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G R O U P  F I N A N C I A L  H I G H L I G H T S

1997 1998 1999 2000 2001

Profit and loss account (DKKm)

Core income excl trading income 1,357 1,499 1,511 1,697 1,795

Trading income 275 305 430 539 451

Total core income 1,632 1,804 1,941 2,236 2,246

Costs and depreciation 1,341 1,328 1,327 1,386 1,474

Provisions for bad and doubtful debts 173 187 238 229 260

Core earnings 118 289 376 621 512

Profit from investment portfolios 116 14 103 54 99

Profit on ordinary activities before tax 234 303 479 675 611

Tax 3 0 147 106 156

Profit for the year 231 303 332 569 455

Selected balance sheet items (DKKbn)

Ordinary loans and advances 24.1 24.9 27.1 31.5 32.7
Reverse repo loans and advances 0.3 0.8 3.8 3.5 4.6
Deposits 26.2 27.0 27.5 29.0 31.6
Bonds issued - - - - 1.9
Subordinated capital (tier 2) 1.0 0.9 0.9 0.9 1.2
Shareholders’ equity (tier 1) 2.6 2.8 2.9 3.2 3.4
Total assets 44.4 47.7 53.8 59.8 66.0
Guarantees etc 4.6 5.4 6.0 6.5 7.5

Financial ratios and key figures 

The Sydbank share (DKK per share)

Profit for the year 26.5 34.8 39.2 70.7 59.3
Dividend 8 10 12 15 15
Share price at year-end 388 273 305 310 430
Book value 295 319 350 410 458
Share price/book value 1.32 0.86 0.87 0.76 0.94

Sydbank Group

Solvency ratio (total capital) (%) 11.0 10.9 10.3 10.0 10.4
Core capital ratio (tier 1) (%) 8.1 8.7 7.9 7.9 7.8
Pre-tax profit as % of average shareholders’ equity 9.4 11.3 16.9 22.1 18.4
Post-tax profit as % of average shareholders’ equity 9.3 11.3 11.7 18.6 13.7
Income/cost ratio (DKK) 1.15 1.20 1.31 1.42 1.35
Number of full-time staff at year-end 1,923 1,907 1,905 1,916 1,897

Rating

Moody’s (long-term) A2 A2
Moody’s (short-term) P-1 P-1
Moody’s (financial strength) C+ C+
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S U M M A R Y

DKKm 2000 2001 

Core income excl trading income 1,697 1,795
Trading income 539 451

Total core income 2,236 2,246
Costs and depreciation 1,386 1,474

Core income before provisions 850 772
Provisions for bad and doubtful debts 229 260

Core earnings 621 512
Profit from investment portfolios 54 99

Pre-tax profit  675 611
Tax 106 156

Profit for the year 569 455

Sat i s fac to ry  p re - tax  p rof i t  o f  DKK  611m

In 2001 Sydbank generated a pre-tax profit of DKK
611m – equalling a return on average shareholders'
equity of 18%.

The profit and loss account is characterised by: 

• 6% increase in core income excl trading income to 
DKK 1,795m

• Trading income decline of DKK 88m to DKK 451m
• 6% rise in costs
• Increased provisions for bad and doubtful debts of 

DKK 31m to DKK 260m
• 18% decrease in core earnings to DKK 512m
• Profit from investment portfolios of DKK 99m

With a tax charge of DKK 156m the profit of DKK
455m is equal to a return of 14% on average share-
holders' equity. 

The Bank’s accounts fully match up to the expectati-
ons published during 2001.

Group balance sheet highlights include:

• 4% rise in ordinary loans and advances to DKK 
32.7bn

• 9% growth in deposits to DKK 31.6bn 
• 16% increase in guarantees to DKK 7.5bn

Summary of profit and loss account 

In 2001 the Bank continued recent years’ highly favou-
rable development in business activities with a net
influx of more than 5,000 customers.

Although the Danish economy slowed down, the
Bank’s credit ratios were strengthened in 2001 in that
non-performing ordinary loans and advances dropped
DKK 15m to DKK 175m. Provisions account for 718%
of non-performing loans and advancesagainst 628% at
year-end 2000. 

Core earnings are expected to be maintained in 2002.



Trading income from bonds, shares and derivative
financial instruments comprises trading in the indivi-
dual instruments as well as profit/loss from the neces-
sary trading portfolio. Asset management income
covers new issues and recurring commissions from
investment funds etc as well as management fees rela-
ting to the Bank's pooled schemes and custody fees.

The level of customer facing investment banking acti-
vities was lower in 2001. Consequently trading income
declined from DKK 539m in 2000 to DKK 451m as a
result of negative share market developments in parti-
cular. 

Tota l  co re  income
Core income totals DKK 2,246m compared with DKK
2,236m in 2000. 

Development in trading income

DKKm 2000 2001

Bonds 114 124 
Shares 199 107 
Derivative financial instruments 78 87 
Asset management 148 133 

Total 539 451 
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F I N A N C I A L  R E V I E W

DKKm Avg 2000 Avg 2001
Interest total assets Interest Interest total assets Interest

Volume % % Volume % %

Amounts owed by credit 
institutions and central banks 323 6,976 15 4.63 188 4,185 9 4.49
Ordinary loans and advances 2,228 28,665 60 7.77 2,380 31,025 63 7.67
Reverse repo loans and advances 158 3,443 7 4.58 176 3,628 7 4.84
Bonds 543 8,476 18 6.40 650 10,096 21 6.44

Interest earning assets 3,252 47,560 100 6.84 3,394 48,934 100 6.94

Amounts owed to credit institutions 790 17,626 37 4.48 649 15,615 32 4.15
Ordinary deposits 984 29,003 61 3.39 1,118 31,264 63 3.58
Repo deposits 10 234 0 4.38 4 70 0 5.10
Bonds issued - - - - 36 817 2 4.37
Subordinated capital (tier 2) 35 951 2 3.73 64 1,303 3 4.92

Interest bearing liabilities 1,819 47,814 100 3.80 1,871 49,069 100 3.82

Total interest margin 3.04 3.12

Interest margin

Average balance sheet sums calculated on the basis of day-to-day averages. Adjusted for negative bond portfolios.

Core  income  exc l  t rad ing  income
Interest margins on ordinary loans and advances and
deposits decreased from 4.38% in 2000 to 4.09% in
2001. The development in interest income and expen-
se is compared with the Group’s interest earning
assets and interest bearing liabilities in the chart bel-
ow. 

However as a result of the redistribution from interest
earning assets at low average interest rates to interest
earning assets at high average interest rates, total
interest margins rose from 3.04% in 2000 to 3.12% in
2001.

Coupled with the growth in core business activities, in
2001 this development resulted in an overall improve-
ment of DKK 98m in core income excl trading income
to a total of DKK 1,795m – ie a 6% increase.

Trad ing  income
Overall trading income in 2000 and 2001:
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A-provisions make up DKK 1,154m (2000: DKK
1,085m), equal to an unchanged 2.8% of total ordina-
ry loans and advances, guarantees and provisions.

Core  ea r n ings
Core earnings total DKK 512m, ie a decrease of DKK
109m compared with 2000.

Prof i t  f rom inves tment  por t fo l ios  
Profit from investment portfolios amounts to DKK
99m in 2001 (2000: DKK 54m) less funding charges,
and less related costs of DKK 6m. Two main contrib-
uting factors in this respect are a fall in interest rates
of short-term bonds during the period and a DKK 24m
return on own shares.

Total Group market risks are mainly linked to invest-
ment portfolio earnings.

Total interest rate sensitivity – expressed as expected
profit/loss at an interest rate change of 1 percentage
point – was unchanged at DKK 137m at year-end
2001. Standing at almost DKK 200m, the exposure of
Sydbank's investment portfolio of shares remains
modest at year-end. Foreign exchange risks continue
to be limited.

Prof i t  fo r  the  year
Pre-tax profit amounts to DKK 611m against DKK
675m in 2000, equivalent to a return on average
shareholders’ equity of 18% (2000: 22%).

The tax charge represents DKK 156m (2000: DKK
106m).

The year's profit of DKK 455m is equal to a return on
average shareholders' equity of 14% (2000: 19%).

Cost s  and  deprec ia t ion
The Group's total costs have increased by DKK 88m –
equal to a 6% rise which is predominantly ascribable
to staff costs due to the high level of business activity. 

As in 2000 the level of costs reflects an expectation
that the accounts will trigger employee shares resul-
ting in a DKK 12m charge to the Bank.

At year-end 2001 total staff numbered 1,897 (full-
time equivalent) – a decline of 19 compared with
2000.  

The number of branches remains unchanged at 118 at
year-end 2001.

Prov i s ions  fo r  bad  and  doubt fu l  debts
The charge for bad and doubtful debts totals DKK
260m, ie an increase of DKK 31m compared with
2000. 
Provisions continue to total 0.6% of ordinary loans
and advances, guarantees and provisions.

Group provisions for ordinary loans and advances and
guarantees made up DKK 1,258m (2000: DKK 1,193m)
at year-end, ie unchanged at 3.0% of ordinary loans
and advances, guarantees and provisions. Non-per-
forming ordinary loans and advances totalled DKK
175m (2000: DKK 190m) – equal to 0.4% (2000: 0.5%).
Total provisions account for 718% of non-performing
loans and advances at year-end 2001 (2000: 628%).

DKKm 2000 2001 

Staff costs 771 827 
Other administrative expenses 556 577 
Depreciation of tangible assets 63 75 
Other operating expenses 2 1 

Total costs 1,392 1,480 

Costs and depreciation



Subs id ia ry  under tak ings
The subsidiary undertakings, DMK-Holding and SBK-
Invest, contributed a pre-tax profit of DKK 38m (2000:
DKK 36m), and the property undertaking,
Ejendomsselskabet, posted a loss of DKK 6m (2000:
(DKK 3m)). Both results are included in Group core
income.

The main activities of DMK-Holding and SBK-Invest
are lending by way of leasing and factoring, and com-
pany administration. The lending portfolio of these
undertakings has gone up by DKK 153m and totals
DKK 1,464m at year-end 2001. 

Ba lance  sheet
At 31 December 2001 the Group's total assets amount
to DKK 66bn – an increase of DKK 6.2bn compared
with 2000. The Group's overall level of activity has
been high and is backed up by increased banking acti-
vities with existing customers plus a net influx of just
over 5,000 customers. 

Ordinary loans and advances account for DKK 32.7bn,
equal to a 4% increase. Reverse repo loans and
advances make up DKK 4.6bn (2000: DKK 3.5bn). 
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Securities and holdings portfolios total DKK 19.2bn
(2000: DKK 13.1bn) consisting of unchanged pooled
scheme portfolios of DKK 3.8bn and investment and
trading portfolios incl own shares of DKK 15.4bn
(shares and holdings of DKK 0.8bn; bonds of DKK
14.6bn).

The property portfolio accounts for DKK 820m (2000:
DKK 878m). 

Deposits make up DKK 31.6bn against DKK 29bn at
year-end 2000. This increase of just over 9% can be
attributed to on demand deposits, at notice deposits
as well as time deposits.

In mid-2001 Sydbank raised senior debt by issuing 5-
year FRNs totalling EUR 250m under the Global MTN
Programme of EUR 1bn to strengthen the Bank's fun-
ding. The amount is recognised under the liability line
item, “Bonds issued”.

The liability line item, “Other liabilities”, has been
reduced by DKK 2.1bn to DKK 6.1bn. Essentially, this
decline can be ascribed to a negative value of deriv-
ative financial instruments.

Year-end DKKbn 2000 2001 

Amounts owed to credit institutions 18.5 21.8
Deposits 29.0 31.6
Bonds issued - 1.9
Other liabilities 8.2 6.1
Subordinated capital (tier 2) 0.9 1.2
Shareholders' equity (tier 1) 3.2 3.4

Total 59.8 66.0

Liabilities

Year-end DKKbn 2000 2001 

Amounts owed by credit institutions etc 6.3 5.5
Ordinary loans and advances 31.5 32.7
Reverse repo loans and advances 3.5 4.6
Securities and holdings in associated and 
group undertakings etc 13.1 19.2
Other assets 5.4 4.0

Total 59.8 66.0

Assets 
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Off -ba lance  sheet  i tems
Guarantees, primarily financial guarantees, rose by
DKK 1.0bn to DKK 7.5bn – an increase of 16% essen-
tially due to increased mortgage credit lending.

Other commitments – mainly irrevocable credit com-
mitments – have been reduced by DKK 118m to DKK
484m. 

Proposa l s  to  the  AGM
The following motions will be put before the AGM:
• that a dividend of DKK 15 per share be distributed 

for 2001 (2000: DKK 15)
• that an amount of DKK 2m be distributed to the 

sponsorship fund, “Sydbank Sønderjyllands Fond”

Out look  fo r  2002
The Bank's 2002 budget is based on expectations of
very moderate Danish economic growth. Consequently
loans and advances are budgeted at zero growth and
provisions are expected to increase from 0.6% to 0.7%
of total ordinary loans and advances, guarantees and
provisions.  

Sydbank expects that the demand for investment pro-
ducts managed by Sydbank Markets will continue to
display the positive trend of recent years and con-
tribute to growth in the Bank's trading income. 

Sydbank budgets for a cost increase of almost 4% in
2002. Budgeted costs are based on several factors,
including a full-time staff decrease of approx 30 in
2002, the decision to establish a branch in Skander-
borg, and the closing down of a limited number of
part-time branches. 

Overall the Bank expects to be able to maintain the
level of core earnings in 2002 and therefore core earn-
ings (profit before investment portfolio earnings) ran-
ging between DKK 450-550m are expected for 2002.

Cap i ta l  re sources
Subordinated capital (tier 2) totals DKK 1,215m at
year-end (2000: DKK 934m). In the first six months of
2001 DKK 870m in supplementary capital was raised
under the Global MTN Programme. Furthermore sup-
plementary capital representing DKK 150m has been
raised outside this programme. In the course of the
year supplementary capital amounting to DKK 734m
has been repaid.

In June 2001 the AGM resolution to reduce the share
capital from nominally DKK 785m to nominally DKK
750m was registered. The capital reduction brought
about a decline in shareholders' equity (tier 1) of DKK
126m to DKK 3,095m.

At year-end shareholders' equity (tier 1) stands at
DKK 3,435m, representing an increase of DKK 340m
after allocation of DKK 113m of the year's profit for
dividends and DKK 2m for the Group's sponsorship
fund, “Sydbank Sønderjyllands Fond”.

At year-end the solvency ratio (total capital) amoun-
ted to 10.4% (2000: 10.0%) and the core capital (tier
1) ratio was 7.8% (2000: 7.9%).

Year-end  DKKbn 2000 2001 

Solvency ratio (total capital) (%) 10.0 10.4
Core capital ratio (tier 1) (%) 7.9 7.8

Core capital (tier 1) after deductions 3.1 3.3
Capital base (tiers 1+2) and short-term
supplementary capital after deductions 3.6 4.9

Weighted items outside the 
trading portfolio 34.9 35.9
Weighted items with market risk 4.4 6.5

Total weighted items 39.3 42.4

Solvency
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Exchange  ra te  r i sk
In 2001 the Group's total exchange rate risks were
very modest – similar to previous years. At year-end
the calculated risk of the open currency position
stood at DKK 1.8m (2000: DKK 3.1m), an unchanged
0.1% of core capital less deductions.

Equ i ty  p r i ce  r i sk
The Group's investment portfolio of listed shares, ie
excl portfolios of pooled schemes and own shares,
totals DKK 224m at year-end (2000: DKK 210m).

The portfolio of unlisted shares, primarily bought for
investment purposes and stated at the lower of cost
or book value, accounts for DKK 175m at year-end
(2000: DKK 185m). 

At year-end 2001 the portfolio of holdings in associ-
ated undertakings and other significant holdings
totals DKK 282m (2000: DKK 287m).

Interest rate risk by maturity

Maturity DKKm 2000 2001

Less than 3 months 11 2
3-6 months 20 13
6-9 months (35) (20)
9-12 months 17 38
1-2 years 16 18
2-3.6 years 36 51
More than 3.6 years 72 35

Total 137 137

Market risks emanate from recurring financial market
movements and are stated as the total of the Group's
risks in terms of interest rate, foreign exchange and
equity price. The application of market risks forms
part of the Bank's ordinary activities and is of great
importance to total earnings.

The Bank's Treasury Division manages market risks
while observing the policies and limits determined
and adopted by the Bank's Board of Directors.

The Bank's Controllers in the Accounting Department
continuously monitor the individual risk areas and
provide the Bank's management with ongoing and
extensive reporting.

Risk area administration is conducted by the
Settlements Department within the International
Division.

Customer market risks are managed by Sydbank
Markets and as such this activity is separated from the
management of Group market risks.

I n te res t  ra te  r i sk
The interest rate risk comprises the Group's total risk
of loss resulting from interest rate fluctuations in the
financial markets.

Sydbank adopts a cash flow model to assess the inter-
est rate risk of fixed rate positions (bonds etc) cf note
36, and a duration model to calculate the interest
rate risk of Danish callable mortgage bonds. The
interest rate risk makes up the bulk of total Group
market risks.

In accordance with the Danish Financial Supervisory
Authority's Ratio System, the interest rate risk is cal-
culated as the risk of a parallel shift in the interest
rate level of 1 percentage point in all currencies and
totals DKK 137m or 4.2% at year-end (2000: 4.4%) of
the Group's core capital (tier 1) after deductions. A
calculated loss of DKK 200m (2000: DKK 97m) derives
from positions in Danish kroner and a calculated net
loss of DKK 63m (2000: DKK 40m) from foreign
exchange positions.

M A R K E T  R I S K S

Interest rate risk by currency

Currency DKKm 2000 2001

DKK 97 200
EUR 16 (72)
USD 11 9
JPY 0 (9)
CHF 4 4
NOK 0 3
Other 9 2

Total 137 137
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Der iva t ive  f inanc ia l  i n s t ruments
The Bank's customers and the Bank alike use deriva-
tive financial instruments to hedge and manage mar-
ket risks.

Sydbank is an active trader in derivative financial
instruments. Note 7 illustrates the extent of unsettled
transactions at year-ends 2000 and 2001.

Derivative financial instruments are included in the
calculation of the Group's market risks according to
the underlying risk type. Consequently derivative
financial instruments do not entail further indepen-
dent market risks to the Group.

Breakdown of derivative financial instruments at
year-ends 2000 and 2001:

Year-end DKKm 2000 2001

Nominal values 
Foreign exchange contracts
Forwards/futures 110,470 108,118

Options 10,501 7,989

Interest rate contracts
Forwards/futures 9,449 7,349

Forward Rate Agreements 188,327 178,483

Swaps 120,967 124,335

Options 17,368 16,377

Equity contracts
Forwards/futures 16 14

Options 10 10

Derivative financial instruments

Cash  r i sk  
Measured as the development in the difference
between loans and advances and deposits/bonds is-
sued, the Group reduced its total deposit deficit by
DKK 2.2bn in 2001.

To strengthen the Bank's cash resources a Global MTN
Programme of EUR 1bn has been set up. In 2001 this
programme was used to raise supplementary capital
amounting to DKK 870m and to issue FRNs of EUR
250m.

Measured in relation to the 10% requirement as spe-
cified in section 28 of the Danish Banking Act, the
Bank's cash reserves for 2000-2001 appear from the
chart below:
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Credit risks arise when an exposure is deemed not
recoverable due to a debtor’s lack of will or ability to
repay at the agreed time. Exposures comprise loans
and advances (ordinary and reverse repo), guarantees
and amounts owed by credit institutions. Moreover
credit risks may arise from trading in securities, for-
eign exchange and derivative financial instruments.

Total credit risks are managed according to policies
and limits as determined and adopted by the Bank’s
management.

The Bank’s central Credits/Corporate Banking depart-
ments are responsible for monitoring, overall risk-
taking and reporting to the Bank’s management.

Once a year all corporate client exposures beyond
DKK 1m are evaluated, classified according to risk and
approved. 

Cr i t i ca l  exposures
If the creditworthiness of a customer is questioned
and his lack of will or ability to pay is deemed uncer-
tain, the exposure will be classified as critical, moni-
toring will be intensified and the need for making
provisions will be assessed.

Prov i s ions
In addition to individual provisions the Bank makes
statistically motivated provisions for the expected risk
of loss. Such provisions are adjusted annually on the
basis of the historical loss development.

Individual provisions are made if an exposure is
deemed to entail a loss due to a customer’s present
and expected financial situation compared with the
realisation value of any potential security provided.

The need for making provisions is assessed at least
once every quarter and provisions are increased or
reduced to the extent dictated by changes in a custo-
mer’s financial situation. 

Provisions are divided into A-provisions, indicating a
probable risk of loss, and B-provisions, indicating an
unavoidable loss.

Wri te -o ff s
If a customer’s ability to pay ceases the exposure will
be written off. If there is no doubt that part of an
exposure will be lost the exposure will be partly writ-
ten off.

Dis t r ibut ion  by  indus t ry /d ive r s i f i ca t ion
The Bank aims to ensure a credit portfolio in conformi-
ty with sector averages – in terms of retail/corporate
distribution and industry distribution.

69% of the Bank’s total loans and advances and gua-
rantees are owed by corporate clients, 29% by retail
customers and 2% by the public sector.

Distribution by industry is as reported to the Danish
Financial Supervisory Authority.

2000 2001
DKKm % DKKm %

Agriculture 2,196 5 2,508 5
Fisheries 98 0 107 0
Manufacturing 3,167 8 2,998 7
Construction and building 1,004 2 1,118 2
Trade, hotels and restaurants 4,549 11 4,733 10
Transportation etc 2,294 6 2,224 5
Finance, insurance etc 8,470 20 9,424 21
Property administration, pur-
chase and sale of property, and
various  services 4,217 10 4,391 10
Other corporate lending 2,956 7 4,033 9

Total corporate lending and 
guarantees 28,951 69 31,536 69
Public sector 712 2 795 2
Retail customers 12,309 29 12,996 29

Total 41,972 100 45,327 100

Loans and advances and guarantees by industry 

C R E D I T  R I S K S  E T C


