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Measures to strengthen NordLB’s capital position 
This briefing for the attention of the Members of the Banking Union Working Group summarises publically 
available information on Norddeutsche Landesbank (NordLB) regarding (i) its activities, ownership, supervision, 
and recent performance, (ii) the 2018 stress test results and capital position, (iii) the 2012 State Aid decision and 
performance during the restructuring period, (iv) NordLB’s core problem: the shipping portfolio, (v) NordLB’s 
recent attempts to strengthen its capital position, and (vi) the BRRD framework. 
On 2 February 2019, NordLB issued an ad-hoc announcement of price sensitive information that points to 
significant losses amounting to EUR 2.7 billion (after taxes) in 2018 and capital levels that as a result thereof will 
fall below the supervisory minimum level. 
On 2 February 2019, NordLB also issued a press release welcoming the decision of the German Savings Banks 
Association to contribute to a solution for strengthening NordLB’s capital position.  
In 2012, the Commission classified a capital injection by its public owners as State aid. There is no new notification 
on State aid for NordLB in DG COMP’s State Aid Case Register to this day. 

NordLB’s activities, ownership, supervision, and recent performance 

Norddeutsche Landesbank (NordLB) is a universal bank in public ownership that offers financial services to 
private, corporate, institutional and public sector customers. Those services notably comprise structured 
financing for ships and aircraft and international project financing for the energy, infrastructure, industry 
and real estate sectors. NordLB is incorporated under public law, the bank has issued publically traded debt 
securities, but there are no publically traded shares. The NordLB group has in total approximately 6.000 
employees. 

NordLB also assumes the responsibilities of a central bank for savings banks in the federal states of Lower 
Saxony (43 savings banks), Saxony-Anhalt (13 savings banks) and Mecklenburg-Western Pomerania (10 
savings banks), and acts as a development bank in Saxony-Anhalt and Mecklenburg-Western Pomerania. 

The bank's public owners (see graph 1) are the federal states of Lower Saxony, the major shareholder, and 
Saxony-Anhalt, the Savings Banks Association of Lower Saxony, the Holding Association of the Savings 
Banks of Saxony-Anhalt, and the Special Purpose Holding Association of the Savings Banks of Mecklenburg-
Western Pomerania.  

NordLB is directly supervised by the European Central Bank (ECB). As a significant bank under direct 
supervision, Nord LB was subject to the ECB’s Comprehensive Assessment in 2014 that included a stress test 
and an Asset Quality Review (AQR). The AQR is a point-in-time assessment of the accuracy of the carrying 
value of a bank’s assets. That exercise did not identify a capital shortfall in NordLB, but the total AQR 
adjustment required amounted to EUR 872 million (at that time equal to 0.49% of NordLB’s CET1 ratio), the 
majority of which were adjustments related to the shipping portfolio (EUR 774 millionen, equal to 89% of all 
adjustments made). 

 

https://www.nordlb.com/nordlb/investor-relations/investor-information/news/
https://www.nordlb.com/nordlb/press/press-release/nordlb-welcomes-dsgv-model/
http://ec.europa.eu/competition/elojade/isef/index.cfm?clear=1&policy_area_id=3
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/aggregatereportonthecomprehensiveassessment201410.en.pdf?68911b281b9d831540bb474c334437e7
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Graph 1: Ownership structure of NordLB 

 
Source: Annual Review 2017 

NordLB’s interim report for the third quarter 2018 shows total assets of EUR 155 billion (making it the seventh 
largest bank in Germany by assets; in comparison, in 2008 the bank had total assets of EUR 244 billion), a 
transitional CET1 ratio of 11.8%, a Leverage Ratio of 3.5%, a Liquidity Coverage Ratio of 168, a NPL ratio of 
4.0%, and - compared to its balance sheet size - a very modest consolidated profit of EUR 64 million (after 
taxes) for the first three quarters of 2018 (Return-on-Equity ratio 1.6%).  As regards its funding structure, only 
about a third of its liabilities are towards retail clients, and term deposits are higher than deposits on current 
accounts. 

On 2 February, NordLB issued an ad-hoc announcement that points to significant losses in 2018 and 
capital ratio levels below the supervisory minimum: “[…] the management board of the bank has decided to 
create a comprehensive additional risk provision for the entire NPL portfolio for the 2018 financial year, resulting 
in a total risk provision for the 2018 financial year of up to EUR 2.5 billion. Based on the currently available figures 
for the 2018 financial year, this will result in an annual loss for the NORD/LB group of approximately EUR 2.7 
billion after tax. […] The aforementioned loss for the 2018 financial year will have a corresponding effect on the 
capital ratios in such a way that the common equity tier 1 capital ratio will decrease to about 6 to 6.5 % and thus 
the thresholds required by supervisory law will temporarily not be met.” (our emphasis) 

NordLB’s 2018 stress test results and capital position 

On 2 November 2018, the European Banking Authority (EBA) published the results of the 2018 EU-wide 
stress test1, both at entity level for all 48 banks in the sample, as well as in form of a summary.  

The results of that stress test exercise ranked NordLB at the low end:  

• Based on transitional rules, NordLB’s CET1 capital ratio was calculated to fall under the adverse 
scenario to a level of 7.07% until the end of the projected period (2020), putting the bank at the very 
end of all participating banks; only two other banks saw their transitional CET1 ratio likewise fall 
below 8% (namely Société Général: 7.61%, Barclays: 7.28%). In comparison, the average transitional 
CET1 ratio of all 48 banks in the adverse stress test scenario ended up at 10.3%. 

• Based on a “fully loaded approach”, NordLB’s CET1 capital ratio ended up under the adverse scenario 
again at 7.07%, placing it in the middle of a group of seven banks that saw their fully loaded CET1 
ratios fall below 8% (namely Banco de Sabadell: 7.58%, Société Général: 7.61%, Barclays: 6.37%, 
Lloyds: 6.80%; Banco BPM: 6.67%, Unione di Banche Italiane: 7.46%). In comparison, the average fully 
loaded CET1 ratio of all 48 banks in the adverse stress test scenario ended up at 10.1%. 

                                                             
1 The ECB conducted its own stress test in parallel to the EU-wide EBA stress test for those banks that are under its direct supervision, 

but not covered in the EBA sample; those results were, however, not published, neither at entity nor at aggregate level, even 
though they will feed into the Supervisory Review and Evaluation Process. 

https://www.nordlb.com/annual-review/img/eng_pdf/nordlb_annual_review2017.pdf
https://www.nordlb.com/fileadmin/redaktion_en/branchen/investorrelations/geschaeftsberichte/2018/181127_NORD_LB_Einleger_Q3_2018_EN.pdf
https://www.nordlb.com/nordlb/investor-relations/investor-information/news/
https://eba.europa.eu/documents/10180/2419200/2018-EU-wide-stress-test-Results.pdf
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• Moreover, NordLB’s leverage ratios - both on a transitional (1.88%) and a fully loaded basis (1.83%) - 
were also at the very end of all participating banks, making it the only bank in the sample with 
leverage ratios below 2% in the stress test scenario. In comparison, the average fully loaded leverage 
ratio of all 48 banks in the adverse stress test scenario ended up at 4.2%. 

NordLB’s own assessment gives the stress test results a more positive spin, focussing on the difference 
between the actual capital ratio and the ratio in the crisis scenario assumed for 2020 (the “drop rate”), 
emphasising in the related press release that the drop rate of 608 basis points was “an unremarkable result 
when measured against the average for all German banks”2. 

That press release also reveals the bank’s perception as to the relevance of those stress test results for its 
capital position, reflected in the following citation: 

“NORD/LB had already announced last year, therefore, that it regards a Common equity tier 1 capital ratio of 13% 
as the minimum target for its business model. This ratio currently stands at 12.4%. “The Bank therefore continues 
to meet all regulatory requirements by a clear margin. However, this alone is not sufficient to prepare 
NORD/LB for the increasing requirements of the future and for the coming challenges on the markets,” says 
[NordLB’s CEO] Bürkle. “For that reason, we are working very hard with our owners to sustainably strengthen our 
capital base. In this regard the stress test does not give rise to any new insights or an acute need for action, 
but as a further data point, it underlines the necessity of vigorously maintaining the course embarked 
on.” (our emphasis).  

Procedurally, EBA’s stress test results feed into the ECB’s annual Supervisory Review and Evaluation Process 
(SREP) and its determination of the bank’s Pillar 2 capital requirements. The ECB, however, does neither 
disclose individual SREP results nor binding Pillar 2 capital requirements (respectively non-binding Pillar 2 
guidance expectations). For that reason, there are no public sources available that would allow to tell how 
much additional capital NordLB currently has to raise in order to meet supervisory expectations3.  

The State aid decision of 2012 and performance during the restructuring period 
In 2012, the Commission approved aid measures for NordLB in form of a capital increase by EUR 3.3 billion4 
as well as a contingent asset guarantee with a lifetime of ten years on a portfolio of EUR 14.4 billion, judging 
them to be in line with EU state aid rules. 

Those measures were found to be State aid because all of NordLB’s owners were public entities, as set out 
in the Commission’s decision of 2012 (see point 104 in the non-confidential version, with further references 
to previous decisions by the Commission in similar State aid cases): 

“The 2012 recapitalisation measures are granted by the shareholders of NORD/LB. All the shareholders are either 
public entities such as regions or municipalities or are owned by them (the savings banks). The Commission recalls 
that it has already established in its decisional practice that means provided by savings banks associations 
are resources directly or indirectly controlled by public authorities [footnote]. As all the shareholders of 
NORD/LB are thus either directly or indirectly attributable to the State [footnote], the Commission concludes that 
the measures stem from State resources.” (our emphasis).  

When the Commission approved the State aid measures, it concluded that NordLB’s restructuring plan - 
intended to shift the bank’s business mix towards more stable business segments - would ensure that 
NordLB will become viable again and that by the end of the restructuring period (i.e. 31 December 2016) the 
bank would achieve an appropriate return on equity. 

                                                             
2 In comparison, the average drop rate for the whole EBA sample of 48 banks was 410 basis points. 
3 NordLB’s Group Annual Report 2017 discloses (p. 56) the ECB’s Pillar 2 requirement for 2017, which at that time was an additional 

2.25% of CET1 capital, resulting in a total CET1 requirement of 8.34% (minimum capital ratio pursuant to CRR of 4.5 % plus 
additional Pillar 2 requirement of2.25% plus combined capital buffer requirement of 1.59%). 

4 That amount comprises both the injection of fresh capital as well as the conversion of existing “silent participations” that no longer 
fulfilled the loss-absorption requirements for CET1 capital. 

https://www.nordlb.com/nordlb/press/press-release/stress-test-confirms-the-capital-strengthening-programme-of-nordlb-and-its-owners/
http://ec.europa.eu/competition/state_aid/cases/243733/243733_1423719_237_2.pdf
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The actual results were different: According to its 2016 Group Annual Report NordLB showed a loss of EUR 
1.96 billion and a negative return on equity of -24.5% at the end of the restructuring period. The CEO of 
NordLB, Thomas Bürkle, commented on the significant loss by saying that the bank could deal with the loss 
on its own, would not seek help of its owners to absorb it, and  would –  apart from ship financing – remain 
a profitable bank that is sufficiently capitalised. 

During the restructuring period, in September 2016, NordLB notably also took full control5 of its smaller peer 
Bremer Landesbank (with a balance sheet size of approximately EUR 30 billion), of which it already owned a 
55% stake. Bremer Landesbank was likewise struggling under its portfolio of shipping loans and, after having 
made the required provisioning, reported a net loss of EUR 400 million in its Interim Financial Report of June 
2016. 

NordLB’s core problem: the shipping portfolio 
During the financial crisis, the shipping market has seen a crash of freight rates from which it has generally 
not yet recovered. For much of the past decade most of the shipping segments were (and still are) burdened 
by surplus capacity, and today’s markets are facing the additional challenges of very young fleets and 
periods of very low demand growth. Those market conditions have a direct impact on the credit standing 
of clients in the shipping industry. 

Graph 2: Average freight rates, as shown in the Shipping Market Review – November 2018 

 
NordLB’s corresponding main problem is its portfolio of shipping loans that totals approximately EUR 11.5 
billion (Q4 2017), and of which approximately two-thirds are non-performing. The non-performing part of 
the shipping portfolio amounted to EUR 7.3 billion in Q3 2018, which is larger than its CET1 capital (also see 
graph 3). 

In Q3 2018, NordLB’s loan loss provisions amounted to EUR 3.2 billion, which translates into a coverage ratio 
of 44%, which is significantly lower than the coverage ratios of other banks with non-performing shipping 
loans (in comparison, HSH Nordbank for example reported a coverage ratio of 65% for its portfolio of non-
performing shipping loans, see investor presentation of 28.4.2018, p. 48). 

In its financial reports (see graph 3), NordLB does not follow the usual way to calculate a coverage ratio (that 
method would only include loan loss provisions, as calculated in the paragraph above), but instead uses a 
“Core Coverage Ratio” that also includes the value of collateral, i.e. the market value of the financed ships; 
that method leads to a significantly higher ratio (namely in 3Q 2018: 94%, see graph 3). The robustness of 
that “Core Coverage Ratio” very much depends on the correctness of the assumed market values. 

                                                             
5 State aid approvals usually come with an acquisition ban, meaning the beneficiary must refrain from purchasing shares in other 

companies; in this case, the ban on acquisitions was valid for three years from the date of the Commission decision, but not until 
the end of the restructuring period. 

https://www.nordlb.com/fileadmin/redaktion_en/branchen/investorrelations/geschaeftsberichte/2016/NORDLB_Group_Annual_Report_2016.pdf
https://www.nordlb.com/nordlb/press/press-release/nordlb-reports-loss-of-EUR-19-billion-for-2016/
https://www.nordlb.com/fileadmin/redaktion_en/branchen/investorrelations/geschaeftsberichte/2016/Bremer_Landesbank_IFRS_Interim_financial_report_2016.pdf
https://www.shipfinance.dk/media/1851/shipping-market-review-november-2018.pdf
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NordLB’s ad-hoc statement of 2 February 2019 suggests that the non-performing part of the shipping 
portfolio was actually under-provisioned: “[…] the management board of the bank has decided to create a 
comprehensive additional risk provision for the entire NPL portfolio for the 2018 financial year, resulting in a 
total risk provision for the 2018 financial year of up to EUR 2.5 billion.” (our emphasis).  

As mentioned in the same ad-hoc statement, NordLB intends to divest a significant part of its shipping 
portfolio (in a volume of approximately EUR 2.7 billion) to an external investor, the loans contained in that 
portfolio are mainly non-performing.  

Graph 3: NordLB’s shipping portfolio and coverage ratios 

 
Source: NordLB’s Interim Report Q3 2018 

NordLB’s recent attempts to strengthen its capital position  
A press release that NordLB published on 3 December 2018 reveals that the bank and its owners are working 
since the end of 2017 on a concept to strengthen the capital position of the bank. To this end, a formal 
bidding for a minority stake in the bank has been launched in the autumn of 2018 in the course of which the 
bank received four bids from potential investors. While NordLB’s press release does not name the bidders, 
two private US investor groups were explicitly mentioned in the financial press, namely Cerberus as well as 
Centerbridge and Apollo.  

NordLB’s press release of 3 December 2018 furthermore mentions that the bank and its owners were 
maintaining a close dialogue with the banking regulatory authorities and the European Commission 
on all options and measures. 

A subsequent press release of 26 January 2019 further explains that NordLB held negotiations on the 
conditions of a participation and on strategic matters with those investors from whom it had received bids, 
but that it would also be open to participate in a solution within the German public banking sector. 

According to the financial press, one option pursued in the public banking sector was at that point no longer 
available: the Hessian Landesbank Helaba had reportedly also been in merger talks with NordLB but already 
pulled out of the negotiations in early January 2019 because a minority shareholder of NordLB, the savings 
banks of Lower Saxony, were unwilling to meet Helaba’s request for them to pay additional money into the 
regional deposit insurance scheme. 

NordLB’s press release of 2 February 2019 finally indicates that after in-depth assessment, the bank and its 
owners have turned down a joint offer by two private financial investors, and are instead focussing on a 
solution with the German Savings Banks Association that agreed to contribute to a solution for 

https://www.nordlb.com/nordlb/investor-relations/investor-information/news/
https://www.nordlb.com/fileadmin/redaktion_en/branchen/investorrelations/geschaeftsberichte/2018/181127_NORD_LB_Einleger_Q3_2018_EN.pdf
https://www.nordlb.com/nordlb/press/press-release/further-procedure-in-the-bidding-process/
https://www.ft.com/content/8eab44f2-1e6c-11e9-b126-46fc3ad87c65
https://www.nordlb.com/nordlb/press/press-release/nordlb-next-stage-in-bidding-process/
https://www.ft.com/content/6ab3587c-0f4f-11e9-a3aa-118c761d2745
https://www.nordlb.com/nordlb/press/press-release/nordlb-welcomes-dsgv-model/
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strengthening NordLB’s capital position. Outstanding issues shall be clarified quickly with the EU 
Commission and the banking supervisory authority6. 

As mentioned above, capital increases by savings banks associations have previously been considered to be 
State aid. 

To this day, there is no new notification on State aid for NordLB in DG COMP’s State Aid Case Register. 

The BRRD framework 
Turning to the BRRD legal framework, specifically the question under which conditions a resolution of 
NordLB might be considered, Article 32 (1) (b) of the BRRD sets out that resolution authorities might only 
take action if there was “no reasonable prospect that any alternative private sector measures, including 
measures by an IPS [institutional protection scheme]  […] would prevent the failure of the institution within a 
reasonable timeframe”. 

Nord LB is part of the IPS of the Sparkassen Finanzgruppe (SFG), which may provide support to its members 
in accordance with the Capital Requirements Regulation (CRR) and the Deposit Guarantee Scheme Directive 
(DGSD). That IPS is recognised as a DGS, and may provide “early intervention measures”. In accordance with 
Article 11(3) of the DGSD, “Member States may allow a DGS to use the available financial means for 
alternative measures in order to prevent the failure of a credit institution”.  

In this context the statement by the rating agency DBRS7 of 31 January 2019, according to which the ratings 
of NordLB are put under review with negative implications, points to a dilemma if NordLB needs to 
strengthen its capital position: NordLB has the choice between a private solution – in which case the support 
of the IPS of the savings banks’ association becomes less clear, which in turn could have a negative bearing 
on NordLB’s rating – and a public solution – in which case a State Aid procedure may trigger consequences 
like burden sharing with junior creditors and further restructuring.  

 

 

                                                             

6 In early January, the ECB has reportedly put pressure on the German Saving Banks Association to find a solution for Nord LB as 
soon as possible  

7 For other recent rating reports on NordLB, please also see the credit opinion of Moody’s published on 25 January 2019, and the 
Fitch Rating Navigator published on 10 January 2019 

Disclaimer and copyright. The opinions expressed in this document are the sole responsibility of the authors and do not necessarily represent 
the official position of the European Parliament. Reproduction and translation for non-commercial purposes are authorised, provided the source 
is acknowledged and the European Parliament is given prior notice and sent a copy. © European Union, 2019.  
Contact: egov@ep.europa.eu   

This document is available on the internet at: www.europarl.europa.eu/supporting-analyses 

 
 

http://ec.europa.eu/competition/elojade/isef/index.cfm?clear=1&policy_area_id=3
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014L0059&from=EN
https://www.nordlb.de/fileadmin/redaktion_en/branchen/investorrelations/ratings/DBRS_Places_NORDLB_s_Ratings_Under_Review_-_Negative_Implications__31.1.19_.pdf
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/49219817
https://www.nordlb.com/fileadmin/redaktion_en/branchen/investorrelations/ratings/190125_Moodys_Credit_Opinion.pdf
https://www.nordlb.com/fileadmin/redaktion_en/branchen/investorrelations/ratings/Fitch_Rating_Navigator__10.1.2019_.pdf
mailto:egov@ep.europa.eu
http://www.europarl.europa.eu/supporting-analyses
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