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At initial recognition, available-for-sale financial assets are recorded at fair value plus transaction costs. Subsequently they are carried at fair value. The 

fair values reported are either observable market prices or values calculated with a valuation technique based on currently observable market data. For 

very short-term financial assets it is assumed that the fair value is best reflected by the transaction price itself. Gains and losses arising from changes 

in fair value of available-for-sale financial assets are recognised directly in equity in the position “revaluation reserve from available-for-sale finan-

cial asset”, until the financial asset is derecognised or impaired. At this time, the cumulative gain or loss previously recognised in equity is recognised in 

profit or loss as “gains and losses from available-for-sale financial assets”. Interest calculated using the effective interest rate method and foreign cur-

rency gains and losses on monetary assets classified as available-for-sale are recognised in the income statement. Dividends on available-for-sale equity 

instruments are recognised in the income statement when the entity’s right to receive the payment is established.

Purchases and sales of available-for-sale financial assets are recorded on the trade date. The available-for-sale financial assets are derecognised when the 

rights to receive cash flows from the financial assets have expired or where the group has transferred substantially all risks and rewards of  ownership.

Foreign currency translation(9) 
(a) Functional and presentation currency

Items included in the financial statements of each of the group’s entities are measured using the currency of the primary economic environment in 

which the entity operates (“the functional currency”). The consolidated financial statements of the group are presented in euros, which is ProCredit 

Holding’s functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions. Foreign 

exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of monetary assets 

and liabilities denominated in foreign currencies are recognised in the income statement (trading result).

items denominated in foreign currency are translated with the closing rate as of the reporting date. In the case of changes in the fair value of monetary 

assets denominated in foreign currency classified as available for sale, a distinction is made between translation differences resulting from changes in 

amortised cost of the security and other changes in the carrying amount of the security. Translation differences related to changes in the amortised cost 

are recognised in profit or loss, while other changes in the carrying amount are recognised in equity.

Non-monetary items measured at historical cost denominated in foreign currency are translated with the exchange rate as of the date of initial recog-

nition.

(c) Group companies

The results and financial positions of the group companies whose functional currency is not the euro are translated into the presentation currency as 

follows:

– Assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that balance sheet;

– income and expenses for each income statement are translated at average exchange rates of the year.

On consolidation, exchange differences arising from the translation of the net investment in foreign entities are recognised in shareholders’ equity as 

“translation reserve”. When a foreign operation is sold, as was the case with the Angolan subsidiary in 2007, such exchange differences are recognised in 

the income statement as part of the gain or loss on the sale.

The reporting exchange rates and average rates for the period used in the consolidated balance sheet and the consolidated income statement are listed 

in section (72) of these notes.

None of the group companies is located in a hyperinflation economy as defined by IAS 29.

Comparatives(10) 
Where necessary, comparative figures have been adjusted to conform with changes in presentation (see note (63)).

Sale and repurchase agreements(11) 
Securities sold subject to repurchase agreements (“repos”) are reclassified as pledged assets when the transferee has the right by contract or custom to 

sell or re-pledge the collateral; the counterparty liability is included in amounts due to other banks, deposits from banks, other deposits or deposits due 

to customers, as appropriate. Securities purchased under agreements to resell (“reverse repos”) are recorded as loans and advances to other banks or cus-

tomers, as appropriate. The difference between sale and repurchase price is treated as interest and accrued over the life of the agreements using the 

effective interest method. Securities lent to counterparties are also retained in the financial statements.



83Consolidated Financial Statements

Cash and cash equivalents(12) 
For the purposes of the balance sheet, cash and cash equivalents comprise cash, balances with less than three months’ maturity from the date of 

acquisition when eligible for discounting with central banks, other money market instruments that are highly liquid and readily convertible to known 

amounts of cash with insignificant risk of changes in value, and bills of exchange and other bills eligible for discounting with central banks.

Generally, all cash and cash equivalent items appear at their nominal value. Treasury bills and other money market instruments that qualify as cash 

equivalents are classified as available-for-sale financial assets and measured at fair value.

For the purposes of the cash flow statement, cash and cash equivalents comprise balances with less than three months’ maturity from the date of acqui-

sition, including: cash and non-restricted balances with central banks (in some countries minimum reserve balances are included under restricted bal-

ances), non-pledged treasury bills and other bills eligible for refinancing with central banks, and loans and advances to banks and amounts due from 

other banks.

Loans and receivables(13) 
The amounts reported under receivables from customers consist mainly of loans and advances issued.

In addition to overnight and term deposits, the amounts reported under receivables from banks include current account balances.

All loans and receivables to banks as well as loans and receivables to customers fall under the category “loans and receivables” and are carried at amor-

tised cost, using the effective interest method. Amortised premiums and discounts are accounted for over the respective terms in the income statement 

under net interest income. Impairment of loans is recognised on separate allowance accounts (see note (14)).

For the purposes of the cash flow statement, claims to banks with a remaining maturity of less than three months from the date of acquisition are rec-

ognised under cash and cash equivalents (see note (43)).

Allowance for losses on loans and advances and impairment of available-for-sale financial assets(14) 
(a) Assets carried at amortised cost – loans and advances

Impairment of loans and advances
The group assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is impaired. If there 

is objective evidence that impairment of a loan or a portfolio of loans has occurred which influences the future cash flow of the financial asset(s), the 

respective losses are immediately recognised. Depending on the size of the loan, such losses are either calculated on an individual loan basis or are col-

lectively assessed for a portfolio of loans. The carrying amount of the loan is reduced through the use of an allowance account and the amount of the 

loss is recognised in the income statement. We do not recognise losses from expected future events.

Individually assessed loans and advances• 

Loans are considered individually significant if they have a certain size, partly depending on the individual bank. As a group-wide rule, all loans over 

EUR 100,000 are individually assessed for impairment. For such loans, it is assessed whether objective evidence of impairment exists, i. e. any factors 

which might influence the customer’s ability to fulfil his contractual payment obligations towards the bank:

- delinquencies in contractual payments of interest or principal

- breach of covenants or conditions

- initiation of bankruptcy proceedings

- any specific information on the customer’s business (e. g. reflected by cash flow difficulties experienced by the client);

- changes in the customer’s market environment;

- the general economic situation.

Additionally, the aggregate exposure to the client and the realisable value of collateral held are taken into account when deciding on the allowance for 

impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference between the asset’s car-

rying amount and the present value of its estimated future cash flows discounted at the financial asset’s original effective interest rate (specific impair-

ment). If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate determined under 

the contract.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset reflects the cash flows that may result from 

foreclosure less costs for obtaining and selling the collateral.
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Collectively assessed loans and advances• 

There are two cases in which loans are collectively assessed for impairment:

- individually insignificant loans;

-  the group of loans which do not show signs of impairment, in order to cover all losses which have already been incurred but not detected on an 

individual loan basis.

For the purposes of the evaluation of impairment of individually insignificant loans, the loans are grouped on the basis of similar credit risk character-

istics, i. e. according to the number of days they are in arrears. Arrears of 8 or more days are considered to be a sign of impairment. This characteristic 

is relevant for the estimation of future cash flows for the so defined groups of such assets, based on historical loss experiences with loans that showed 

similar characteristics.

The collective assessment of impairment for individually insignificant loans (lump-sum impairment) and for unimpaired loans (portfolio-based impair-

ment) belonging to a group of financial assets is based on a quantitative analysis of historical default rates for loan portfolios with similar risk charac-

teristics in the individual subsidiaries (migration analysis), grouped into geographical segments with a comparable risk profile. After a qualitative anal-

ysis of this statistical data, the holding company’s management prescribed appropriate rates to the banks of the ProCredit group as the basis for their 

portfolio-based impairment allowances. Deviations from this guideline were allowed, if necessitated by the specific situation of a ProCredit institution.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated on the basis of the contractual cash flows 

of the assets in the group and historical loss experience for assets with credit risk characteristics similar to those in the group. Historical loss experience 

is adjusted on the basis of current observable data to reflect the effects of current conditions that did not affect the period on which the historical loss 

experience is based and to remove the effects of conditions in the historical period that do not exist currently. The methodology and assumptions used 

for estimating future cash flows are reviewed regularly by the group to reduce any differences between loss estimates and actual loss experience.

If the group determines that no objective evidence of impairment exists for an individually assessed financial asset, whether individually significant or 

not, it includes the asset in a group of financial assets with similar credit risk characteristics and collectively assesses them for impairment (impairment 

for collectively assessed loans).

Reversal of impairment
If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the 

impairment was recognised, the previously recognised impairment loss is reversed by adjusting the allowance account. The amount of the reversal is rec-

ognised in the income statement.

Writing off loans and advances
When a loan is uncollectible, it is written off against the related allowance for loan impairment. Such loans are written off after all the necessary pro-

cedures have been completed and the amount of the loss has been determined. Subsequent recoveries of amounts previously written off decrease the 

amount of the allowance for loan impairment in the income statement.

Renegotiated loans
Loans that are either subject to collective impairment assessment or individually significant and whose terms have been renegotiated are no longer con-

sidered to be past due but are treated as new loans once the minimum number of payments required under the new arrangements have been received.

Assets acquired in exchange for loans
Non-financial assets acquired in exchange for loans as part of an orderly realisation are reported in “Other assets”. The asset acquired is recorded at the 

lower of its fair value less costs to sell and the carrying amount of the loan at the date of exchange. No depreciation is charged for assets held for sale. 

Any subsequent write-down of the acquired asset to fair value less costs to sell is recognised in the income statement in “Other operating income”. Any 

subsequent increase in the fair value less costs to sell, to the extent this does not exceed the cumulative write-down, is also recognised in “Other oper-

ating income”, together with any realised gains or losses on disposal.

(b) Assets classified as available for sale

The group assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is impaired. In deter-

mining whether an available-for-sale financial asset is impaired the following criteria are considered:

– deterioration of the ability or willingness of the debtor to service the obligation;

– a political situation which may significantly impact the debtor’s ability to repay the loan;

– additional events that make it unlikely that the carrying amount may be recovered.

In the case of equity investments classified as available for sale, a significant or prolonged decline in the fair value of the security below its cost is con-

sidered in determining whether the assets are impaired. If any such evidence exist the cumulative loss – measured as the difference between the acquisi-

tion cost and the current fair value, less any impairment loss on that financial asset previously recognised in profit or loss – is removed from equity and 

recognised in the income statement.
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Impairment losses recognised in the income statement on equity instruments are not reversed through the income statement at any point thereafter. 

If, in a subsequent period, the fair value of a debt instrument classified as available for sale increases and the increase can be objectively related to an 

event occurring after the impairment loss was recognised in profit or loss, the impairment loss is reversed through the income statement.

The banks primarily invest in government securities with fixed or variable interest rates. Impairments on these investments are recognised when objec-

tive evidence exists that the government is unable or unwilling to service these obligations.

Derivative financial instruments(15) 
Derivatives are initially recognised at the fair value of the consideration given (when acquiring financial assets) or received (when undertaking financial 

liabilities). Subsequently, derivatives are remeasured at fair value. If possible, fair values are obtained from quoted markets or from recent market trans-

actions. Otherwise, they are appraised via discounted cash flow models or options pricing models, as appropriate (see note (7)). Derivatives with a pos-

itive fair value are carried as financial assets and reported under “Financial assets at fair value through profit or loss”. Derivatives with a negative fair 

value are carried as financial liabilities and are reported under “Financial liabilities at fair value through profit or loss”.

The resulting fair value gain or loss is recognised immediately in the income statement for all derivatives. In the group, derivatives are used in order to 

hedge risks, i. e. interest rate risks and currency risks, but the group does not apply hedge accounting.

Intangible assets(16) 
(a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the group’s share of the net identifiable assets of the acquired subsid-

iary at the date of acquisition. Goodwill on acquisitions of subsidiaries is included in “intangible assets”.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. Each entity is defined as representing one cash-generating unit. 

Goodwill is tested annually for impairment by comparing the present value of the expected future cash flows from a cash-generating unit with the car-

rying value of its net assets, including attributable goodwill. Goodwill is carried at cost less accumulated impairment losses which are charged to the 

income statement.

Gains and losses on the disposal of an entity include the carrying amount of goodwill relating to the entity sold and are recognised in the income 

 statement.

(b) Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific software. These costs are 

amortised on the basis of the expected useful lives. Software has a maximum expected useful life of 5 years.

(c) Other intangible assets

The only item in this category is the ProCredit trademark. The trademark is depreciated using the straight-line method over a period of 13 years.

Property, plant and equipment(17) 
Land and buildings comprise mainly branches and offices. All property, plant and equipment is stated at historical cost less scheduled depreciation and 

impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of the items. Component parts of an asset are rec-

ognized separately if they have different useful lives or provide benefits to the enterprise in a different pattern.

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate asset, as appropriate, only when it is probable that future 

economic benefits associated with the item will flow to the group and the cost of the item can be measured reliably. All other repairs and maintenance 

are charged to the income statement during the financial period in which they are incurred.

Land is not depreciated. Depreciation on other assets is calculated using the straight-line method to allocate their cost to their residual values over their 

estimated useful lives, as follows:

The assets’ residual carrying values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

Buildings 15–40 years

Leasehold improvements shorter of rental contract life or useful life

Computers 2–5 years

Furniture 5–10 years

Motor vehicles 3–5 years

Other fixed assets 2–7 years
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Both assets that are subject to amortisation and land are reviewed for impairment whenever events or changes in circumstances indicate that the car-

rying amount may not be recoverable. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount 

exceeds its estimated recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs to sell and value in use.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the income statement.

The group does not hold investment property.

Impairment of non-financial assets(18) 
Assets that have an indefinite useful life are not depreciated on a scheduled basis but are tested annually for impairment.

Assets that are subject to amortisation are reviewed for indications of impairment whenever events or changes in circumstances indicate that the car-

rying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying value exceeds its recoverable 

amount. For the purpose of assessing impairment, assets are grouped at the lowest level for which there are separately identifiable cash flows (cash-

generating units).

Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

Leases(19) 
(a) ProCredit is the lessee

Finance lease

Agreements which transfer to the lessee substantially all the risks and rewards incidental to the ownership of assets, but not necessarily a legal title, are 

classified as finance leases.

ProCredit does not lease assets in finance leases.

Operating lease

Operating leases are all lease agreements which do not qualify as finance leases.

The total payments made under operating leases are charged to the income statement under administrative expenses on a straight-line basis over the 

period of the lease. The leasing objects are recognised by the lessee.

(b) ProCredit is the lessor

Finance leases

When assets are held subject to a finance lease, the present value of the minimum lease payments is recognised as a receivable from customers under 

“loans and advances to customers”. Payments received under leases are divided into an amortisation component which is not recognised in the income 

statement and an income component. The income component is recognised under “interest income”. Premiums received are recognised over the term of 

the lease using the effective interest rate method under “interest income”.

Operating leases

ProCredit does not enter into operating leases as a lessor.

ProCredit Holding applies IFRIC 4, which requires it to determine if an arrangement contains a lease. The relevant contracts and agreements of the 

ProCredit group do not contain any leases which would lead to a disclosure according to IAS 17.

Income tax(20) 
Current income tax

Income tax payable on profits is calculated on the basis of the applicable tax law in the respective jurisdiction and is recognised as an expense in the 

period in which profits arise.

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and liabilities and 

their carrying amounts in the consolidated financial statements prepared in conformity with IFRS. Deferred tax assets and liabilities are determined 

using tax rates (and laws) that have been enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is 

realised or the deferred income tax liability is settled. The tax planning period is five years.
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The principal temporary differences arise from depreciation of property, plant and equipment, revaluation of certain financial assets and liabilities 

including derivative contracts, and tax losses carried forward. However, the deferred income tax is not accounted for if it arises from initial recognition 

of an asset or a liability in a transaction other than a business combination that at the time of the transaction affects neither the profit (before tax) for 

the period according to IFRS, nor the taxable profit or loss.

The tax effects of income tax losses available for carry forward are recognised as a deferred tax asset when it is probable that future taxable profits will 

be available against which these losses can be utilised.

Deferred tax assets are recognised where it is probable that future taxable profit will be available against which the temporary differences can be 

 utilised.

Deferred tax related to fair value re-measurement of available-for-sale investments, which are charged directly to equity, is also credited or charged 

directly to equity and subsequently recognised in the income statement together with the deferred gain or loss. For informational reasons, the presen-

tation is made on a gross basis.

Liabilities to banks and customers(21) 
Liabilities to banks and customers are recognised initially at fair value net of transaction costs incurred. Borrowings are subsequently stated at amortised 

cost; any difference between proceeds net of transaction costs and the redemption value is recognised in the income statement over the period of the 

borrowings using the effective interest rate method.

All financial liabilities are derecognised when they are extinguished – that is, when the obligation is discharged, cancelled or expires.

Debt securities(22) 
The balance sheet item “debt securities” contains debt instruments issued, recognised initially at fair value, being their issue proceeds (fair value of 

consideration received) net of transaction costs incurred. They are subsequently stated at amortised cost and any difference between proceeds net of 

transaction costs and the redemption value is recognised in the income statement over the period of the debt instruments using the effective interest 

method.

Provisions(23) 
Provisions are recognised if

- there is a present legal or constructive obligation resulting from past events;

- it is more likely than not that an outflow of resources will be required to settle the obligation;

- and the amount can be reliably estimated.

Where there are a number of similar obligations, the likelihood that an outflow of resources will be required in a settlement is determined by consider-

ing the class of obligations as a whole.

Provisions for which the timing of the outflow of resources is known are measured at the present value of the expenditures, if the outflow will be not 

earlier than in one year’s time. The increase in the present value of the obligation due to the passage of time is recognised as an interest expense.

Contingent liabilities, which mainly consist of certain guarantees and letters of credit issued for customers, are possible obligations that arise from past 

events. As their occurrence, or non-occurrence, depends on uncertain future events not wholly within the control of the group, they are not recognised 

in the financial statements but are disclosed off-balance sheet unless the probability of settlement is remote (see note (66)).

Financial guarantee contracts(24) 
Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the holder for a loss which he incurs 

because a specified debtor fails to make payments when due, in accordance with the terms of a debt instrument. Such financial guarantees are given to 

banks, financial institutions and other bodies on behalf of customers to secure loans, overdrafts and other banking facilities.

Financial guarantees are initially recognised in the financial statements at fair value on the date the guarantee was given. Subsequent to initial recogni-

tion, the bank’s liabilities under such guarantees are measured at the higher of the initial measurement, less amortisation calculated to recognise in the 

income statement the fee income earned on a straight-line basis over the life of the guarantee and the best estimate of the expenditure required to set-

tle any financial obligation arising at the balance sheet date. These estimates are determined based on experience of similar transactions and history of 

past losses, supplemented by the judgement of management.

Any increase in the liability relating to guarantees is taken to the income statement under “other operating expenses”.
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Post-employment benefits and other employee benefits(25) 
(a) Post-employment obligations

The group contributes to its employees’ post-employment plans as prescribed by the local legislation on pensioning of the countries in which the sub-

sidiaries are located.

In the case of defined contribution plans, the group pays contributions to privately administered pension insurance plans on a contractual basis. The 

group has no further payment obligations once the contributions have been paid. The contributions are recognised as employee benefit expense when 

they are due. The group does not operate any other pension scheme and, consequently, has no obligation in respect of pensions.

(b) Other post-employment obligations

In some Latin American countries it is mandatory to pay employees a certain amount of post-employment benefits dependent upon several factors such 

as the number of years of service and compensation.

The liability recognised in the balance sheet is the present value of the defined post-employment benefit obligation at the balance sheet date, together 

with adjustments for unrecognised actuarial gains or losses and past service costs. As a rule, the obligation is calculated annually by independent actu-

aries. The present value of the obligation is determined by discounting the estimated future cash outflows (e. g. taking into account mortality tables and 

salary increases) using interest rates of high-quality corporate bonds that are denominated in the currency in which the obligation will be paid, and that 

have terms to maturity approximating the terms of the related pension liability, where applicable, or comparable similar interest rates which were esti-

mated by the banks.

Subordinated debt(26) 
Subordinated debt consists mainly of liabilities to shareholders and other international financial institutions which in the event of insolvency or liquida-

tion are not repaid until all non-subordinated creditors have been satisfied. There is no obligation to repay early.

Following initial recognition at acquisition cost, the subordinated debt is recognised at amortised cost. Premiums and discounts are accounted for over 

the respective terms in the income statement under “net interest income”.

Equity capital(27) 
Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of tax, from the proceeds as (negative) capi-

tal reserve.

Dividends on ordinary shares are recognised in equity in the period in which they are approved by the company’s shareholders.

Fiduciary activities(28) 
The group may act as a trustee and in other fiduciary capacities that result in the holding or placing of assets on behalf of individuals, trusts, retirement 

benefit plans and other institutions. Currently such activities are being prepared. The assets and income arising thereon are excluded from the financial 

statements, as they are not assets of the group.

Grants(29) 
The positive social effects that the establishment of banks in transition economies and developing countries can have are widely recognised by the inter-

ested public and various large international donor institutions. Accordingly, ProCredit Holding and its subsidiaries receive grants from donor institutions 

in some instances. It is the group’s policy to use such grants exclusivly for the establishment and growth of the bank’s network, i. e. not to cover ongo-

ing operating expenses.

Grants are accounted for in accordance with IAS 20 following the gross approach, where the money received and the obligation to use the money for 

ongoing expenses is not offset. The liability to fulfil the obligation, recognised in the balance sheet, is amortised through the income statement at the 

same time as funds are spent to cover expenditures. When donor contributions are used to purchase assets, the assets are recognised in the balance 

sheet. Another liability is recognised to reflect the obligation to use the funds for restricted purposes. The liability is amortised through the income 

statement at the same rate at which the respective assets are depreciated.

The amount of grants received in 2008 and the unused amount of grants outstanding as of December 31, 2008 are shown in note (67).

Interest income and expense(30) 
Interest income and expenses for all interest-bearing financial instruments, except for those classified as at fair value through profit or loss, are recogn-

ised within “interest income” and “interest expense” in the income statement using the effective interest rate method. Interest income and expense are 

recognised in the income statement in the period in which they arise.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment loss, interest income is recognised using 

the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. For loans where there is objective evidence 
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that an impairment loss has been incurred, the accrual of interest income is terminated not later than 90 days after the last payment. Payments received 

in respect of written-off loans are not recognised in net interest income.

Fee and commission income and expenses(31) 
Fee and commission income and expenses are recognised on an accrual basis when the service has been provided.

Loan commitment fees for loans that are likely to be drawn down are deferred (together with related direct costs) and recognised as an adjustment to 

the effective interest rate of the loan. Loan syndication fees are recognised as revenue when the syndication has been completed and the group has 

retained no part of the loan package for itself or has retained a part at the same effective interest rate as the other participants.

Dividend income(32) 
Dividends are recognised in the income statement when the entity’s right to receive payment is established.

Due to their insignificance, the amounts are recognised in “net other operating income”.

Notes to the Income StatementC. 

Net interest income(33) 
Included within “net interest income” are interest income and expenses and, in addition, the unwinding of premiums and discounts on financial instru-

ments at amortised cost. Interest income from financial instruments at fair value through profit or loss is shown under “net result from financial assets 

at fair value through profit or loss” (note (37)).

Allowance for impairment losses on loans and advances(34) 
Risk provisioning on loans and advances to banks is reflected in the income statement as follows:

Risk provisioning on loans and advances to customers is reflected in the income statement as follows:

in ‘000 EUR
Interest and similar income 2008 2007
Interest income from cash and cash equivalents and loans and advances to banks 35,470 24,990

Interest income from available-for-sale assets 16,682 11,768

Interest income from loans and advances to customers 572,545 459,805

Other interest income 5,936 3,642

Total interest income 630,633 500,205

Interest and similar expenses
Interest expenses on liabilities to banks 23,073 25,418

Interest expenses on liabilities to customers 125,076 87,861

Interest expenses on liabilities to international financial institutions 43,625 30,381

Interest expenses on subordinated debt 2,796 1,164

Interest expenses on debt securities 22,869 13,533

Other interest expenses 5,549 6,955

Total interest expenses 222,988 165,311

Net interest income 407,645 334,894

in ‘000 EUR 2008 2007
Increase of impairment charge 40 107

Release of impairment charge 194 125

Total –154 –18

in ‘000 EUR 2008 2007
Increase of impairment charge 101,324 59,439

Other allowances for impairment 0 548

Write-offs 1,483 1,858

Release of impairment charge 47,463 25,605

Recovery of written-off loans –7,299 –5,851

Total 48,045 30,389
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The total increase of impairment charge comprises the following entries:

Net fee and commission income(35) 

The item “other fee and commission income” consists of transactions carried out on behalf of third parties, e. g. Western Union. “Other fee and commis-

sion expenses” consists primarily of fee expenses related to the card business.

Trading result(36) 
“Trading result” refers to the results of foreign exchange dealings with and for customers. The group does not engage in any foreign currency trading 

on its own account. In addition, this position includes the result from foreign currency hedging operations and unrealised foreign currency revaluation 

effects. The group does not apply hedge accounting as defined by IAS 39.

Net result from financial assets at fair value through profit or loss(37) 
In addition to the revaluation changes for financial assets at fair value through profit or loss this item also includes the net interest income from the 

financial instruments at fair value through profit or loss.

in ‘000 EUR 2008 2007
Allowance for impairment on loans and advances to customers

Specific impairment 14,914 10,703

Allowance for individually insignificant impaired loans 50,127 22,302

Allowance for collectively assessed loans 36,283 26,434

Total allowance for impairment on loans and advances to customers 101,324 59,439
Allowance for impairment on other loans and advances 0 548

Allowance for impairment on loans and advances to banks 40 107

Total allowance on loans and advances 101,364 60,094

in ‘000 EUR
Fee and commission income 2008 2007
Payment transfers and transactions 24,392 19,993

Account maintenance fee 7,868 5,539

Letters of credit and guarantees 3,017 2,308

Debit / credit cards 8,395 6,500

Other fee and commission income 5,989 4,901

Total fee and commission income 49,661 39,240

Fee and commission expenses
Payment transfers and transactions 7,532 4,079

Account maintenance fee 2,457 2,565

Letters of credit and guarantees 402 111

Other fee and commission expenses 200 1,056

Total fee and commission expenses 10,591 7,811

Net fee and commission income 39,070 31,429

in ‘000 EUR
Result from foreign exchange transactions 2008 2007
Currency transactions 19,906 10,182

Revaluation general –2,326 –4,457

Revaluation of derivative financial instruments –4,250 2,533

Total 13,330 8,257

in ‘000 EUR 2008 2007
Gains and losses from fair value changes of financial assets at fair value through profit or loss –5,607 –262

Net interest income from financial assets at fair value through profit or loss 2,153 4,046

Total –3,454 3,783
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Of this total, a net result of EUR –3,759 thousand was generated by those financial assets and financial liabilities which are held for trading, while a net 

result of EUR 305 thousand is attributable to financial assets designated as at fair value through profit of loss upon initial recognition.

Gains and losses from available-for-sale financial assets(38) 
This item includes the gains or losses from disposal of available-for-sale financial assets as well as revaluation gains or losses.

Net other operating income(39) 

“Other operating income” includes as its main positions income from the decrease of liabilities from written put options on the equity of subsidiaries 

held by the holding company in the amount of EUR 3,531 thousand (see note (49)), from the amortisation of grants in the amount of EUR 3,457 thou-

sand, income from reimbursement of expenses advanced for others in the amount of EUR 2,742 thousand and income from the sale of repossessed prop-

erty in the amount of EUR 470 thousand. “Other operating expenses” includes as its main positions expenses for deposit insurance in the amount of EUR 

4,953 thousand, the goodwill impairment on the goodwill recognised in relation to the written put options on the equity of ProCredit Bank Ukraine and 

ProCredit Bank Armenia held by the holding company in the amount of EUR 2,989 thousand (see note (49)) and expenses advanced for others in the 

amount of EUR 2,115 thousand.

Personnel and other administrative expenses(40) 
Personnel expenses can be broken down as follows:

Social security contributions in 2008 include EUR 596 thousand (2007: EUR 654 thousand) as contributions to employees’ pension funds provided by 

third parties (defined contribution plans) and EUR 1,292 thousand (2007: EUR 812 thousand) for defined benefit plans. The contributions are expensed 

(see also note (25)).

“Administrative expenses” include the following items:

in '000 EUR 2008 2007
Gains and losses from disposal of available-for-sale financial assets 66 –360

Gains from revaluation of available-for-sale financial assets 0 746

Losses from impairment 0 113

Total 66 273

in '000 EUR 2008 2007
Other operating income 16,337 6,756

Other operating expenses 14,512 5,751

Total 1,825 1,005

in ‘000 EUR
Personnel expenses 2008 2007
Salary expenses 130,072 98,114

Social security expenses 32,667 25,208

Other personnel expenses 12,159 9,755

Total 174,898 133,077

in ‘000 EUR
Administrative expenses 2008 2007
Office rent 39,088 28,632

Communication and IT expenses 14,110 11,532

Transport 11,046 7,889

Office supplies 10,337 9,156

Security service 9,321 7,329

Marketing, advertising and entertainment 21,292 18,450

Construction, repairs and maintenance 9,117 8,008

Depreciation fixed and intangible assets incl. leasehold improvement 34,804 26,395

Other administrative expenses 45,561 40,157

Recruitment and other personnel-related expenses 309 456

Total 194,985 158,004



92 Consolidated Financial Statements

Income tax expenses(41) 
This item includes all taxes on income. Income tax expenses were as follows:

In calculating both current taxes on income and earnings and the deferred income tax the respective country-specific tax rates are applied. The average 

income tax rate decreased slightly from 18.1 % in 2007 to 17.6 % in 2008. For further details see note (52).

Segment reporting(42) 

The group divides its operations into segments solely according to geographical regions. It carries out its business activities in the three regions East-
ern Europe, Latin America and Africa. No business with external customers takes place within the segment “Germany”; for informational reasons it is 

presented separately. The segment “Germany” comprises the holding company; ProCredit AG i.Gr., Frankfurt, Germany; ProCredit Capital Funding LLC, 

Washington D.C., USA; ProCredit Capital Funding Trust, Washington D.C., USA; and ProCredit Academy, Fürth, Germany. The operating income for the 

parent company (interest and dividend income – dividend income falls under the item “other operating income”) is derived mainly within the group.

Since business activities in all countries are carried out with local customers, all items are allocated to the country in which the respective subsidiary is 

based. In all countries, the core business consists of lending to small and very small enterprises.

With the exception of the relationship between the parent company (Germany) and the individual subsidiaries, there are no significant income or 

expense items arising from business dealings between segments. All income and expense items between the segments are disclosed separately in the fol-

lowing table. These are primarily interest income and expenses derived from loans extended by the parent company to the subsidiaries. The interest rates 

are based on the actual market rates plus a margin according to the risk assessment of the individual country.

in '000 EUR 2008 2007
Current tax 14,581 14,962

Deferred tax –3,847 –1,021

Total 10,734 13,941

in ‘000 EUR
As at December 31, 2008

Total
assets

excl. taxes

Total
liabilities

excl. taxes
Credit

commitments
Operating

income
Capital

expenditure
Germany 907,571 601,179 3,388 40,918 874

Eastern Europe 3,698,162 3,346,619 303,831 296,524 45,052

Latin America 921,477 789,648 3,423 91,346 21,055

Africa 137,549 116,831 1,036 25,094 7,738

Consolidation –894,566 –464,747 0 –43,291 0

Total 4,770,193 4,389,529 311,678 410,591 74,720

As at December 31, 2007
Germany 535,711 301,651 3,566 26,313 2,383

Eastern Europe 3,375,573 3,088,149 227,185 250,859 44,380

Latin America 651,236 578,118 1,474 69,739 8,307

Africa 88,707 70,794 1 19,702 5,692

Consolidation –514,970 –232,953 0 –17,341 0

Total 4,136,257 3,805,759 232,226 349,271 60,762
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in ‘000 EUR
As at December 31, 2008 Germany

Eastern 
Europe

Latin 
America Africa Consolidation Group

Interest income 27,251 470,519 136,159 28,601 –31,897 630,633
of which: inter-segment interest income 26,181 4,791 388 537

Interest expenses 22,905 185,886 38,552 3,736 –28,092 222,988
of which: inter-segment interest expenses 1,405 22,104 5,088 144

Net interest income 4,346 284,632 97,607 24,864 –3,806 407,645
Allowance for impairment losses on loans and advances 0 35,759 9,819 2,312 0 47,891

of which: inter-segment allowance for impairment losses 0 0 0 0
Net interest income after allowances 4,346 248,873 87,788 22,552 –3,806 359,754
Fee and commission income 9,922 46,055 5,560 3,085 –14,960 49,661

of which: inter-segment fee income 9,922 2,079 2,932 27
Fee and commission expenses 130 10,805 1,308 722 2,375 10,591

of which: inter-segment fee expenses 0 2,310 33 32
Net fee and commission income 9,792 35,249 4,252 2,362 –12,586 39,070
Trading result 3,780 14,198 –4,069 –542 –37 13,330
Result from financial instruments at fair value through profit or loss –3,604 125 –135 160 0 –3,454
Gains and losses from available-for-sale financial assets 0 65 1 0 0 66

of which: inter-segment gains and losses from investment securities 0 0 0 0
Net other operating income 26,604 –1,986 3,509 561 –26,862 1,825

of which: inter-segment dividend income 26,088 0 0 0
Operating income 40,918 296,524 91,346 25,094 –43,291 410,591
Personnel expenses 8,117 120,321 36,752 9,708 0 174,898
Other administrative expenses 13,593 133,113 49,877 13,990 –15,589 194,985

of which: inter-segment gains and losses from investment securities 1,231 7,324 5,613 1,421
Operating expenses 21,711 253,434 86,629 23,698 –15,589 369,883
Operating result 19,207 43,090 4,717 1,396 –27,702 40,708
Income tax expenses 2,624 6,007 1,135 968 0 10,734
Profit for the year 16,583 37,083 3,582 428 –27,702 29,974
Profit attributable to minority interests 4,019 4,019
Profit attributable to shareholders 25,955

As at December 31, 2007
Interest income 21,568 374,247 104,168 22,590 –22,368 500,205

of which: inter-segment interest income 20,340 1,908 8 197
Interest expenses 12,452 139,403 29,605 2,322 –18,471 165,311

of which: inter-segment interest expenses 204 14,219 5,654 43
Net interest income 9,117 234,844 74,563 20,268 –3,897 334,894
Allowance for impairment losses on loans and advances 0 22,954 5,576 1,840 0 30,371

of which: inter-segment allowance for impairment losses 0 0 0 0
Net interest income after allowances 9,117 211,890 68,987 18,428 –3,898 304,523
Fee and commission income 5 37,411 1,549 2,039 –1,762 39,240

of which: inter-segment fee income 5 1,758 0 0
Fee and commission expenses 87 8,678 719 802 –2,475 7,811

of which: inter-segment fee expenses 0 2,234 155 86
Net fee and commission income –82 28,733 830 1,236 712 31,429
Trading result –592 8,880 –277 246 0 8,257
Result from financial instruments at fair value through profit or loss 0 2,866 220 0 697 3,783
Gains and losses from available-for-sale financial assets –104 –1 0 0 379 273

of which: inter-segment gains and losses from investment securities –104 0 0 0
Net other operating income 17,974 –1,508 –21 –208 –15,231 1,005

of which: inter-segment dividend income 16,845 0 0 0
Operating income 26,313 250,859 69,739 19,702 –17,341 349,271
Personnel expenses 10,242 90,069 26,098 6,667 0 133,077
Other administrative expenses 4,786 109,568 34,133 11,150 –1,632 158,004

of which: inter-segment gains and losses from investment securities 52 1,282 184 114
Operating expenses 15,028 199,637 60,231 17,817 –1,632 291,081
Operating result 11,285 51,222 9,508 1,884 –15,709 58,190
Income tax expenses 2,151 9,092 2,385 313 0 13,941
Profit for the year 9,134 42,129 7,123 1,571 –15,709 44,249
Profit attributable to minority interests 9,939 9,939
Profit attributable to shareholders 34,310



94 Consolidated Financial Statements

Notes to the Balance SheetD. 

Cash and cash equivalents(43) 
Cash and cash equivalents comprise the following items:

The following cash equivalents have been considered as cash for the cash flow statements:

in ‘000 EUR Germany Eastern Europe Latin America Africa Consolidation Group
Total assets (excl. Taxes)

At December 31, 2008 907,571 3,698,162 921,477 137,549 –894,566 4,770,193

At December 31, 2007 535,711 3,375,573 651,236 88,707 –514,970 4,136,257

Change in total assets in 2008 69.41 % 9.56 % 41.50 % 55.06 % 15.33 %

Loans and advances to customers
At December 31, 2008 0 2,645,373 679,459 55,072 0 3,379,904

At December 31, 2007 0 2,258,851 518,120 42,814 0 2,819,785

Change in loan portfolio in 2008 0.00 % 17.11 % 31.14 % 28.63 % 19.86 %

Total liabilities excl. taxes
At December 31, 2008 601,179 3,346,619 789,648 116,831 –464,747 4,389,529

At December 31, 2007 301,651 3,088,149 578,118 70,794 –232,954 3,805,758

Change in total liabilities in 2008 99.30 % 8.37 % 36.59 % 65.03 % 15.34 %

Equity
At December 31, 2008 306,789 356,324 132,982 20,794 –429,819 387,070

At December 31, 2007 235,425 289,204 72,612 17,972 –282,016 333,196

Change in equity in 2008 30.31 % 23.21 % 83.14 % 15.70 % 16.17 %

Capital expenditure
At December 31, 2008 874 45,052 21,055 7,738 0 74,720

At December 31, 2007 2,383 44,380 8,307 5,692 0 60,762

Change in capital expenditure in 2008 –63.32 % 1.52 % 153.46 % 35.95 % 22.97 %

Depreciation
At December 31, 2008 482 24,382 7,577 2,327 0 34,768

At December 31, 2007 270 19,447 4,511 1,411 0 25,639

Change in depreciation in 2008 78.49 % 25.38 % 67.95 % 64.94 % 35.60 %

in '000 EUR 2008 2007
Cash in hand 150,355 134,921

Balances at central banks excluding mandatory reserves 112,089 90,335

Treasury bills 13,060 76,851

Other money market instruments 14,964 11,905

Mandatory reserve deposits 432,052 456,474

Total cash 722,520 770,487

in ‘000 EUR 2008 2007
Loans and advances to banks with a maturity up to 3 months, which qualify as cash for the cash flow 402,483 245,607

Minimum reserve with central bank, which does not qualify as cash for the cash flow –228,558 –227,863

Cash and cash equivalents for cash flow statement 896,445 788,231
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Loans and advances to banks(44) 
Loans and advances to banks are as follows:

For details on allowance for impairment see note (48).

Financial assets and liabilities at fair value through profit or loss(45) 
The financial assets at fair value through profit or loss are divided into two subcategories:

–  Assets held for trading

  “Assets held for trading” consist solely of positive fair values arising from derivative financial instruments used for hedging, but not as hedging 

arrangements under the terms of hedge accounting as defined by IAS 39.

–  Financial instruments designated at fair value through profit or loss.

  The item “Financial assets designated at fair value through profit or loss” primarily includes government bonds and securities at fixed and variable 

rates of interest. The securities included in this item can be freely traded on the market at any time.

The item “Others” mainly consists of shares in enterprises situated in OECD countries and non–OECD countries.

Negative market values of derivatives fall under the balance sheet item “financial liabilities at fair value through profit or loss”. This item consists solely 

of the negative fair values of derivative hedging instruments, primarily currency swaps to USD.

in ‘000 EUR 2008 2007
Loans and advances to banks in OECD countries 307,455 202,713

Loans and advances to banks in non-OECD countries 131,930 71,893

Allowance for impairment 0 –160

Total 439,385 274,445

in '000 EUR 2008 2007
Trading assets 2,017 4,982

Total 2,017 4,982

Financial assets designated at fair value through profit or loss
Fixed interest rate securities (bank and corporate bonds) 14,423 6,856

Securities without fixed interest rates (bank and corporate bonds) 22,536 68,581

Others 0 31

Total 36,959 75,468
Total financial assets at fair value through profit or loss 38,976 80,450

in ‘000 EUR

Contractual /
notional amount

Fair value

As at December 31, 2008 Assets Liabilities
Positive fair value from derivatives with third parties
a) Foreign exchange derivatives

Swaps 51,915 2,009 546

Forwards 113,012 0 61

b) Interest rate derivatives

 Cross-currency interest rate swaps 43,205 0 780

OTC interest rate options 65,000 8 0

Total derivatives with third parties 273,132 2,017 1,387

in ‘000 EUR

Contractual /
notional amount

Fair value

As at December 31, 2007 Assets Liabilities
Positive fair value from derivatives with third parties
a) Foreign exchange derivatives

Swaps 77,151 4,468 –3

Forwards 10,081 62 0

b) Interest rate derivatives

 Cross-currency interest rate swaps 14,906 194 104

OTC interest rate options 65,813 258 0

Total derivatives with third parties 167,951 4,982 102



96 Consolidated Financial Statements

Available-for-sale financial assets(46) 
All securities which are not designated as financial assets at fair value through profit or loss are qualified as available-for-sale financial assets. This bal-

ance sheet item primarily includes securities with fixed interest rates, most of which are treasury bills.

The revaluation reserve for available-for-sale financial assets in equity shows the following changes:

The impairment of available-for-sale securities is due to market price changes.

Loans and advances to customers(47) 
Loans and advances to customers are as follows:

in ‘000 EUR
Available-for-sale financial assets 2008 2007
Fixed interest rate securities (bank and corporate bonds) 27,979 67,234

Securities without fixed interest rates (bank and corporate bonds) 15,129 8,785

Shares in companies situated in OECD countries 123 28

Shares in companies situated in non-OECD countries 202 166

Others 1,194 676

Total available-for-sale financial assets 44,627 76,889

in ‘000 EUR
Movements in revaluation reserve (afs) 2008 2007
As at January 1 –167 –84

Currency exchange difference –47 –30

Additions –365 1

Realisation 0 43

Impairment 0 –65

Reversal of allowance for impairment 0 0

Deferred taxes 19 –32

As at December 31 –560 –167

in ‘000 EUR

As at December 31, 2008 Gross amount
Allowance for 

impairment Net amount
Share of total 

portfolio

Number of 
outstanding 

loans
Share of

total number
Business loans 2,564,918 –75,467 2,489,450 75.9 % 628,678 59.7 %

loan size up to 10 KEUR  /  KUSD 787,308 –34,200 753,108 22.9 % 556,282 52.8 %
loan size 10 to 50 KEUR  /  KUSD 802,825 –9,139 793,686 24.2 % 61,936 5.9 %
loan size 50 to 150 KEUR  /  KUSD 450,271 –21,792 428,479 13.1 % 8,258 0.8 %
loan size more than 150 KEUR  /  KUSD 524,513 –10,336 514,177 15.7 % 2,202 0.2 %

Agricultural loans 382,065 –11,812 370,252 11.3 % 189,570 18.0 %
loan size up to 10 KEUR  /  KUSD 248,619 –8,743 239,876 7.3 % 181,019 17.2 %
loan size 10 to 50 KEUR  /  KUSD 105,524 –360 105,165 3.2 % 8,126 0.8 %
loan size 50 to 150 KEUR  /  KUSD 21,014 –2,535 18,480 0.6 % 381 0.0 %
loan size more than 150 KEUR  /  KUSD 6,907 –175 6,732 0.2 % 44 0.0 %

Housing improvement loans 248,894 –7,097 241,797 7.4 % 115,635 11.0 %
loan size up to 10 KEUR  /  KUSD 163,995 –4,987 159,009 4.8 % 108,655 10.3 %
loan size 10 to 50 KEUR  /  KUSD 71,869 –167 71,702 2.2 % 6,766 0.6 %
loan size 50 to 150 KEUR  /  KUSD 11,244 –1,931 9,313 0.3 % 201 0.0 %
loan size more than 150 KEUR  /  KUSD 1,786 –13 1,773 0.1 % 13 0.0 %

Consumer loans* 61,434 –650 60,784 1.9 % 74,939 7.1 %
loan size up to 10 KEUR  /  KUSD 51,365 –236 51,129 1.6 % 74,243 7.0 %
loan size 10 to 50 KEUR  /  KUSD 7,215 –67 7,148 0.2 % 651 0.1 %
loan size 50 to 150 KEUR  /  KUSD 2,294 –322 1,972 0.1 % 42 0.0 %
loan size more than 150 KEUR  /  KUSD 560 –25 536 0.0 % 3 0.0 %

Other loans 62,330 –1,918 60,411 1.8 % 39,384 3.7 %
loan size up to 10 KEUR  /  KUSD 28,669 –1,669 27,000 0.8 % 37,997 3.6 %
loan size 10 to 50 KEUR  /  KUSD 22,074 –58 22,016 0.7 % 1,215 0.1 %
loan size 50 to 150 KEUR  /  KUSD 9,494 –186 9,308 0.3 % 161 0.0 %
loan size more than 150 KEUR  /  KUSD 2,092 –6 2,087 0.1 % 11 0.0 %

Finance leases 60,265 –1,216 59,049 1.8 % 4,916 0.5 %
loan size up to 10 KEUR  /  KUSD 10,621 –411 10,210 0.3 % 2,643 0.3 %
loan size 10 to 50 KEUR / KUSD 29,866 –132 29,734 0.9 % 1,951 0.2 %
loan size 50 to 150 KEUR / KUSD 15,681 –652 15,029 0.5 % 300 0.0 %
loan size more than 150 KEUR / KUSD 4,096 –21 4,075 0.1 % 22 0.0 %

Total 3,379,904 –98,161 3,281,744 100.0 % 1,053,122 100.0 %

*consumer loans also include overdrafts to private individuals
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Allowances for losses on loans and advances(48) 
Allowance for impairment losses on loans and advances cover the risks which arise from the category “loans and receivables” (see also note (14) and 

note (63)). In addition to the allowance for specific impairment losses for receivables for which there is objective evidence of impairment, lump-sum 

specific provisions and a general allowance were formed to cover impairment loss relating to the customer loan portfolio as a whole:

The following table shows the development of allowances for impairment losses for loans and advances to customers over time:

in ‘000 EUR

As at December 31, 2007 Gross amount
Allowance for 

impairment Net amount
Share of total 

portfolio

Number of 
outstanding 

loans
Share of

total number
Business loans 2,158,668 –57,452 2,101,216 76.6 % 579,754 62.6 %

loan size up to 10 KEUR / KUSD 746,056 –25,468 720,588 26.3 % 521,026 56.3 %
loan size 10 to 50 KEUR / KUSD 672,899 –6,265 666,634 24.3 % 50,208 5.4 %
loan size 50 to 150 KEUR / KUSD 360,316 –15,589 344,727 12.6 % 6,676 0.7 %
loan size more than 150 KEUR / KUSD 379,397 –10,130 369,267 13.5 % 1,844 0.2 %

Agricultural loans 319,495 –9,121 310,374 11.3 % 165,828 17.9 %
loan size up to 10 KEUR / KUSD 226,925 –6,927 219,998 8.0 % 159,692 17.2 %
loan size 10 to 50 KEUR / KUSD 76,414 –350 76,064 2.8 % 5,911 0.6 %
loan size 50 to 150 KEUR / KUSD 11,758 –1,781 9,976 0.4 % 202 0.0 %
loan size more than 150 KEUR / KUSD 4,398 –63 4,335 0.2 % 23 0.0 %

Housing improvement loans 214,105 –5,485 208,620 7.6 % 98,936 10.7 %
loan size up to 10 KEUR / KUSD 138,843 –3,972 134,871 4.9 % 92,766 10.0 %
loan size 10 to 50 KEUR / KUSD 61,842 –158 61,684 2.2 % 5,604 0.6 %
loan size 50 to 150 KEUR / KUSD 10,415 –1,315 9,099 0.3 % 541 0.1 %
loan size more than 150 KEUR / KUSD 3,006 –39 2,966 0.1 % 25 0.0 %

Consumer loans* 61,716 –320 61,397 2.2 % 56,846 6.1 %
loan size up to 10 KEUR / KUSD 54,008 –100 53,908 2.0 % 56,338 6.1 %
loan size 10 to 50 KEUR / KUSD 5,972 –28 5,944 0.2 % 479 0.1 %
loan size 50 to 150 KEUR / KUSD 1,363 –192 1,171 0.0 % 26 0.0 %
loan size more than 150 KEUR / KUSD 373 0 373 0.0 % 3 0.0 %

Other loans 43,259 –2,109 41,150 1.5 % 22,991 2.5 %
loan size up to 10 KEUR / KUSD 21,148 –1,933 19,215 0.7 % 21,830 2.4 %
loan size 10 to 50 KEUR / KUSD 16,215 –24 16,191 0.6 % 1,068 0.1 %
loan size 50 to 150 KEUR / KUSD 3,935 –134 3,801 0.1 % 82 0.0 %
loan size more than 150 KEUR / KUSD 1,961 –17 1,944 0.1 % 11 0.0 %

Finance leases 22,541 –1,105 21,436 0.8 % 1,734 0.2 %
loan size up to 10 KEUR / KUSD 2,469 –422 2,046 0.1 % 691 0.1 %
loan size 10 to 50 KEUR / KUSD 12,238 –156 12,082 0.4 % 900 0.1 %
loan size 50 to 150 KEUR / KUSD 5,842 –496 5,347 0.2 % 129 0.0 %
loan size more than 150 KEUR / KUSD 1,992 –31 1,961 0.1 % 14 0.0 %

Total 2,819,785 –75,591 2,744,193 100.0 % 926,089 100.0 %

*consumer loans also include overdrafts to private individuals

in ‘000 EUR
Allowance for impairment on loans and advances to customers 2008 2007
Specific impairment 15,779 12,560

 Allowance for individually insignificant impaired loans 44,475 26,633

Allowance for collectively assessed loans 37,907 36,398

Total 98,161 75,591

in '000 EUR 2008 2007
As at January 1 75,591 59,311

Additions 101,324 59,439

Used 26,466 13,163

Releases 47,463 25,605

Effect of interest –13 –18

Exchange rate adjustments –4,813 –4,372

As at December 31 98,161 75,591
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Allowances for losses on loans and advances to banks are made on an individual basis. The following table shows the development of allowances for 

impairment losses for loans and advances to banks:

Intangible assets(49) 
In 2008 impairment testing indicated a goodwill impairment of the goodwill resulting from the purchase of a share in PCB Ukraine from EBRD by the 

Holding in the amount of EUR 1,569 thousand and a goodwill impairment of EUR 1,420 thousand resulting from the difference between the initial rec-

ognition of two puttable options held by KfW and EBRD in a share in PCB Armenia and the measurement of these puttable options as of the balance 

sheet date. There was no evidence of impairment of any other goodwill item reported under the category “intangible assets”. Further shares in subsidiar-

ies were acquired in the course of 2008. In addition, the parent company of the group participated in capital increases of the subsidiaries.

The development of the intangible assets is shown in the following table:

*all additions were acquired separately

Besides the goodwill impairment, the change in goodwill resulted from the update of value reported in the balance sheet for the put / call agreement 

with the European Bank for Reconstruction and Development (EBRD) and WNISEF, and from the first-time recognition of the 2008 put agreement with 

the Inter-American Development Bank (IDB).

in ‘000 EUR 2008 2007
As at January 1 160 196

Additions 40 107

Used 0 –13

Releases 194 125

Exchange rate adjustments –6 –4

As at December 31 0 160

in ‘000 EUR
Goodwill 2008 2007
Net book value as at January 1 22,656 10,428

Additions* 2,716 3,133

Disposal 0 0

Disposal from sale of subsidiary 0 0

Accumulated depreciation 0 0

Effect of put / call and put options –1,566 9,095

Impairment loss –2,989 0

Exchange rate adjustments 0 0

Net book value as at December 31 20,817 22,656

Software
Net book value as at January 1 5,343 4,315

Transfers 1,760 122

Additions* 6,608 3,314

Disposal 232 167

Accumulated depreciation 4,009 2,079

Exchange rate adjustments –343 –163

Net book value as at December 31 9,126 5,343

Other intangible assets
Net book value as at January 1 2,359 1,721

Transfers –1,705 0

Additions* 433 1,328

Disposal 148 0

Accumulated depreciation 168 642

Exchange rate adjustments 62 –48

Net book value as at December 31 833 2,359

Total net book value of intangible assets at December 31 30,775 30,358
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Put / call agreements with EBRD
In 2005, ProCredit Holding AG concluded agreements with the EBRD entitling ProCredit Holding AG to acquire the shares held by the EBRD in subsid-

iaries in different countries which have already been fully consolidated (call options), and entitling the EBRD to offer to sell these shares to ProCredit 

 Holding AG (put options). It could be assumed that, as a result of these agreements, both the risks and the rewards of the respective minority interests 

had been transferred to ProCredit Holding AG. This assumption is confirmed by the fact that most of the call options have already been exercised on the 

projected terms and conditions.

Accordingly, a liability of EUR 13 million (in 2007: EUR 36 million), representing the amount of the present value of the estimated strike price was 

recorded.

The calculation of the anticipated strike price is based on the anticipated value of the net assets of the specific subsidiaries in question as of the con-

tractually stipulated date of the acquisition, with this value being derived from the business plans of the subsidiaries. The estimated strike price is deter-

mined by multiplying the estimated value of the net assets by the agreed multiplier. The present value is obtained by discounting at an interest rate of 

6.85 % (in 2007: 6.85 %), which is appropriate to the level of risk involved. The recognised financial liability replaced the minority interest of the EBRD. 

Differences are recognised as goodwill using the so-called modified parent company model. Given that these acquisitions are not acquisitions of compa-

nies as defined by IFRS 3, the fair value of the additional assets, liabilities and contingent liabilities which are acquired on a pro rata basis has not been 

determined.

Due to the variable purchase prices agreed in the framework of the put / call options and the exercise of options, there was a change of EUR 23.2 million 

in the financial liability and of EUR 4.8 million in goodwill as of December 31, 2008. The update of the value reported in the balance sheet for the liabil-

ity was performed analogously to that prescribed by the accounting principle which was applied when the initial consolidation was carried out.

Put agreements with EBRD, IDB and KfW
The recognition of the put agreements concluded with EBRD, IDB and KfW in 2007 and 2008 led to the recognition of a liability in the amount of the 

projected redeemable amount (2008: EUR 11.4 million, 2007: EUR 8.6 million) due to the put holders, replacing the respective minority interests (2008: 

EUR 8.2 million, 2007: EUR 5.1 million). The valuation of the liability was performed on a discounted cash flow basis or based on projected net assets at 

the assumed time of exercising the put according to current business plans, depending on the put price agreement. Following the parent company’s pol-

icy choice for consolidation of subsidiaries, differences were recognised as goodwill (2008: EUR 4.3 million, 2007: EUR 3.5 million).

Put agreement with WNISEF
The put held by WNISEF in ProCredit Bank, Ukraine, led to a goodwill of EUR 2.3 million (2007: EUR 2.9 million) and a related liability of EUR 5.5 million 

(2007: EUR 7.5 million), replacing a minority interest of EUR 3.2 million (2007: EUR 4.6 million).

Summing up, all described put and put / call agreements resulted in a liability in the amount of EUR 29.7 million as of December 31, 2008 (2007: 

EUR 52.1 million). It is offset by a reduction in the reserve for shares held by other shareholders by EUR 19.6 million (2007: EUR 37.9 million), and an 

increase in goodwill in the amount of EUR 9.6 million (2007: EUR 14.2 million).
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Property, plant and equipment(50) 
The development of property, plant and equipment was as follows:

There are no assets related to finance leases.

Borrowing costs were directly recognised as expenses.

Leasing(51) 
Finance lease receivables

The finance lease receivables stem from the leasing companies in Bulgaria and Serbia, which are mainly engaged in the leasing of equipment to small 

and medium enterprises. The leasing companies are wholly-owned subsidiaries of the respective local ProCredit institutions.

Operating lease commitments

in ‘000 EUR
As at December 31, 2007

Land & 
 buildings

Leasehold 
improvements

Assets under 
construction

Furnitures and 
fixtures

IT- and other 
equipment Total

Net book value at January 1, 2007 27,373 11,639 7,836 10,859 33,714 91,422

Transfers 645 3,402 –9,372 706 4,497 –122

Additions 5,275 5,539 23,097 6,693 23,129 63,733

Disposals 34 389 88 708 1,168 2,388

Total acquisition costs 35,224 25,866 21,040 26,997 92,850 201,977
Depreciation 887 3,505 0 4,004 15,190 23,586

Accumulated depreciation 2,759 9,389 1 13,712 47,999 73,860
Exchange rate adjustments current year –1,795 –328 –256 –473 –983 –3,835

Total exchange rate adjustments –1,889 –118 178 –211 –806 –2,847
Net book value as at December 31, 2007 30,576 16,359 21,217 13,074 44,000 125,225

As at December 31, 2008
Net book value at January 1, 2008 30,576 16,359 21,217 13,074 44,000 125,225

Transfers 13,775 3,234 –20,777 130 3,582 –55

Additions 18,022 12,658 18,579 7,388 29,308 85,956

Disposals 1,700 1,356 139 342 1,176 4,713

Total acquisition costs 65,322 40,401 18,703 34,173 124,565 283,164
Depreciation 1,237 5,120 183 4,617 19,649 30,806

Accumulated depreciation 3,996 14,508 184 18,329 67,648 104,666
Exchange rate adjustments current year –929 –604 –2,271 –576 –1,015 –5,395

Total exchange rate adjustments –2,818 –723 –2,093 –787 –1,866 –8,287
Net book value at December 31, 2008 58,507 25,170 16,426 15,057 55,050 170,211

in ‘000 EUR 2008 2007

Gross
investment

Unearned
finance 
income

Net
investment

Gross
investment

Unearned
finance 
income

Net
investment

Finance lease receivables
no later than one year 26,159 5,034 21,125 18,788 3,949 14,839

later than one year and no later than five years 44,120 5,368 38,752 34,477 4,548 29,929

later than five years 592 63 529 546 42 503

Total 70,871 10,466 60,405 53,811 8,540 45,271

in ‘000 EUR 2008 2007
Unguaranteed residual value to the benefit of the lessor 0 0

Allowance for uncollectable leasing receivables -318 -296

Contingent rents recognised as income in the period 0 0

in ‘000 EUR 2008 2007
Operating lease commitments

no later than one year 17,886 11,935

later than one year and no later than five years 55,546 39,148

later than five years 61,406 22,416

Total 134,839 73,499
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Operating lease commitments result from non-cancellable rental agreements for properties; the amounts in the above table are calculated based on 

current rental agreements. The total amount of expenses recognised in connection with such leases in 2008 is EUR 31,944 thousand (2007: EUR 23,694 

thousand).

The group has no finance lease commitments or operating lease receivables.

Income taxes(52) 
Deferred income taxes are calculated in full, under the liability method, on temporary differences arising between the tax base of assets and liabilities 

and their carrying amounts, using the applicable tax rates as stipulated by the tax legislation of the respective countries.

The table below shows the changes in deferred income taxes and the underlying business transactions:

The two tables below provide information about the underlying business transactions for deferred income tax assets and liabilities:

The two following tables show the business activities to which the profit and loss from deferred taxes is related:

in ‘000 EUR
Deferred taxes 2008 2007
At January 1 5,389 4,634

Available-for-sale securities:

fair value remeasurement 27 12

transfer to net profit 0 –68

Charges to income statement 3,847 1,089

Exchange rate adjustments –1,458 –278

Total 7,805 5,389

in ‘000 EUR
Deferred tax assets 2008 2007
Accelerated tax depreciation 573 519

Provisions for loan impairments 1,490 1,383

Other provisions 683 620

Derivatives 0 0

Tax loss carried forward 2,961 776

Temp. differences, Equity reserve afs 14 12

Other temporary differences 4,811 3,997

Total 10,532 7,307

in ‘000 EUR
Deferred tax liabilities 2008 2007
Accelerated tax depreciation 327 105

Provisions for loan impairments 1,393 1,537

Derivatives 3 1

Temp. differences, Equity reserve afs 0 0

Other temporary differences 1,004 274

Total 2,727 1,918

in ‘000 EUR
Deferred tax charges 2008 2007
Accelerated tax depreciation 101 210

Provisions 1,005 328

Derivatives 0 156

Tax loss carried forward 1 168

Other temporary differences 1,319 162

Total 2,427 1,025
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The transition of taxes between the consolidated financial statements according to IFRS and local financial statements is shown in the following table:

For a total of EUR 9,726 thousand of unused tax losses a deferred tax asset was not recognised.

Other assets(53) 
Other assets are as follows:

Repossessed properties as shown in the above table are carried at fair value less cost to sell. There were expenses for impairment of EUR 386 thousand 

and reversals of impairment on repossessed properties amounting to EUR 529 thousand in 2008.

Liabilities to banks(54) 
The liabilities to banks consist primarily of short-term loans obtained on the interbank market.

in ‘000 EUR
Deferred tax income 2008 2007
Accelerated tax depreciation 275 77

Provisions 788 199

Derivatives 0 43

Tax loss carried forward 2,924 333

Other temporary differences 2,286 1,395

Total 6,274 2,046

in ‘000 EUR 2008 2007
Profit / (loss) before tax 40,708 58,190

Tax expected 7,174 10,531

Tax effects of items which are not deductable:

non-taxable income –10,422 –2,104

non-taxable expenses 8,331 2,551

tax effect on consolidation 5,651 2,963

other tax effects 0 0

Income tax expense for the year according to IFRS 10,734 13,941

Exchange rate differences 1,432 266

Changes in deferred tax assets 3,225 751

Changes in deferred tax liabilities –810 4

Current taxes 14,581 14,962

in ‘000 EUR 2008 2007
Accounts receivable 10,578 6,138

Pre-payments 16,015 15,541

Repossessed properties 2,632 1,781

Deferred income 3,722 2,639

Claims on insurances policies 1,173 560

Claims from customs and taxes 614 689

Guarantees 361 669

Other inventory items 1,161 583

Others 5,700 5,609

Total 41,956 34,209

in '000 EUR 2008 2007
Liabilities to banks in OECD countries 144,734 177,256

Liabilities to banks in non-OECD countries 179,478 145,732

Total 324,212 322,989
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Liabilities to customers(55) 
Liabilities to customers consist of deposits due on demand, savings deposits and term deposits. The following table shows a breakdown by customer 

groups:

The category “corporates” includes liabilities to non-governmental organisations (NGOs) and public-sector institutions.

Liabilities to international financial institutions(56) 
Liabilities to international financial institutions are an important source of financing for the group. Medium- to long-term loans from international 

financial institutions are reported under this item.

The following table gives a detailed breakdown for this item.

As of the balance sheet date, PCB Ukraine was in breach of financial covenants regarding liabilities to international financial institutions amounting to 

EUR 102,775 thousand, which formally made the respective loans repayable on demand. As of the balance sheet date, the bank had not obtained formal 

waivers for those breaches of covenants; however, none of the lenders intends to request accelerated repayment.

in ‘000 EUR 2008 2007
Current accounts 529,265 514,894

private individuals 222,268 209,333

corporates 306,997 305,560

Saving accounts 393,394 328,354
private individuals 375,161 311,345

corporates 18,233 17,009

Term deposit accounts 1,759,738 1,556,167
private individuals 1,209,841 1,063,092

corporates 549,897 493,075

Other liabilities to customers 73,367 89,577
Total 2,755,764 2,488,992

in ‘000 EUR
Liabilities with fixed interest rates Due 20072008

up to 1 year 91,596 32,237

up to 2 years 20,665 26,159

up to 3 years 52,134 22,723

up to 4 years 18,142 28,767

more than 4 years 84,531 45,673

Total liabilities with fixed interest rates 267,067 155,559

Liabilities with variable interest rates
up to 1 year 33,599 22,931

up to 2 years 27,195 61,117

up to 3 years 138,488 28,959

up to 4 years 67,172 105,313

later than 4 years 281,123 108,325

Total liabilities with variable interest rates 547,577 326,645

Liabilities from put / calls options
up to 1 year 18,235 40,529

up to 2 years 0 2,933

later than 2 years 11,426 8,633

Total liabilities from puttable minority interests 29,661 52,094
Total 844,305 534,298
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Debt securities(57) 

In addition to the bonds which ProCredit Holding AG issued in 2005 with maturities of seven years and 10 years and in 2006 and 2007 with maturities 

of five years, four more bonds with a maturity of five years were issued in 2008; the coupons of all bonds range between 4.1 % and 7.4 % p.a. All issued 

bonds are traded on the unregulated market (“Freiverkehr”), which is not subject to EU guidelines. Thus, the company is not capital market-oriented in 

the sense of the German Commercial Code (HGB).

The bond which ProCredit Bank AD, Bulgaria, issued in 2005 was fully paid back during the year.

CJSC ProCredit Bank, Ukraine, has one bond outstanding, issued in 2006 with a maturity of four years. One other bond, issued in 2005, was fully paid 

back in 2008.

ProCredit Bank, Romania, issued a bond with a maturity of 35 months in 2006.

Banco ProCredit, Ecuador, paid back all its outstanding bonds during the year.

Banco ProCredit, El Salvador, issued bonds for the first time in 2007. These five bonds have maturities ranging from five to 10 years and an average cou-

pon of 6.4 %. The bank issued one more bond in 2008 with a maturity of 8 years.

ProCredit Bank, Macedonia, issued a bond for the first time in 2007, too. It is denominated in MKD and has a maturity of five years.

In 2007, ProCredit Bank, Serbia, issued a bond for the first time with a maturity of five years.

Other liabilities(58) 

“Others” includes, among other things, deliveries and services not yet invoiced.

The amount of the donations and grants for investments is comprised mainly of the liability, which – through amortisation – covers the costs of depreci-

ation of the fixed assets obtained with these funds (2008: EUR 382 thousand, 2007: EUR 201 thousand). The remaining amount consists of unused funds 

to cover various costs (2008: EUR 1,871 thousand, 2007: EUR 1,996 thousand).

in ‘000 EUR Average  interest
rate

Volume

Institution Currency 2008 2007 2008 2007
ProCredit Holding AG EUR 6.14 % 5.05 % 183,708 164,577

ProCredit A.D., Bulgaria BGN - 4.44 %  - 10,441

Banco ProCredit S.A., Ecuador USD - 7.72 %  - 9,724

Banco ProCredit, El Salvador USD 5.65 % 6.40 % 17,903 15,210

ProCredit Bank A.D., Macedonia MKD 6.16 % 8.40 % 4,867 4,892

ProCredit Bank, Romania RON 8.50 % 8.50 % 10,331 11,445

ProCredit Bank A.D., Serbia EUR 6.00 % 6.00 % 98,474 128,282

C.J.S.C. ProCredit Bank, Ukraine UAH 17.97 % 12.97 % 4,879 31,218

Total 320,162 375,788

in '000 EUR 2008 2007
Deferred income 2,170 2,494

Liabilities for goods and services 9,763 16,176

Liabilities to employees 2,622 2,226

Liabilities from social insurance contributions 1,430 1,312

Donations, grants for investments 2,253 2,197

Non-income tax liabilities 4,297 5,030

Others 4,540 2,445

Total 27,075 31,880
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Provisions(59) 

The provisions consist mainly of provisions for vacation not taken (2008: EUR 1,973 thousand, 2007: EUR 2,008 thousand), post-employment provisions 

(2008: EUR 2,871 thousand, 2007: EUR 2,087 thousand), and provisions for off-balance sheet items, e. g. guarantees (2008: 1,660 thousand, 2007: EUR 

868 thousand). For the provisions for untaken vacation and for off-balance sheet items the outflow of economic benefits is expected during the next 

one or two years.

In Bolivia, Bosnia and Herzegovina, Ecuador, Nicaragua and Serbia local regulations require benefits to be paid when employment relationships come 

to an end (defined benefit plans). The reasons for ending employment relationships can be termination by contract, retirement or death. Their value is 

determined in accordance with IAS 19, and is calculated using actuarial mathematical methods (see note (23)). The obligation to make these payments 

exists solely because of local requirements; apart from these obligations, there are no retirement plans nor any other benefits after the termination of 

contracts, and therefore no pension provisions had to be set aside and no plan assets had to be taken into account (see note (25)).

The provisions are discounted using the following rates as the determined by the local actuary:

Bolivia 8.0 %

Bosnia and Herzegovina 6.0 %

Ecuador 6.5 %

Nicaragua 6.0 %

Serbia 10.0 %

The rates used are the interest rates on long-term treasury bills in these countries.

The actuarial assumptions included the following rates of salary increase:

Bolivia 6.9 %

Bosnia and Herzegovina 6.0 %

Ecuador 6.5 %

Nicaragua 6.0 %

Serbia 10.0 %

Included in the amount of provisions are provisions for post-employment benefits. The following tables provide information about the development of 

these provisions:

in '000 EUR 2008 2007
At January 1 9,012 5,746

Exchange rate adjustments –286 –336

Additions 6,552 7,023

Used 573 605

Releases 4,421 2,819

Unwinding 7 3

At December 31 10,292 9,012

in '000 EUR 2008 2007
At January 1 2,087 1,551

Additions 946 768

Used 144 98

Releases 47 0

Exchange rate differences 28 –134

At December 31 2,871 2,087
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The total benefits paid in 2008 with regard to defined benefit obligations were EUR 520 thousand (2007: EUR 98 thousand).

The cost account in the income statement for post-employment benefit provisions comprises the following individual items:

Subordinated debt(60) 
The subordinated debt can be broken down as follows:

Creditors’ claims to repayment of these liabilities are subordinated to the claims of other creditors. There is no obligation to repay early. In the case of 

liquidation or insolvency, they will only be paid after the claims of all non-subordinated creditors have first been satisfied.

Hybrid capital(61) 
In 2008, the holding company issued hybrid capital in the form of Trust Preferred Securities (TPS) in the amount of EUR 60 million. An amount of EUR 

40 million was successfully placed with international investors. The remaining amount of EUR 20 million was purchased by ProCredit Holding AG for 

the purpose of placing it with investors during 2009. The balance sheet value as of year-end 2008 consists of a principal amount of EUR 40 million and 

accrued interest of EUR 148 thousand outstanding to third parties.

in '000 EUR Jan. 1, 2008 Additions Amounts used
Amounts 
released

Exchange rate 
differences Dec. 31, 2008

Defined benefit obligation

for termination of contracts 1,919 400 144 0 23 2,198

for pensions / retirement 115 517 0 47 2 587

Actuarial gains 96 0 0 0 –85 11

Actuarial losses –43 30 0 0 88 75

Total 2,087 946 144 47 28 2,871

in '000 EUR Jan. 1, 2007 Additions Amounts used
Amounts 
released

Exchange rate 
differences Dec. 31, 2007

Defined benefit obligation

for termination of contracts 1,471 653 80 0 –125 1,919

for pensions / retirement 21 115 19 0 –2 115

Actuarial gains 108 0 0 0 –11 97

Actuarial losses –48 0 0 0 5 –43

Total 1,551 768 98 0 –134 2,087

in '000 EUR 2008 2007
Current service cost 913 768

Interest cost 7 0

Actuarial gains and losses 29 0

Past service cost –4 0

Curtailments 0 0

Settlements 0 0

Exchange rate differences –31 44

Total 915 812

in ‘000 EUR

Institution Received from Due 2008 2007
Banco ProCredit S.A., Ecuador IDB, Washington, USA 2009 218 624

Banco ProCredit S.A., El Salvador IFC, Washington, USA 2012 3,642 3,481

JSC ProCredit Bank, Georgia KfW, Frankfurt, Germany 2012 1,348 1,182

JSC ProCredit Bank, Georgia FMO, The Hague, Netherlands 2018 7,108 0

ProCredit Bank, Kosovo EFSE, Luxembourg 2010 2,331 2,291

ProCredit Bank, Kosovo EFSE, Luxembourg 2014 4,966 4,962

ProCredit S.A., Moldova IFC, Washington, USA; EBRD, London, U.K. 2008 0 1,239

ProCredit Bank A.D., Serbia EFSE, Luxembourg 2012 15,179 15,220

ProCredit Bank A.D., Serbia EFSE, Luxembourg 2013 12,070 0

ProCredit Holding AG, Germany Bill & Melinda Gates Foundation, Seattle, USA 2016 14,370 13,698

ProCredit Holding AG, Germany BIO, Bruxelles, Belgium 2016 4,952 0

As at December 31 66,184 42,698
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Equity capital(62) 
As at December 31, 2008 (compared to 2007), the shareholder structure was as follows:

The par value per voting share and per non-voting share is EUR 5.00 (see details below).

At ProCredit Holding’s Shareholders’ Meeting held on February 19, 2008 the shareholders resolved to convert 6,999,762 ordinary shares into preference 

shares without voting rights: 2,513,784 ordinary shares held by IFC, 1,292,242 ordinary shares held by FMO, 2,303,288 ordinary shares held by BIO, and 

890,448 ordinary shares held by FUNDASAL were changed into preference shares without voting rights. As a result of this decision, BIO and FUNDASAL 

no longer held any voting-shares.

At PCH’s Shareholders’ Meeting held on May 30, 2008, the shareholders resolved to increase the share capital of the company to a total of EUR 

193,914,600 by the issuance of 870,000 newly registered ordinary voting shares. The capital increase was to be carried out through cash contributions in 

the amount of EUR 4,350,000 by and in favour of IPC GmbH, Frankfurt.

In addition, a capital increase from approved capital in the amount of EUR 1,050,000 was carried out by the issuance of 210,000 voting shares to 

be acquired through cash contribution by and in favour of IPC Invest GmbH & Co KG, raising ProCredit Holding’s capital to a total amount of EUR 

194,964,600. Thus, the remaining amount of approved capital is EUR 6,000,000, which is to be created by the inpayment of cash contributions in up to 

four tranches, each with an amount of up to EUR 1,500,000, during the period from 2009 until 2012.

The capital increase was entered in the Commercial Register with effect from June 30, 2008.

At PCH’s Shareholders’ Meeting held on December 11, 2008, the shareholders resolved to convert 6,999,762 preference shares back into ordinary shares. 

2,513,784 preference shares held by IFC, 1,292,242 preference shares held by FMO, 2,303,288, preference shares held by BIO and 890,448 preference 

shares held by FUNDASAL were changed into ordinary shares with voting rights.

In addition, a capital increase in the amount of EUR 17,002,200 was carried out by the issuance of 2,917,653 newly registered ordinary shares and 

482,787 newly registered preference shares, raising ProCredit Holding’s capital to EUR 211,966,800. The newly issued ordinary shares were purchased by 

December 31, 2008 December 31, 2007
Shareholder Size of

stake in  %
Number

of shares
Amount

EUR
Size of

stake in %
Number

of shares
Amount

EUR

IPC - Internationale Projekt Consult GmbH, Frankfurt / M. 21.55 % 7,837,681 39,188,405 19.58 % 6,339,008 31,695,040

IPC Invest GmbH & Co. KG, Frankfurt / M. 5.40 % 1,962,880 9,814,400 5.41 % 1,752,880 8,764,400

DOEN, Amsterdam, The Netherlands 16.20 % 5,891,146 29,455,730 16.74 % 5,418,608 27,093,040

IFC - International Finance Corporation, Washington, D.C., USA 12.52 % 4,555,004 22,775,020 12.94 % 4,189,640 20,948,200

FMO, Financierings-Maatschappij voor Ontwikkelingslanden 
N.V., The Hague, The Netherlands

6.44 % 2,341,556 11,707,780 6.65 % 2,153,736 10,768,680

BIO, Belgische Investingsmaatschappij voor Ontwikkelingslan-
den, Brussels, Belgium

6.88 % 2,504,150 12,520,750 7.11 % 2,303,288 11,516,440

KfW, Frankfurt / M. 16.56 % 6,022,646 30,113,230 17.11 % 5,539,560 27,697,800

FUNDASAL, Fundacion Salvadorenã de Desarrollo y Vivienda 
Minima, El Salvador

2.45 % 890,448 4,452,240 2.75 % 890,448 4,452,240

responsAbility Global Microfinance Fund (GMF), Luxembourg 1.24 % 452,278 2,261,390 2.57 % 832,000 4,160,000

responsAbility Microfinance Leaders (SICAV), Luxembourg 1.24 % 452,278 2,261,390 0.00 % 0 0

Teachers Insurance and Annuity Association (TIAA), New York, 
N.Y., USA

3.38 % 1,228,029 6,140,145 2.81 % 908,960 4,544,800

Omidyar-Tufts Microfinance Fund Tufts University Investment 
Office, Boston, MA, USA

1.99 % 722,349 3,611,745 1.65 % 534,664 2,673,320

IPC Invest 2 GmbH & Co. KG, Frankfurt / M. 4.16 % 1,514,000 7,570,000 4.68 % 1,514,000 7,570,000

Voting Capital 181,872,225 161,883,960
responsAbility Global Microfinance Fund (GMF), Luxembourg 542,168 2,710,840 872,040 4,360,200

responsAbility Microfinance Leaders (SICAV), Luxembourg 405,920 2,029,600 0 0

Teachers Insurance and Annuity Association (TIAA), New York, 
N.Y., USA

3,192,743 15,963,715 2,936,648 14,683,240

Omidyar-Tufts Microfinance Fund Tufts University Investment 
Office, Boston, MA, USA

1,878,084 9,390,420 1,727,440 8,637,200

Non-Voting Capital 30,094,575 27,680,640
Total 100 % 42,393,360 211,966,800 100 % 37,912,920 189,564,600
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IPC GmbH (628,673 ordinary shares), KfW (483,086 ordinary shares), DOEN (472,538 ordinary shares), IFC (365,364 ordinary shares), TIAA (319,069 ordi-

nary shares), BIO (200,862 ordinary shares), FMO (187,820 ordinary shares), Omidyar Tufts (187,685 ordinary shares), responsAbility Global Microfinance 

Fund (36,278 ordinary shares), and responsAbility Microfinance Leaders (36,278 ordinary shares). The newly issued preference shares were purchased by 

TIAA (256,095 preference shares), Omidyar-Tufts (150,644 preference shares), responsAbility Global Microfinance Fund (43,488 preference shares), and 

responsAbility Microfinance Leaders (32,560 preference shares).

The capital increase was entered in the Commercial Register with effect from December 22, 2008.

The preferential right enjoyed by the holders of non-voting preference shares, which ProCredit Holding issued for the first time in 2006, consists in an 

entitlement to a guaranteed advance dividend of 4 % per share, based on the par value, to be paid out of retained earnings.

The non-voting preference shares qualify as equity because they are non-redeemable and rank equally with the ordinary shares as liable capital. The div-

idend paid on the preference shares will generally be the same as the dividend paid on ordinary shares.

The reduction in the reserve for shares held by other shareholders results from the purchase of shares in subsidiaries by the group, and the recognition of 

the EBRD’s put / call option and the put options with IDB, KfW and WNISEF, which has led to the creation of a financial liability and the disposal of the 

minority interests. The revaluation reserve covers the revaluation of financial assets available for sale, which does not affect net income.

The management intends to propose to the Shareholders’ Meeting the distribution of a dividend of EUR 0.20 per share for both the voting shares and 

the preference shares. The shares issued in connection with the capital increase carried out in December 2008 have the right to earn dividends from 

2009 on.

* proposed (2008)

Of this amount, EUR 1,940 thousand in withholding taxes will have to be paid by the holding company to the German tax authorities.

Capital reserve Date EUR
Premium paid by BIO over the par value November 2002 1,073,712.95

Additional payments by BIO, DEG, DOEN, FMO, IFC, IPC GmbH and IPC Invest Fiscal Year 2003 2,246.08

Premium paid by Andromeda and responsAbility over the par value February 2004 546,000.00

Premium paid by DOEN, FUNDASAL, IPC GmbH over the par value June 2004 1,325,401.84

Premium paid by BIO, IPC GmbH and KfW over the par value December 2004 430,242.96

Premium paid by DOEN and IPC Invest July 2005 986,421.72

Premium paid by Andromeda, BIO, IPC GmbH, IPC Invest and responsAbility December 2005 1,328,520.84

Premium paid by Andromeda, FMO, FUNDASAL, IFC, IPC GmbH, IPC Invest and KfW May 2006 4,413,416.16

Premium paid by FMO, IFC, KfW, Omidyar-Tufts, responsAbility and TIAA September 2006 25,953,054.12

Expenditure for the issuance of new shares 2006 –649,022.00

Premium paid by Omidyar-Tufts January 2007 371,971.44

Premium paid by IPC Invest December 2007 693,000.00

At December 31, 2007 36,474,966.11
Premium paid by IPC GmbH June 2008 4,289,100.00

Premium paid by IPC Invest GmbH & Co KG June 2008 638,400.00

Premium paid by Omidyar-Tufts December 2008 998,070.55

Premium paid by KfW December 2008 1,425,103.70

Premium paid by FMO December 2008 554,069.00

Premium paid by BIO December 2008 592,542.90

Premium paid by DOEN December 2008 1,393,987.10

Premium paid by IPC GmbH December 2008 1,854,585.35

Premium paid by responsAbility GMF December 2008 235,309.70

Premium paid by responsAbility SICAV December 2008 203,072.10

Premium paid by TIAA December 2008 1,696,733.80

Premium paid by IFC December 2008 1,077,823.80

At December 31, 2008 51,433,764.11

2008 2007
Dividend per share (in EUR)* 0.20 0.20

Total dividend payment (in '000 EUR)* 7,799 7,583 
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Additional NotesE. 

Risk management(63) 
Management of the Overall Bank Risk Profile1. 

Capital Management – Objectives1.1 

Overall, neither an individual ProCredit bank, nor the ProCredit group as a whole, is allowed to take on more risk than it is capable of bearing. This rule 

is put into operation using specified limits for all types of risks and a risk bearing capacity model, which stipulates that at all times the predefined eco-

nomic Tier I + II capital has to be available to cover potential losses. This model was further developed in the course of 2008 and is presented in greater 

detail below.

The capital management of the group has the following objectives:

Full compliance with external capital requirements set by the regulators of the banking sectors in the jurisdictions where the group entities operate.• 

Enabling the group to implement its plans for continued strong growth while following its business strategy as a “neighbourhood bank” in its coun-• 

tries of operation.

Meeting the internally defined minimum capital adequacy ratio: group policy requires the maintenance of an equity ratio of 12 % both on the indi-• 

vidual bank level and on a group level.

Capital Management – Compliance with external capital requirements1.2 

External minimum capital requirements are imposed and monitored by the local banking supervision authorities of the countries where the individual 

ProCredit banks operate. For the non-bank ProCredit institution in Mexico there is no external capital requirement. However, the process of founding 

a ProCredit bank in Mexico has been initiated.

Methods for the calculation of capital adequacy vary between countries, but an increasing number of jurisdictions have introduced Basel II calculation 

methods. In all of the ProCredit group’s countries of operation, total minimum capital requirements are set at 12 %. Local supervision is based on stand-

alone financial statements according to local accounting rules.

The following table shows the capital adequacy ratios of the group:

All regulatory capital requirements have been met at all times in each individual country during the reporting period.

Capital Management – Processes and Procedures1.3 

On the individual bank level, capital adequacy and the use of regulatory capital are monitored monthly by the Assets and Liabilities Committee (ALCO). 

On a group level, monitoring is performed quarterly. The techniques employed for monitoring credit and operational risk are based on the guidelines of 

the Basel Committee (Basel II), using the standard approach. For group monitoring, IFRS numbers are used.

The group divides its regulatory capital into Tier 1 capital and Tier 2 capital to monitor capital adequacy.

* less (proposed) distributed dividend

As at December 31
Calculation based on Basel II

2008 2007

Tier 1 Capital / Risk Weighted Assets 9.8 % 9.3 %

Tier 1 + Tier 2 Capital / Risk Weighted Assets 13.1 % 12.7 %

in '000 EUR 2008 2007
Ordinary share capital 181,872 161,884

Capital + legal reserves 51,570 36,611

Retained earnings* 91,661 73,444

Minority interests 57,609 45,543

Hybrid capital 40,000 0

Less goodwill –20,817 –22,656

Less other intangibles –9,959 –7,702

Tier I capital 391,936 287,124

Subordinated loans 62,949 42,698

Preference shares 30,095 27,681

Other inherent loss allowance 37,907 36,398

Tier II capital 130,950 106,777
Total regulatory capital 522,886 393,901
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While for the individual banks a combination of straight equity and subordinated debt issued by ProCredit Holding AG is used for capital management, 

on a group level equity instruments, including hybrid capital in the form of Trust Preferred Securities, are the key factor in capital management.

1.4 Risk Bearing Capacity

In 2007 the group introduced the concept of risk bearing capacity in order to assess the overall risk position on a quantitative basis. It is planned to 

expand the use of this methodology to all individual ProCredit banks in 2009.

The risk taking potential of the group is defined as the consolidated group equity (net of intangibles) plus subordinated debt, which amounted to EUR 

459.2 million as of the end of December 2008. The Resources Available to Cover Risk (RAtCR, the “Risikodeckungsmasse” referred to in the standards 

established for German banks) were set at 60 % of the risk-taking potential, i.e EUR 275.5 million. The table below shows the distribution of the RAtCR 

among the different risk categories as determined by the Group Risk Committee and the level of utilisation as of the end of December 2008.

As the above table indicates, the ProCredit group showed a modest level of utilisation of its RAtCR as of 31.12.2008. All risks combined, as quantified 

by the methods established in the group’s policies, are less than 60 % of the group’s total risk-bearing potential as defined. Further information on the 

methods of quantifying the various risk categories is given below.

2. Management of Individual Risks

In 2008, many new specifications were introduced on a group level in order to prepare the group for compliance with the German MaRisk regulations 

and Basel II requirements. In particular, additional processes were introduced for the management of

Credit Risk• 

Counterparty Risk• 

Liquidity Risk• 

Operational Risks• 

For some of our markets of operation it is very difficult to obtain reliable forecasts for potential losses for various risk categories, which imposes limits 

on purely quantitative value-at-risk models. Nevertheless, the basic premises of the VaR model can still be applied, as is described below.

Additionally, we place special emphasis on a general understanding of the factors driving risk and an ongoing analysis and company-wide discussion 

of possible developments / scenarios and their potential adverse impacts. The objectives of risk management include ensuring that all material risks are 

recognised in a timely manner, understood completely, and described appropriately. This includes, for example, ensuring that no products or services 

are offered unless they are thoroughly understood by all parties and can be handled. To this end, a New Risk Approval Process has been established and 

introduced at several of the banks in the group. This process will be implemented in all banks in 2009.

The ProCredit group uses uniform limits for individual risks within which the individual banks position their own risk strategies. Limit deviations are only 

allowed for stricter limits (e. g. in cases where such limits are stipulated by local law) or if approved by the Group Risk Management Committee.

2.1 Credit Risk

Credit risk is defined as the danger that the party to a credit transaction will not be able, or only partially able, to meet its contractually agreed obliga-

tions towards the bank. Credit risk arises from customer credit exposures (classic credit risk), credit exposure from interbank placements and issuer risk. 

It is further divided into credit default risk and credit portfolio risk in order to facilitate focused risk management. Credit risk is the single largest risk 

we face.

Risk Factor Risk Detail
Limit
(in %)

Limit
(in '000 EUR)

Actual
(in '000 EUR)

Limit Used
(in % of limit)

Credit Risk (Clients) 25.0 % 114,811 55,485 48.3 %

Counterparty Risk Commercial Banks 10.0 % 4,592 361 7.9 %

Central Banks 41,332 31,736 76.8 %

Market Risk Interest Rate Risk 10.0 %  45,924 24,228 52.8 %

Currency Risk 2.5 % 11,481 4,009 34.9 %

Operational Risk 12.5 % 57,405 38,066 66.3 %

Ressources Available to Cover Risk 60.0 % 275,546 153,885 55.8 %
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The following table shows the maximum exposure to credit risk:

For an insignificant number of financial assets we hold cash collateral.

2.1.1 Credit default risk from customer credit exposures

We define credit default risk from customer credit exposures as the risk of losses due to a potential non-fulfilment of the contractual payment obliga-

tions associated with a customer credit exposure.

The management of credit default risk from customer credit exposures is based on a thorough implementation of the bank’s lending principles:

intensive analysis of the debt capacity of the banks’ clients• 

careful documentation of the credit risk assessments, assuring that the analysis performed can be understood by knowledgeable third parties• 

rigorous avoidance of overindebting our clients• 

building a personal and long-term relationship with the client and maintaining regular contact• 

strict monitoring of loan repayment• 

practising tight arrears management• 

exercising strict collateral collection in the event of default• 

investing in well-trained and highly motivated staff• 

implementing carefully designed and well-documented processes• 

rigorous application of the “four-eyes principle”.• 

The differentiation between individually significant and insignificant credit exposures leads to distinct processes in lending for the different types of 

credit exposures – processes that have been demonstrated in the past to ensure an effective management of credit default risk. The processes are dis-

tinguished mainly in terms of segregation of duties, which is fully implemented for individually significant credit exposures; the information collected 

from the clients, ranging from audited financial statements to self-declarations; the key criteria for credit exposure decisions based on the financial sit-

uation of the client; in particular for individually insignificant credit exposures, the liquid funds and character of the client; and the collateral require-

ments. As a general rule, the lower the amount of the credit exposure, the stronger the documentation provided by the client, the shorter the term of 

the credit exposure, the longer the client’s history with the bank and the higher the turnover of the client with the bank, the lower will be the collat-

eral requirements.

The decision-making process ensures that all credit decidions on individually significant exposures, and most decisions on individually insignificant 

exposures, are taken by a credit committee. As a general principle, we consider it very important to ensure that our lending business is conducted on the 

basis of organisational guidelines that provide for appropriate rules governing organisational structures and operating procedures; job descriptions that 

define the respective tasks; a clear allocation of decision-making authority; and a clear definition of responsibilities.

Loans in arrears are defined as loans for which contractual interest and / or principal payments are overdue. The high quality of the loan portfolio 

reflects the application of the above lending principles and the application of appropriate monitoring, in particular of our individually significant credit 

exposures. Once arrears occur, we rigorously follow-up on the non-repayment of our credit exposures, and by so doing we typically identify any poten-

in '000 EUR 2008 2007
Loans and advances to banks 439,385 274,445

Financial assets at fair value through profit or loss 38,976 80,450
Trading assets 2,017 4,982

Fixed interest rate securities (bank and corporate bonds) 14,423 6,856

Securities without fixed interest rates (bank and corporate bonds) 22,536 68,581

Others 0 31

Available-for-sale financial assets 44,627 76,889
Fixed interest rate securities (bank and corporate bonds) 27,979 67,234

Securities without fixed interest rates (bank and corporate bonds) 15,129 8,785

Shares in companies situated in OECD countries 123 28

Shares in companies situated in non-OECD countries 202 166

Others 1,194 676

Loans and advances to customers 3,281,744 2,744,193
Loans and advances to customers 3,379,904 2,819,785

Allowance for impairment –98,161 –75,591
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tial for default on a credit exposure. We apply strict rules (see note (14)) regarding credit exposures for which, in our view, there is no realistic prospect 

that the credit exposure will be repaid and where typically the realisation of collateral has either been completed or the outcome of the realisation pro-

cess is uncertain. Our recovery and collection efforts are performed by specialised employees, typically with either a lending or legal background.

The effectiveness of this tight credit risk management is reflected in the low arrears rate that our loan portfolio exhibits.

Breakdown of loan portfolio by days in arrears

We monitor the quality of the loan portfolio on an ongoing basis. Our measure for loan portfolio quality is the portfolio at risk (PAR). We define PAR as 

all loans outstanding with one or more payment of interest or principal in delay by more than 30 days. We chose this measure because the vast major-

ity of all loans have fixed instalments with monthly payment of principal and interest. Exceptions are seasonal agricultural loans and investment loans, 

which have a grace period of six months. We do not deduct any collateral and do not apply any other exposure-reducing measures when determining 

our PAR.

Additionally, the quality of credit operations is assured by a credit controlling unit in most institutions which is responsible for monitoring the bank’s 

credit operations and compliance with its procedures. These units, made up of experienced lending staff, ensure compliance, in form and substance, with 

the lending policy and procedures through on-site checks and system screening.

in ‘000 EUR
As at December 31, 2008 0 days 1 to7 days

8 to 30 
days

31 to 60 
days

61 to 90 
days

91 to 180 
days > 180 days Total

Loans to customers
Business 2,474,414 15,067 32,974 11,246 5,325 11,596 14,259 2,564,881

Agricultural 365,994 2,914 5,981 2,138 906 2,257 2,476 382,666

Housing 243,218 571 2,077 746 322 805 998 248,737

Finance leases 54,869 1,361 2,455 458 227 746 160 60,277

Consumer 59,209 277 617 243 120 245 298 61,008

Other 61,832 64 113 42 34 93 157 62,336

As at December 31, 2007
Loans to customers
Business 2,095,437 12,766 18,429 6,291 4,134 8,692 13,412 2,159,161

Agricultural 307,209 2,988 3,874 2,425 534 1,128 1,284 319,443

Housing 209,858 596 1,601 546 174 505 670 213,949

Finance leases 18,830 1,118 1,596 65 41 39 2 21,691

Consumer 61,419 427 652 232 114 211 231 63,287

Other 42,046 6 63 18 22 46 54 42,255

in ‘000 EUR
As at December 31, 2008 Loan  portfolio PAR (> 30 days)

PAR as % of loan 
portfolio Net write-offs

Net write-offs as %
of loan portfolio

Eastern Europe 2,645,373 40,966 1.55 % 15,554 0.6 %

Latin America 679,459 12,743 1.88 % 4,080 0.6 %

Africa 55,072 2,190 3.98 % 1,015 1.8 %

Total 3,379,904 55,898 1.65 % 20,650 0.6 %

As at December 31, 2007
Eastern Europe 2,258,851 31,121 1.38 % 6,718 0.3 %

Latin America 518,120 8,333 1.61 % 1,721 0.3 %

Africa 42,814 1,417 3.31 % 732 1.7 %

Total 2,819,785 40,872 1.45 % 9,171 0.3 %
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Restructured loans are not considered to be in arrears but are treated according to their new terms. Restructurings of loans are generally necessitated by 

economic or payment problems encountered by the client. If a loan is restructured, substantial amendments are made to the parameters of the loan.

We regularly analyse the level of loan defaults we should expect within a given year, based on past experience in this area. Expected losses are fully cov-

ered with loan loss provisions.

Individually significant loans are reviewed for impairment on an individual basis (= specific impairment). Impairment for individually insignificant loans 

in arrears is calculated on a portfolio basis at historical default rates (see note (14) for further explanation); eight or more days in arrears is consid-

ered as objective evidence of impairment. For all unimpaired loans, portfolio-based allowances for impairment are made, again based on historical loss 

 experience.

The development of allowances for impairment losses on loans to customers over time was as follows:

Allowance for impairment losses is distributed among the segments as follows:

in ‘000 EUR
As at December 31, 2008 Loan  portfolio Restructured loans

Restructured loans in %
of loan portfolio

Eastern Europe 2,645,373 30,429 1.15 %

Latin America 679,459 9,453 1.39 %

Africa 55,072 608 1.10 %

Total 3,379,904 40,490 1.20 %

As at December 31, 2007
Eastern Europe 2,258,851 43,241 1.91 %

Latin America 518,120 3,978 0.77 %

Africa 42,814 332 0.78 %

Total 2,819,785 47,551 1.69 %

in ‘000 EUR
Allowance for impairment on loans and advances to customers 20072008
Specific impairment 15,779 12,560

 Allowance for individually insignificant impaired loans 44,475 26,633

Allowance for collectively assessed loans 37,907 36,398

Total 98,161 75,591

in ‘000 EUR 2008 2007
As at January 1 75,591 59,311

Additions 101,324 59,439

Used 26,466 13,163

Releases 47,463 25,605

Effect of interest –13 –18

Exchange rate adjustments –4,813 –4,372

As at December 31 98,161 75,591

in ‘000 EUR
As at December 31, 2008 Eastern Europe Latin America Africa Group
Provision for losses on loans and advances 73,448 21,126 3,587 98,161

Loan portfolio 2,645,373 679,459 55,072 3,379,904

Provisioning level 2.78 % 3.11 % 6.51 % 2.90 %

As at December 31, 2007
Provision for losses on loans and advances 58,401 14,446 2,744 75,591

Loan portfolio 2,258,851 518,120 42,814 2,819,785

Provisioning level 2.59 % 2.79 % 6.41 % 2.68 %
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According to group policy, very small loans are issued without being fully collateralised. The threshold varies between countries, depending on the level 

of stability of the overall economic environment. Credit exposures with a higher risk profile are covered with solid collateral, typically through mort-

gages. As the majority of loans are fixed instalment loans of rather short maturity, the fair value of collateral usually decreases substantially more slowly 

than the outstanding loan amount, and therefore we do not monitor it. The collateral can be classified into the following categories:

Group policy on the treatment of repossessed property requires that all goods obtained due to customers’ defaults be sold to third parties in order to 

avoid any conflict of interest arising from the below-market valuation of collateral. Also, repossessed property is sold at the highest possible price, typ-

ically via public auction, and any remaining balance after the payment of principal, interest and penalty is credited to the customer’s account. Most 

repossessed property consists of land and buildings. A smaller part is composed of inventory and of vehicles and consumer durables (TVs, fridges etc.); 

see also note (53). The following table presents the value of repossessed property:

2.1.2 Credit portfolio risk from customer lending

The granularity of the credit exposure portfolios our banks hold is a highly effective credit risk mitigating factor. The core business of the banks, lending 

to very small and small enterprises, necessitated a high degree of standardisation in lending processes and ultimately led to a high degree of diversifica-

tion of these exposures in terms of geographic distribution and economic sectors. Nevertheless, lending to medium-sized enterprises constitutes a sup-

plementary area of our business in terms of our overall strategic focus. Most of these clients are dynamically growing enterprises that have been work-

ing with our banks for years. Nonetheless, the higher complexity of these businesses requires an appropriate analysis of both the business, the project 

that is to be financed and any connected entities. A strict division of front and back office functions is applied and requirements for both documenta-

tion and collateral are typically more stringent.

Our credit portfolio risk is naturally limited by the credit strategy resulting from our business model, in particular our focus on small and very small 

loans and the broad geographical and economic sector diversification of our loan portfolio. As a result, the loan portfolio of the group consists of a large 

number of very small exposures in different geographical regions. SME lending, i. e. larger loan exposures exceeding the threshold of EUR 150,000, is not 

a major strategic focus. Nevertheless, the group processes larger loan applications, mainly from existing clients showing strong business growth. Thus, 

most larger exposures involve borrowers who have a long-standing credit history with ProCredit. Overall, the loan portfolio of the group includes 2,304 

loans of more than EUR 150,000.

The structure of the loan portfolio is regularly reviewed within the banks in order to identify potential events which could have an impact on large areas 

of the loan portfolio (common risk factors) and, if necessary, limit the exposure towards certain sectors of the economy.

Mortgage Guarantees Inventories Other

2008 41 % 15 % 22 % 22 %

2007 43 % 15 % 23 % 19 %

in ‘000 EUR 2008 2007
Real estate 2,364 1,561

Inventory 212 114

Others 56 101

Total 2,632 1,776

in ‘000
As at December 31, 2008

EUR / USD
< 10,000

EUR / USD
10,000–50,000

EUR / USD
50,000–150,000

EUR / USD
> 150,000

Eastern Europe 911,330 809,665 438,086 486,293

Latin America 340,987 216,386 69,080 53,006

Africa 38,261 13,322 2,832 658

Total 1,290,578 1,039,373 509,998 539,956

As at December 31, 2007
Eastern Europe 887,024 674,753 341,695 355,518

Latin America 273,132 158,679 50,990 35,319

Africa 29,431 12,148 944 291

Total 1,189,586 845,580 393,629 391,127
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The ProCredit banks follow a guideline that the sum of the 10 largest exposures of any individual ProCredit institution should not exceed 50 % of the 

bank’s equity. At the end of 2008, ProCredit Bank Ukraine (93 %) exceeded this limit as a result of the strong devaluation of the local currency, and 

ProCredit Bank Kosovo (52 %) exceeded it slightly.

Larger exposures are particularly well analysed and monitored, both by the responsible employees through regular monitoring activities enabling early 

detection of risks, and through the regular reviews carried out by the Credit Risk Management Committee of the bank. Full information about any 

related parties is collected prior to lending. All in all, this results in a high portfolio quality and a comparatively low need for allowances for individual 

impairment.

Individually significant loans are closely monitored by the Credit Risk Committee of the respective bank. For such loans, it is assessed whether objective 

evidence of impairment exists, i. e.:

delinquencies in contractual payments of interest or principal• 

breach of covenants or conditions• 

initiation of bankruptcy proceedings• 

any specific information on the customer’s business (e. g. reflected by cash flow difficulties experienced by the client)• 

changes in the customer’s market environment• 

the general economic situation.• 

Additionally, the aggregate exposure to the client and the realisable value of collateral held are taken into account when deciding on the allowance for 

impairment.

For the calculation of the individual impairment a discounted cash flow approach is applied. The individual impairment of loans to customers is as 

 follows:

Individually impaired loans

in ‘000 EUR
As at December 31, 2008 Business Agricultural Housing Consumer Finance leases Other
< 10,000 EUR 787,308 248,619 163,995 51,365 10,621 28,669

10,000 to 50,000 EUR 802,825 105,524 71,869 7,215 29,866 22,074

50,000 to 150,000 EUR 450,271 21,014 11,244 2,294 15,681 9,494

>150,000 EUR 524,513 6,907 1,786 560 4,096 2,092

Total 2,564,918 382,065 248,894 61,434 60,265 62,330

As at December 31, 2007
< 10,000 EUR 746,056 226,925 138,843 53,869 2,469 21,286

10,000 to 50,000 EUR 672,899 76,414 61,842 5,972 12,238 16,215

50,000 to 150,000 EUR 360,316 11,758 10,415 1,363 5,842 3,935

>150,000 EUR 379,397 4,398 3,006 373 1,992 1,961

Total 2,158,668 319,495 214,105 61,578 22,541 43,397

in '000 EUR
As at December 31, 2008

Gross outstanding
amount

Allowance for
specific impairment

Net outstanding
amount

Business 102,235 15,303 86,932

Agricultural 5,928 350 5,577

Housing improvement 1,147 40 1,108

Finance Lease 89 28 60

Consumer 299 53 246

Other 4 0 3

Total 109,701 15,774 93,927

As at December 31, 2007
Business 73,353 12,192 61,161

Agricultural 3,297 283 3,013

Housing improvement 1,315 8 1,308

Finance Lease 137 60 77

Consumer 369 16 352

Other 0 0 0

Total 78,470 12,560 65,911
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Individually significant loans for which there is no need for an individual impairment allowance are covered by portfolio-based impairment allowances.

For individually insignificant loans which show objective evidence of impairment, i. e. which are in arrears for more than 7 days, we apply a lump-sum 

approach; the impairment is determined depending on the number of days in arrears. For all unimpaired loans we calculate a portfolio-based impair-

ment (see also note (14)). In addition, individual exposures which are regarded as insignificant, or groups of individually insignificant credit exposures, 

may be classified as impaired if events, such as political unrest, a significant economic downturn, a natural disaster or other external events occur in the 

country.

Porfolio-based impairment and lump-sum impairment for individually insignificant loans

2.1.3 Credit risk from interbank placements and issuer risk

Credit risk from interbank placements and securities is subdivided into:

-  principal risk – the risk of losing the amount given to the counterparty because of the counterparty’s failure to repay the principal in full amount 

on time (counterparty default)

- replacement risk – the risk of loss of an amount equal to the incurred cost of replacing an outstanding deal with an equivalent one on the market

- settlement risk – the risk of loss due to the failure of a counterparty to honor its obligation to deliver assets as contractually agreed

- issuer risk – the probability of loss resulting from the default and insolvency of the issuer of a security

Exposures to central banks also represent counterparty risk and are measured and reported as such. However, the exposure results from the deposit and 

payment business of the bank as well as the individual policy of the respective central bank and is thus beyond our direct control. Each ProCredit bank 

seeks to minimise its exposure to counterparty risk by:

- reducing the number of counterparties to a manageable level

- completing a thorough counterparty approval process before executing a transaction with any counterparty

- limiting the bank’s exposure to any single counterparty or group of counterparties.

In order to limit the maximum risk exposure towards any one counterparty or group of related counterparties, the individual banks’ exposure to one 

counterparty is not to exceed 25 % of its regulatory capital. The maximum amount invested by the group in any country of operation is set at 25 %. 

Deviations from this rule (Bulgaria and Serbia with 35 % each as of December 31, 2008) have been approved by the Group Risk Management Commit-

tee.

Each bank ensures through its Risk Management Committee that each counterparty, and a limit for the maximum exposure to the entity, will be 

approved based on a thorough analysis, typically performed by the Risk Management Department of the respective bank.

Also, due to their role as part of the banks’ liquidity reserves, interbank placements are of very short maturity, typically up to 3 months, which further 

reduces the incurred risk in those transactions. Investments in securities for liquidity reasons (T-bills or bonds) are made with the local government or 

national bank or with international A-rated banks only. As a group policy, there is no trading in such instruments.

All large placements are approved by the ALCO, in which senior management staff members participate.

in '000 EUR
As at December 31, 2008

Gross outstanding
amount

Allowance for portfolio-
based and lump-sum 

impairment
Net outstanding

amount
Business 2,462,683 60,165 2,402,518

Agricultural 376,137 11,462 364,675

Housing improvement 247,747 7,058 240,689

Finance Lease 60,176 622 59,554

Consumer 61,135 1,865 59,270

Other 62,326 1,216 61,111

Total 3,270,203 82,386 3,187,817

As at December 31, 2007
Business 2,085,453 45,260 2,040,194

Agricultural 316,198 8,838 307,361

Housing improvement 212,790 5,478 207,312

Finance Lease 22,404 260 22,145

Consumer 61,209 2,092 59,117

Other 43,259 1,105 42,154

Total 2,741,314 63,031 2,678,283
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2.2 Liquidity Risk

For ProCredit banks liquidity risk has two dimensions. In the narrowest sense it is the danger that an individual bank within the ProCredit group will no 

longer be able to meet its current and future payment obligations in full, or in a timely manner (risk of insolvency). In a broader sense it is also the dan-

ger that additional funding can no longer be obtained, or can only be obtained at increased market interest rates (funding risk). For ProCredit Holding 

liquidity risk is not defined as the typical liquidity risk associated with the conduct of banking business, but as the risk of not being able to carry out 

planned investments due to liquidity constraints.

The liquidity risk management (LRM) system of the ProCredit group is adapted to its specific characteristics. On the one hand, ProCredit banks are banks 

that were founded as lending institutions and financial intermediaries for ordinary people. ProCredit banks therefore typically have a loan portfolio that 

is the largest single component on the asset side, and is primarily funded through locally mobilised deposits. The loan portfolio is characterised by a high 

concentration of short- and medium-term loans to micro and small businesses (high diversification). The loans are disbursed as annuity term loans (good 

cash flow) and have very low default rates (high degree of predictability of cash flows). Since deposits are ProCredit banks’ primary source of financ-

ing to fund loan portfolio growth, the dependency on capital market instruments is low. All of these factors warrant a relatively simple and straightfor-

ward LRM system.

On the other hand, many ProCredit banks operate in so called “transition economies”, where stable financial markets are still emerging. Money mar-

kets are underdeveloped and can be unreliable if the local macro environment becomes unfavourable. Customer behaviour can also be more volatile 

and especially in situations of economic or political crisis, significant outflows of liquidity can occur. ProCredit banks therefore place great emphasis on 

establishing strong relationships with their deposit clients in order to maintain loyalty even in difficult times. Furthermore, ProCredit banks, in line with 

group policy and / or because local regulatory authorities require them to do so, adopt conservative liquidity risk management practices and maintain 

comfortable levels of highly liquid assets.

The key principles / tasks of ProCredit’s LRM are as follows:

to ensure appropriate levels of liquidity, at all times, at all banks within the ProCredit group• 

to monitor liquidity and funding on an ongoing basis to ensure that the approved business targets are met in a manner that does not compromise the • 

risk profile of an individual bank or of the group

to manage the liquidity reserves of the ProCredit group• 

to optimise payment flows within the group• 

to co-ordinate significant group fund-raising activities, including bond issues on the international capital market, as well as funding activities with • 

international financial institutions and banks with international operations

At the group level, the standards are set that each ProCredit bank is required to use to identify, assess, manage and monitor its liquidty and funding risk, 

and communicate the resulting information to the group to support the assessment of the liquidity and funding risk at group level. This is done in the 

form of the Group Liquidity Risk Management Policy, which is in line with BaFin’s Minimum Requirements for Risk Management (“MaRisk”) as well as 

with the “Priniciples for Sound Liquidity Risk Management and Supervision” of the Basel Committee, which were issued in September 2008. The Group 

Risk Management Committee meets monthly and is, among other things, in charge of establishing and updating the Group Liquidity Risk Management 

Policy. The Group Assets and Liabilities Committee (Group ALCO), which meets weekly, is responsible for all key decisions regarding group liquidity man-

agement from a risk and business perspective to ensure an integrated risk-return approach to group liquidity management. The implementation of the 

decisions of the Group ALCO and the management of the operational aspects of liquidity risk on a group head-office level are carried out by the group 

risk management department and the finance / treasury department. In addition, they are also involved in identifying, addressing and monitoring the 

group’s structural liquidity needs. Liquidity plans and analyses are presented to the Group ALCO on a regular basis.

The primary responsibility for identifying, assessing, addressing, monitoring and communicating its liquidity and funding risk lies with the individual 

ProCredit bank. The finance / treasury department manages the liquidity situation on a daily basis. Liquidity risk is monitored in the regular ALCO meet-

ings, in which senior management staff members participate. The risk management department is responsible for controlling and monitoring liquidity 

risk, including ensuring that it is in line with the Group LRM Policy and the limits which it sets. In addition, the department must define local liquidity 

limits according to the institution’s particular characteristics and market and is also responsible for monitoring to ensure that the measures defined by 

the ALCO are being put into practice.

On a group level, the key tool that is used is a group standard maturity gap analysis, which incorporates relevant off-balance sheet positions as well 

as cash flows resulting from derivatives. ProCredit’s LRM system is thus based upon the German Ordinance on Liquidity Management [Liquiditätsver-

ordnung - LiqV], but goes beyond this framework. Several liquidity indicators have been defined which are monitored on at least a monthly basis for 

the most important banks. They not only assure that the banks have enough liquid funds, but also set restrictions for the funding structure. The group 

manages liquidity risk on an expected maturities basis, especially as regards the liabilities to customers. The assumptions have been defined so as to 

ensure that the banks are able to sustain a 20 % net outflow of deposits within the next 30 days. Since this assumption exceeds the true withdrawal 

rate, ProCredit banks are induced to build up a liquidity buffer. Even at the peak of the crisis in Georgia and Ukraine, the withdrawal rate was below the 

20 % threshold.
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On an operational level, the gap report is broken down into more time buckets and split into the most important currencies (usually EUR and / or USD 

and local currency). The liquidity situation is monitored on a cash flow basis for a forecast period of three months.

The following table shows the remaining contractual maturities of the financial assets and financial liabilities of the group. The remaining contractual 

maturity is defined as the period between the balance sheet date and the contractually agreed due date of the asset or liability, or the due date of a par-

tial payment under the contract for an asset or liability.

in ‘000 EUR
As at December 31, 2008

Up to 1 
month

1–3
months

3–12
months

1–2
years

2–5
years

More than
5 years Total

Assets
Cash and cash equivalents 784,272 3,312 7,233 250 0 0 795,067

Loans and advances to banks 392,801 11,517 36,193 1,166 2 146 441,826

Financial assets at fair value
through profit or loss

28,408 178 1,596 5,902 5,553 381 42,018

Loans and advances to customers 228,298 335,008 1,299,931 1,085,542 1,391,025 381,592 4,721,396

Available-for-sale financial assets 6,686 8,821 21,457 6,146 883 2,654 46,646

Tax assets 2,871 30 3,102 2,632 0 5,358 13,993

Other assets 15,319 2,357 6,686 10,457 18,891 174,237 227,947

Total assets  1,458,656  361,222  1,376,196  1,112,095  1,416,355  564,367  6,288,893
Liabilities
Liabilities to banks 66,736 36,172 56,096 111,043 118,864 430 389,341

Financial liabilities at fair value through profit 
or loss

1,058 601 4,047 984 4,325 0 11,015

Liabilities to customers 1,291,625 519,064 869,008 162,115 222,236 5,249 3,069,298

Liabilities to international financial institutions* 309,849 26,028 166,883 158,247 243,937 103,923 1,008,867

Debt securities 692 30,059 41,632 48,371 198,830 109,797 429,380

Tax liabilities 956 1,816 1,190 548 0 3,076 7,587

Provisions 3,094 396 627 1,783 76 4,316 10,292

Other liabilities 16,514 1,344 1,305 43 42 6,151 25,399

Subordinated debt 217 1,863 4,802 9,279 41,124 42,750 100,034

Hybrid capital 0 0 148 0 0 40,000 40,148

Total liabilities  1,690,740  617,342  1,145,738  492,413  829,434  315,693  5,091,360
Open position –232,084 –256,119  230,458  619,683  586,921  248,674

* due to the violation of covenants by PCB Ukraine, liabilities of this bank to international financial institutions in the amount of EUR 102,775 were 

formally repayable on demand and are included in the column “Up to 1 month”

in ‘000 EUR
As at December 31, 2007

Up to 1 
month

1–3
months

3–12
months

1–2
years

2–5
years

More than
5 years Total

Assets
Cash and cash equivalents 783,760 43,438 0 0 0 0 827,199

Loans and advances to banks 215,853 37,198 23,239 970 17 278 277,555

Financial assets at fair value through profit or loss 68,986 936 1,246 1,276 5,925 4,893 83,262

Loans and advances to customers 228,091 276,606 1,104,254 875,197 1,081,834 237,559 3,803,541

Available-for-sale financial assets 25,751 12,082 35,809 4,536 947 977 80,103

Tax assets 1,259 207 1,464 1,523 799 5,272 10,524

Other assets 22,847 2,486 2,222 735 1,178 5,359 34,829

Total assets 1,346,548 372,954 1,168,234 884,237 1,090,701 254,339 5,117,013
Liabilities
Liabilities to banks 155,448 8,241 39,776 45,594 144,235 795 394,089

Financial liabilities at fair value through profit 
or loss

0 0 0 0 102 0 102

Liabilities to customers 1,276,605 371,714 752,553 121,323 197,686 31,301 2,751,184

Liabilities to international financial institutions 34,780 14,409 139,688 133,184 235,216 65,612 622,890

Debt securities 2,613 13,331 29,750 61,823 243,873 80,578 431,967

Tax liabilities 3,008 2,360 1,076 80 98 1,203 7,826

Provisions 4,153 941 56 237 1,511 2,113 9,012

Other liabilities 24,954 1,864 1,275 58 51 3,678 31,879

Subordinated debt 972 1,185 2,867 3,141 9,569 36,435 54,169

Total liabilities 1,502,534 414,045 967,041 365,441 832,341 221,715 4,303,118
Open position –155,986 –41,091 201,193 518,796 258,360 32,624
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The group manages liquidity risk on an expected maturities basis. Especially for the liabilities to customers, contractual maturities are rather unrepre-

sentative.

Throughout the reporting period, the liquidity situation in most of the banks was satisfactory, despite the global financial market crisis. During October 

and November, a number of ProCredit banks experienced significant liquidity pressure, but the individual institutions had sufficient liquidity at all times 

to meet all financial obligations in a timely manner and to successfully deal with further unfavourable economic developments. One reason is that the 

ProCredit banks finance their lending operations primarily through retail customer deposits and long-term credit lines. The focus in our deposit-taking 

operations is on our target group of small savers. Thanks to their loyalty to our institution, the deposit outflows that ProCredit banks have experienced 

as a consequence of political turmoil and the global financial crisis have been manageable.

In order to assess the robustness of the liquidity situation in the ProCredit banks, the risk management department designs and implements group 

stress tests and develops emergency plans for bottleneck scenarios. Each bank must have sufficient liquid funds available to meet its obligations, even 

taking into account potential extraordinary circumstances. If unusual circumstances arose and an individual bank proved not to have sufficient liq-

uid funds, ProCredit Holding would serve as a “lender of last resort”. The ProCredit group keeps a liquidity reserve available for this purpose which con-

sists of highly liquid assets, unutilised irrevocable credit lines to ProCredit Holding, and the ProCredit banks’ surplus liquidity made available to the 

group through early repayment and intragroup lending plus cash holdings of individual ProCredit banks. At the end of the reporting period this liquid-

ity reserve amounted to about EUR 190 million. On the individual bank level these group stress tests are complemented by stress tests and scenario anal-

yses based on individualised cash-flow models.

Throughout the reporting period, all group companies had sufficient liquidity available at all times to meet all financial obligations in a timely manner. 

At year-end all banks had a “sufficient liquidity” indicator of at least 1 and the ratio of highly liquid assets to customer deposits in all banks was above 

20 %.

2.3 Funding Risk

We take a proactive approach in addressing funding risks. Our business plans, which are reviewed annually, serve as the basis for determining medium-

term funding needs in regard to both equity and debt financing for the banks and the group as a whole.

ProCredit Holding supports the funding needs of the banks not only through equity investments but also with longer-term debt financing and subordi-

nated debt. The funding needs of the banks are monitored and regularly reviewed and discussed with ProCredit Holding.

Funding risk has become a more prominent issue due to the recent developments on the international capital markets, which have become less liquid 

and are now exhibiting increased risk margins. We still consider our risk to be low due to our strong reliance on customer deposits as well as the fact 

that our banks continue to access funding from various international sources.

2.4 Market Price Risk

Market price risk is defined as currency risk and interest rate risk.

2.4.1 Currency Risk

Assets and liabilities of ProCredit banks are often denominated in more than one currency. Hence, ProCredit banks are exposed to exchange rate move-

ments if they have open currency positions. Additionally, local banking supervisory regulations oblige most of the banks to hold most of their equity in 

local currency, which means that a significant portion of the group’s consolidated equity (measured in EUR) is subject to a currency risk vis-à-vis the 

various local currencies.

The new Group FX Risk Management Policy, which was established in 2008, sets limits for all banks on positions in each material currency, as well as the 

overall limit for the group. As a matter of principle, banks must aim at closing out open currency positions immediately, and they do not engage in pro-

prietary trading. As far as possible, each bank maintains a closed currency position. No bank is allowed to acquire any speculative positions on foreign 

exchange markets. Derivatives may only be used for hedging purposes to close positions of the bank. Approved FX derivatives are currency forwards and 

currency swaps.

The following rules apply at the group level:

FX loans exchanged within the ProCredit group must be financed in the same currency in which they are denominated.• 

The following rules apply at the level of the individual banks:

The currency in which the bank obtains financing determines the currency in which loans are given to customers and vice versa. Each bank is required • 

to match the currencies of assets and liabilities so as to protect the bank against unforeseen currency fluctuations. If in exceptional cases such 

matching is impossible, financial instruments shall be used to the extent possible to close such gaps.
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To protect equity that is denominated in local currency from a significant and lasting devaluation, a bank may create a long position in EUR / USD. • 

If there are strong indications that the local currency will depreciate rapidly, the local Risk Management Committee may decide to open a long 

EUR / USD currency position and must report this decision immediately to the group risk management department and the local Supervisory Board. In 

addition, the Group’s ALCO or the Group Risk Management Committee can recommend that a bank create a strategic long position in EUR / USD.

ProCredit banks which carry out operations in both local and other currencies monitor their foreign currency exposure on a daily basis (finance / trea-• 

sury department) with the aim of closing out any open positions (except strategic long EUR / USD positions).

The establishment of foreign currency positions for speculative purposes is not permitted.• 

The use of hedging instruments is regularly reviewed including through a profit and loss (P / L) analysis of such positions.• 

As a result, currency risk is very limited on the level of the individual banks.

At the holding company level, foreign-currency loans issued to subsidiaries are financed, as a matter of principle, in the currency in which they are 

denominated in order to eliminate currency risks. However, as banking supervisory regulations oblige most of the banks to hold most of their equity 

in local currency, the group’s equity bears a currency risk vis-à-vis the basket of the local currencies in which the holding company’s equity is invested. 

Currently these risks are not hedged; rather, ProCredit Holding sees itself as a risk taker exposed to a variety of different exchange rates.

in ‘000
As at December 31, 2008 EUR USD

Other
currencies

Assets
Cash and cash equivalents 302,130 149,381 271,009

Loans and advances to banks 268,078 131,046 40,261

Financial instruments at fair value through profit or loss 26,836 10,135 2,005

Avaliable-for-sale financial assets 1,891 16,682 26,054

Loans and advances to customers 1,405,473 912,579 963,691

of which: indexed to EUR / USD 474,223 25,160

Intangible assets 12,623 9,671 8,481

Property, plant and equipment 19,524 19,837 130,849

Tax assets 754 979 12,260

Other assets 8,591 8,703 24,659

Total assets 2,045,901 1,259,014 1,479,272
Open forward position (assets) 188,350 10,850 4,744
Liabilities
Liabilities to banks 109,447 106,384 108,381

Financial liabilities at fair value throught profit or loss 217 1,068 101

Liabilities to customers 1,237,497 653,086 865,181

of which: indexed to EUR / USD 11,265 17,163

Liabilities to international financial institutions 463,731 358,037 22,537

Debt securities 282,182 17,903 20,077

Tax liabilities 1,684 2,766 3,136

Provisions 3,217 1,744 5,330

Other liabilities 7,404 6,476 13,195

Subordinated debt 39,499 26,686 0

Hybrid capital 40,148 0 0

Total liabilities 2,185,026 1,174,150 1,037,940
Open forward position (liabilities) 6,840 73,073 119,706

Net position 42,385 22,640 326,370

Credit commitments 166,026 22,900 124,757



121Consolidated Financial Statements

The disbursements and repayments pertaining to the indexed loans and advances to customers and the deposits and withdrawals pertaining to the 

indexed liabilities to customers are executed in the respective local currency.

For the assessment of the group FX risk, a Value at Risk (VaR) analysis is performed quarterly. The holding period was determined to be one year and the 

look-back period was 3 years. Correlation effects are included in the analysis by taking into account the complete portfolio of the open currency posi-

tion (OCP), i. e. the analysis is based on daily changes in this portfolio.

Despite the relatively high OCP, currency risk proves to be limited as it includes a range of different currencies, i. e. it shows a significant degree of diver-

sification. Also, fluctuations of individual currencies will not influence the group’s capital adequacy ratios given the closed currency positions at the 

level of the individual banks.

2.4.2 Interest Rate Risk

ProCredit banks engage in maturity transformation only within tightly defined limits. Rather, they seek to ensure that their balance sheet structure is as 

balanced as possible across all maturities. The goal is to match maturity profiles between assets and liabilities (funding matches). If this is not possible 

due to exceptional circumstances, derivatives may be used, but only for hedging purposes.

The Group Interest Rate Risk Management Policy, which was redesigned in 2008, sets limits for all banks on positions in each material operating cur-

rency as well as the overall limit for the group. To monitor interest rate changes, the banks employ a duration gap analysis and capture the economic 

impact of different scenarios regarding yield curve shifts for all material operating currencies. The EUR or USD interest rates frequently used as bench-

marks (Euribor, Libor, Swap or Treasury interest rate curves) typically have only limited impact on our business with customers. Therefore, other market-

relevant interest rates also need to be used.

in ‘000
As at December 31, 2007 EUR USD

Other
currencies

Assets
Cash and cash equivalentsCash and cash equivalents 375,984 104,986 289,517
Loans and advances to banks 158,402 79,349 36,694

Financial instruments at fair value through profit or loss 73,606 4,806 2,037

Avaliable-for-sale financial instruments 753 10,010 66,126

Loans and advances to customers 1,162,360 745,617 836,216

of which: indexed to EUR / USD 122,658 162,745 0

Intangible assets 22,845 834 6,679

Property, plant and equipment 15,543 13,410 96,271

Tax assets 1,398 1,372 7,754

Other assets 11,189 9,480 13,540

Total assets 1,822,080 969,866 1,354,835
Open forward position (assets) 108,612 8,340 6,321
Liabilities
Liabilities to banks 144,583 94,474 83,932

Financial liabilities at fair value throught profit or loss 0 112 –10

Liabilities to customers 1,130,636 487,945 870,411

of which: indexed to EUR / USD 23,350 73,015 0

Liaibilities to international financial institutions 310,908 208,899 14,492

Debt securities 292,859 24,934 57,995

Tax liabilities 2,449 1,409 3,968

Provisions 2,363 1,209 5,440

Other liabilities 11,828 8,634 11,417

Subordinated debt 22,474 20,224 0

Total liabilities 1,918,099 847,840 1,047,645
Open forward position (liabilities) 20,386 53,025 63,506

Net position –7,793 77,341 250,005

Credit commitments 28,840 4,828 47,782

in ‘000 EUR
As at December 31, 2008

95 %
confidence

99 %
confidence

Maximum loss (VaR) –2,749 –3,868

Average loss in case confidence interval is exceeded –3,363 –3,958
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Each bank’s interest rate risk position is monitored by the individual bank’s ALCO. In addition, all banks report their positions to the holding company at 

least on a quarterly basis. If there are deviations from the group’s limits for interest rate risk, Group Risk Management and Group Treasury support local 

entities in the identification of appropriate measures to reduce the positions in question.

in ‘000 EUR More
than

5 years

Non-
interest 
bearing

Remaining maturities
As at December 31, 2008

Up to 1
month

1–3
months

3–12
months

1–2
years

2–5
years Total

Assets
Cash and cash equivalents 305,023 3,300 7,233 250 0 0 406,714 722,520

Loans and advances to banks 357,270 10,969 12,712 0 0 278 58,156 439,385

Financial assets at fair value through profit or loss 14,762 14,125 1,742 3,037 4,832 0 479 38,976

Loans and advances to customers 288,281 335,800 1,020,340 722,509 695,543 181,911 37,361 3,281,744

Available-for-sale financial assets 5,399 20,945 14,591 168 1,004 1,066 1,453 44,627

Tax assets 0 1,571 99 0 0 0 12,324 13,993

Other assets 269 0 12 36 9 1,701 39,927 41,956

Total assets 971,004 386,711 1,056,728 726,000 701,387 184,956 556,415 4,583,200
Liabilities
Liabilities to banks 68,730 40,459 100,649 54,632 42,777 1 16,964 324,212

Financial liabilities at fair value through profit or loss 738 1 199 –27 198 0 278 1,387

Liabilities to customers 753,210 451,972 774,587 124,776 111,458 4,344 535,416 2,755,764

Liabilities to international financial institutions 305,619 105,385 170,453 46,708 130,827 62,248 23,066 844,305

Debt securities 9,821 24,292 29,463 29,173 106,054 108,598 12,762 320,162

Tax liabilities 0 0 852 0 0 0 6,735 7,587

Provisions 4 13 35 0 0 0 10,238 10,292

Other liabilities 0 0 0 0 0 0 27,075 27,075

Subordinated debt 0 3,791 5,000 2,045 28,041 26,356 951 66,184

Hybrid capital 0 0 0 0 0 40,000 148 40,148

Total liabilities 1,138,121 625,913 1,081,237 257,308 419,355 241,547 633,634 4,397,116

Open position –167,118 –239,203 –24,509 468,693 282,032 –56,591

in ‘000 EUR More
than

5 years

Non-
interest 
bearing

Remaining maturities
As at December 31, 2007

Up to 1
month

1–3
months

3–12
months

1–2
years

2–5
years Total

Assets
Cash and cash equivalents 297,212 12,406 6,454 311 0 0 454,104 770,487

Loans and advances to banks 201,481 32,747 15,088 918 0 116 24,095 274,445

Financial assets at fair value through profit or loss 29,644 45,462 1,034 907 2,527 0 876 80,450

Loans and advances to customers 393,842 259,464 845,720 534,463 565,072 128,675 16,958 2,744,193

Available-for-sale financial assets 14,874 19,903 35,218 4,802 834 2 1,257 76,889

Tax assets 60 0 0 0 0 0 10,464 10,524

Other assets 0 0 0 0 0 0 34,209 34,209

Total assets 937,113 369,982 903,514 541,401 568,433 128,792 541,963 3,991,198
Liabilities
Liabilities to banks 138,873 8,474 71,584 9,735 84,884 4,981 4,459 322,989

Financial liabilities at fair value through profit or loss 1 0 0 0 104 0 –3 102

Liabilities to customers 864,317 315,767 661,392 155,476 110,635 25,854 355,550 2,488,992

Liabilities to international financial institutions 90,691 68,297 178,636 39,162 92,789 48,861 15,864 534,298

Debt securities 1,183 1,309 59,854 41,084 194,902 70,000 7,456 375,788

Tax liabilities 0 1 0 0 0 0 7,825 7,826

Provisions 0 0 0 0 0 0 9,012 9,012

Other liabilities 0 0 0 0 0 0 31,879 31,880

Subordinated debt 612 0 4,420 204 3,223 33,548 691 42,698

Total liabilities 1,095,677 393,847 975,886 245,660 486,537 183,243 432,734 3,813,584

Open position –158,564 –23,865 –72,371 295,740 81,896 –54,451
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It should be noted that derivative instruments to manage interest risk are often not available in the group’s countries of operation, particularly for local 

currencies. Therefore, decisions to adjust the interest rate position mostly involve direct business decisions, e. g. the offering of variable instead of fixed 

rate customer loans or attracting international funding at either fixed or floating interest rates. This increases the reaction time of the individual banks.

Nevertheless, the ProCredit group considers the risk incurred to be very limited. On the one hand, the interest rate margins with which most ProCredit 

banks operate still serve as a reasonable buffer capable of absorbing interest rate shocks to some degree. On the other hand, the loan portfolio risks 

associated with interest rate fluctuations are limited through interest rate adjustment clauses in many of the agreements governing long-term loans.

In quantitative terms, we currently limit the risks associated with interest rate fluctuations by stipulating that the modified duration gap of the assets 

and liabilities should be less than 1 (and greater than –1) while aiming at a modified duration gap of 0. As of December, due to specific circumstances, 

slight deviations in three countries had been approved by the Group Risk Management Committee.

In addition, the interest rate risk exposure of a bank, as expressed in EUR by applying an appropriate interest rate shock (+ / – 200 bps or + / – 500 bps 

for countries with an interest rate level above 25 %), may not exceed 5 % of the bank’s regulatory capital per currency, and 10 % of its regulatory capital 

for all currencies. An additional stress scenario is calculated by increasing the interest shock by 50 % in all currency areas. Under no circumstances may a 

parallel shift in the yield curve by 200 basis points lead to a loss of more than 20 % of the regulatory capital (Basel interest rate shock). As of the balance 

sheet date, all banks were in compliance with these limits. The described scenario analysis shows the following figures as of December 2008:

2.5 Operational Risk

Operational risk is recognised as an important risk factor for the ProCredit group, given that the group relies on a high degree of decentralised process-

ing and decision-making. In line with Basel II, we define operational risks as the risk of loss resulting from inadequate or failed internal processes, peo-

ple and systems and / or external events. This category includes all “event risks” in the areas of personnel, processes, and information technology. To fur-

ther expand the processes for managing operational risks, a new Operational Risk Policy was developed in 2008. The principles outlined in this docu-

ment have been designed to effectively manage the group’s operational risk exposure and that of each bank, and they are in compliance with the Basel 

II requirements for the “standard approach” (as outlined in Section 276 of the German Ordinance on Solvency [SolvV]). The policy will be fully imple-

mented in all institutions of the ProCredit group in the course of 2009.

The overall objectives of the ProCredit group’s approach to the management of operational risks are:

- to understand the drivers of the group’s operational risks;

- to be able to identify critical issues as early as possible;

- to avoid losses caused by operational risks; and

- to ensure efficient use of the group’s capital.

As a first step in the implementation of the new Operational Risk Management Policy, in 2008 an Operational Risk Assessment was executed and a Risk 

Event Database was created in all institutions. Both tools were implemented in compliance with the requirements of the standard approach for the 

management of operational risks as defined by Basel II. Special seminars were held on a regional basis to ensure that the risk managers at all banks were 

properly trained in the use of these tools, and that they provided appropriate reporting on operational risks to bank managers on a regular basis.

Also, an enhanced standard for a New Risk Approval (NRA) process was designed and implementation was begun. This process has been designed with 

the aim of ensuring that any material change in processes, products or instruments is verified and approved before being implemented in practice. The 

risk management department is involved in any NRA process.

As in past periods, the banks’ managers and risk management staff assessed Operational Key Risk Indicators for all important areas to ensure that any 

unusual developments were identified at an early stage. These indicators are continuously refined and improved to make sure that changes in the oper-

ating environment can be addressed in a timely manner.

in ‘000 EUR Impact on profit and loss
(equals impact on equity)

Worst case scenario Stress scenario
Region + / –2 % or + / –5 % + / –3 % or + / –7.5 %

Eastern Europe –11,178 –16,767

Latin America –4,864 –7,297

Africa –641 –962

Group* –24,228 –36,342

* Group additionally includes ProCredit Holding
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The selection and development of staff are crucial factors for ProCredit’s success. To enhance the professional standards of the ProCredit banks, we con-

tinue to make use of local training facilities, regional academies and the international ProCredit Academy in Fürth, Germany. Training programmes for 

candidates for management positions include segments focusing explicitly on risk management.

In assessments, the following categories of operational risk are targeted specifically:

People Risks• 

– each bank seeks to avoid key person dependencies and enforces a two-weeks consecutive leave policy

–  staff training has a very high priority in the group and ensures continuous development of staff members’ personal attitude and commitment and 

their professional skills

IT Risks:• 

– group-wide standards have been established for the banks’ disaster recovery plans

–  all except two of the banks in the group use the same standard core banking software; all systems have been developed, and are maintained, in 

accordance with international quality standards

– the main banks in the group have hired information security officers to focus on IT-related risks

Legal Risks:• 

– suitable legal resources are employed to deal with legal matters (internal legal staff and / or external legal counsel)

– the legal function is involved whenever appropriate (e. g. NRA process, all legal issues)

Compliance and Regulatory Risk• 

–  all banks ensure the identification of new regulations or updates on the interpretation of regulations and covenants agreed with financing 

 institutions in a timely manner. This function is typically hosted in the legal or the compliance department.

Fraud Risk and AML Risk• 

–  new policies and risk assessments have been designed for the areas of AML and fraud prevention based on the German standards. Implementation 

of these policies will be completed during 2009 across all institutions

– The following significant cases were observed in 2008:

  - an attempted robbery of the main safe of our bank in Congo, with no major damage caused;

  -  a few minor fraud cases (e. g. fake credit card transactions), none of them exceeding an involved value of more than EUR 10,000.

Reputational Risk• 

–  Any extraordinary mentions (whether positive or negative) are reported to the local management board and to the local risk management depart-

ment to decide on possible responses by the banks affected.

External Risk Factors• 

–  external risk events such as a natural disaster that damages a firm’s physical assets as well as electrical or telecommunications failures that dis-

rupt business are analysed by risk managers. The following are three examples of such risks that were observed in 2008:

 -  a large fire that broke out at the Mercado Oriental in Nicaragua, on August 1, 2008 (estimated net amount of about EUR 300 thousand, 

with effects on the ability of some clients to repay their loans.)

 -  the war between Russia and Georgia in August 2008, which affected loan portfolio quality at branches in the Gori region and on the Black 

Sea coast (estimated net about EUR 500 thousand).

 -  during the month of July 2008, a group of producers and merchants from Las Segovias (northern Nicaragua) decided to not pay back their 

debts. Many of them were clients of ProCredit. This “movement” gained strength due to support given by the Nicaraguan president in var-

ious public speeches. This risk event led to increased arrears rates and write-offs.

While processes designed explicitly to deal with these various types of operational risks have been in place in many banks for a long time, they will be 

formally standardised in the coming year to increase the efficiency of the measures taken in all institutions; another goal here will be to ensure that all 

banks comply with similar standards, all of which are in line with the relevant German regulations.

As of December 2008, no significant legal proceedings were pending.
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Fair value of financial instruments(64) 
The following table gives an overview of the carrying amounts and fair values of the financial assets and liabilities according to the classes of financial 

instruments, defined in accordance with the business of the group.

For the fair value measurement of financial instruments which are carried at fair value, see notes (8) and (12). For all other classes of financial instru-

ments, fair values could not be determined via reference to a market quotation. However, the applied discount rates are observable current market rates. 

The determination of those fair values is explained in the following:

The fair value of claims and term deposits at variable rates of interest is identical to their carrying amounts. The fair value of claims and liabilities at 

fixed rates of interest was determined using the discounted cash flow method, using money market interest rates for financial instruments with similar 

default risks and similar remaining terms to maturity.

The estimated fair value of the receivables corresponds to the discounted amount of the estimated expected future cash flows, i. e. net of allowance for 

impairment. The expected cash flows are discounted to fair value at the current market interest rates of the respective markets.

Pledged assets(65) 

The major part of the item consist of assets which were pledged against funds at market rates which our banks in El Salvador and Nicaragua obtained 

from international financial institutions and national second tier banks specifically for the purpose of onlending.

Contingent liabilities and commitments(66) 

in ‘000 EUR Carrying value Fair value Carrying value Fair value
Financial assets 2008 2007
Cash 722,520 722,520 770,487 770,487

Financial assets at fair value through profit or loss 38,976 38,976 80,450 80,450

Available-for-sale financial assets 44,627 44,627 76,889 76,889

Loans and advances to banks 439,385 435,913 274,445 273,158

Loans and advances to customers 3,281,744 3,254,456 2,744,309 2,735,563

Total 4,527,252 4,496,492 3,946,580 3,936,547

Financial liabilities
Liabilities to banks 324,212 324,222 322,989 321,437

Liabilities to customers 2,755,764 2,776,142 2,488,992 2,488,937

Liabilities to International Financial Institutions 844,305 852,402 534,298 512,927

Debt securities 320,162 333,336 375,788 360,711

Subordinated debt 66,184 59,619 42,698 40,723

Hybrid capital 40,148 40,148 0 0

Total 4,310,627 4,345,720 3,764,765 3,724,735

Pledged asset Related liability Pledged asset Related liability
in ‘000 EUR 2008 2007
Loans and advances to banks 4,979 5,207 12,993 10,650

Other financial assets at fair value through profit or loss 0 0 0 0

Available-for-sale financial assets 0 0 575 0

Loans and advances to customers 56,820 48,323 37,884 37,669

Others 0 0 0 0

Total 61,799 53,530 51,451 48,319

in ‘000 EUR 2008 2007
Guarantees and stand-by letters of credit 139,749 104,814

Documentary and commercial letters of credit 2,828 6,164

Commitments to extend credit:

Original term to maturity of one year or less 118,465 79,028

Original term to maturity of more than one year 7,145 3,693

Others 43,491 38,527

Total 311,678 232,226
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The above table discloses the nominal principal amounts of contingent liabilities, commitments and guarantees, i. e. the amounts at risk, should con-

tracts be fully drawn upon and clients default. We expect that a significant portion of guarantees and commitments will expire without being drawn 

upon; therefore the total of the contractual amounts is not representative of future liquidity requirements. An estimate of amount and timing of out-

flow is not practicable.

Grants(67) 
Under a contract dated November 20, 2006, ProCredit Holding had received an advance payment of USD 5.6 million by the end of the reporting period 

on a grant in a total amount of USD 9.0 million from the Bill & Melinda Gates Foundation, USA. The funds have been committed mainly for expansion 

into rural areas in Africa over five years. By the end of the reporting period, USD 4.4 million of these funds had been used.

In addition, there are other liabilities disclosed under this item with a total amount of EUR 1.4 million. Of this amount, EUR 0.1 million will be booked to 

the income statement as depreciation of property, plant and equipment in the coming years and the remaining amount will be used for training.
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Investment in subsidiaries(68) 
Subsidiaries / consolidated entities included in the consolidated financial statements are as follows:

Name of institution Address

Share capital 
incl. capital 

reserves 
(‘000 EUR)

Retained 
earnings and 

other reserves 
(‘000 EUR)

Profit /
loss for

the year 
(‘000 EUR)

Share
in %

1 ProCredit Academy GmbH,
Germany

Hammelbacher Str. 2, D-64658 Fürth / Weschnitz 100 29 59 100.0

2 ProCredit Bank, Albania Rruga Sami Frashëri, Tirana 15,823 4,413 2,620 80.0

3 ProCredit Bank, Armenia 31, Moskovyan Street, Building 99, Yerevan 0002 13,718 –210 –762 67.5

4 Banco Los Andes ProCredit,
Bolivia

Av. Cristo Redentor 3730, Santa Cruz 27,151 2,087 6,171 99.9

5 ProCredit Bank, Bosnia Emerika Bluma 8, 71 000 Sarajevo 18,279 4,926 –384 92.4

6 ProCredit Bank, Bulgaria 131, Hristo Botev Blvd., Sofia 1233 38,091 5,782 6,991 80.3

7 ProCredit Services, Colombia Av. Calle 39 N. 13 A-16, Bogotá 2,107 –1,053 941 99.9

8 Banco ProCredit, Colombia Av. Calle 39 N. 13 A-16, Bogotá 20,839 –1,450 –3,501 90.2

9 ProCredit Bank, DR Congo Av. des Aviateurs 4B, Kinshasa / Gombe 3,902 901 610 61.0

10 ProCredit AG i.Gr., Germany Solmsstraße 18, D-60486 Frankfurt 25,000 0 2 100.0

11 Banco ProCredit, Ecuador Av. Amazonas y Atahualpa, esquina, Quito 21,392 540 4,658 93.3

12 Banco ProCredit, El Salvador Boulevard Constitución y 1a Calle Poniente
No. 3538 (Colonia Escalón), San Salvador

13,624 5,011 1,483 99.6

13 ProCredit Bank, Georgia 154 D. Agmashenebeli Ave., 0112 Tbilisi 30,349 3,290 6,240 93.9

14 ProCredit Savings and Loans
Company Ltd, Ghana

Property No. B28A, Airport City, P.O. Box NT 328,
New Town, Accra

6,781 –445 608 94.5

15 Banco ProCredit, Honduras Colonia Florencia, Blvd. Suyapa 3730, Edificio ProCredit, 
Tegucigalpa M.D.C.

14,044 –1,035 –3,674 84.6

16 ProCredit Bank, Kosovo "Mother Tereze" Boulevard No. 16, 10 000 Prishtina 18,561 12,610 18,970 83.3

17 ProCredit Bank, Macedonia Bul. Jane Sandanski 109a, 1000 Skopje 10,000 3,327 2,019 87.5

18 ProCredit, Mexico Av. Niños Héroes No. 1816, Col. Moderna, Guadalajara, 
Jalisco

16,133 –2,443 –3,719 89.4

19 ProCredit, Moldova 65, Stefan cel Mare Ave., Office 900, Chisinau 762 1,107 281 100.0

20 ProCredit Bank, Moldova 65, Stefan cel Mare Ave., Office 901, Chisinau 8,792 907 –1,924 91.7

21 Banco ProCredit, Mozambique Av. Zedequias Manganhela No 267, Jat IV, 6th floor 
right, Maputo

4,409 798 –273 85.5

22 Banco ProCredit, Nicaragua Rotonda Güegüense, 75 vrs. al sur, Managua 11,965 487 1,223 84.8

23 ProCredit Company B.V.,
The Netherlands

Fred. Roeskestraat 123, 1076 EE Amsterdam 0 0 –7 n / a

24 ProCredit Bank, Romania 62–64 Buzesti Strada, Sector 1, 011017 Bucharest 27,847 –1,360 –1,970 59.1

25 ProCredit Bank, Serbia Milutina Milankovica 17, Belgrade 80,786 1,740 7,572 83.3

26 ProCredit Company B.V.II,
The Netherlands

Fred. Roeskestraat 123, 1076 EE Amsterdam 18 0 0 n / a

27 ProCredit Bank, Sierra Leone 11, Rawdon Street, P.O. Box 1288, Freetown 4,239 –220 –517 79.3

28 ProCredit Bank, Ukraine 107a Peremogy Ave., Kyiv 03115 21,763 –3,275 –2,575 60.0

29 ProCredit Capital Funding LLC,
USA

c / o FFI-Frontier Finance International, Inc., 
1821 18th Street, N.W., Washington, D.C. 2009

2 0 0 100.0

30 ProCredit Capital Funding Trust,
USA

c / o FFI-Frontier Finance International, Inc., 
1821 18th Street, N.W., Washington, D.C. 2009

1 0 0 100.0
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Related party transactions(69) 
The ultimate parent company of the group is ProCredit Holding AG. The group’s related parties include the parent, fellow subsidiaries, key management 

personnel, close family members of key management personnel and entities which are controlled or significantly influenced by key management per-

sonnel or their close family members.

Transactions of ProCredit Holding AG with its subsidiaries
According to the group’s strategy, the holding company acts as an additional provider of funds (including subordinated debt) for its subsidiaries. Addi-

tionally, ProCredit Holding AG issues guarantees to third parties on behalf of its subsidiaries. The issued guarantees serve to secure the main liability out-

standing to the institutions in question against default on interest payments, and all related costs.

All transactions with subsidiaries are performed substantially on the same terms, including interest rates and security, as for transactions of a similar 

nature with third party counterparts.

Net income of the holding company from transactions with its subsidiaries

Outstanding balances of the holding company with its subsidiaries
(as at year end)

Transactions with key management personnel, their close family members and entities which are controlled by them
IPC GmbH, Frankfurt, Germany, is a shareholder of ProCredit Holding AG. Quipu GmbH, Ritterhude, Germany, is the group’s IT provider. Both qualify as 

related parties under the terms of IAS 24.

IPC GmbH, Frankfurt, Germany, is a consulting firm specialised in consultancy and institution-building services for microfinance banks, providing ser-

vices for several group companies on the local level.

Quipu GmbH is the dedicated IT provider for the group and provides IT systems and related services to the majority of the group’s entities. Additionally, 

it operates a processing centre which 11 banks are using to support their credit and debit card business.

Net income derived from transactions with key management personnel, their close family members and entities which are 
controlled by them

in ‘000 EUR
2008 2007

Income 34,361 36,026

Expense 1,066 137

Net income 33,295 35,890

in ‘000 EUR
Assets 2008 2007
Loans and advances to banks 268,596 224,951

Financial assets at fair value through profit or loss 518 143

Other Assets 28,280 5,564

Liabilities
Liabilities to banks 76,341 4,067

Off-balance sheet positions
Guarantees 16,000 3,566

in ‘000 EUR
2008 2007

Income 381 256

Expense 8,892 13,303

Net income –8,511 –13,047
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Outstanding balances of the group to key management personnel, their close family members and entities which are 
 controlled by them
(as at year end)

The transactions leading to the above balances were made in the ordinary course of business and on substantially the same terms as for comparable 

transactions with entities or persons of a similar standing or, where applicable, with other employees. The transactions did not involve more than the 

normal risk of payment defaults nor did they comprise other unfavourable features.

Management compensation(70) 
During the reporting period, total compensation paid to the management of ProCredit Holding AG amounted to:

The 2007 figure included a one-off payment.

The members of the Supervisory Board do not receive any compensation from ProCredit Holding AG.

Average number of employees(71) 

in ‘000 EUR
Assets 2008 2007
Loans and advances to customers 0 235

Financial assets available for sale 758 726

Other assets 329 20

Liabilities
Liabilities to customers 93 124

Other liabilities 297 4,708

in '000 EUR 2008 2007
Total 425 2,065
of which, for short-term benefits 339 2,039

of which, for pensions 86 26

2008 2007
Average At year end Average At year end

in Germany 134 146 61 111

in Eastern Europe 12,892 13,572 10,247 11,049

in Latin America 5,342 5,866 3,947 4,390

in Africa 1,633 1,823 1,138 1,326

Total 20,001 21,407 15,393 16,876
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Exchange rates(72) 
For the consolidated balance sheet and the consolidated income statement the following exchange rates were applied.

Address and general information(73) 
ProCredit Holding AG is a stock corporation and is incorporated and domiciled in Germany. The address of its registered office is as follows: Kirschwald-

strasse 19, 60435 Frankfurt, Germany

Frankfurt, April 24, 2009

(amount of foreign currency for 1 EUR) 2008 2007

Currency code Country
At balance
sheet date

Average
for the year

At balance
sheet date

Average
for the year

ALL Albania 123.7400 122.2370 121.7800 123.6100

AMD Armenia 429.1860 448.7250 446.9600 463.9000

BAM Bosnia 1.9558 1.9558 1.9558 1.9558

BGN Bulgaria 1.9558 1.9558 1.9558 1.9558

COP Colombia 3,143.5148 2,872.3893 2,961.2943 2,960.4712

GEL Georgia 2.3270 2.1816 2.3315 2.2862

GHS Ghana 1.7794 1.5793 1.4145 1.3628

HNL Honduras 26.4152 27.7872 27.8227 26.0767

MKD Macedonia 61.5800 61.1739 61.2016 61.1838

MXN Mexico 19.2576 16.3078 16.0691 14.9684

MDL Moldova 14.5392 15.1754 16.6437 16.5986

MZN Mozambique 35.0898 35.1569 35.0000 35.4992

NIO Nicaragua 27.6105 28.4087 27.7647 25.7081

RON Romania 4.0194 3.6787 3.6102 3.3206

RSD Serbia 89.4720 81.3612 79.2362 80.0023

SLL Sierra Leone 4,235.9400 4,344.2689 4,305.0000 4,070.0000

UAH Ukraine 11.2539 7.6680 7.4195 6.9176

USD USA 1.3980 1.4711 1.4721 1.3702

Helen Alexander

Member of

Management Board

Dr. Gabriel Schor

Member of

Management Board

Dr. Anja Lepp

Member of

Management Board
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A
➜ Allowance for impairment losses on loans and ad-
vances to customers: Loan loss provisions set aside in 
order to absorb current losses from the non-repayment 
of loans. Provisioning is calculated on the basis of a 
classification of the loan portfolio into three categories: 
1) Specific impairment (loans > EUR 50,000 with signs of 
impairment), 2) Allowance for individually insignificant 
impaired loans (loans < EUR 50,000, overdue > 7 days), 
3) Allowance for collectively assessed loans (provisions 
for all unimpaired loans).

C
➜ Capital adequacy ratio: Calculated as the ratio of a 
bank’s equity components (➜ Tier 1 and ➜ Tier 2) to its 
risk-weighted assets. This ratio is used as a measurement 
of a bank’s capital position in respect of its exposures to 
credit risk and operational risk. National regulators track 
a bank’s capital adequacy ratio to ensure that its capital 
cover remains above the minimum required to absorb a 
reasonable amount of loss.
➜ Cash fl ow: Inflows and outflows of cash and cash 
equivalents generated by a company’s operations in a 
given period.
➜ Cost-income ratio: Measure of a company’s cost 
efficiency which sets operating expenses in relation to 
operating income before provisioning.

D
➜ Default risk: The possibility that counterparties in a 
financial transaction will not be able to repay the prin-
cipal and interest on a timely basis or comply with other 
conditions of an obligation or an agreement, causing a 
financial loss to the creditor.

E
➜ Effective interest method: A method of calculat-
ing the amortised cost of a financial asset or liability 
and of allocating the interest income or expense over 
the relevant period. The effective interest rate is defined 
as the rate that exactly discounts the expected stream 
of future cash flows through the expected life of the 
financial instrument to the current net carrying amount 
of the financial asset or liability.

F
➜ Fair value: Amount for which an asset could be 
exchanged or a liability settled between knowledgeable, 
willing parties in an arm’s length transaction.

G
➜ Goodwill: Goodwill represents the excess of the cost of 
an acquisition over the fair value of the group’s share of 
the net identifiable assets of the acquired subsidiary at the 
date of acquisition. Goodwill on acquisitions of subsidiaries 
is included in “intangible assets”.

I
➜ Impairment of non-fi nancial assets: Non-financial 
assets that have an indefinite useful life are not depre-
ciated on a scheduled basis but are tested annually for 
impairment.
➜ Interest rate risk: The risk that movements in mar-
ket interest rates will adversely affect the bank’s interest 
earnings and capital. The movements may generally result 
in changes in the fair value of already contracted interest 
rate-sensitive assets and liabilities of the bank, affecting 
the economic value of the bank’s equity, and in changes in 
the bank’s net interest margin, affecting the bank’s future 
interest earnings. Interest rate risk is managed using matu-
rity gap and duration analysis.
➜ Interest margin: The difference between the interest 
income earned by a financial institution and the amount 
of interest expenses in relation to total assets.
➜ International Financial Reporting Standards (IFRS):
Standards published by the International Accounting 
Standards Board (IASB). The IFRS as applied in the financial 
statements are endorsed by the European Union.

L
➜ Liquidity risk: The risk that a bank will not be able to 
meet its payment obligations on time without incurring 
high financial losses. The potential risk arises from the 
possibility that refinancing might only be achieved at 
very disadvantageous conditions or that it will be entirely 
impossible due to the complete absence of a market or 
buyers.

Glossary
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M
➜ Market risk: The risk that the value of an investment 
will decrease due to moves in diverse market factors. The 
ProCredit group defines market risk as interest rate risk 
and currency risk.
➜ Modifi ed Duration Gap (MDG): This number 
expresses the decrease in % of the value of the bank’s 
equity in a specified currency in the event of a rise in the 
corresponding interest rate by 1 percentage point (see 
also: interest rate risk).

O
➜ Open currency position: The difference, expressed in 
euros, between all assets held and all liabilities incurred 
in a foreign (non-euro) currency.
➜ Operational risk: Operational risk comprises process 
risks (e.g. risk of internal fraud or money laundering) and 
compliance risks. The ProCredit group seeks to control 
operational risk by consistent application of the “four 
eyes” principle and “know-your-customer” policies. 
Operational risk also refers to IT security issues and 
business continuity plans, including the impact of staff 
turnover.

P
➜ Portfolio at risk (PAR): That portion of the loan 
portfolio for which payments (typically instalments 
composed of a principal repayment and an interest pay-
ment) have not been fully made on time and continue 
to be delayed for a period of more than 30 days. Even if 
only a fraction of one instalment is overdue (“in arrears”), 
both the full amount of principal still outstanding under 
this loan contract and all other loans disbursed to this 
customer are considered to be “at risk”.

R
➜ Return on equity (ROE): Return on the average eq-
uity, excluding minority interests, attributable to the 
shareholders of ProCredit. This is calculated by setting 
net income (profit), attributable to the group, in relation 
to the average balance sheet equity, defined as (equity 
at the end of the period + equity at the beginning of 
the period) /2.

S
➜ Securitisation: An off-balance sheet refinancing 
technique which consists in selecting assets (such as 
loans, mortgages, credit card debt, etc.) based on the 
quality of their collateral or level of risk, converting 
those assets into negotiable securities and redistributing 
them to investors.
➜ Special purpose vehicle (SPV): A SPV is a separate 
legal entity created specifically to handle a venture on 
behalf of a company.  All SPVs connected to the group 
are consolidated by ProCredit Holding because  ProCredit 
Holding primarily bears the risks and the rewards for 
these companies.

T
➜ Tier 1 (core capital): Tier 1 includes ordinary share 
capital, capital and legal reserves, retained earnings and 
minority interests, less goodwill and other intangibles.
➜ Tier 2 (supplementary capital): Tier 2 includes 
subordinated loans, preference shares and general 
 provisions.

V
➜ Value-at-risk (VaR): Value-at-risk is a method 
of quantifying risk. The VaR expresses the maximum 
expected loss, i.e. the level of loss that will not be ex-
ceeded with a probability defined as the confidence  level 
within a given time period. For instance: a portfolio’s 
market value today is known, but its value tomorrow is 
not. A 1-day VaR of EUR 1 million at a confidence level 
of 95% means that with a likelihood of 95% the value 
of the portfolio will not decrease by more than EUR 1 
million during 1 day.

Y
➜ Yield curve: A graphical depiction of the relation 
between the interest rates (cost of borrowing) and the 
time to maturity of a debt for a given risk category in a 
given currency.
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Eastern Europe

Name of Institution Highlights* Head Office Address

Founded in 2004
7 branches
8,254 loans / USD 21.7 million in loans
84,227 deposit accounts / USD 93.9 million
314 employees

Founded in July 2002
18 branches
18,399 loans / USD 20.8 million in loans
160,278 deposit accounts / USD 22.9 million
599 employees

Founded in December 2000
19 branches 
29,497 loans / USD 28.9 million in loans
140,640 deposit accounts / USD 29.0 million   
691 employees

Founded in September 2006
3 branches
3,473 loans / USD 5.7 million in loans
18,512 deposit accounts / USD 3.5 million
219 employees

Founded in October 1998
34 branches
40,619 loans / EUR 134.1 million in loans
177,630 deposit accounts / EUR 203.9 million
1,003 employees

Founded in December 2007
Operational since February 2008
4 branches
2,340 loans / EUR 16.7 million in loans
6,592 deposit accounts / EUR 6.7 million
203 employees

Founded in October 1997
44 branches
65,277 loans / EUR 162.9 million in loans
113,096 deposit accounts / EUR 171.5 million
888 employees

Founded in October 2001
87 branches
66,612 loans / EUR 578.9 million in loans
220,023 deposit accounts / EUR 341.9 million
1,955 employees

Founded in May 1999
58 branches
66,083 loans / EUR 221.8 million in loans
364,742 deposit accounts / EUR 126.1 million
1,815 employees

Founded in January 2000
60 branches 
98,366 loans / EUR 439.6 million in loans
402,214 deposit accounts / EUR 570.0 million
1,158 employees

Founded in July 2003
40 branches 
35,493 loans / EUR 129.1 million in loans
129,687 deposit accounts / EUR 127.6 million
791 employees

Founded in December 1999
13 branches 
13,221 loans / EUR 23.5 million in loans
175 employees

ProCredit Bank 
Democratic Republic of 
Congo

ProCredit
Savings and Loans Company 
Ghana

Banco ProCredit
Mozambique

ProCredit Bank
Sierra Leone

ProCredit Bank
Albania

ProCredit Bank
Armenia

ProCredit Bank
Bosnia and Herzegovina

ProCredit Bank
Bulgaria

ProCredit Bank 
Georgia

ProCredit Bank
Kosovo

ProCredit Bank
Macedonia

ProCredit
Moldova

Avenue des Aviateurs 4B
Kinshasa / Gombe
Tel.: +243 89 899 66 00
Fax: +49 69 255 770 42
info@procreditbank.cd
www.procreditbank.cd

Plot No. B28A, Airport City
Airport Residential Area,
Opposite Silver Star Tower
P.O. Box NT 328, New Town, Accra
Tel.: +233 21 775 830 / 46 / 809
info@procredit.com.gh
www.procredit.com.gh

Av. Zedequias Manganhela No. 267
Jat IV, 6th floor right, Maputo
Tel. / Fax: +258 21 313 344 / 345
info@bancoprocredit.co.mz
www.bancoprocredit.co.mz

11, Rawdon Street
P.O. Box 1288, Freetown
Tel.: + 232 33 842 911
info@procreditbank-sl.com

Rruga Sami Frasheri
Tirana
Tel. / Fax: +355 4 2 271 272 / 276
info@procreditbank.com.al
www.procreditbank.com.al

31, Moskovyan Str.
Building 99
Yerevan 0002
Tel. / Fax: + 374 10 514 860 / 853
info@procreditbank.am
www.procreditbank.am 

Emerika Bluma 8
71000 Sarajevo
Tel. / Fax: +387 33 250 950 / 250 971
info@procreditbank.ba 
www.procreditbank.ba

131, Hristo Botev Blvd. 
Sofia 1233
Tel. / Fax: +359 2 813 51 00 / 51 10
contact@procreditbank.bg
www.procreditbank.bg

154 D. Agmashenebeli Ave. 
0112 Tbilisi
Tel. / Fax: +995 32 20 2222 / 24 3753
info@procreditbank.ge
www.procreditbank.ge

“Mother Tereze” Boulevard No. 16 
10 000 Prishtina
Tel. / Fax: +381 38 555 777 / 248 777
info@procreditbank-kos.com
www.procreditbank-kos.com

Bul. Jane Sandanski 109a 
1000 Skopje
Tel. / Fax: +389 2 321 99 00 / 01
info@procreditbank.com.mk
www.procreditbank.com.mk

65, Stefan cel Mare Ave.
Off. 900, Chisinau
Tel. / Fax: +373 22 836 555 / 273 488
office@procredit.md
www.procredit.md

Contact Addresses134
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Founded in December 2007
Operational since February 2008
17 branches
2,973 loans / EUR 8.7 million in loans
9,226 deposit accounts / EUR 5.1 million
350 employees

Founded in May 2002
40 branches 
41,948 loans / EUR 214.0 million in loans
142,379 deposit accounts / EUR 148.1 million 
1,121 employees

Founded in April 2001 
86 branches 
113,043 loans / EUR 453.3 million in loans
478,745 deposit accounts / EUR 332.3 million 
2,058 employees

Founded in January 2001
74 branches
45,858 loans / EUR 262.6 million in loans 
105,656 deposit accounts / EUR 122.8 million
2,035 employees

Founded in July 1995
(bank since January 2005)
56 branches
125,317 loans / USD 346.1 million in loans
308,720 deposit accounts / USD 307.6 million
1,677 employees

Founded in December 2006
(bank since May 2008)
19 branches
9,303 loans / USD 18.1 million in loans
10,510 deposit accounts / USD 1.8 millon
395 employees

Founded in October 2001
(bank since September 2004)
31 branches
72,079 loans / USD 236.4 million in loans 
164,168 deposit accounts / USD 114.5 million
1,044 employees

Founded in March 1995 
(bank since June 2004)
44 branches
80,644 loans / USD 186.1 million in loans
240,701 deposit accounts / USD 173.0 millon
1,085 employees

Founded in June 2007
(bank since June 2007)
16 branches
9,264 loans / USD 15.2 million in loans
30,386 deposit accounts / USD 15.4 million
410 employees

Founded in November 2006
13 branches
4,960 loans / USD 8.0 million in loans
313 employees

Founded in August 2000
(bank since October 2005)
31 branches
128,029 loans / USD 139.9 million in loans
200,680 deposit accounts / USD 76.9 million
942 employees

ProCredit Bank
Moldova

ProCredit Bank
Romania

ProCredit Bank
Serbia

ProCredit Bank
Ukraine

Banco Los Andes ProCredit
Bolivia

Banco ProCredit 
Colombia

Banco ProCredit 
Ecuador

Banco ProCredit 
El Salvador

Banco ProCredit
Honduras

ProCredit
Mexico

Banco ProCredit
Nicaragua

65, Stefan cel Mare Ave.
Off. 901, Chisinau
Tel. / Fax: +373 22 836 555 / 273 488
office@procreditbank.md
www.procreditbank.md

62-64 Buzesti Str., Sector 1
011017 Bucharest
Tel. / Fax: +40 21 201 6000 / 305 5663
headoffice@procreditbank.ro
www.procreditbank.ro

Milutina Milankovica 17
Belgrade
Tel. / Fax: +381 11 20 77 906 / 905 
info@procreditbank.rs
www.procreditbank.rs

107a Peremogy Ave.
Kyiv 03115
Tel. / Fax: +380 44 590 10 17 / 01
info@procreditbank.com.ua
www.procreditbank.com.ua

Av. Cristo Redentor No. 3730
Santa Cruz
Tel. / Fax: +591 3 341 2901 / 2719
contactanos@losandesprocredit.com.bo
www.losandesprocredit.com.bo

Av. Calle 39 N. 13 A-16
Bogotá
Tel. / Fax: +57 1 595 4040 / 4050
info@bancoprocredit.com.co
www.bancoprocredit.com.co

Av. Amazonas y Atahualpa, esquina, 
Quito
Tel. / Fax: +593 2 600 38 20 / 3819
info@bancoprocredit.com.ec
www.bancoprocredit.com.ec

Boulevard Constitución y 1a. Calle Poniente # 3538 
(Col. Escalón) 
San Salvador
Tel. / Fax: +503 2267 4400 / 4500
info@bancoprocredit.com.sv
www.bancoprocredit.com.sv

Colonia Florencia, Blvd. Suyapa 3730, Edificio ProCredit, 
Tegucigalpa M.D.C.
Tel. / Fax: +504 290 1010 / 1099
procredit@procredit.com.hn
www.procredit.com.hn

Av. Niños Héroes 1816, Col. Moderna
C.P. 44190 Guadalajara, Jalisco
Tel. / Fax: +52 33 3040 2000 / 3615 3141 
procredit@procredit.com.mx

Rotonda Güegüense
75 vrs. al sur
Managua
Tel. / Fax: +505 255 76 76 / 268 16 30
procredit@procredit.com.ni
www.procredit.com.ni

*  The figures in this section have been compiled on the basis of the individual bank’s IFRS statements; they may differ 
from the figures reported in the bank’s local GAAP statements.

Financial data as of: 31.12.2008

Name of Institution Highlights* Head Office Address

Contact Addresses
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ProCredit Holding AG
Kirschwaldstrasse 19
60435 Frankfurt am Main, Germany
Tel. +49-(0)69 - 95 14 37-67
Fax +49-(0)69 - 95 14 37-68
www.procredit-holding.com

© 2009 ProCredit Holding AG
All rights reserved.




