existing rules, IAS 39. The new 
impairment rules under IFRS 9 will change the impair-
ment model from the existing incurred-loss model to a 
model based on expected loss. 
 
It is not possible at this stage to make a reasonable es-
timate of the effect on impairments following the ini-
tial application of IFRS 9. However, it is generally ex-
pected that the new impairment rules for banks will, 
on the whole, lead to increased provisions. 
 
A negative net impact of the new expectations-based 
IFRS 9 impairment rules will initially have similar ef-
fect on the capital base. To counter an adverse effect 
on their capital base and the financial institution's op-
portunities to support credit approvals, the European 
Commission proposed a 5-year transition period as an 
element of a reform package. 
 
Overall, Jyske Bank assesses the impact of IFRS 9 on 
the capital reserves to be insignificant at the com-
mencement of the rules in 2018, while the impact on 
the capital reserves in the future will be negatively af-
fected as the impact of transitional period is phased 
out. 
 
Trend in loan impairment charges and provisions 
for guarantees 
The total balance of loan impairment charges and pro-
visions for guarantees stood at DKK 6.0bn at end-2016 

(end-2015: DKK 6.7bn). The breakdown of the loan im-
pairment charges by individually and collectively as-
sessed loans appears from the following table. Moreo-
ver, the discount balance from acquired assets at end-
2016 amounts to DKK 0.9bn against DKK 1.5bn at end-
2015. Hence the total balance of impairment charges 
and provisions inclusive of discount amounts to DKK 
6.8bn (end-2015: DKK 8.3bn).  
 
Provisions for financial instruments are recognised in 
the item value adjustments, and as the negative mar-
ket value of financial instruments is included in the 
statement of EAD, the balance of these value adjust-
ments is also shown in the table below. At end-2016, 
the balance of value adjustments amounted to DKK 
216m (2015: DKK 458m). 
 

IMPAIRMENT CHARGES AND PROVISIONS FOR 
GUARANTEES 
DKKm 2016 2015 

Balance of impairment charges for individu-
ally-assessed loans and advances 

4,291 4,567 

Balance of impairment charges for collectively-
assessed loans and advances 

1,227 1,686 

Balance of provisions for guarantees and liabil-
ities 

434 475 

Balance of loan impairment charges and 
provisions for guarantees 

5,952 6,728 

Balance of discounts 879 1,548 

Balance of loan impairment charges and 
provisions for guarantees incl. balance of 
discounts 

6,831 8,276 

Balance of value adjustments 216 458 

Balance of loan impairment charges and 
provisions for guarantees incl. balance of 
discounts and balance of value adjust-
ments 

7,047 8,734 

 
The development in loan impairment charges and pro-
visions for guarantees amounted in 2016 to DKK  
-202m (2015: DKK -1,372m) and Jyske Bank recog-
nised as interest income DKK 350m (2015: DKK 
1,025m) from the discount balance. Hence the total 
net effect recognised in the income statement came to 
DKK 149m (2015: DKK -347m).  
 
The effect from value adjustments on financial instru-
ments came to DKK 243m in 2016 (2015: DKK 298m).  
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NET EFFECT FROM IMPAIRMENT CHARGES, ETC. 

DKKm 2016 2015 

Loan impairment charges and provisions for the year 30 -927 

Recognised as a loss, not covered by loan impairment charges/provisions -453 -650 

Recoveries 222 205 

Loan impairment charges and provisions for guarantees -202 -1,372 

Recognised discount for assets taken over 350 1,025 

Net effect on income statement 149 -347 

Value adjustments for financial instruments 243 298 

Net effect on income statement, inclusive of value adjustments 391 -48 

 
IMPAIRED AND PAST DUE EXPOSURES BROKEN DOWN BY SECTOR 

DKKm 
EAD for  

impaired  
exposures 

EAD for past 
due  

exposures 

EAD, both past 
due  

and impaired 

Balance of loan im-
pairment charges 
and provisions for 

guarantees incl. 
discounts and value 

adjustment 

Net effect from  
impairment 
charges and 

provisions for 
guarantees  

Banks and mortgage credit institutions 16   -   - 15   - 

Construction 674 35 33 142 -50 

Energy supply 636   -   - 32 2 

Real property 10,231 1,486 1,210 2,030 791 

Finance and insurance 1,481 27 11 840 39 

Manufacturing, mining, etc. 1,474 1 - 211 87 

Commerce 2,172 21 1 164 74 

Information and communication 205 -   - 68 -23 

Agriculture, hunting, forestry and fishing 4,284 21 17 1,466 -314 

Transport, hotels and restaurants 483 2 1 102 9 

Public authorities - - -   -   - 

Other sectors 1,100 76 23 258 21 

Personal clients 6,995 1,269 1,137 1,719 -246 

Total 2016 29,750 2,938 2,433 7,047 391 

Total 2015 38,412 2,828 2,616 8,735 -48 

 
 
Agriculture, hunting, forestry and fishing make up the 
most risky sector for the Group in terms of balance of 
impairment charges as a percentage of total EAD 
amounted to 13.3% end-2016 (end-2015: 13.6%). The 
sector experienced minor improvements due to in-
creasing sales prices, however, going forward the situ-
ation is still expected to be critical.  
 

Real property accounts for the largest absolute impair-
ment charges. The balance of impairment charges as a 
percentage of total EAD amounted to 1.5% at end-2016 
(end-2015: 2.6%). Improvements in the sector were 
due to higher prices of commercial properties and in-
creases in the market value of financial instruments, 
including interest-rate swaps. 
 
The balance of impairment charges for personal clients 
as a percentage of total EAD was still relatively low and 
amounted to 0.8% at end-2016 (end-2015: 0.9%). 
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Re-estimation and validation of models 
On an on-going basis the credit risk models are ad-
justed to improve quality and to ensure compliance 
with current and future legislation. Therefore, whether 
based on statistical models or on expert opinions, the 
models behind the calculations of PD, LGD and EAD are 
validated at least annually. The validation includes 
stability testing and back-testing, and its objective is 
to reveal any areas which require special attention. 
Validation is carried out quantitatively as well as qual-
itatively.  
 
Re-estimation and model improvements of the credit 
risk models are undertaken when needed due to the 
validation results, changing business requirements or 
significant changes in the legal requirements.  
 
The purpose of stability testing is to monitor whether 
the estimated parameters of the models are stable 
over time. The identification of structural breaks and 
systematic parameter changes is an important aspect 
when the models are applied to such long-time hori-
zons as are involved in credit risk. The purpose of back-
testing is to compare a model's predictions with what 
actually happened. 

The AIRB parameters used for the calculation of the 
own funds requirement are compared below to the cor-
responding realised figures. These various measure-
ments are conceptually different and cannot be com-
pared directly. For instance, the AIRB parameters for 
LGD are based on recession estimates. Also, the PD es-
timates are so-called hybrid parameters that are ex-
pected to be between the actual and the long-term de-
fault levels. 
 
The figures relate to AIRB clients with Jyske Bank A/S. 
Following the merger of Jyske Bank and BRFkredit in 
2014, the AIRB risk models will be adjusted over the 
coming years to cover both companies. The realised 
figures were lower than or at level with the estimated 
figures for PD, LGD and expected loss.  
 

 
PD    

  
Exposure to 
 corporates 

Qualified revolving  
retail exposures 

Exposure to retail 
 clients secured  

against real property 

Other retail  
exposures 

Total 

2016           

Realised 1.85%   0.47% 0.61% 0.65% 

Estimated 2.96%   0.91% 1.18% 1.22% 

2015           

Realised 3.08%   0.63% 1.07% 1.07% 

Estimated 3.33%   0.76% 1.07% 1.13% 

2014           

Realised 3.48% 0.55% 0.57% 0.94% 0.84% 

Estimated 2.69% 0.65% 0.80% 1.43% 1.02% 

2013           

Realised 3.05% 0.43% 0.65% 0.92% 0.75% 

Estimated 2.89% 0.72% 0.86% 1.46% 1.06% 

2012           

Realised 3.28% 0.54% 0.72% 0.94% 0.86% 

Estimated 3.13% 0.71% 0.87% 1.42% 1.08% 

2011           

Realised 3.66% 0.60% 0.84% 1.21% 0.99% 

Estimated 3.08% 0.72% 0.94% 1.49% 1.10% 

Note: In 2014, the FSA assessed for the Danish banking sector that the preconditions for the use of special risk-weighting for qualified, revolving 
exposures were no longer met. Subsequently Jyske Bank abandoned the use of special risk weighting in the area, but as the exposure class was 
in use until early 2014, it has been included in the tables below. 
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EXPECTED LOSS   

  
Exposure to  

corporates 
Qualified revolving  

retail exposures 

Exposure to retail  
clients secured  against 

real property 

Other retail  
exposures 

Total 

2016           

Realised 0.19%   0.11% 0.40% 0.19% 

Estimated 0.51%   0.24% 0.82% 0.49% 

2015           

Realised 0.30%   0.11% 0.64% 0.29% 

Estimated 0.65%   0.17% 0.68% 0.54% 

2014           

Realised 0.48% 0.19% 0.17% 0.42% 0.41% 

Estimated 0.68% 0.36% 0.28% 0.78% 0.60% 

2013           

Realised 0.63% 0.17% 0.22% 0.40% 0.52% 

Estimated 0.58% 0.37% 0.34% 0.79% 0.54% 

2012           

Realised 0.60% 0.24% 0.25% 0.56% 0.52% 

Estimated 0.57% 0.35% 0.30% 0.71% 0.53% 

2011           

Realised 0.80% 0.27% 0.31% 0.61% 0.65% 

Estimated 0.79% 0.39% 0.38% 0.73% 0.67% 

 
LGD   

  
Exposure to 
 corporates 

Qualified revolving  
retail exposures 

Exposure to retail  
clients secured  against 

real property 

Other retail  
exposures 

Total 

2016           

Realised 26%   17% 47% 38% 

Estimated 39%   23% 48% 42% 

2015           

Realised 28%   16% 45% 38% 

Estimated 40%   22% 48% 43% 

2014           

Realised 27% 50% 21% 38% 37% 

Estimated 38% 58% 22% 51% 44% 

2013           

Realised 27% 58% 15% 37% 37% 

Estimated 37% 59% 25% 49% 43% 

2012           

Realised 30% 54% 19% 36% 37% 

Estimated 39% 58% 25% 49% 43% 

2011           

Realised 35% 51% 19% 36% 38% 

Estimated 40% 60% 26% 47% 44% 

Note: The figures concern AIRB clients with Jyske Bank A/S not defaulted at the beginning of the year. In this connection, the currently expected 
loss is applied as realised in respect of the defaulted clients who are not settled as a loss. Expected losses have been calculated as a proportion 
of EAD. PD and LGD are averages based on the number of clients. 
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Counterparty credit risk 
  

 The level of counterparty credit risk has in-
creased in 2016 due to increased business vol-
ume and strengthening of USD. 

 The CVA risk charge level at end-2016 is almost 
unchanged compared to end-2015 but has fluc-
tuated throughout the year, especially around 
Brexit and most recently around the US presi-
dential election. 
 

 
Counterparty credit risk is the risk of loss due to a 
counterparty failing to fulfil its obligations. Counter-
party credit risk is generated when Jyske Bank trades 
derivatives or securities-financing instruments (STFs) 
with clients.  
 
Jyske Bank calculates counterparty credit risk as the 
sum of market values and market risk on derivatives 
traded between the Group and the counterparty. Mar-
ket risk on the Group's counterparties is measured for 
the risk types interest-rate, equity, currency and com-
modity risk. The principles behind these are described 
in the section on market risk.  
 

Policy and management 
Jyske Bank's policy for managing counterparty credit 
risk distinguishes between small and large counter-
parties, where the latter include financial institutions. 
The basic principles for measuring risk for the two 
types of clients are identical, yet the management of 
risk on large counterparties is extended to include ad-
ditional management parameters.  
 
To manage and monitor large counterparty exposures, 
the Group calculates settlement risk. To reduce settle-
ment risk, transactions will, to the extent possible, 
take place through a Continuous Linked Settlement 
(CLS) system. Jyske Bank is a third-party member of the 
CLS system in which settlement is based on the princi-
ple of "payment to payment", thus reducing the settle-
ment risk of FX transactions made between partici-
pants of the system.  
 

Jyske Bank calculates its daily exposure to individual 
counterparties within the Group's counterparty credit 
risk management systems. These exposures are in-
cluded in credit risk management in line with other 
credit exposures. Counterparties are granted lines in 
accordance with the instructions in force after risk as-
sessment of the individual counterparty; the current 
utilisation is calculated from the client's exposure to 
individual risks.  
 
The lines committed are reviewed at least once a year 
or in case of a change in the creditworthiness of the re-
spective counterparty. 
 

Risk reduction  
For its transactions involving derivatives, the Group 
seeks to mitigate risk by:   

 Clearing through a Central Counterparty (CCP). 

 Requiring master netting agreements, which give 
the Group the right of netting market values of de-
rivatives trades in case of counterparty default.  

 Attaching collateral management agreements to 
the master agreements, which entitles the Group 
to additional collateral, in case the counterparty's 
debt to Jyske Bank exceeds an agreed amount.  

 
The table below shows to which extent the Group 
clears derivatives through a CCP. Of the total amount 
of principals not centrally cleared in 2016, 93% was 
covered by a collateral agreement. The remaining 7% 
was covered by netting agreements. 
 

OTC DERIVATIVES (JYSKE BANK A/S) 

  2016 2015* 

DKKm 
Notional 
amount 

Exposure  
after netting 

Notional 
amount 

Exposure  
after netting 

CCP  825,773 0 607,269 60 

Non-CCP 1,571,823 13,331 1,462,486 9,365 

Total 2,397,595 13,331 2,069,755 9,426 
*Comparative figures for 2015 have been adjusted. 

 
In 2016, the share of derivatives cleared through CCPs, 
measured by notional amount, increased by 5% com-
pared to 2015.  
 
Agreements on collateral with financial counterparties 
and large corporate clients are mutual agreements, 
which means that Jyske Bank must pay margin for the 
counterparty if the market value in favour of the coun-
terparty exceeds an agreed limit. 
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Where only short-term derivatives are traded (term up 
to six months), agreements about additional margin 
may be waived after individual assessment. Looking 
into 2017, new rules on margins for non-centrally 
cleared OTC derivatives will take effect in March 2017, 
making it mandatory for all financial counterparties to 
have agreements on collateral covering short-term de-
rivatives as well (spot transactions exempted). Cur-
rently Jyske Bank is going through all collateral agree-
ments to ensure compliance with the coming rules.  
 
The table below shows the Group's counterparty credit 
risk after netting and offsetting of collateral.  
 

COUNTERPARTY CREDIT RISK 

DKKm 2016 2015* 

Gross exposure 48,133 39,109 

Effect of netting 34,803 29,684 

Exposure after netting 13,331 9,426 

Effect of collateral 4,059 1,703 

Exposure after netting and collateral 9,272 7,723 
*Comparative figures for 2015 have been adjusted. 

 
A small proportion of the Group's bilateral agreements 
on provision of collateral includes rating-dependent 
parameters that trigger requirements for further pro-
vision of collateral in the form of lower minimum trans-
fer amount or higher independent amounts. Jyske Bank 
will be affected if the Group’s rating hits BBB-, but the 
requirement for further collateral at this rating is very 
limited. A further downgrade to BB+ will result in a 
larger, however still limited, collateral requirement.  
 

Wrong-way risk 
Wrong-way risk occurs when the exposure to a coun-
terparty is negatively correlated with the credit quality 
of that counterparty. General wrong way risk (GWWR) 
occurs when the credit quality of a counterparty is cor-
related with specific macroeconomic factors that also 
affect the value of the derivative transaction. Specific 
wrong way risk (SWWR) arises when the exposure to a 
counterparty is positively correlated with the probabil-
ity of default of that counterparty due to the type of 
transaction with the counterparty.  

In the event of SWWR, there is a legal relationship be-
tween the counterparty and the issuer of the underly-
ing OTC derivative or securities-financing transac-
tions. An example is if the Group receives collateral 
from a counterparty which is issued by this very coun-
terparty. It could be the case if the Group enters into 
repo transactions with a counterparty and the under-
lying paper is issued by the same counterparty. It is 
Jyske Bank's policy not to assume considerable SWWR 
and the Group has procedures in place to monitor this. 
 

Own funds requirements 
Capital must be set aside for counterparty credit risk in 
accordance with CRR by using the so-called mark-to-
market approach (CEM method) with attached netting 
method. The method involves the calculation of a 
credit equivalent corresponding to the positive market 
values after netting plus a weighting for the underlying 
instrument or commodity. 
 
Group counterparty exposure at default according to 
the mark-to-market method is shown in the table be-
low. The counterparty credit exposure increased by 
DKK 5bn in 2016 primarily due to increased business 
volume and strengthening of the USD. A large part of 
the exposure is covered by CSA agreements, and there-
fore the actual counterparty credit exposure is lower. 
The own funds requirement forms part of the own 
funds requirement for credit risk. 
 

EXPOSURES RELATING TO COUNTERPARTY RISK 

DKKm 2016 2015* 

Exposure to governments 59 56 

Exposure to institutions 20,511 14,951 

Exposure to corporate clients 5,236 4,944 

Exposure to retail clients 97 112 

Total 25,903 20,063 
*Comparative figures for 2015 have been adjusted. 

 
The counterparty credit risk at BRFkredit is modest, 
and at end-2016 it amounted to less than 1% of 
BRFkredit's total risk exposure, which level was un-
changed relative to end-2015. Moreover, a large pro-
portion of BRFkredit's securities portfolio consists of 
AAA-rated Danish Covered Bonds, and therefore the 
counterparty credit risk is limited further. 
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The portfolio of Credit Default Swaps (CDSs) has 
changed marginally relative to 2015 and consisted at 
end-2016 of 12 CDSs, of which 6 were sold and 6 were 
bought. The total nominal exposure decreased margin-
ally due to the change of the portfolio and amounts to 
DKK 655m. The underlying exposures for the sold CDSs 
were individual credits and consisted of exposures to 
governments. For the bought CDSs the exposures were 
mainly towards credit indices. 
 
CVA Risk Charge 
Credit valuation adjustment (CVA) risk charge is a 
measure of the credit risk that the Group assumes 
when trading derivatives. The CVA calculation covers 
only the Group's exposure to financial counterparties 
as other clients are exempted by the CRR.  In addition, 
the Group makes a capital addition to cover the risk 
that PDs of non-financial counterparties deteriorate. 
 

Development in CVA-risk charge  

 
 
The CVA risk charge level at end-2016 was almost un-
changed compared to end-2015 and amounted to DKK 
132m. Throughout the year however, the level fluctu-
ated, especially around Brexit and most recently 
around the US presidential election.  

 

 100
 110
 120
 130
 140
 150
 160
 170
 180

D
kk

m
 k

r.



Market risk 
 

JYSKE BANK RISK AND CAPITAL MANAGEMENT 2016 36 

Market risk 
  

 Interest-rate risk and OAS risk from Danish 
mortgage bonds make up Jyske Bank's two 
primary market risks. The net interest-rate 
risk and the OAS risk are marginally lower at  
end-2016 compared to end-2015. 

 The first half of 2016 was characterised by 
falling interest rates which resulted in lower 
interest-rate risk, whereas the second half of 
2016 reflected a reversal of interest rates and 
an increase in the net interest-rate risk, as a 
result of which the interest-rate risk turned 
out to be marginally lower end-2016 com-
pared to end-2015.  

 The activities of BRFkredit only contributed 
marginally to the net-interest-risk due to 
match funding of mortgage loans.  

 The prevailing market trends in 2016 were the 
market's expectations of and subsequent re-
actions to macro-political events. As a result, 
the year was one of increasing volatility and 
fluctuations in the positioning.      

 
 
Jyske Bank assumes market risk as a result of position-
taking in the financial markets and general banking 
and mortgage banking operations. 
 
Market risk is the risk that Jyske Bank will incur losses 
due to one or more of the risks stated below.  
 

Interest-rate 
exposure: 

The risk of loss caused by  
changing interest rates. 
 

OAS Risk 
 
 
 
Exchange-rate 
risk: 

The risk of loss caused by 
changing interest-rate spreads  
in Danish mortgage bonds. 
 
The risk of loss caused by  
changing exchange rates. 
 

Equity risk: The risk of loss caused by  
changing equity prices. 
 

Commodity 
risk: 

The risk of loss caused by  
changing commodity prices. 
 

Volatility 
risk: 

The risk of loss caused by  
changing volatility. 

 
Certain financial instruments include elements of 
credit risk. This type of credit risk is managed and mon-
itored in parallel with market risk. 
 

Policy and responsibility 
The Group Supervisory Board lays down the market risk 
policy and relevant guidelines stating the Group Super-
visory Board's risk profile for the area of market risk. 
The policy is implemented in a number of limits dele-
gated to the Group Executive Board.   
 
The limits are further limited before being delegated to 
the three heads of Jyske Markets, Group Treasury and 
BRFkredit, respectively. Those three business units are 
the sole units of the Jyske Bank Group that may assume 
significant market risk.   
 
The limits delegated to Jyske Markets and BRFkredit 
have been adjusted in such a way that they primarily 
support the daily trade volume and the clients' repay-
ment and raising of mortgage loans. Strategic posi-
tions are mainly taken by Group Treasury as reflected 
by the limit delegated to the unit.  
 
Operations in accordance with the respective limits 
are supported by detailed procedures. 
 
The Group Treasury Committee follows market devel-
opments closely and is therefore able to adjust for any 
discrepancies between the Group's actual risk profile 
and its desired risk profile.  
 

Monitoring and reporting 
All risk positions are monitored daily. The Group Exec-
utive Board is notified immediately of any positions 
which exceed the pre-determined limits or are in con-
flict with the risk management policy. The Group Su-
pervisory Board and Internal Audit are notified imme-
diately if positions exceed the overall authority of the 
Group Executive Board.  
 
The development of the market risk exposure of the 
various units is reported monthly to the Group Execu-
tive Board. 
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Monitoring and reporting of market risk take place 
through a risk-management system which is devel-
oped by Jyske Bank and integrated with Jyske Bank's 
trading systems as well as other systems for the han-
dling of Jyske Bank's regular banking and mortgage op-
erations. 
 

Developments in market risk 
The main focus in 2016 was the risk management re-
lating to the increased portfolio of home loans and the 
risk management of the changing trends in interest 
rates during the year. Significant political events dur-
ing the year attracted massive attention in the months 
up to the various events resulting in generally high vol-
atility in the financial markets and fluctuations in po-
sitioning. The actual effects in the aftermath were 
more balanced.    
 
In terms of Value-at-Risk (VaR), Jyske Bank's esti-
mated market risk is at DKK 77m at end-2016, practi-
cally unchanged from end-2015. During the first quar-
ter of 2016, however, VaR increased partly related to 
increased volatility in general in the financial markets 
and partly due to nonparallel developments in interest 
rates in DKK and EUR. Markets calmed down in the sec-
ond half of 2016, and the level of VaR ended the year 
close to the level at end-2015. 
 
Value-at-Risk as a percentage of equity 

 
 
VaR is sustainable at a moderate level in a group risk 
perspective and relative to Jyske Bank’s desired risk 
profile.  

Jyske Bank's net interest-rate was reduced marginally 
in the course of 2016. The development was affected 
by changing interest-rate environments throughout 
the year.  
 
The increase in Jyske Bank’s home loans indicates a 
permanently high OAS risk. The general interest-rate 
risk from home loans is hedged on a continuous basis.  
 
In addition to the core business in the form of deposits 
and loans, the interest-rate risk was dominated by ex-
posures to Danish and international mortgage bonds 
with short and medium maturities. The Group’s OAS 
exposure relating to the Danish mortgage bonds is pri-
marily found in the short-term segments.  
 
Throughout 2016, Jyske Bank's exposure to equities 
was reduced due to realisation of equities in both the 
Group Treasury and Markets function. The portfolio of 
foreign currency risks was slightly reduced due to re-
duced positioning in EUR/DKK. Both the underlying eq-
uity portfolio and the currency portfolio are character-
ised by being well-diversified, and at end-2016 both 
market risks were at moderate levels relative to Jyske 
Bank’s desired risk profile.  
 
Jyske Bank had a positive view on the market for secu-
ritisations in 2016. For that reason Jyske Bank in-
creased the investments in US and European CLOs. The 
investments are in the form of securitisations with a 
high credit quality and senior status.  
 
Own funds requirements for market risk 
For the calculations of the own funds requirements for 
market risk, the standardised approach is applied. The 
own funds requirement for market risk increased in 
2016. The reason was mainly the higher general risk in 
the portfolio of debt instruments due to larger expo-
sures in DKK and EUR compared to end-2015. 

 

OWN FUNDS REQUIREMENT FOR MARKET RISK 

DKKm 2016 2015 

Risk type REA Own funds requirements REA Own funds requirements 

Debt instruments                  19,559                                            1,565                                      16,398                                            1,312  

Shares, etc.                     3,424                                               274                                         3,440                                                275  

Commodities                             -                                                      -                                                   -                                                      -    

Currency position                     1,603                                                128                                         1,272                                               102  

Total                  24,586                                           1,967                                     21,110                                           1,689  

0,0

0,1

0,2

0,3

2011 2012 2013 2014 2015 2016 2017

%

Total Interest rate Currency Equities
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Market risk types 
Jyske Bank handles several types of market risk every 
day. Every market risk type has its own characteristics 
and is managed by means of individual risk measure-
ments as well as through the Group's VaR model. To 
hedge market risk, derivatives are used. The manage-
ment of those is supplemented by risk measurements 
developed in accordance with conventional option the-
ory, i.e. by calculating the delta, gamma and vega risks 
of the positions.  
 
The measurement of Jyske Bank's market risk takes 
into account all products; products in as well as out-
side the trading portfolio. 
 
Interest-rate risk 
Interest-rate risk is measured on the basis of duration 
measurements. This measurement is defined as the in-
terest-rate risk resulting from a general rise in interest 
rates of 1 percentage point (Interest-rate risk 1). Dura-
tion expresses the percentage gain or loss generated 
by a simultaneous 1-percentage point shift in all yield 
curves.  
 
Interest-rate risk is calculated on the basis of agreed 
payments. Jyske Bank has no fixed-rate balances with-
out an agreed due date. Certain loans are fixed-rate 
loans and can be prepaid. Interest-rate risk 1 is ad-
justed for this option element.  
 
Jyske Bank has developed a risk-management model 
that adjusts the key risk figures for mortgage bonds for 
the built-in option element of the bonds. Therefore call-
able mortgage bonds are included in the interest-rate 
risk with the option-adjusted duration.  
 
Risk management of the Group’s portfolio of mortgage 
bonds is supplemented with limits for and measure-
ment of OAS (option-adjusted spread) positions.  
 
Interest-rate risk 1 is supplemented with further man-
agement tools, which take into account risks attached 
to having interest-rate positions in various instru-
ments and currencies. These risks are determined 
through an independent risk measurement (Interest-
rate risk 2) and by applying a management tool that 
determines the spread risk between product-specific 
yield curves. 
 

Currency risk 
Jyske Bank’s currency risk indicators are calculated on 
the basis of Currency indicator 1 in accordance with 
the Danish Executive Order on the Presentation of Fi-
nancial Statements laid down by the FSA. Currency in-
dicator 1 is calculated as the sum of the numerically 
higher of long or short positions in each currency, 
measured in DKK.  
 
Currency indicator 1 does not take into account the 
fact that some currencies are more volatile and per-
haps less liquid than others. For management pur-
poses Jyske Bank therefore uses a weighted currency 
indicator 1 (Jyske Currency Indicator). VaR is further-
more used as a management instrument in respect of 
currency exposure.  
 
Equity price risk 
The daily measuring of equity price risk distinguishes 
between equities in and outside the trading portfolio.  
 
The exposure of the trading portfolio is measured on 
the basis of the physical equity holdings as well as eq-
uity-based instruments. The equity price risk is deter-
mined through risk measurements that indicate the 
maximum loss that Jyske Bank may incur in the event 
of simultaneous changes in the underlying equity 
prices of +/-10%. 
 
Moreover, Jyske Bank limits individual exposures to eq-
uities in order to limit the concentration risk. 
 
Sector shares etc. are not managed according to the 
principles applying to the trading portfolio but individ-
ual approval is granted. 
 
Shares not held for trading 
The shares not included in the trading portfolio are pri-
marily financial sector shares relating to the ordinary 
operating activity of the Group. 
 

SHARES NOT HELD FOR TRADING  

DKKm 2016 2015 Unrealised gain Realised gain 

Total 2,776 2,572 4 3 
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The holding increased in 2016 primarily due to in-
creased holdings and positive value adjustments.  
 
Shares not held for trading form part of the basis for 
Jyske Bank's ordinary business activities. The shares 
are stated at fair value as described in the accounting 
policies set out in the Group’s annual report. Unreal-
ised capital gains/losses have influenced the operat-
ing income. 
 
Commodity risk 
Jyske Bank's exposure to commodities is modest, and 
the commodity risk is determined and limited accord-
ing to two simple risk measurements. The one risk 
measurement determines Jyske Bank's net exposure to 
commodities and the other risk measurement deter-
mines Jyske Bank's gross exposure. 
 
Exposure to credit risk on financial instruments 
Exposure to credit risk on financial instruments relates 
to Jyske Bank's bond holdings. The credit element is 
not reflected in the interest risk measurements and 
must therefore be managed separately.  
 
Jyske Bank manages its exposure to credit risk on fi-
nancial instruments by limiting concentration risk ex-
pressed as the credit quality of the instruments as de-
fined by ratings granted by recognised international 
rating agencies. On the basis of the credit quality of the 
instruments, concentration risk is calculated for rating 
classes and bond types. This means that there are dif-
ferent limits depending on whether the instrument is 
a government, a corporate bond or a securitisation.  
 
Finally, a concentration risk limit has been defined     
geographically and for individual exposures. 
 
Securitisations 
Jyske Bank’s activities within securitisation are linked 
to investment in tranches issued by other institutions 
and legal entities. Thus Jyske Bank acts neither as an 
issuer nor as an exposure provider. Investment is 
made in traditional securitisations and distributed on 
the following securitisation types: 

 RMBS (Residential Mortgage Backed Securities), 
primarily consisting of AAA-rated senior 
tranches. 

 CLOs/CDOs: 
o senior tranches rated AAA or AA 
o mezzanine tranches with a wide rating 

spread. The portfolio has gradually been 
reduced by redemptions.  

No investments are made in re-securitisations. 
 
The level of the underlying market and credit risks in 
securitisations is followed continuously and is ana-
lysed at least every quarter. The analyses are based on 
trustee reports and also information from rating agen-
cies or other external sources. 
 
The securitisation types and the geographical expo-
sure of the underlying assets of the portfolio are shown 
in the table below, from which it appears that the ex-
posure is concentrated in both USA and Europe. 
 

EXPOSURE TYPES FOR SECURITISATIONS 

DKKm European American Other 
Total 
2016 

Total 
2015 

RMBSs 1,321   -   - 1,321 1,803 

CLO 303 2,110 861 3,274 2,809 

ABS and CDO 57 4 0 68 127 

Total 2016 1,681 2,114 868 4,663 4,739 

Total 2015 3,115 888 736 4,739   

 
In 2016, Jyske Bank pursued an active investment 
strategy in respect of American CLOs, resulting in in-
creased holdings. Investments were made in US and 
European CLOs of good credit quality and with senior 
status according to the risk-management policy. In the 
course of 2016, the RMBS portfolio was reduced by 
half, mainly through redemptions.  
 
It appears from the table below that the most im-
portant changes took place in top-rating securitisa-
tions. The main underlying investments of the 
tranches are US and European bank and housing loans.   
 

BREAKDOWN OF RATINGS (Standard & Poor's / Moody's) 

DKKm 2016 2015 

AAA / Aaa 3,947 3,812 

AA / Aa 577 808 

A /A 134 102 

BBB / Baa   -   - 

BB/Ba   -   - 

Lower or no rating 5 17 

Total 4,663 4,739 

 
Own funds requirements for securitisations 
Both the AIRB approach for credit risk and the stand-
ardised approach for market risk are used for deter-
mining the own funds requirement for the portfolio of 
securitisations, because the portfolio breaks down into 
two sub-portfolios, one that is placed in and one out-
side the trading portfolio. 
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The own funds requirement for securitisations de-
creased in 2016, partly due to a reduction in the port-
folio of RMBS’s and partly due to the fact that the 
above-mentioned increase of the exposure in CLO’s pri-
marily took place within high-grade senior issues. The 
own funds requirement according to risk weights ap-
pears below. 

Both sub-portfolios were characterised by high concen-
tration in the low risk weight.

 
OWN FUNDS REQUIREMENT FOR SECURITISATIONS 

DKKm 2016 2015 

Risk weight - ranges Fair value Own funds requirements Fair value Own funds requirements 

< 20%                    4,577                                                  28                                         4,629                                                  34  

 ≤ 20% < 50%                            81                                                     2                                               96                                                     2  

 ≤ 50% < 100%                              -                                                      -                                                   -                                                      -    

≤ 100% < 1,250%                             -                                                      -                                                   -                                                      -    

1,25%                            5                                                     5                                               14                                                  14  

Total                    4,663                                                  35                                        4,739                                                  50  

Of which in the trading portfolio                   3,672                                                  23                                        4,419                                                  34  
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Liquidity risk 

 A key focus area in the Group’s liquidity risk 
management during 2016 was the reduction 
of refinancing risk at BRFkredit. Refinancing 
risk has been reduced significantly during 
2016, primarily through terming out the fund-
ing of mortgage loans with long commit-
ments. One of the tools used was the issuance 
of EUR covered bonds, and a full EUR covered 
bond benchmark curve was established dur-
ing 2016. 

 In addition to compliance with the LCR in DKK 
Jyske Bank was required to comply with a 
modified version of the LCR in EUR in 2016. 
Compliance has been attained with a sub-
stantial buffer. 

 During 2016 deposit and money market rates 
remained negative and continued to drive up 
demand deposits whereas the volume of fixed 
term deposits has decreased. To reflect the 
persistent negative interest rate environment 
and to avoid inoptimal arbitrage Jyske Bank 
introduced negative deposit rates for demand 
deposits for SMEs and corporates in Decem-
ber 2016.  

 Except for the first quarter, 2016 was charac-
terized by favourable issuing conditions and 
the Group issued six capital market bench-
mark transactions. In addition to three EUR 
covered bond issues, a 5 year fixed senior 
bond of EUR 500m was issued followed by a 
Tier 2 bond of SEK 1.25bn and AT1 capital 
equivalent to a total of DKK 1.5bn. 

 
 

 
Liquidity risk occurs due to funding mismatch in the 
balance sheet. The Group's liquidity risk can primarily 
be attributed to its bank lending activities as the 
Group's bank loan portfolio has a longer contractual 
duration than its average funding sources. The liquid-
ity risk at BRFkredit is limited due to the adherence to 
the balance principle of the mortgage legislation for 
SDO issues (covered bonds).  
 

Objective and overall setup 
The Group Supervisory Board determines the liquidity 
profile expressed as the balance between the risk level 
and the Group’s costs of managing liquidity risk.  
 

The risk levels are re-assessed on an on-going basis in 
consideration of the current market-related and eco-
nomic conditions in Denmark and in the financial sec-
tor. The overall development in lending and deposits in 
the Danish banking sector, the rating agencies' assess-
ment of the Group's liquidity and funding risks as well 
as changes in statutory requirements will  cause Jyske 
Bank to re-assess which risk levels can be deemed sat-
isfactory.  
 
Jyske Bank's liquidity management must ensure ade-
quate short- and long-term liquidity so the Group in 
due time can honour its payment obligations by having 
reasonable funding costs.  This is ensured through the 
following objectives and policies:  
1. a strong and stable deposit basis which ensures 

stable long-term funding of the Group's lending 
activities; 

2. continued high credit ratings by international rat-
ing agencies; 

3. active participation in the international money 
markets and permanent access to international 
capital markets through capital market pro-
grammes which give access to a diversified and 
professional funding base; 

4. maintenance of a considerable buffer of highly 
liquid securities reflecting the run-off risk of more 
volatile price and credit sensitive funding 
sources. The liquidity buffer ensures that Jyske 
Bank can eliminate the effect of multiple adverse 
liquidity scenarios.  

 
Organization, management and monitoring  
The Group Supervisory Board has adopted a liquidity 
policy which defines a specific critical survival horizon 
for the Group during an adverse stress scenario. Based 
on these general limits, the Group Executive Board has 
defined specific operational limits for Jyske Markets as 
well as Group Treasury, which monitor and manage li-
quidity on a daily basis in accordance with the limits 
and liquidity policies adopted. Group liquidity manage-
ment is conducted in Group Treasury in Jyske Bank A/S.   
 
BRFkredit is subject to liquidity-related restrictions in 
respect of investment profile in the securities portfo-
lio, repo borrowing as well as money-market place-
ments outside the Group to ensure that transactions 
of BRFkredit are in line with statutory requirements as 
well as the internal guidelines at BRFkredit and at 
Group level.   
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Liquidity positions are monitored daily by Risk Man-
agement for observance of the delegated limits. Li-
quidity positions that exceed the authorised limits are 
reported immediately according to the business proce-
dure relating to market risks.  
 
The Group’s responsibility for issuing bonds in the cap-
ital market (senior debt as well as subordinated and 
hybrid capital) is centralized in Group Treasury. When 
necessary liquidity or capital can be distributed from 
Jyske Bank A/S to BRFkredit and other financial subsid-
iaries. Jyske Bank provides liquidity commitment to 
Jyske Bank Gibraltar and Jyske Finans at an unsecured 
level. As a mortgage credit institution, BRFkredit must 
comply with mandatory overcollateralization within 
the scope of the privileged position of covered bond in-
vestors in a bankruptcy scenario. In a scenario with de-
clining house prices, BRFkredit may need to have li-
quidity injected into its capital centres from Jyske Bank 
to fund supplementary collateral and to ensure the 
capital centres’ compliance with S&P’s over-collateral-
ization requirements (OC requirements).  
 
Debt buffer requirement in BRFkredit 
The BRRD framework was implemented in Denmark in 
June 2015. Mortgage credit institutions are exempt 
from bail-in and the MREL requirement as they can be 
resolved through insolvency procedures specially pro-
vided in the Mortgage-Credit Loans Mortgage-Credit 
Bonds Acts. As part of the Danish BRRD framework, 
mortgage credit institutions are however required to 
establish a debt buffer equal to 2% of their total (un-
weighted) mortgage lending to facilitate a more flexi-
ble resolution process. The debt buffer must represent 
an extra buffer on top of current capital requirements 
but debt buffer proceeds can be used to fund potential 
OC-requirements related to high LTV loans and require-
ments from rating institutions.  
 
The buffer may consist of excess capital relative to cur-
rent capital requirements and capital buffers. Mort-
gage institutions may use core equity, hybrid capital, 
subordinated Tier 2 debt or senior unsecured debt to 
fulfil the debt buffer requirement. The debt instru-
ments must have an original maturity of at least two 
years and appropriate maturity diversification. The 
debt buffer requirement is gradually implemented 
from 2016 until 2020, with 60% as of 2017, 80% in 
2018, 90% in 2019 and the full 100% in 2020 repre-
senting 2% of total (unweighted) mortgage lending. 

As of end-2016 BRFkredit fully complies with the debt 
buffer requirement based on their high capitalisation.   
BRFkredit will at any given time have adequate access 
to capital to fulfil the debt buffer requirement. 
 

Group liquidity flows 
Short-term liquidity management 
Short-term operational liquidity is managed by Jyske 
Markets, which is active in the international money 
markets as a trader in all major currencies and related 
derivatives and as a market-maker in the Nordic inter-
bank money markets. Jyske Markets has been granted 
specific limits for the maximum placement of longer-
term deposits in the same markets.  Short-term fund-
ing in these markets form part of the overall Group lim-
its for short-term funding within strategic liquidity 
management. 
 
Strategic liquidity management 
Strategic liquidity is managed by Group Treasury based 
on measurement of the Group’s liquidity position in 
various stress scenarios. The asset side of the liquidity 
balance is broken down and grouped in order of liquid-
ity, whereas the financial liabilities are grouped ac-
cording to expected run-off risk in various scenarios. 
The analyses apply scenario-specific expectations of 
client behaviour in those cases where contractual ma-
turities are considered not to give a true and fair view 
of the actual maturities of deposits or loans. In rele-
vant stress scenarios, the liquidity buffer is used to 
cover negative payment gaps.  
 
Group Treasury is responsible for ensuring that the 
Group can at all times meet the critical survival hori-
zons in the three scenarios used in strategic manage-
ment: 
 
Scenario 1 is a severe Jyske Bank-specific stress sce-
nario which is monitored daily and is included as the 
key ratio in the limit structure. The scenario is a severe 
stress scenario with a short critical survival horizon of 
60 days. The Group must hold a sufficient liquidity 
buffer to be able to withstand non-market access to a 
broad part of its price- and credit-sensitive funding 
sources. In addition to failure to obtain refinancing in 
the capital markets through inter-bank loans, CP and 
EMTN issues, run-off of all large demand and term de-
posits from the corporate and retail client segments is 
assumed.  
Scenario 2 is a broad sector stress scenario which is 
monitored on a regular basis as part of the internal li-
quidity management. The scenario also includes a 
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widespread, general capital and money-market crisis 
that entails the situation that the Group cannot re-fi-
nance on the capital markets in the form of inter-bank 
loans, CP and EMTN issues. To some extent, the crisis 
spreads to personal and corporate clients and results, 
among other things, in drawdown by large corporate 
clients of unutilised lines and commitments. Jyske 
Bank also sees stagnation in deposit growth. The tar-
get is a horizon of six months, during which time basic 
banking activities must be maintained.  
 
Scenario 3 is a capital market stress scenario which is 
monitored on a regular basis as part of the internal li-
quidity management. The scenario assumes a non-
Jyske Bank-specific capital market crisis with a survival 
horizon of at least one year. The Group must be able to 
withstand run-off of money-market and capital-mar-
ket funding in the form of funding in the interbank mar-
ket as well as CP and EMTN issues. Based on the sce-
nario of low economic growth in Denmark resulting in 
higher savings in the private sector, an unchanged vol-
ume of deposits as well as loans and advances is pre-
sumed.  
 
Liquidity contingency plan 
The liquidity contingency plan comes into force if the 
Group can only meet the internally delegated limits at 
very high costs or is ultimately unable to do so within 
the critical horizons. The plan determines a broad 
range of initiatives that can be used to strengthen the 
Group's liquidity position.  
 
In 2016, Jyske Bank had a very high degree of excess 
coverage in terms of the stress-based internally dele-
gated limits and guidelines.

                                                                    
5 Incl. of new home loan products on the balance sheet of Jyske Bank A/S. 

Group funding structure 
From the perspective of liquidity risk, Jyske Bank's 
overall balance sheet structure is reflected in the fol-
lowing chart. The chart shows how BRFkredit's mort-
gage activities are reflected in the Group balance sheet 
in the form of mortgage loans funded by issued cov-
ered bonds.  
 
In addition to mortgage bonds, the Group’s primary 
source of funding is deposits from clients, and it has a 
sound and well-diversified client deposit base. As re-
flected in the chart, client deposits funded 116% of the 
bank loans5 at end-2016, against 118% the previous 
year. Interest rates remained in negative territory dur-
ing 2016 and put a dampening effect on fixed term de-
posits, which remained at a structurally low level. De-
mand deposits increased, however, and more than off-
set the decline in fixed term deposits. To reflect the 
persistent negative interest rate environment and to 
avoid arbitrage between demand deposits and fixed 
term deposits Jyske Bank has as of December 2016 in-
troduced negative rates for deposits on demand for 
corporate and SME clients. 
 
The Group's net holdings of securities6 are primarily 
funded through the deposit surplus as well as through 
the issue of bonds in the capital market (either CP or 
the EMTN programme). In addition, Jyske Markets 
funds its own wholesale-related activities by taking up 
unsecured loans in the wholesale fixed-term and inter-
bank markets. Continuous activity in the above-men-
tioned markets enhances the possibility of refinancing 
short-term positions and is a natural part of the busi-
ness of Jyske Markets. 
 
  

6 Repo holdings have been netted, i.e. repo has been deducted and repo re-
verse added. Adjustments have been made for loans with central banks.  
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Group refinancing risk  
Refinancing risk is the risk of a financial institution not 
being able to refinance maturing deposits, senior debt, 
covered bonds or other liabilities, or the risk that the 
refinancing cost will be so high that it will adversely af-
fect net interest income. 
 
The refinancing risk of deposits and senior unsecured 
funding in Jyske Bank is addressed, monitored and 
managed via the Group’s internal limits and the inte-
gration of stress scenarios in daily liquidity risk man-
agement.  
 
The Group’s refinancing risk measured by volume is 
dominated by BRFkredit’s mortgage bonds. Through 
BRFkredit the Group has a high dependency on secured 
capital market funding on an covered bonsd basis. 
BRFkredit funds the majority of Jyske Bank’s home loan 
products under the joint funding agreement between 
BRFkredit and Jyske Bank in addition to their own direct 
mortgage lending activities.

 
Joint funding of Jyske home loan products 
Jyske Bank has an extensive range of bank home loan 
products comprising variable rate products as well as 
capped loan products, long-term fixed rate and con-
vertible products.  
 
All Jyske Bank home loans are granted on the basis of 
mortgage deeds and prepared to be financed on cov-
ered bonds terms.  
 
The home loan portfolio and the development in the 
various products from end-2015 until end-2016 are re-
flected in the next chart.  
 
End-2016 funding amounted to DKK 52.4bn, against 
DKK 41.2bn at end-2015. 
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Refinancing risk in BRFkredit 
The refinancing risk from mortgage activities has been 
reduced significantly during 2016 ensuring Group 
compliance with the (expected) NSFR as well as the 
Danish FSA’s Supervisory Diamond. 

The following table gives a comprehensive overview of 
both planned re-financing of mortgage bonds as well 
as a breakdown of the principal still owed by type of 
mortgage loan as of end-2016:  
 
 

PLANNED RE-FINANCING AND BREAKDOWN OF PRINCIPAL STILL OWED 

  

Planned  
re-financing 

amount 
Funding Loan 

(amount offered)  
Maturities per  

re-financing dates 
Maturities per re-financ-

ing dates + 2 years (RTL F)      
F1 F3 F5 Other 

Repayment dates  DKKbn             

Apr. 17 14.7 4.4 10.2 9.8 3.2 1.1 0.5 

Jul. 17 12.4 12.4 0.0 0.0 0.0 0.0 12.4 

Oct. 17 19.4 10.1 9.4 9.1 1.7 3.2 5.4 

Jan. 18 21.6 19.1 2.5 11.6 5.2 2.7 2.1 

2018 22.9 21.9 1.1 0.4 7.9 10.2 4.5 

2019 34.3 34.3 0.0 3.9 10.9 11.4 8.2 

2020 16.1 16.1 0.0 2.0 0.1 8.9 5.1 

2021 17.7 17.7 0.0 5.1 0.0 8.8 3.8 

2022 1.4 1.4 0.0 0.0 0.0 0.3 1.1 

2023 6.9 6.9 0.0 5.6 0.0 0.0 1.3 

2024 0.8 0.8 0.0 0.0 0.0 0.0 0.8 

2025 2.4 2.4 0.0 0.0 0.0 0.0 2.4 

2026 7.0 7.0 0.0 5.6 0.0 0.0 1.4 
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The chart above shows the overall distribution of 
BRFkredit’s loan portfolio from end-2015 to end-2016 
broken down by the different underlying mortgage loan 
products. It reveals that the demand for longer term 
refinancing periods have increased including the intro-
duction of variable interest rate loans with a capped 
interest rate risk. Several initiatives have been taken in 
order to reduce the refinancing risk in connection with 
the mortgage activities. 
 
First of all BRFkredit has spread out the refinancing 
and the mortgage bond auctions over four annual set-
tling periods, with the intention that the individual se-
ries must be so large that they can be included in the 
credit institutions' liquidity buffers in the LCR require-
ments (Liquidity Coverage Ratio).  
 
Secondly, during 2014 BRFkredit introduced the RTL F7 
(pre-financed) bonds. During 2016, they remained part 
of the BRFkredit funding toolbox and, depending on 
market conditions, RTL F bonds are used to finance and 
re-finance 1- and 2- year ARM loans and joint funding 
bank home loans. The RTL F continuously postpones 
the re-financing risk by 2-3 years.  

                                                                    
7 RTL F bonds are fixed-rate, callable bonds with a legal time to ma-

turity of 3 years. After 1 year, new bonds are offered, and if the 
bonds issued are sold in the market, the proceeds will be used for 
prepayment of old RTL F bonds at par, but if the bonds issued are 

Furthermore in 2015 BRFkredit began financing and re-
financing specific sub-portfolios of mortgage loans 
with long-term credit commitments but short term in-
terest reset periods such as the F1 with issuance of 
mortgage bonds with longer maturities to reduce the 
Group's refinancing risk.  
 
The Group has used both EUR covered bond, DKK de-
nominated longer term fixed rate bonds as well as Ci-
bor floaters to increase the duration of the funding, es-
pecially related to the F1 loan portfolio, which has re-
mained high over the last years due to the strong 
growth in the Jyske Bank home loan products. 

 
In the BRFkredit sub-portfolios where either the inter-
est rate and/or the currency of the underlying loans 
differ from the bonds used to finance the loans, the bal-
ance principle is upheld by BRFkredit’s hedge of all 
risks with matching swaps. The swap agreements are 
based on CSA agreements with unilateral collateral in 
favor of BRFkredit. 
 

not sold in the market, the old RTL F bonds will not be prepaid at 
par but will continue with unchanged coupon.  
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EUR covered bond funding in BRFkredit 
During 2016 a full EUR covered  bond benchmark curve 
was established through issuance of a 5-year fixed-
rate bond of EUR 500m, a 7-year fixed-rate bond of EUR 
750m and a 10 year fixed-rate bond of EUR 750m. The 
majority of these three EUR covered bond issues were 
sold to capital market investors outside Denmark and 
have thus enhanced the diversification in the investor 
base. 
 
Having established its presence in the EUR covered 
bond market during 2016 the Group remains dedicated 
to maintaining the strategic EUR market access via 
regular issuance activity. At least one annual EUR cov-
ered benchmark bond is to be expected in the coming 
years.  
 
Refinancing and run-off profile of Jyske Bank  
Refinancing risk at Jyske Bank A/S is related to the 
wholesale fixed term market, the interbank market 
and the CP and senior bond markets. Furthermore, 
monitoring and assessing the structure and quality of 
the deposits base is imperative to assess the overall 
need for longer dated funding to hedge overall refi-
nancing risk.  

The Jyske Bank Group has a high quality deposit base 
and as of end-2016, more than 80% of the bank loan 
portfolio (excl. of home loans funded via BRFkredit) is 
funded by small deposit from SMEs and private individ-
uals. 

The run-off of wholesale fixed term deposits, interbank 
deposits, CP and EMTN issues is monitored and man-
aged via the internal stress scenario 1. In addition 
hereto, the Group has limits on the maximum funding 
in each separate short term funding market and a roll-
ing 12 month guideline on the maximum amount of 
senior debt maturing within a 12 month horizon. 

The run-off profile of the Group's senior debt is illus-
trated by the next chart.   
 
At end-2016, in the course of the ordinary manage-
ment of the run-off profile, Jyske Bank bought back 
EMTN issues with a shorter time to maturity in the 
amount of DKK 1,665m. 

 
 

 
 

The Group's liquidity buffer 
Jyske Bank's liquidity buffer consists solely of assets 
which are not pledged as collateral or used in the day-
to-day operations of the Group. Such assets may be 
sold immediately or pledged as collateral for loans and 
are therefore a swift and efficient source of liquidity. 
The procurement of secured funding does not depend 
on Jyske Bank's creditworthiness, but solely on the 
quality of the assets that can be offered as collateral. 
The measurement of the Group's liquidity buffer takes 
into account haircuts of the relevant assets. 
 
Jyske Bank’s holding of securities is divided into two 
groups in the internal liquidity management in order of 
liquidity: 
 
1) Eligible for borrowing transactions in central 

banks:  
a) The Danish Central Bank: Ultra-liquid as-

sets denominated in DKK, which can be used 
in repo transactions with the Danish central 
bank: certificates of deposit with the Danish 
central bank, Danish government and mort-
gage bonds and covered bonds; 

b) The European Central Bank: Very liquid as-
sets denominated in EUR, which can be used 
in repo transactions with the ECB: European 
mortgage bonds, government bonds, and sen-
ior financial instruments; 

2) Non central bank eligible assets: Other negotia-
ble securities with a longer realisation time frame. 
Securities in this group consist primarily of assets 
denominated in currencies other than DKK and 
EUR as well as Emerging Market bonds, corporate 
and structured bonds and equities. 
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Jyske Bank has adopted a general policy for the size and 
quality of its liquidity buffer, which is adjusted to suit 
the Group's balance sheet composition and risk profile. 
In practice, the liquidity buffer policy implies that the 
liquidity buffer consists predominantly of assets from 
liquidity group 1. It is thus Jyske Bank's policy that it 
must be able to meet the limit of the survival horizon 
of stress scenario 1 merely by freeing assets from li-
quidity group 1. 
 
At end-2016, Jyske Bank had a definite overweight of 
ultra-liquid assets as illustrated by the chart.  
 

 
 

 
The table below shows the development of Jyske Bank's 
liquidity buffer over a 12-month period under stress 
scenario 3. At end-2016, the Group’s liquidity buffer 
amounted to DKK 77bn against DKK 73bn at end-
2015. The reserve consists mainly of Danish mortgage 
bonds and covered bonds. DKK 69bn of the buffer is el-
igible at either the Danish central bank or the ECB.   
 

LIQUIDITY RESERVE AND RUN-OFF 

(DKKbn) 2016 2015 

Beginning of period  76.9 72.6 

3 months 55.1 51.1 

6 months  45.5 46.8 

9 months  42.3 40.9 

12 months  37.3 39.0 

 

Capital market funding 
To manage the long-term strategic liquidity risk pro-
file, two different capital market programmes are uti-
lised to ensure maximum flexibility with regard to ma-
turity, currency, interest rate (fixed/floating) and in-
vestor base. 
 

The French-regulated CP programme, set up in 2006, 
ensures diversification and depth in the Group’s short- 
and medium-term liquidity management so as to com-
ply with the limit structure of the Group. Funding under 
the programme may have a term of up to one year. At 
end-2016, outstanding bonds under the CP pro-
gramme amounted to DKK 27.6bn (EUR 3.7bn) against 
DKK 23.9bn (EUR 3.2bn) at end-2015.  In 2016, the 
program outstandings averaged DKK 25.8bn (EUR 
3.5bn). The weighed residual maturity of the CP out-
standings as of end-2016 was 4 months compared to 
3.7 months end-2015. 
 
For long-term funding in the international capital mar-
kets, the Group has utilised a Euro Medium Term Note 
Programme (EMTN) since 1999. The typical maturity of 
senior debt is between two and ten years. Issuance of 
subordinated Tier 2 notes can be covered by the pro-
gram. At end-2016, senior issues under the pro-
gramme amounted to DKK 18.3bn against DKK 17.4bn 
at end-2015. Outstanding issues of subordinated Tier 
2 notes amounted to DKK 1.3bn compared to 0.3bn 
end-2015. 
 

CAPITAL MARKET PROGRAMMES 

  Limit 

French commercial Paper (CP)   EUR 5bn 

European Medium Term Note (EMTN)  USD 8bn 

 
Over the past couple of years, Jyske Bank has, due to 
its high deposit surplus, only had limited activity in the 
private placement market. However, it is an integral 
part of the Group's risk management to maintain on-
going access to the market for public benchmark is-
sues, and the Group's funding plan includes at least 
one  annual  public benchmark bond (EUR 500m) issue. 
  
The first months of 2016 saw high yield volatility, con-
tinued geopolitical unrest as well as the implementa-
tion of both the LCR and the BRRD, which increased 
credit spread volatility and resulted in widening credit 
spreads for senior debt and also, not least, for supple-
mentary capital. The ECB's comprehensive new stimu-
lus package was however a catalyst to reduce the risk 
aversion characterising the first quarter and resulted 
in improvement of issue conditions. 

74%
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The positive market sentiment continued over the 
summer, and the credit spreads narrowed significantly 
over the third quarter. Underlying geopolitical unrest 
has resulted in some volatility, but markets were on 
the whole constructive, and spreads at end-2016 were 
significantly lower than at the beginning of the year in 
respect of supplementary capital as well as senior and 
covered bonds.  
 
The Group issued a 5-year senior fixed-rate EUR 500m 
bond in mid-April. The 5-year issue was the Group's 
first fixed-rate senior issue in benchmark format. 
 
The Group has been active in issuance of SEK senior 
bonds since from 2011. In mid-May, the Group issued 
subordinated loans in the amount of SEK 1bn in the 
form of 10-year bonds with the possibility of early re-
demption after five years. The Tier 2 issue in SEK was 
the Group's first issue of supplementary capital since 
2006 and was an integrated part of the adjustment of 
the Group's capital structure. In September 2016, the 
adjustment process continued with issuance of SEK 
1.25bn and DKK 500m AT1 capital. The AT1 issue is 
perpetual and offers the possibility of early redemption 
after 5 years. Adjusted for cross-currency basis swaps, 
the investor return was, on the day of issue, practically 
identical for the two AT1 bonds.  
 
In relation to assessing the Group's future require-
ments for issuance of senior debt, the Group awaits the 
final FSA's announcement about minimum require-
ments for own funds and eligible liabilities (MREL). Fur-
thermore the final regulatory clarification on the legal 
format required for MREL eligible liabilities is neces-
sary for the Group to initiate any issuance of so-called 
senior non-preferred bonds. 
 

Liquidity risk legislation and supervisory dia-
mond  
The LCR is a short-term (30 days) stress scenario. The 
critical survival horizon for the Group’s stress scenario 
1 has been the anchor in the Groups limit structure on 
a daily basis since 2007. Stress scenario 1 remains a 
key short term limit and part of overall liquidity risk 
management, but from 2017 it will be supplemented 
by an adjusted version of the LCR on a daily basis to 
achieve unambiguousness in the monitoring and in the 
limits set.  
 

Being a Danish O-SII, the Group was required to be 
100% compliant with the LCR requirement from 1 Oc-
tober 2015. The LCR requires that at least 30% of the 
total liquid LCR reserves must be government bonds. 
The remaining part of the LCR reserve (max. 70%) may 
consist of mortgage bonds, of which the most liquid 
ones in 'Level 1b' are included with a haircut of 7%.   
 
As of end-2016, the Group's LCR was 193% compared 
to 149% as of end-2015.  
 
The composition of the Groups LCR buffer net of hair-
cuts as of end-2016 is shown below: 
 

GROUP LCR BUFFER 

  Dkkbn % 

Level 1a 35.6 50 

Level 1b 31.5 45 

Level 2a + 2b 3.8 5 

Total  70.9 100 

 
Currently the Group's minimum target for the LCR is a 
Group LCR of 150%, with some flexibility regarding the 
actual composition of the buffer. The primary focus in 
the management of the Group’s LCR buffer is on the to-
tal amount of LCR eligible Level 1 and Level 2 assets 
whereas the split between Level 1a and other eligible 
LCR assets is of secondary importance as far as overall  
compliance is achieved. 
 
As a Danish O-SII Jyske Bank has been instructed to 
comply with a modified LCR requirement in EUR. The 
modification consists of three essential elements: 
  
1) There is no cap on the amount of EUR Level 1b and 
Level 2 assets. 
2) There is no limit to the recognition of inflow from de-
rivatives in EUR. 
3) There is no requirement to keep EUR reserves for po-
tential cash outflow from derivatives. 
 
The regulatory requirement came into force on 1 Octo-
ber 2016 (by 60%) to be fully phased in by October 
2017. Jyske Bank is fully compliant with a substantial 
buffer to the 100% requirement as of end-2016. 
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It is expected that the Net Stable Funding Ratio will be 
a statutory requirement within the coming years. In 
the first draft of the NSFR from EU Commission late 
2016, Danish Mortgage bonds governed by the “exten-
sion trigger” are recognised as “closely related to the 
loans” which means, that the NSFR compliance in 
BRFkredit will be easier to achieve. At group level Jyske 
Bank has been fully NSFR compliant throughout 2016 
with the current tougher Basel guidelines and the 
Group NSFR as of end-2016 was 102.3%. 
 

Funding in the supervisory diamond  
The benchmark of the supervisory diamond for mort-
gage credit institutions relating to loans with short-
term funding must be met as of 2020. The benchmark 
does not consider future re-financing risk, but is deter-
mined backwards based on actually completed bond 
issues per quarter, including re-financing completed 
well in advance of the maturity of the old bonds. To 
comply with this, the proportion of loans that is re-fi-
nanced per quarter must be less than 12.5% of the total 
loan portfolio, and annually the proportion must 
amount to less than 25% of the loan portfolio. The time 
of the auction determines the time when refinancing is 
considered as taking place, and the cash debt out-
standing is measured. The benchmark can be met both 
by reducing the volume of loans with frequent re-fi-
nancing and by spreading the re-financing auctions 
over the year.  
 
Compliance with the funding requirements in the Su-
pervisory Diamond was reached at end-2016 through 
the previously mentioned initiatives to term out the 
funding of BRFkredit.  
 

Asset encumbrance 
Asset encumbrance is a natural and inevitable part of 
the Group's daily activities. However, a large asset en-
cumbrance on the Group's assets will entail a struc-
tural subordination of the Group's unsecured credi-
tors. To ensure that the Group at all times has access 
to unsecured funding, a policy has been established to 
ensure that asset encumbrance is not extended to any 
inexpedient extent. 
 
At Jyske Bank, the following types of asset encum-
brance of material extent have been identified. The pri-
mary sources of asset encumbrance stem from the fol-
lowing: 

                                                                    
8 Asset encumbrance is specified in further detail according to the 

requirements as per the CRR on www.investor.jyskebank.com/in-
vestorrelations/capitalstructure. 

 Issuance of covered bonds 

 Periodical short term funding in central banks 
(Danmarks Nationalbank and the ECB) 

 Repo financing  

 Derivatives and clearing activities 
 

ASSET ENCUMBRANCE 

DKKbn 2016 2015 

Total encumbered assets 367 333 

-  of which: derivatives collateral 47 37 
-  of which: REPO 32 42 
-  of which: Central Bank funding 0 0 
-  of which: covered bonds-issuance 288 250 
-  of which: other assets 0 5 

Total assets 587 543 

Encumbrance ratio 63% 61% 

 
As the amounts in the above table8 suggest, the issu-
ance of covered bonds is by far the most substantial 
source of encumbrance. Encumbrance occurs through 
BRFkredit both as mortgages provided directly by 
BRFkredit and as mortgages provided by Jyske Bank 
with a subsequent joint funding. Issuance of covered 
bonds is a long-term and strategically important in-
strument to ensure stable and attractive funding. 
 
The Group does not wish to be structurally dependent 
on funding its activities from central banks and liquid-
ity management is performed at a prudent level trying 
to avoid such funding. On the other hand, in case of 
larger unexpected flows, periodically short term bor-
rowing cannot be ruled out and is regarded as a natural 
tool for borrowing of last resort. 
 
Participation in the repo market for institutional cli-
ents and other financial institutions forms an integral 
part of the business model of Jyske Markets. It is the 
policy that such repo transactions are covered by col-
lateral agreements (CSA) so the Group does not as-
sume credit risk through such transactions. Repo 
transactions are solely carried out on liquid assets 
where the market price can be observed in the market. 
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Also, repo transactions are included as a natural ele-
ment of the management of the Group's liquidity 
buffer. Even though repo transactions form an im-
portant element in Jyske Markets, these can fairly 
quickly be scaled up or down. 
 
Derivatives and clearing activities involve asset en-
cumbrance via agreements on provision of financial 
collateral. The Group strives to ensure that collateral is 
primarily received and given through cash but includes 
also provision of collateral in the form of bonds.  

 
Credit ratings 
The Jyske Bank Group is rated by Standard & Poor’s 
(S&P).  Jyske Banks senior rating has been A- with a sta-
ble outlook since 2011. BRFkredit has the same rating 
as Jyske Bank. 
 
The rating of subordinated Tier 2 capital is BBB as the 
Tier 2 rating is notched down two notches from the 
SACP. 
 
In November 2016, S&P published an updated rating 
report on Jyske Bank. All in all, S&P acknowledges Jyske 
Bank’s efforts to enhance stability in long term earn-
ings via the successful growth in the bank’s home loan 
products, which have provided a much higher diversifi-
cation in the loan book and an overall reduction in the 
risk profile.  

S&P also recognises the flexibility in Jyske Bank’s capi-
tal adaption process in relation to capital redistribu-
tion in the light of future regulatory uncertainties (Ba-
sel IV) and projects Jyske Bank’s RAC to remain be-
tween 10.5-11% over the next two years. The stronger 
RAC is expected to be supported by stronger and more 
stable earnings. 
 
All new mortgage loans at BRFkredit and the majority 
of Jyske Bank's new home loans are funded through the 
issuance of mortgage bonds from BRFkredit's Capital 
Centre E (SDO), which is rated AAA. It is a key objective 
of the Group to maintain S&P's AAA rating for 
BRFkredit's capital centres.  
 
The capital requirement to maintain the AAA rating for 
BRFkredit's capital centres is assessed continuously by 
S&P, among other things on the basis of BRFkredit's is-
suer rating as well as the growth and composition of 
the loan portfolio at the capital centres. At end-2016, 
the capital requirement from S&P totalled DKK 10.8bn 
against DKK 13.9bn at end-2015.  
 

STANDARD & POOR'S CREDIT RATINGS 

  Long term 
Short 
term 

Individual (SACP) 

Jyske Bank - issuer rating         

2006 A (positive outlook) A-1 - 

2007 - 2008 A+ (stable outlook) A-1 - 

2009 - 2010 A (negative outlook) A-1 - 

2011 - 2014 A- (stable outlook) A-2 bbb+ (stable outlook) 

2015 - 2016 A- (stable outlook) A-2 A- (stable outlook) 

          

BRFkredit - issuer rating         

2014 A- (stable outlook) A-2 bbb+ (stable outlook) 

2015 - 2016 A- (stable outlook) A-2 A- (stable outlook) 

          
BRFkredit - mortgage bond ratings   2016     

Covered bonds, Capital Centre E AAA (stable outlook)     

Mortgage bonds, Capital Centre B   AAA (stable outlook)     

Mortgage bonds, General Capital Centre   AAA (stable outlook)     
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Operational risk 
 

 The overall level of operational risks is un-
changed this last year. 

 Following the merger with BRFkredit in 2014, 
relevant processes have on an on-going basis 
been integrated, and in step with this, the op-
erational risks relating to the merger have 
been reduced.   

 Cyber risk, external fraud and a vast amount 
of new or changed legislation are external fac-
tors that contribute to increasing risk.  

 The operational risks are at an acceptable 
level and subject to continuous managerial 
attention. 
 

 
Jyske Bank is exposed to potential losses as a result of 
operational risks, including inexpedient processes, hu-
man errors, IT errors as well as fraud.  Operational risk 
relates to all internal processes and can therefore not 
be eliminated. The Group monitors and actively man-
ages operational risk to reduce the risk of operational 
events resulting in material loss and damage to repu-
tation.   

 
Policy  
Jyske Bank's Group Supervisory Board sets out a policy 
for operational risk, which states the framework for 
identification, assessment, monitoring and manage-
ment of the operational risk as well as the Group Su-
pervisory Board's risk profile for the area.  
 
The purpose of the policy is to keep operational risks at 
an acceptable level in respect of the Group's overall ob-
jectives and the cost associated with reducing the 
risks. Therefore the Group Supervisory Board has laid 
down a number of principles for the set-up and man-
agement of the Group where, among other things, at-
tention must be paid to sufficient resources, IT support 
of material work processes, due separation of func-
tions as well as stable development and operational 
processes.   
 
In the policy, the Group Supervisory Board has decided 
an upper limit to how many large risks the Group may 
assume. This limit was not breached throughout 2016 
and it is not expected to be breached in 2017.   
 

Risk identification and assessment 
In the internal risk management, scenario analysis is 
used that support the reduction of risk and a higher 
awareness about operational risks in the organisation.  
 
Scenario analyses chart the Group's largest opera-
tional risks by analysing central processes and events 
that could cause loss. An assessment of the effective-
ness of the control environment will reveal risks that 
are insufficiently covered by existing controls. The sce-
nario analyses propose ways in which operational risks 
can be reduced.  
 
Jyske Bank analyses all risk scenarios that may cause 
direct or indirect loss of more than DKK 5m or which 
could materially damage the Group's reputation. The 
scenarios are identified in cooperation with manage-
ment, with reference to internal and external events.  
 
The risk scenarios cover all business areas in the Group 
and a broad range of risks such as the provision of in-
correct advice, trading errors, errors in models as well 
as errors in internal and external reporting. Also the 
risk of fraud is analysed. Operational risks at im-
portant business partners are included in the scenario 
analysis, including errors in IT development or IT fail-
ure. The scenario analyses are prepared in cooperation 
with the external parties.  
 

Management and monitoring 
Developments in operational risk are monitored to en-
sure the best possible basis for risk management. Mon-
itoring is based on continuous dialogue with manage-
ment to ensure that all the material operational risks 
of the Group are reflected in the risk scenarios. Risk 
scenarios, risk exposure and control environment are 
evaluated annually in cooperation with the business 
units. 
 
In addition to the monitoring of potential risks in the 
form of the risk scenarios, registration takes place in 
the Group of all operational errors or incidents that 
caused losses or gains in excess of DKK 5,000. Each 
registration includes information about the incident, 
for instance about product, work process and cause of 
error. Data are used for analysis and reporting with a 
view to optimising processes and reducing future 
losses. 
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The Group Executive Board and the relevant business 
unit directors are in charge of operational risk manage-
ment. This management is an integral part of daily op-
erations through policies and controls established 
with the object of securing the best possible pro-
cessing environment. On the basis of scenario analysis 
and regular reporting of the Group's operational risks, 
management considers the Group's risk exposure on 
an ongoing basis and decides whether to introduce in-
itiatives to reduce operational risks.  
 
The Group Executive Board and the Group Supervisory 
Board receive a quarterly report that describes the de-
velopment of the Group’s operational risks accompa-
nied by error statistics from the error registry. Trans-
gressions of defined risk targets are also reported. 

 
Development in operational risks 
The overall level of operational risks is unchanged this 
last year. Following the merger with BRFkredit in 2014, 
relevant processes have on an on-going basis been in-
tegrated, and in step with this, the operational risks re-
lating to the merger have been reduced. Continuous fo-
cus is on improving the quality of the working pro-
cesses and IT solutions for handling home loans as 
these are essential in enabling the Group to cope with 
the high level of activity in the area 
 
Bankdata, which provides IT solutions to Jyske Bank, is 
currently working with new capital market IT solu-
tions. This increases the operational risks for the com-
ing years in Jyske Bank as a large number of critical sys-
tems used for trading, position management, risk 
management and settling will be changed. The project 
risk has increased, as has the risk of errors in the or-
ganisation due to the increased resource demand dur-
ing the project period. Once implemented, the new IT 
solutions are expected to decrease the operational 
risks. 
 
Just as other financial institutions, Jyske Bank is af-
fected by a large number of new and changed legisla-
tive requirements, which adds to the pressure on the 
Jyske Bank Group.  
 
The threat from cyber risk is continuously increasing 
with more advanced threats and the growing depend-
ency on digitalization. Jyske Bank, JN Data and 
Bankdata are focusing on maintaining the protection 
against cyber-attacks along with the detection and re-
sponse capabilities.  
 

Jyske Bank still experiences many attempts of external 
fraud, of which the greater part is prevented through 
an extensive control environment and vigilance on the 
part of the employees. Despite the focused efforts, it is 
impossible to eliminate the risk.  
 
Breakdown of losses 
The breakdown of operational losses registered in 
2016 by category shows that most errors occur due to 
manual errors when executing orders and agreements. 
Continuous follow-up takes place to determine 
whether particularly inexpedient work processes 
cause many errors. The majority of the errors happens 
when handling home loans. The home loan working 
processes will continuously be analysed to ensure fur-
ther optimisation.  
 
 
The errors that were generally most expensive related 
to advisory services rendered to clients as well as the 
development and administration of the Group's prod-
ucts.  
 
External fraud accounts for more than a third of the in-
cidents in 2016 and can to a great extent be ascribed 
to payment card fraud. The majority of the losses are, 
however, of a limited size.   
 

Breakdown of losses 

 
 
The specification of errors only includes direct losses 
that are recognised separately, for instance, compen-
sation to clients, loss of means and extra expenses. 
Therefore a category such as business disruption and 
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system failures ranks low on the list as such incidents 
will primarily result in loss of working hours. 

 
Own funds requirement for operational risk 
The own funds requirement for Jyske Bank is deter-
mined by means of the standardised approach. At end-
2016, the overall own funds requirement for the Group 
amounted to DKK 1,363m against DKK 1,344m at end-
2015. The marginal increase in the own funds require-
ment is due to rising net income in the three years cov-
ered by the calculation.  
 

The Bank for International Settlements has submitted 
a draft for a new standardised approach for opera-
tional risk. It is still too early to know to which extent 
it will change Jyske Bank’s own funds requirement. 
 
 

  



Appendix 1: Supplementary tables for the Group 
 

JYSKE BANK RISK AND CAPITAL MANAGEMENT 2016 55 

Appendix 1: Supplementary tables for the Group 
OWN FUNDS REQUIREMENT (STANDARDISED APPROACH) 

DKKm 2016 2015 

Central governments or central banks   -   - 
Regional governments or local authorities 0 0 
Public sector entities 1 0 
Multilateral development banks   -   - 
International organisations   -   - 
Institutions 360 487 
Corporates 132 139 
Retail 18 32 
Secured by mortgages on immovable 
Property 

88 92 

In default 25 22 
Exposures associated with particularly high risk   -   - 
Covered bonds 18 21 
Institutions with a short-term credit  
assessment 

14 12 

Equity 538 485 

Total 1,195 1,291 

 
OWN FUNDS REQUIREMENT (AIRB APPROACH) 

DKKm 2016 2015 

Corporates, total 6,187 6,248 

Large corporate clients 4,104 3,611 

Specialised lending 26 22 

SME corporates 2,057 2,615 

Retail, total 3,178 2,975 

Real property, personal 2,357 2,090 

Real property, SMEs 191 201 

Other retail, private 425 464 

Other retail, SMEs 205 221 

Securitisations 12 11 

Assets without counterparties 542 461 

Total 9,919 9,695 

 
 

EXPOSURE TO SPECIALISED LENDING BROKEN DOWN BY RISK WEIGHTING 

  2016 2015 

DKKm 
Time to maturity 

 < 2½ years 
Time to maturity 

 > 2½ years 
Time to maturity 

 < 2½ years 
Time to maturity 

 > 2½ years 

Risk weighting 50% 19   - 1   - 

Risk weighting 70% 220 35 51 31 

Risk weighting 115% 104 16 90 1 

Risk weighting 250% 18   - 42 3 

Defaulted exposures (risk weight 0)   -   - 98 63 

Total 360 51 281 98 
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EXPOSURES ACCORDING TO THE STANDARDISED APPROACH WITH IMPAIRMENT CHARGES AND COLLATERAL 

DKKm 
EAD after value adjustments 
but before credit reductions 

Balance of loan impairment 
charges and provisions for  

guarantees, inclusive of  
discount and value adjustment 

Collateral 

Central governments or central banks 4,933   - 48 

Regional governments or local authorities 8,357   - 2,882 

Public sector entities 259   - 197 

Multilateral development banks 9,582   - 6,407 

International organisations   -   -   - 

Institutions 46,605 15 31,205 

Corporates 2,999 7 1,130 

Retail 1,158 14 851 

Secured by mortgages on immovable property 2,078   -   - 

In default 1,423 538 134 

Exposures associated with particularly high risk 1   - 1 

Covered bonds 2,310   -   - 

Institutions with a short-term credit assessment 340   -   - 

Equity 3,024   -   - 

Total 2016 83,070 575 42,853 

Total 2015 79,688 432 39,493 

Note: Real property collateral according to the standardised approach equals the exposure class Secured by mortgages on immovable property 
and is not shown explicitly. 
 

EXPOSURES ON THE AIRB APPROACH WITH IMPAIRMENT CHARGES AND COLLATERAL 

DKKm 
EAD after value adjustments  
but before credit reductions 

Balance of loan impairment 
charges and provisions for  

guarantees, inclusive of 
 discount and value adjustment 

Collateral 

Corporates, total 260,294 4,778 195,202 

Large corporate clients 204,578 1,014 174,597 

Specialised lending 412 13   - 

SME corporates 55,305 3,751 20,605 

Retail, total 208,327 1,694 180,322 

Real property, personal 174,270 598 167,640 

Real property, SMEs 8,531 192 5,628 

Other retail, private 17,799 460 4,899 

Other retail, SMEs 7,727 445 2,155 

Securitisations 990   -   - 

Assets without counterparties 6,769   -   - 

Total 2016 476,380 6,472 375,525 

Total 2015 457,638 8,303 360,994 

Note: The above does not include collateral of DKK 1.9bn at end-2016 recognised with a direct substitution impact, where exposures are trans-
ferred to other counterparties. 
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AVERAGE EXPOSURES BROKEN DOWN BY EXPOSURE CATEGORY 

DKKm 2016 2015 

Exposures according to the standardised approach     

Central governments or central banks 5,794 10,571 

Regional governments or local authorities 7,750 7,819 

Public sector entities 210 194 

Multilateral development banks 2,990   - 

International organisations 0 0 

Institutions 39,770 50,939 

Corporates 3,755 3,912 

Retail 1,306 2,725 

Secured by mortgages on immovable property 2,166 2,470 

In default 1,373 1,354 

Exposures associated with particularly high risk 1 2 

Covered bonds 2,535 3,159 

Institutions with a short-term credit assessment 441 326 

Equity 2,818 4,381 

Exposures according to the AIRB method     
Corporates, total 264,876 249,427 

Large corporate clients 206,199 190,543 

Specialised lending 454 389 

SME corporates 58,224 58,494 
Retail, total 200,554 183,421 

Real property, personal 166,472 148,545 

Real property, SMEs 7,845 8,127 

Other retail, private 18,341 18,215 

Other retail, SMEs 7,896 8,534 
Securitisations 769 520 

Assets without counterparties 6,469 5,497 

Total  543,576 526,719 
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GEOGRAPHICAL BREAKDOWN OF EXPOSURES 

DKKm Denmark Rest of the EU Rest of the world   Total 2016  

  Exposures according to the standardised approach           

  Central governments or central banks   4,748 184 1 4,933 

  Regional governments or local authorities   8,357   - 0 8,357 

  Public sector entities   259   -   - 259 

  Multilateral development banks   2,947 6,762   - 9,708 

  International organisations     -   -   -   - 

  Institutions   29,587 9,182 8,036 46,805 

  Corporates   1,551 365 1,102 3,018 

  Retail   17 354 788 1,159 

  Secured by mortgages on immovable property   137 842 1,099 2,078 

  In default   92 1,005 359 1,456 

  Exposures associated with particularly high risk   1   -   - 1 

  Covered bonds   2,052 204 54 2,310 

  Institutions with a short-term credit assessment     -   - 340 340 

  Equity   3,024   -   - 3,024 

  Exposures according to the AIRB method           
Corporates, total 255,846 2,009 2,438 260,294 

Large corporate clients 201,246 1,165 2,166 204,578 

Specialised lending 412   -   - 412 

SME corporates 54,189 844 272 55,305 

Retail, total 207,424 382 521 208,327 

Real property, personal 173,783 199 288 174,270 

Real property, SMEs 8,500 19 11 8,531 

Other retail, private 17,461 123 215 17,799 

Other retail, SMEs 7,680 41 7 7,727 

Securitisations 211 780   - 990 

Assets without counterparties 6,769   -   - 6,769 

Total 2016 523,020 22,069 14,738 559,827 

Total 2015 453,842 13,084 68,358 535,283 

 
 

GEOGRAPHICAL BREAKDOWN OF EXPOSURE-WEIGHTED AVERAGES OF PD AND LGD 
 Denmark Rest of the EU Rest of the world 

  Av. PD Av. LGD Av. PD Av. LGD Av. PD Av. LGD 

Large corporate clients                     3.90                   10.93                      0.83                   51.76                      0.14                    54.84  

SME corporates                  11.95                    38.61                   13.74                    35.97                      0.95                    27.87  

Real property, personal                     2.60                    10.28                    16.85                    20.82                      8.12                   20.11  

Real property, SMEs                     8.29                    18.84                      1.74                      4.34                      0.64                    10.22  

Other retail, private                     5.13                    38.42                   11.01                    50.63                    31.93                    55.29  

Other retail, SMEs                  10.74                    38.26                      4.85                   34.47                      3.10                   46.02  

Total 2016                     4.60                   15.59                     7.32                   42.89                     3.30                   48.82  

Total 2015                      5.55                   16.36                      9.90                   42.14                      1.79                      5.44  

Note: The table does not include securitisations and assets without counterparties. 
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SECTOR BREAKDOWN OF EXPOSURES ACCORDING TO THE STANDARDISED APPROACH BROKEN DOWN BY EXPOSURE CATEGORY 
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Banks and  
mortgage 
credit institu-
tions 

64   -   - 6,762   - 40,670   -   -   -   -   - 2,183 340 2,813 52,831 51,402 

Construction   -   -   -   -   -   - 2 0 24 2   -   -   -   - 29 14 

Energy supply   - 13   -   -   -   - 6   - 1   -   -   -   -   - 20 26 

Real property   -   -   -   -   -   - 93 0 85 9   -   -   - 59 246 351 

Finance and  
insurance 

  - 1,974   -   -   - 6,135 1,926 4 382 447 1 128   - 151 11,148 7,098 

Manufactu-
ring, mining, 
etc. 

  -   -   -   -   -   - 146 1 20 1   -   -   -   - 168 182 

Commerce   -   -   -   -   -   - 9 0 34 0   -   -   -   - 44 71 

Information 
and communi-
cation 

  -   -   -   -   -   - 3   -   - 0   -   -   - 0 4 5 

Agriculture, 
hunting,  
forestry and 
fishing 

  -   -   -   -   -   - 26 3   - 2   -   -   -   - 30 3 

Public  
authorities 

905 6,250 259 2,947   -   -   -   -   -   -   -   -   -   - 10,361 8,009 

Governments 3,864   -   -   -   -   -   -   -   -   -   -   -   -   - 3,864 5,405 

Transport,  
hotels and  
restaurants 

36 117   -   -   -   - 6 0 5 2   -   -   -   - 166 220 

Other sectors 65 2 0   -   -   - 795 1 240 19   -   -   -   - 1,123 1,162 

Personal 
clients 

  -   -   -   -   - 0 5 1,149 1,287 974   -   -   -   - 3,415 3,697 

Total 2016 4,933 8,357 259 9,708 0 46,805 3,018 1,159 2,078 1,456 1 2,310 340 3,024 83,447   

Total 2015 6,897 7,236 197 0 0 48,739 3,777 1,422 2,335 1,312 1 2,663 307 2,758   77,645 
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SECTOR BREAKDOWN OF EXPOSURES ACCORDING TO THE AIRB APPROACH BROKEN DOWN BY EXPOSURE CATEGORY 
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Construction 1,633   - 3,246 64 173 0 646 5,763 4,517 

Energy supply 2,654 380 2,366   - 28   - 105 5,534 5,749 

Real property 116,626   - 14,004 7 467 4 304 131,411 118,818 

Finance and insurance 44,332   - 9,410   - 1   - 19 53,763 73,312 

Manufacturing, mining, etc. 9,028 18 4,326   - 62 1 320 13,753 12,912 

Commerce 6,054   - 6,934   - 337 1 650 13,976 13,082 

Information and communication 264   - 793   - 4 1 31 1,093 1,008 

Agriculture, hunting, forestry and fishing 165 14 6,759 1 1,921 2 2,156 11,017 11,526 

Public authorities 364   - 3   -   -   - 0 367 396 

Transport, hotels and restaurants 2,794   - 2,206   - 122 2 615 5,739 5,404 

Other sectors 15,400   - 3,688 307 204 48 766 20,413 19,136 

Personal clients 5,263   - 1,569 173,890 5,211 17,742 2,114 205,791 185,691 

Total 2016 204,578 412 55,305 174,270 8,531 17,799 7,727 468,620   

Total 2015 201,125 379 61,909 153,916 7,752 18,348 8,123   451,552 

Note: The table does not include securitisations and assets without counterparties. 
 

EXPOSURE BY TIME TO MATURITY 

DKKm   < 1 year     1 - 5 years     > 5 years     Total   

  Exposures according to the standardised approach           

  Central governments or central banks   4,925 8   - 4,933 

  Regional governments or local authorities   5,169 2,980 208 8,357 

  Public sector entities   259   -   - 259 

  Multilateral development banks   317 9,391   - 9,708 

  International organisations     -   -   -   - 

  Institutions   39,341 6,753 711 46,805 

  Corporates   2,912 96 9 3,018 

  Retail   1,129 30   - 1,159 

  Secured by mortgages on immovable property   1,885 174 20 2,078 

  In default   1,398 58   - 1,456 

  Exposures associated with particularly high risk   1   -   - 1 

  Covered bonds     -   - 2,310 2,310 

  Institutions with a short-term credit assessment   0 340   - 340 

  Equity     -   - 3,024 3,024 

  Exposures according to the AIRB method           

Corporates, total 41,400 96,893 122,001 260,294 

Large corporate clients 37,098 47,583 119,897 204,578 

Specialised lending   - 411 0 412 

SME corporates 4,302 48,900 2,103 55,305 

Retail, total 629 53,461 154,237 208,327 

Real property, personal 149 23,383 150,738 174,270 

Real property, SMEs 110 6,398 2,023 8,531 

Other retail, private 219 16,507 1,073 17,799 

Other retail, SMEs 150 7,174 403 7,727 

Securitisations   -   - 990 990 

Assets without counterparties   -   - 6,769 6,769 

Total 2016 99,365 170,184 290,279 559,827 

Total 2015 128,454 149,459 257,370 535,283 
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GEOGRAPHICAL BREAKDOWN OF IMPAIRED AND PAST DUE EXPOSURES 

DKKm 
EAD for impaired  

exposures 
EAD for past due  

exposures 

EAD, 
both past due  
and impaired 

Development in loan impairment 
charges and provisions over the 

year inclusive of  
discount and value adjustment 

Denmark 29,292 2,850 2,428 -1,650 

Rest of the EU 309 81 0 -23 

Rest of the world 149 7 4 -15 

Total 2016 29,750 2,938 2,433 -1,688 

Total 2015 38,412 2,828 2,614 -1,007 

 
 
 

OVERVIEW OF EXPOSURES BROKEN DOWN BY QUALITY STEP BEFORE AND AFTER CREDIT RISK REDUCTION (2016) 

  DKKm      Covered bonds  
 Institutions with a 
short-term credit 

assessment  
 Institutions  

 Public sector  
entities  

 Regional  
governments or 

 local authorities  

  Before After Before After Before After Before After Before After 

Step 1 280 280   -   - 2,749 3,144 259 62 8,149 5,267 

Step 2 138 138 340 340 16,521 16,361   -   -   -   - 

Step 3 1,892 1,892   -   - 13,179 8,244   -   -   -   - 

Step 4   -   -   -   - 2,932 491   -   -   -   - 

Step 5   -   -   -   -   -   -   -   -   -   - 

Step 6   -   -   -   -   -   -   -   -   - 0 

Note: Jyske Bank uses external ratings from Moody's when calculating the own funds requirement for the credit risk on governments and credit 
institutions. The external ratings are being mapped to credit quality steps based on instructions from the EBA and according to the CRR. The 
ratings used are delivered on a daily basis and are automatically updated in the central systems that form the basis of determination of the own 
funds requirement. 
 
 

SPECIFICATION OF EXPOSURES TO LOANS AND GUARANTEES FOR AIRB CORPORATES  

DKKm EAD Undrawn Average RW Collateral 
Impairment charges 

and provisions 

Credit rating class           
Rating 1-5 62,353 6,576                                             0.15  45,868 0 

Rating 6-10 102,789 7,389                                             0.28  86,740 3 

Rating 11-14 26,076 2,395                                             0.86  22,023 819 

Default 6,940 397                                             0.53  3,216 3,269 

Total 2016 198,157 16,756                                            0.30  157,848 4,091 

Note: The impairment charges and provisions item includes value adjustments but not management's estimates and discount. 
 
 

SPECIFICATION OF EXPOSURES TO LOANS AND GUARANTEES FOR RETAIL CLIENTS WTIH PROPERTY EXPOSURES  

DKKm EAD Undrawn Average RW Collateral 
Impairment charges 

and provisions 

Credit rating class           

Rating 1-5 27,219 693                                 0.03  23,351 0 

Rating 6-10 136,887 1,096                                 0.15  134,362 2 

Rating 11-14 14,234 107                                 0.60  13,655 36 

Default 2,159 59                                 0.85  1,783 533 

Total 2016 180,499 1,954                                0.18  173,151 571 

Note: The impairment charges and provisions item includes value adjustments but not management's estimates and discount. 
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SPECIFICATION OF EXPOSURES TO LOANS AND GUARANTEES FOR RETAIL CLIENTS WTIHOUT PROPERTY EXPOSURES  

DKKm EAD Undrawn Average RW Collateral 
Impairment charges 

and provisions 

Credit rating class           

Rating 1-5 7,829 1,636                                 0.16  1,760 0 

Rating 6-10 8,656 844                                 0.40  3,040 3 

Rating 11-14 5,009 127                                 0.48  2,127 90 

Default 1,121 18                                 0.48  69 745 

Total 2016 22,614 2,625                                0.33  6,996 839 

Note: The impairment charges and provisions item includes value adjustments but not management's estimates and discount. 

 
 

MAIN TYPES OF GUARANTORS AND THEIR CREDITWORTHINESS 

  Type Collateral (DKKm) Av. Credit rating 

Corporates Surety 1,550 4.8 

Retail Surety 782 3.7 

Governments Guarantee 2,197 1.0 

Total 2016   4,529   

Total 2015   5,481   

 
 

BREAKDOWN OF EXPOSURES FOR CLIENTS WITH COLLATERAL ACCORDING TO THE STANDARDISED APPROACH 

DKKm EAD Collateral 

Central governments or central banks 48 48 

Regional governments or local authorities 4,476 2,882 

Multilateral development banks 6,740 6,407 

Public sector entities 202 197 

Institutions 33,199 31,205 

Corporates 1,516 1,112 

Retail 1,016 835 

Secured by mortgages on immovable property 297 33 

In default 598 134 

 Exposures associated with particularly high risk   1 1 

Total 2016 48,092 42,853 

Total 2015 47,415 39,493 

 
 

BREAKDOWN OF EXPOSURES FOR CLIENTS WITH COLLATERAL PROVIDED IN THE FORM OF GUARANTEES  

DKKm EAD Collateral 

Corporates, total 8,635 2,562 

Large corporate clients 2,187 741 

Specialised lending   -   - 

SME corporates 6,447 1,821 

Retail, total 85 56 

Real property, personal   -   - 

Real property, SMEs   -   - 

Other retail, private 41 30 

Other retail, SMEs 44 26 

Total 2016 8,720 2,618 

Total 2015 8,211 2,520 

Note: The above does not include collateral of DKK 1.9bn at end-2016 recognised with a direct substitution impact, where exposures are trans-
ferred to other counterparties.  
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Appendix 2: Supplementary tables for Jyske Bank A/S 
CAPITAL BASE 

DKKm 2016 2015 

Equity 31,038 30,040 

Intangible assets -40 -48 

Deferred tax assets relating to  
intangible assets 

9 11 

Cautious valuation -251 -251 

Deferred tax assets     - 

Share-buyback programme - -644 

Expected dividend -499 -499 

Other deductions -30 -81 

Common Equity Tier 1 capital 30,227 28,528 

Additional Tier 1 capital 2,250 907 

Other deductions -69 -98 

Tier 1 capital 32,408 29,337 

Tier 2 capital 1,298 403 

Diff. between expected losses and impairment charges 203 418 

Other deductions -220 -192 

Capital base 33,689 29,966 

Total risk-weighted exposure 134,825 135,270 

 
 

CAPITAL REQUIREMENTS BY RISK TYPE  

DKKm 2016 % of REA 2015 % of REA 

Pillar I       

Credit risk 7,784 5.8 8,039 5.9 

Market risk 2,053 1.5 1,836 1.4 

Operational risk 950 0.7 946 0.7 

Capital requirement, Pillar I 10,786 8.0 10,822 8.0 

Pillar II       

Credit risk 2,587 1.9 6,308 4.7 

Market risk 821 0.6 130 0.1 

Operational risk 435 0.3 769 0.6 

Liquidity risk 66 0.0 88 0.1 

Capital requirement, Pillar II 3,909 2.9 7,663 5.7 

Total 14,695 10.9 18,485 13.7 

Capital requirement according to the transitional provisions 11,063 8.2 10,382 7.7 

Note: The own funds requirement for credit risk includes CVA requirements of DKK 130m in 2016 and 131m in 2015. 

 
 
The own funds requirement of the parent company (Jyske Bank A/S) is based on 8% of REA of the parent company. As 
a conservative assumption the pillar II risk capital additions of the parent company are assumed identical to those of 
the Group, as the parent is liable for all risk in the subsidiaries. However, a small technical correction is made to the 
credit risk. As of end-2016 the capital requirement of the parent is 10.9%. Up until mid-2016 the capital requirement 
was set conservatively as equalling the capital requirement of the Group with a small technical correction made to the 
credit risk. The switch to an 8+ setup thus explains the large decrease in the capital requirement of the parent from 
end-2015 to end-2016. 
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OWN FUNDS REQUIREMENT (STANDARDISED APPROACH)  

DKKm 2016 2015 

Central governments or central banks   -   - 

Regional governments or local authorities   -   - 

Public sector entities 1 0 

Multilateral development banks   -   - 

International organisations   -   - 

Institutions 317 409 

Corporates 190 192 

Retail 70 85 

Secured by mortgages on immovable property 37 42 

In default 53 46 

Exposures associated with particularly high risk   -   - 

Covered bonds 30 33 

Institutions with a short-term credit assessment 14 12 

Equity 1,598 1,520 

Total 2,309 2,339 

 
OWN FUNDS REQUIREMENTS (AIRB APPROACH) 

DKKm 2016 2015 

Exposure category     

Corporates, total 3,836 3,992 

Corporates 1,918 1,521 

Specialised lending 26 22 

SME corporates 1,891 2,450 

Retail, total 896 977 

Real property, personal 237 249 

Real property, SMEs 197 206 

Other retail, private 306 356 

Other retail, SMEs 155 165 

Equity 376 378 

Securitisations 12 11 

Assets without counterparties 225 211 

Total 5,344 5,569 

 
 

OWN FUNDS REQUIREMENT FOR MARKET RISK 

DKKm 2016 2015 

Risk type REA Own funds requirements REA Own funds requirements 

Debt instruments                   20,628                                            1,650                                      18,266                                           1,461  

Shares, etc.                     3,424                                               274                                         3,440                                                275  

Commodities                             -                                                      -                                                   -                                                      -    

Currency position                    1,607                                               129                                         1,249                                               100  

Total                 25,658                                           2,053                                     22,955                                           1,836  
Note: The own funds requirement for securitisations for Jyske Bank A/S is identical to the own funds requirement for securitisations for the 
Group as appears from the chapter on market risk. 
 

EXPOSURE TO SPECIALISED LENDING BROKEN DOWN BY RISK WEIGHTING 

  2016 2015 

DKKm 
Time to maturity  

< 2½ years 
Time to maturity  

> 2½ years 
Time to maturity  

< 2½ years 
Time to maturity  

> 2½ years 

Risk weighting 50% 19   - 1 0 

Risk weighting 70% 220 35 51 31 

Risk weighting 115% 104 16 90 1 

Risk weighting 250% 18   - 42 3 

Defaulted exposures (risk weight 0)   -   - 98 63 

Total 360 51 281 98 
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EXPOSURES ACCORDING TO  THE STANDARDISED APPROACH WITH IMPAIRMENT CHARGES AND COLLATERAL 

DKKm 
EAD after value adjustments 
but before credit reductions 

Balance of loan impairment 
charges and provisions for  

guarantees inclusive of discount 
and  value adjustments 

Collateral 

  Central governments or central banks   2,900   - 48 

  Regional governments or local authorities   8,136   - 2,882 

  Public sector entities   259   - 197 

  Multilateral development banks   9,582   - 6,407 

  International organisations     -   -   - 

  Institutions   47,419 15 34,736 

  Corporates   3,642   - 1,045 

  Retail   1,736   - 575 

  Secured by mortgages on immovable property 1,382   -   - 

  In default   1,334 24 123 

  Exposures associated with particularly high risk   1   - 1 

  Covered bonds   3,733   -   - 

  Institutions with a short-term credit assessment   340   -   - 

  Equity   16,270   -   - 

Total 2016 96,733 39 46,014 

Total 2015 86,521 58 39,171 

 
 

EXPOSURES ACCORDING TO  THE AIRB APPROACH WITH IMPAIRMENT CHARGES AND COLLATERAL 

DKKm 
EAD after value adjustments 
 but before credit reductions 

Balance of loan impairment 
charges and provisions for  

guarantees inclusive of discount 
and value adjustments 

Collateral 

Exposure category    
Corporates, total 131,197 5,305 58,826 

Corporates 80,071 1,810 40,618 

Specialised lending 411 13 0 

SME corporates 50,714 3,482 18,207 

Retail, total 58,939 1,832 35,231 

Real property, personal 33,059 82 27,014 

Real property, SMEs 8,991 191 5,991 

Other retail, private 11,824 1,114 1,512 

Other retail, SMEs 5,065 445 714 

Equity 1,264   - 0 

Securitisations 990   -   - 

Assets without counterparties 2,810   -   - 

Total 2016 195,200 7,137 94,056 

Total 2015 204,754 7,119 107,531 

Note: Because impairment charges are not included in EAD according to the AIRB approach, EAD after value adjustment but before credit reduc-
tions in the table above is identical to the non-adjusted EAD amount in other AIRB tables. The above does not include collateral recognised with 
a direct substitution impact, where exposures are transferred to other counterparties.  
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AVERAGE EXPOSURES BROKEN DOWN BY EXPOSURE CATEGORY 

DKKm 2016 2015 

  Exposures according to the standardised approach       

  Central governments or central banks   5,259 8,403 

  Regional governments or local authorities   7,523 7,799 

  Public sector entities   209 194 

  Multilateral development banks   2,990 0 

  International organisations   0 0 

  Institutions   40,319 49,095 

  Corporates   4,402 4,204 

  Retail   1,919 2,342 

  Secured by mortgages on immovable property   1,460 1,550 

  In default   1,282 1,171 

  Exposures associated with particularly high risk   1 1 

  Covered bonds   3,958 4,592 

  Institutions with a short-term credit assessment   441 326 

  Equity   15,851 16,981 

  Exposures according to the AIRB method       
Corporates, total 139,182 135,132 

Large corporate clients 84,962 80,337 

Specialised lending 453 389 

SME corporates 53,767 54,406 

Retail, total 55,898 60,715 

Real property, personal 29,953 33,391 

Real property, SMEs 8,314 8,728 

Other retail, private 12,517 13,037 

Other retail, SMEs 5,113 5,558 

Qualified, revolving retail exposures 0 0 

Equity 1,160 1,053 

Securitisations 769 520 

Assets without counterparties 2,547 2,617 

Total 285,168 296,695 

  



Appendix 2: Supplementary tables for Jyske Bank A/S 
 

JYSKE BANK RISK AND CAPITAL MANAGEMENT 2016 67 

 
GEOGRAPHICAL BREAKDOWN OF EXPOSURES 

DKKm Denmark Rest of the EU Rest of the world Total  2016 

  Exposures according to the standardised approach           

  Central governments or central banks   2,716 184 0 2,900 

  Regional governments or local authorities   8,136   -   - 8,136 

  Public sector entities   259   -   - 259 

  Multilateral development banks  2,947 6,762   - 9,708 

  Institutions   30,765 8,909 8,024 47,698 

  Corporates   2,442 352 848 3,642 

  Retail   947 226 563 1,736 

  Secured by mortgages on immovable property   135 751 497 1,382 

  In default   83 1,020 255 1,358 

  Exposures associated with particularly high risk  1 0 0 1 

  Covered bonds   3,475 204 54 3,733 

  Institutions with a short-term credit assessment     -   - 340 340 

  Equity   16,270   -   - 16,270 

  Exposures according to the AIRB method           
Corporates, total 126,695 2,063 2,438 131,197 

Large business enterprises 76,740 1,165 2,166 80,071 

Specialised lending 411   -   - 411 

SME corporates 49,544 899 272 50,714 

Retail, total 58,044 367 528 58,939 

Real property, personal 32,557 206 296 33,059 

Real property, SMEs 8,959 19 13 8,991 

Other retail, private 11,493 118 213 11,824 

Other retail, SMEs 5,035 23 6 5,065 

Equity 1,264   -   - 1,264 

Securitisations 990   -   - 990 

Assets without counterparties 2,810   -   - 2,810 

Total 2016 257,977 20,838 13,547 292,362 

Total 2015 212,703 12,400 66,985 292,088 

 
 

GEOGRAPHICAL BREAKDOWN OF EXPOSURE-WEIGHTED AVERAGES 

  Denmark Rest of the EU Rest of the world 

Exposure category Av. PD Av. LGD Av. PD Av. LGD Av. PD Av. LGD 

Large corporate clients                     1.14                    27.36                      0.82                   51.79                      0.14                    54.84  

SME corporates                  12.71                   39.74                    12.89                    38.40                      0.95                    27.87  

Real property, personal                     1.81                   10.04                    16.25                   20.07                      7.96                   19.64  

Real property, SMEs                     7.93                    18.48                      1.74                      4.34                      0.82                      8.93  

Other retail, private                     5.79                   48.46                      9.52                    50.33                    32.11                    55.56  

Other retail, SMEs                  12.94                    48.65                      1.41                    51.68                      2.74                   48.17  

Total 2016                    5.31                   29.13                     7.03                   43.70                     3.29                   48.69  

Total 2015                     7.13                    30.55                      9.62                   43.41                      1.79                      5.44  

Note: The table does not include equities, securitisations and assets without counterparties. 
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SECTOR BREAKDOWN OF EXPOSURES ACCORDING TO THE STANDARDISED APPROACH BROKEN DOWN BY EXPOSURE CATEGORY 
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Banks and 
mortgage 
credit 
institutions 

64   -   - 6,762 41,563   -   -   -   -   - 3,605 340 16,270 68,604 64,194 

Construction   -   -   -   -   - 0   -   -   -   -   -   -   - 0 1 

Energy supply   - 13   -   -   - 6   - 1   -   -   -   -   - 20 25 

Real property 0   -   -   -   - 168   - 40 8   -   -   -   - 216 237 

Finance and 
insurance 

  - 1,974   -   - 6,135 1,923 4 383 447 1 128   -   - 10,994 6,943 

Manufactu-
ring, 
mining, etc. 

  -   -   -   -   - 6 1 0   -   -   -   -   - 8 11 

Commerce   -   -   -   -   - 2   - 0   -   -   -   -   - 3 8 

Information 
and commu-
nication 

  -   -   -   -   - 1   -   -   -   -   -   -   - 1 1 

Agriculture, 
hunting, for-
estry and fish-
ing 

  -   -   -   -   - 1   -   -   -   -   -   -   - 1 0 

Public autho-
rities 

899 6,032 259 2,947   -   -   -   -   -   -   -   -   - 10,136 7,769 

Governments 1,846   -   -   -   -   -   -   -   -   -   -   -   - 1,846 2,476 

Transport, ho-
tels and re-
staurants 

36 117   -   -   - 17   - 0 0   -   -   -   - 170 218 

Other sectors 55   -   -   -   - 1,512 1 13 -64   -   -   -   - 1,517 1,488 

Personal 
clients 

  -   -   -   - 0 5 1,730 945 967   -   -   -   - 3,646 3,962 

Total 2016 2,900 8,136 259 9,708 47,698 3,642 1,736 1,382 1,358 1 3,733 340 16,270 97,163   

Total 2015 3,734 7,218 197 0 46,956 4,345 2,027 1,571 1,202 0 4,096 307 15,681   87,334 
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SECTOR BREAKDOWN OF EXPOSURES ACCORDING TO THE AIRB APPROACH BROKEN DOWN BY EXPOSURE CATEGORY 
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Construction 872   - 2,858   - 173 0 78 3,981 3,010 

Energy supply 2,446 380 2,272   - 28   - 81 5,206 5,497 

Real property 4,622   - 14,007 0 469 3 269 19,370 16,850 

Finance and insurance 54,589   - 9,342   - 1   - 0 63,933 83,406 

Manufacturing, mining, etc. 8,349 18 3,435   - 62 1 56 11,920 11,364 

Commerce 4,558   - 5,971   - 355 1 368 11,254 10,589 

Information and communication 223   - 711   - 4 1 10 949 841 

Agriculture, hunting, forestry and fishing 62 14 6,149 1 1,988 2 1,689 9,903 10,327 

Public authorities 0   - 3   -   -   - 0 3 3 

Transport, hotels and restaurants 2,007   - 1,232   - 127 2 92 3,458 3,288 

Other sectors 2,125   - 3,201 18 204 46 381 5,976 5,904 

Personal clients 219   - 1,534 33,040 5,580 11,769 2,041 54,183 50,722 

Total 2016 80,071 411 50,714 33,059 8,991 11,824 5,065 190,136   

Total 2015 88,207 379 57,663 29,199 8,215 12,906 5,231   201,800 

Note: The table does not include equities, securitisations and assets without counterparties. 
 

EXPOSURE BY MATURITY 

DKKm  < 1 year   1 - 5 years   > 5 years   Total 2016  

  Exposures according to the standardised approach           

  Central governments or central banks   2,892 8   - 2,900 

  Regional governments or local authorities   5,156 2,980   - 8,136 

  Public sector entities   259   -   - 259 

  Multilateral development banks  317 9,391   - 9,708 

  Institutions   35,969 11,728   - 47,698 

  Corporates   3,626 16   - 3,642 

  Retail   1,736   -   - 1,736 

  Secured by mortgages on immovable property   1,370 12   - 1,382 

  In default   1,357 1   - 1,358 

  Exposures associated with particularly high risk  1   -   - 1 

  Covered bonds     -   - 3,733 3,733 

  Institutions with a short-term credit assessment   0 340   - 340 

  Equity     -   - 16,270 16,270 

  Exposures according to the AIRB method           
Corporates, total 44,038 83,549 3,610 131,197 

Large business enterprises 37,724 40,816 1,531 80,071 

Specialised lending   - 410 0 411 

SME corporates 6,313 42,322 2,079 50,714 

Retail, total 1,386 42,690 14,862 58,939 

Real property, personal 522 21,240 11,296 33,059 

Real property, SMEs 283 6,648 2,060 8,991 

Other retail, private 344 10,380 1,100 11,824 

Other retail, SMEs 238 4,422 405 5,065 

Equity   -   - 1,264 1,264 

Securitisations   -   - 990 990 

Assets without counterparties   -   - 2,810 2,810 

Total 2016 98,107 150,716 43,539 292,362 

Total 2015 126,091 126,583 39,414 292,088 
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IMPAIRED AND PAST DUE EXPOSURES BROKEN DOWN BY SECTOR 

DKKm 
EAD for  

impaired 
claims 

EAD for past 
due 

 exposures 

EAD, both 
past due and  

impaired 

Balance of loan 
impairment 

charges and pro-
visions for guar-
antees incl, dis-

counts and value 
adjustment 

Net effect from  
impairment 
charges and 

provisions for 
guarantees 

Banks and mortgage credit institutions 16   -   - 15   - 

Construction 574   -   - 116 -33 

Energy supply 635   -   - 30 3 

Real property 5,044   -   - 1,399 633 

Finance and insurance 1,277 1   - 788 49 

Manufacturing, mining, etc, 1,286   -   - 201 88 

Commerce 1,987   -   - 157 73 

Information and communication 202 0 0,0 68 -23 

Agriculture, hunting, forestry and fishing 4,094 0   - 1,454 -313 

Transport, hotels and restaurants 415   -   - 101 9 

Other sectors 934 0   - 198 -9 

Personal clients 5,469 94 8,5 1,218 -110 

Total 2016 21,932 96 9 5,745 367 

Total 2015 27,457 174 11 7,177 49 

 
 
 

IMPAIRMENT CHARGES AND PROVISIONS FOR GUARANTEES 

DKKm 2016 2015 

Balance of impairment charges for individually-assessed loans and advances 3,545 4,172 

Balance of impairment charges for collectively-assessed loans and advances 1,103 1,325 

Balance of provisions for guarantees and liabilities 429 468 

Balance of loan impairment charges and provisions for guarantees 5,077 5,965 

Balance of discounts 451 753 

Balance of loan impairment charges and provisions for guarantees incl. balance of discounts 5,528 6,718 

Balance of value adjustments 216 458 

Balance of loan impairment charges and provisions for guarantees incl. balance of discounts and balance 
of value adjustments 

5,744 7,176 

 
 

NET EFFECT FROM IMPAIRMENT CHARGES, ETC. 

DKKm 2016 2015 
Loan impairment charges and provisions for the year 166 -544 
Recognised as a loss, not covered by loan impairment charges/provisions -327 -301 
Recoveries 135 142 

Loan impairment charges and provisions for guarantees -26 -703 

Recognised discount for assets taken over 150 453 

Net effect on income statement 124 -250 

Value adjustments for financial instruments 243 298 

Net effect on income statement, inclusive of value adjustments 367 48 
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GEOGRAPHICAL BREAKDOWN OF IMPAIRED AND PAST DUE EXPOSURES 

DKKm 
EAD for impaired 

 exposures 
EAD for past due expo-

sures 
EAD, both past 

due and impaired 

Development in loan  
impairment charges and  
provisions over the year  

inclusive of discount  
balance and value adjustment 

Denmark 21,476 8 4 -1,394 

Rest of the EU 307 81 0 -23 

Rest of the world 149 7 4 -15 

Total 2016 21,932 96 9 -1,432 

Total 2015 27,457 174 11 88 

 
 

BREAKDOWN OF COLLATERAL BY TYPE OF COLLATERAL FOR EXPOSURE ACCORDING TO THE STANDARDISED APPROACH 

DKKm Exposure Financial collateral REA 

Central governments or central banks 2,900 48   - 

Regional governments or local authorities 8,136 2,882   - 

Public sector entities 259 197 12 

Multilateral development banks 9,708 6,407   - 

International organisations   -   -   - 

Institutions 47,698 34,736 3,959 

Corporates 3,642 1,045 2,381 

Retail 1,736 575 870 

Secured by mortgages on immovable property 1,382   - 460 

In default 1,358 123 663 

Exposures associated with particularly high risk 1 1   - 

Covered bonds 3,733   - 373 

Institutions with a short-term credit assessment 340   - 170 

Equity 16,270   - 19,980 

Total 2016 97,163 46,014 28,868 

Total 2015 87,335 39,171 29,244 

 
 

BREAKDOWN OF COLLATERAL BY TYPE OF COLLATERAL FOR EXPOSURE ACCORDING TO THE AIRB APPROACH 

DKKm Exposure Collateral REA 
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Corporates, total 131,197 7,425 43,850 4,984 4 2,562 47,950 

Large corporate clients 80,071 1,754 37,023 1,098 3 741 23,980 

Specialised lending 411   -   -   -   -   - 325 

SME corporates 50,714 5,671 6,828 3,886 1 1,821 23,644 

Retail, total 58,939 33,005 1,654 510 6 56 11,198 

Real property, personal 33,059 27,014   -   -   -   - 2,968 

Real property, SMEs 8,991 5,991   -   -   -   - 2,465 

Other retail, private 11,824   - 1,098 382 2 30 3,825 

Other retail, SMEs 5,065   - 556 128 3 26 1,941 

Total 2016 190,136 40,430 45,504 5,494 10 2,617 59,148 

Total 2015 201,800 35,681 64,264 5,062 5 2,520 62,114 

Note: The table does not include equities, securitisations and assets without counterparties.  
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MAIN TYPES OF GUARANTORS AND THEIR CREDITWORTHINESS 

  Type Collateral (DKKm) Av. Credit rating 

Corporates Surety 1,550 4.8 

Retail Surety 782 3.8 

Governments Guarantee 317 1.0 

Total 2016   2,649   
Total 2015   2,539   

 
BREAKDOWN OF EXPOSURES FOR CLIENTS WITH COLLATERAL ACCORDING TO THE STANDARDISED APPROACH 

DKKm EAD Collateral 

Central governments or central banks 48 48 

Regional governments or local authorities 4,476 2,882 

Public sector entities 202 197 

Multilateral development banks 6,740 6,407 

Institutions 37,049 34,736 

Corporates 1,381 1,033 

Retail 704 563 

Secured by mortgages on immovable property 201 25 

In default 587 123 

Exposures associated with particularly high risk 1 1 

Total 2016 51,388 46,014 

Total 2015 7,675 39,171 

 
 

BREAKDOWN OF EXPOSURES FOR CLIENTS WITH COLLATERAL PROVIDED IN THE FORM OF GUARANTEES 

DKKm EAD Collateral 

Corporates, total 8,006 2,562 

Large corporate clients 2,062 741 

Specialised lending   -   - 

SME corporates 5,945 1,821 

Retail, total 82 56 

Real property, personal   -   - 

Real property, SMEs   -   - 

Other retail, private 41 30 

Other retail, SMEs 42 26 

Total 2016 8,089 2,617 

Total 2015 7,721 2,520 
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Appendix 3: Supplementary tables for BRFkredit a/s 
CAPITAL BASE 

DKKm 2016 2015 

Equity 12,812 11,781 

Intangible assets -1 -3 

Cautious valuation -17 -94 

Diff. between expected losses and impairment charges -201   - 

Deferred tax assets   -   - 

Common Equity Tier 1 capital 12,593 11,684 

Additional Tier 1 capital -   - 

Excess deductions -   - 

Tier 1 capital 12,593 11,684 

Tier 2 capital -   - 

Diff. between expected losses and impairment charges - 135 

Collective impairment under the standard approach -   - 

Offsetting of excess deductions -   - 

Capital base 12,593 11,820 

REA 66,426 62,033 

 
CAPITAL REQUIREMENTS BY RISK TYPE 

DKKm 2016 % of REA 2015 % of REA 

Pillar I         
Credit risk 4,940 7.4 4,559 7.3 

Market risk 132 0.2 173 0.3 

Operational risk 242 0.4 231 0.4 

Capital requirement, Pillar I 5,314 8.0 4,963 8.0 

Pillar II       

Credit risk 704 1.1 1,010 1.6 

Market risk 137 0.2 0 0.0 

Operational risk 20 0.0 0 0.0 

Liquidity risk 0 0.0 0 0.0 

Capital requirement, Pillar II 861 1.3 1,010 1.6 

Total 6,175 9.3 5,973 9.6 

Capital requirement according to the transitional provisions 8,845 13.3 7,797 12.6 

  

The determination of the capital requirement for BRFkredit a/s takes place according to the 8+ method based on the 
own funds requirement of 8% of the total risk-weighted exposure amount with additions to cover further risks that are 
assessed not to be covered by the own funds requirement. These may be risks that are assessed not to be covered by 
the own funds requirement or risks that are assessed to be above normal in relation to the own funds requirement for 
the risk type on question. 
 
When assessing the capital requirement, all circumstances as mentioned in appendix 1 in the Executive Order on Cal-
culation of Risk Exposures, Own Funds and Solvency Need are included. Based on BRFkredit's business model and risk 
profile, the importance of the individual circumstances on BRFkredit a/s’ capital structure is assessed, and for im-
portant circumstances, the size of the capital addition is quantified based on the guidelines in the instructions on 
capital requirement and the capital requirement ratio. 
 
Credit risks 
BRFkredit a/s has assumed credit risks necessitating separate additions for the own funds requirement for credit risk. 
These additions cover 

 credit risk for large clients with financial problems, 

 credit risk for weak clients in the remaining credit portfolio, 
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 credit risk concentration on individual exposures 

 model uncertainty. 
 
Market risks 
BRFkredit a/s has assumed market risks necessitating a separate addition for the own funds requirement for market 
risk. 
 
Operational risks 
BRFkredit a/s has assumed operational risks necessitating a separate addition for the own funds requirement for op-
erational risk. 
 
Other risks 
BRFkredit a/s has no other risks, including the risk of low earnings, lending growth, liquidity risk and re-financing risk 
that will necessitate separate initiatives. 
 
Capital requirement 
The capital requirement for BRFkredit a/s amounts to DKK 6.2bn at Q4 2016, corresponding to a capital requirement 
ratio of 9.3%. The own funds requirement, inclusive of the transitional rules for the determination of credit risk accord-
ing to the IRB approach, amounts to DKK 8.8bn (13.3%). 
 
The capital base for BRFkredit a/s amounts to DKK 12.6bn at Q4 2016, corresponding to a capital ratio of 19.0%. 
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OWN FUNDS REQUIREMENT (STANDARDISED APPROACH) 

DKKm 2016 2015 

Central governments or central banks   -   - 

Regional governments or local authorities   -   - 

Public sector entities   -   - 

Multilateral development banks   -   - 

International organisations   -   - 

Institutions 205 209 

Corporates 5   - 

Retail   -   - 

Secured by mortgages on immovable property 0 2 

In default   -   - 

Exposures associated with particularly high risk   -   - 

Covered bonds   -   - 

Institutions with a short-term credit assessment   -   - 

Equity 44 60 

Total 254 271 

 
OWN FUNDS REQUIREMENTS (AIRB APPROACH) 

DKKm 2016 2015 

Corporates, total 2,458 2,365 

Large corporate clients 2,458 2,365 

Specialised lending   -   - 

SME corporates   -   - 

Retail, total 2,121 1,845 

Real property, personal 2,121 1,845 

Real property, SMEs   -   - 

Other retail, private   -   - 

Other retail, SMEs   -   - 

Securitisations   -   - 

Assets without counterparties 105 76 

Total 4,684 4,286 

 
 

OWN FUNDS REQUIREMENT FOR MARKET RISK 

DKKm 2016 2015 

Risk type REA Own funds requirements REA Own funds requirements 

Debt instruments                     1,566                                                125                                         2,020                                               162  

Shares, etc.                            -                                                     -                                                  -                                                     -    

Commodities                            -                                                     -                                                  -                                                     -    

Currency position                           83                                                    7                                            140                                                  11  

Total                    1,649                                               132                                        2,160                                               173  
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EXPOSURES ACCORDING TO  THE STANDARDISED APPROACH WITH IMPAIRMENT CHARGES AND COLLATERAL 

DKKm 
EAD after value adjustments but 

before credit reductions 
Impairment charges 

and provisions 
Collateral 

Central governments or central banks 2,018   -   - 

Regional governments or local authorities 208   -   - 

Public sector entities   -   -   - 

Multilateral development banks   -   -   - 

International organisations   -   -   - 

Institutions 7,998   -   - 

Corporates 76   -   - 

Retail   -   -   - 

Secured by mortgages on immovable property 2   -   - 

In default   -   -   - 

Exposures associated with particularly high risk   -   -   - 

Covered bonds   -   -   - 

Institutions with a short-term credit assessment   -   -   - 

Equity 545   -   - 

Total 2016 10,847   -   - 

Total 2015 14,719   -   - 

 
 

EXPOSURES ACCORDING TO  THE AIRB APPROACH WITH IMPAIRMENT CHARGES AND COLLATERAL 

DKKm 
EAD after value adjustments but 

before credit reductions 
Impairment charges  

and provisions 
Collateral 

Corporates, total 137,433 758 132,955 

Large corporate clients 137,433 758 132,955 

Specialised lending   - 0   - 

SME corporates   - 0   - 

Retail, total 143,594 322 142,897 

Real property, personal 143,594 322 142,897 

Real property, SMEs   -   -   - 

Other retail, private   -   -   - 

Other retail, SMEs   -   -   - 

Securitisations   -   -   - 

Assets without counterparties 1,307   -   - 

Total 2016 282,334 1,079 275,852 

Total 2015 253,648 1,425 248,727 

Note: Because impairment charges are not included in EAD according to the AIRB approach, EAD after value adjustment but before credit reduc-
tions in the table above is identical to the non-adjusted EAD amount in other AIRB tables. 
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AVERAGE EXPOSURES BROKEN DOWN BY EXPOSURE CATEGORY 

DKKm 2016 2015 

Exposures according to the standardised approach     
Central governments or central banks 916 1,693 

Regional governments or local authorities 0 0 

Public sector entities 0 0 

Multilateral development banks 0 0 

International organisations 0 0 

Institutions 10,512 10,826 

Corporates 18 0 

Retail 0 0 

Secured by mortgages on immovable property 31 71 

In default 0 0 

Exposures associated with particularly high risk 0 0 

Covered bonds 0 0 

Institutions with a short-term credit assessment 0 0 

Equity 546 1,086 

Exposures according to the AIRB method     
Corporates, total 133,830 122,259 

Large corporate clients 133,830 122,259 

Specialised lending 0 0 

SME corporates 0 0 

Retail, total 139,041 118,071 

Real property, personal 139,041 118,071 

Real property, SMEs 0 0 

Other retail, private 0 0 

Other retail, SMEs 0 0 

Qualified, revolving retail exposures 0 0 

Securitisations 0 0 

Assets without counterparties 1,249 1,249 

Total  286,143 255,254 
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GEOGRAPHICAL BREAKDOWN OF EXPOSURES 

DKKm Denmark Rest of the EU Rest of the world  Total 2015  

 Exposures according to the standardised approach          

Central governments or central banks 2,018   -   - 2,018 

Regional governments or local authorities 208   -   - 208 

Public sector entities   -   -   -   - 

Multilateral development banks   -   -   -   - 

International organisations   -   -   -   - 

Institutions 9,625 250 2 9,878 

Corporates 58   -   - 58 

Retail   -   -   -   - 

Secured by mortgages on immovable property  2   -   - 2 

In default   -   -   -   - 

Exposures associated with particularly high risk   -   -   -   - 

Covered bonds   -   -   -   - 

Institutions with a short-term credit assessment   -   -   -   - 

Equity  545   -   - 545 

Exposures according to the AIRB method          
Corporates, total 137,268 115 49 137,433 

Large corporate clients 137,268 115 49 137,433 

Specialised lending   -   -     - 

SME corporates   -   -     - 

Retail, total 143,000 259 335 143,594 

Real property, personal 143,000 259 335 143,594 

Real property, SMEs   -   -   -   - 

Other retail, private   -   -   -   - 

Other retail, SMEs   -   -   -   - 

Securitisations   -   -   -   - 

Assets without counterparties 1,307   -   - 1,307 

Total 2016 294,031 624 386 294,776 

Total 2015 267,302 621 443 268,366 

 
 

GEOGRAPHICAL BREAKDOWN OF EXPOSURE-WEIGHTED AVERAGES 
 Denmark Rest of the EU Rest of the world 

Exposure category Av. PD Av. LGD Av. PD Av. LGD Av. PD Av. LGD 

Large corporate clients                           5.06                            6.53                 1.24                 8.25                 3.92                 7.37  

Specialised lending - - - - - - 

SME corporates - - - - - - 

Real property, personal                           2.73                         10.21                 6.33              10.10                4.71                7.19  

Real property, SMEs - - - - - - 

Other retail, private - - - - - - 

Other retail, SMEs - - - - - - 

Securitisations - - - - - - 

Assets without counterparties - - - - - - 

Total 2016                          3.87                            8.41                4.77                9.53                4.61                7.22  

Total 2015                           4.15                            8.50              10.73              11.09              12.81              20.64  
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SECTOR BREAKDOWN OF EXPOSURES ACCORDING TO THE STANDARDISED APPROACH BROKEN DOWN BY EXPOSURE CATEGORY 
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Banks and 
mortgage credit 
institutions 

  -   -   -   -   - 9,878   -   -   -   -   -   -   -   - 9,878 

Construction   -   -   -   -   -   -   -   -   -   -   -   -   -   -   - 

Energy supply   -   -   -   -   -   -   -   -   -   -   -   -   -   -   - 

Real property   -   -   -   -   -   - 44   - 2   -   -   -   - 59 106 

Finance and  
insurance 

  -   -   -   -   -   - 13   -   -   -   -   -   - 151 164 

Manufacturing 
and  
mining, etc. 

  -   -   -   -   -   -   -   -   -   -   -   -   -   -   - 

Commerce   -   -   -   -   -   -   -   -   -   -   -   -   -   -   - 

Information and 
communication 

  -   -   -   -   -   - 1   -   -   -   -   -   - 0 1 

Agriculture,  
hunting, forestry 
and fishing 

  -   -   -   -   -   -   -   -   -   -   -   -   -   -   - 

Public  
authorities 

  - 208   -   -   -   -   -   -   -   -   -   -   -   - 208 

Governments 2,018   -   -   -   -   -   -   -   -   -   -   -   -   - 2,018 

Transport, hotels 
and restaurants 

  -   -   -   -   -   -   -   -   -   -   -   -   -   -   - 

Other sectors   -   -   -   -   -   -   -   -   -   -   -   -   - 333 333 

Personal clients   -   -   -   -   -   -   -   -   -   -   -   -   -   -   - 

Total 2016 2,018 208   -   -   - 9,878 58   - 2   -   -   -   - 545 12,708 

Total 2015 3,087   -   -   -   - 10,815   -   - 71   -   -   -   - 745 14,719 
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SECTOR BREAKDOWN OF EXPOSURES ACCORDING TO THE AIRB APPROACH BROKEN DOWN BY EXPOSURE CATEGORY 
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Construction 679   -   - 64   -   -   - 743 

Energy supply 87   -   -   -   -   -   - 87 

Real property 112,002   -   - 7   -   -   - 112,009 

Finance and insurance 4,642   -   -   -   -   -   - 4,642 

Manufacturing, mining, etc. 385   -   -   -   -   -   - 385 

Commerce 843   -   -   -   -   -   - 843 

Information and communication 26   -   -   -   -   -   - 26 

Agriculture, hunting, forestry and fishing 103   -   -   -   -   -   - 103 

Public authorities 364   -   -   -   -   -   - 364 

Transport, hotels and restaurants 645   -   -   -   -   -   - 645 

Other sectors 12,613   -   - 289   -   -   - 12,902 

Personal clients 5,044   -   - 143,234   -   -   - 148,278 

Total 2016 137,433   -   - 143,594   -   -   - 281,027 

Total 2015 125,256   -   - 127,446   -   -   - 252,701 

Note: The table does not include securities and assets without counterparties.  

 
 

EXPOSURE BY TIME TO MATURITY 

DKKm  < 1 year   1 - 5 years   > 5 years   Total  

  Exposures according to the standardised approach           

  Central governments or central banks   2,018   - 208 2,226 

  Regional governments or local authorities     -   -   -   - 

  Public sector entities     -   -   -   - 

  Multilateral development banks     -   -   -   - 

  International organisations     -   -   -   - 

  Institutions   6,544   - 3,334 9,878 

  Corporates   6 45 8 58 

  Retail     -   -   -   - 

  Secured by mortgages on immovable property     -   - 2 2 

  In default     -   -   -   - 

  Exposures associated with particularly high risk     -   -   -   - 

  Covered bonds     -   -   -   - 

  Institutions with a short-term credit assessment     -   -   -   - 

  Equity     -   - 545 545 

  Exposures according to the AIRB method           
Corporates, total   - 19,213 118,220 137,433 

Large corporate clients   - 19,213 118,220 137,433 

Specialised lending   -   -   -   - 

SME corporates   -   -   -   - 

Retail, total   - 3,871 139,723 143,594 

Real property, personal   - 3,871 139,723 143,594 

Real property, SMEs   -   -   -   - 

Other retail, private   -   -   -   - 

Other retail, SMEs   -   -   -   - 

Securitisations   -   -   -   - 

Assets without counterparties   -   - 1,307 1,307 

Total 2016 8,567 23,128 263,347 295,042 

Total 2015 9,385 24,155 234,826 268,366 
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IMPAIRED AND PAST DUE EXPOSURES BROKEN DOWN BY SECTOR 

DKKm 
EAD for  

impaired  
exposures 

EAD for past 
due exposures 

EAD, both past 
due and im-

paired 

Balance of loan 
impairment 
charges and 

provisions for 
guarantees 

Net effect from 
impairment 

charges, etc.  

Banks and mortgage credit institutions   -   -   -   -   - 

Construction 32 32 32 11 2 

Energy supply   -   -   -   -   - 

Real property 5,183 1,486 1,210 616 -157 

Finance and insurance 204 26 11 49 11 

Manufacturing, mining, etc.   - 0 0   -   - 

Commerce   - 20   -   - -2 

Information and communication   -   -   -   -   - 

Agriculture, hunting, forestry and fishing 15 18 15 0 -0 

Transport, hotels and restaurants   - 1   -   - -0 

Other sectors 130 75 23 38 -31 

Personal clients 1,506 1,165 1,120 457 134 

Total 2016 7,069 2,823 2,411 1,172 -43 

Total 2015 10,347 2,627 2,581 1,425 -186 

 
  -   -   -   -   - 

 
GEOGRAPHICAL BREAKDOWN OF IMPAIRED  AND PAST DUE  EXPOSURES 

DKKm 
EAD for impaired  

exposures 
EAD for past due 

exposures 
EAD, both past due 

and impaired 
Impairment charges and 

 provisions of the year 

Denmark 7,059 2,813 2,401 -46 

Rest of the EU 8 8 8 2 

Rest of the world 2 2 2 0 

Total 2016 7,069 2,823 2,411 -43 

Total 2015 10,347 2,627 2,581 -186 

 
 

BREAKDOWN OF COLLATERAL BY TYPE OF COLLATERAL FOR EXPOSURE ACCORDING TO THE AIRB APPROACH 

DKKm Exposure Collateral 
Total risk- 
weighted 
 exposure 
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Corporates, total 137,433 132,955   -   -   -   -   - 30,729 

Large corporate clients 137,433 132,955   -   -   -   -   - 30,729 

Specialised lending   -   -   -   -   -   -   -   - 

SME corporates   -   -   -   -   -   -   -   - 

Retail, total 143,594 142,897   -   -   -   -   - 26,516 

Real property, personal 143,594 142,897   -   -   -   -   - 26,516 

Real property, SMEs   -   -   -   -   -   -   -   - 

Other retail, private   -   -   -   -   -   -   -   - 

Other retail, SMEs   -   -   -   -   -   -   -   - 

Total 2016 281,027 275,852   -   -   -   -   - 57,245 

Total 2015 252,701 248,727   -   -   -   -   - 52,625 
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BREAKDOWN OF COLLATERAL BY TYPE OF COLLATERAL FOR EXPOSURE ACCORDING TO THE STANDARDISED APPROACH  

DKKm Exposure Financial collateral REA 

Central governments or central banks 2,018   -   - 

Regional governments or local authorities 208   -   - 

Public sector entities   -   -   - 

Multilateral development banks   -   -   - 

International organisations   -   -   - 

Institutions 276   - 431 

Corporates 72   - 54 

Retail 545   - 44 

Secured by mortgages on immovable property 2   - 1 

In default 2,568   - 205 

Exposures associated with particularly high risk   -   -   - 

Covered bonds 1   - 0 

Institutions with a short-term credit assessment   -   -   - 

Equity 211   - 211 

Total 2016 5,900   - 946 

Total 2015 14,719   - 3,385 

 
 

MAIN TYPES OF GUARANTORS AND THEIR CREDITWORTHINESS 

  Type Collateral (DKKm) Average Credit rating 

Corporates Surety   -   - 

Retail Surety   -   - 

Governments Guarantee 1,880 1.0 

Total 2016   1,880   

Total 2015   2,942   
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Appendix 4: Definitions 

ABS Asset Backed Security. A general term for claims whose value is determined by a pool of 
specified underlying assets such as a certain type of loan. 
 

AIRB The Advanced Internal Rating Based approach. A method under the CRR for determining 
the minimum own funds requirement to cover credit risk. 
 

ARM Adjustable-Rate Mortgage. 

AT1 capital Additional Tier 1 capital. 
 

Back-testing An ex-post comparison of forecast and realised values with the object of assessing the 
absolute precision of the relevant models. 
 

Balance principle The balance principle means that the borrowers' payments of interest and instalments 
match the payments on the bonds issued to fund the mortgage loan. 
 

Benchmarking A management tool used for comparing the accuracy of the model under review with the 
accuracy of alternative models. 
 

BIS Bank for International Settlements, an international organisation which fosters interna-
tional monetary and financial cooperation and serves as a bank for central banks. 
 

BRRD Bank Recovery and Resolution Directive, a common approach within the EU to the recov-
ery and resolution of banks and investment firms. 
 

Business risk The risk of unexpected fluctuations in earnings capacity or level of expenses, for instance 
due to falling trading activity, falling deposits or loans and advances or reductions in 
prices. 
 

Calibration Adjustment of a given model to bring it to an intended level. 
 

Capital base 
 

The capital base consists of Tier 1 capital and subordinated debt; it must at all times be 
higher than the capital requirement.  

  

Capital centre Covered bonds and mortgage bonds are issued by capital centres with separate individual 
own funds requirements. At BRFkredit, covered bonds are issued at Capital Centre E and 
RO at Capital Centre B. 
 

Capital conservation 
buffer 

A capital requirement of 2.5% of the total risk exposure. Is being phased in gradually. To 
be accumulated as protection against crisis. 
 

Capital ratio (%) The capital base divided by the total risk exposure. 
 

CDO Collateralised Debt Obligations. Bonds whose value is determined by the value of pools of 
underlying claims which are typically not commercial loans or real property. 
 

CLO Collaterized Loan Obligation. An asset-backed security backed by the receivables on loans.  
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CLS 
 

Continuous Linked Settlement. A settlement system linking "payment to payment", 
which reduces the settlement risk of FX transactions made between participants of the 
CLS system. Jyske Bank is a third-party member. 
 

Commodity risk The risk of loss caused by changing commodity prices. 
 

Common Equity  
Tier 1 capital 

Equity less a number of deductions. 

  
Countercyclical buffer A capital requirement of up to 2.5% of the total risk exposure. This is determined by the 

authorities taking into account the current economic situation. 
 

Counterparty credit risk The risk of loss due to a counterparty failing to fulfil his obligations. 
 

Country risk The risk of loss caused by the economic and political conditions in a given country. 
 

CP Commercial Paper. Short-term debt instruments (which may be, but are not necessarily, 
zero-coupon instruments) with maturities up to a year. 
 

CRD IV The Capital Requirements Directive is an EU directive, which through the Danish Financial 
Business Act, was implemented directly in Danish legislation with effect as of 1 April 
2014. 
 

Credit risk The risk of loss caused by clients' or counter-parties' failure to meet their payment obli-
gations. Credit risk extends to loans and advances, committed credit facilities and guar-
antees, market values of derivatives and equity investments.  
 

CRR The Capital requirements regulation is an EU regulation that lays down the rules for cap-
ital requirements of credit institutions.   
 

CSA Credit support annex. An annex to an ISDA contract, under which Jyske Bank is entitled to 
collateral if a counterparty's negative market values exceed an agreed maximum. Jyske 
Bank must put up margin for the counterparty if the market value in favour of the coun-
terparty exceeds an agreed limit. 
 

Currency risk The risk of loss caused by changing exchange rates. 
 

CVA Risk Charge 
 

Credit Value Adjustment risk charge. The potential net loss that may occur in the portfolio 
of derivatives if in future the credit quality among counterparties deteriorates. 
 

Default 
 

An exposure is termed 'defaulted' if the borrower is expected not to meet all his obliga-
tions towards the Group (high and full risk).  
 

Defaulted  
exposures 
 

Defaulted clients and past due exposures. 

EAD Exposure At Default. The estimated exposure, should the client default in the course of 
the next twelve months. 
 

EBA European Banking Authority.  
 

ECB European Central Bank. 
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Economic capital The capital required to cover the Group’s unexpected loss one year into the future. Eco-
nomic capital covers credit risk, market risk and business risk.  
 

EMTN European Medium Term Notes. Typically with maturities of between two and ten years. 
 

EPE Expected Positive Exposure. A method for estimating EAD for derivatives. 
 

Equity price risk The risk of loss caused by changing equity prices. 
 

ICAAP 
 

Internal Capital Adequacy Assessment Process. The process used when assessing the 
capital requirement. 
 

IFRS 
 

International Financial Reporting Standards. 
 

ILAAP Internal Liquidity Adequacy Assessment Process. The Group's own determination and as-
sessment of liquidity position and liquidity risk. 
 

Impaired  
exposures 
 

Exposures for which impairment charges have been made individually.  

Interest-rate risk The risk of loss caused by changing market rates. 
 

ISDA International Swap and Derivative Association. The Association has formulated standard-
ised agreements to be entered with a counterparty. Under such agreements Jyske Bank 
has the right to apply netting to derivatives transactions. 
 

JB credit rating A rating on a scale from 1 to 14, where 1 is the highest credit quality (the lowest PD) and 
14 the lowest credit quality (the highest PD). 

 
Joint funding 
 

A financial institution may fund loans secured against real property through covered 
bonds issued by another financial institution or mortgage credit institution.  
 

Leverage ratio The leverage ratio is Tier 1 capital relative to the Group's total non-weighted exposures.   
 

LGD Loss Given Default. The proportion of a given exposure which is expected to be lost if the 
client defaults in the course of the next twelve months. 
 

Liquidity risk The risk of Jyske Bank not being able to generate or obtain sufficient liquidity at a reason-
able price to meet its payment obligations or ultimately being unable to meet its obliga-
tions as they fall due.  
 

Market risk The risk of loss caused by a change in the market value of the Group's assets and liabilities 
caused by price changes in the financial markets. 
 

MREL Minimum requirements for own funds and eligible liabilities. 
 

O-SII Other systemically important institutions, the systemic importance classification of 
Jyske Bank. 
 

OAS risk Option Adjusted Spread, the interest rate spread defined as the risk premium related to 
investing in a mortgage bond compared to the equivalent swap-rate. The risk premium 
can be related to credit risk, illiquidity and for convertible bonds the conversion right.  
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Operational risk The risk of loss resulting from inadequate or failed internal processes, people and systems 
or from external events.  
 

Own funds 
requirements 
 
 

The own funds requirement is the amount of capital that the Group must hold to maintain 
its banking licence. The determination is based on statutory formulas which prescribe 
how the total risk exposure must be measured. The own funds requirement is 8% of this.  
 

Past Due  Exposures which have been in default for 90 days or longer. 
 

PD Probability of Default. The probability of a given client defaulting within the next twelve 
months. 
 

Pillar II The part of the Group's capital requirements that exceeds the own funds requirements.  
  

RAC Risk-adjusted capital. 
 

REA Risk Exposure Amount or Risk-weighted Exposure Amount. 
 

Retail 
 

In relation to the CRD, the ‘Retail’ category covers personal clients and small and me-
dium-sized enterprises. The latter must meet certain criteria to rank as retail clients. 
 

Risk category Jyske Bank's exposures at risk are broken down into three categories: low (1), high (2) and 
full (3) risk. Risk categories 2 and 3 are termed defaulted. The risk categories are also 
applied in the Group's set-up for impairment recognition. 
 

Risk-weighted exposure 
amount 

The risk-weighted exposure amount or the risk exposure amount is calculated according 
to the capital requirements regulation. Jyske Bank's capital base must correspond to at 
least 8% of this amount. 
 

RMBS Residential Mortgage Backed Securities. 
 

RW 
 

Risk weighting according to the capital requirement regulations in force. Risk weightings 
are applied to the assets to reach the risk-weighted exposure amount. 
 

SACP Stand-alone credit profile. 
 

Settlement risk The risk of loss caused by the non-fulfilment of payment obligations agreed between Jyske 
Bank and its counterparties. 
 

SDO CRD-compliant covered bonds. Loans secured against real property. 
  
SSB Senior Secured Bonds. Capital instrument used to meet the requirement of supplemen-

tary collateral. 
  
Supplementary  
collateral 

For loans funded through the issue of covered bonds, supplementary collateral must be 
provided if LTV exceeds the loan-to-value limit as individual loans must at all times com-
ply with the established loan-to-value limits for the type of real property in question. 
 

Tier 1 capital The sum of Common Equity Tier 1 capital and additional Tier 1 capital. 
 

Trustee report 
 

A status report from the securitisation's trustee describing the underlying loan portfolio 
of the securitisation and the development of this to be used by investors, among others. 
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VaR Value at Risk expresses the anticipated maximum risk of loss over a given period based 
on historical price and correlation developments. 
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