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Key Rating Drivers 
Owners’ Support Drives Ratings: Bayerische Landesbank’s (BayernLB) Issuer Default Ratings 
(IDRs) and Shareholder Support Rating (SSR) are driven by Fitch Ratings’ view that strong 
support is available from the bank’s owners, the German federal state of Bavaria (AAA/Stable/ 
F1+) and Sparkassen-Finanzgruppe (SFG; A+/Stable/F1+), the German savings banks group. 
Fitch uses SFG’s IDRs as anchor ratings because support would need to be forthcoming from 
both SFG and Bavaria to avoid state-aid considerations and resolution if BayernLB failed. 

Diversified Business Profile: BayernLB’s business model is largely wholesale-driven and 
interest-rate sensitive, similar to its Landesbanken peers. The bank’s selective approach to 
foreign business results in moderate geographic diversification. Its retail banking activities 
conducted by its subsidiary Deutsche Kreditbank AG (DKB) enhance the group’s revenue mix 
and are critical to maintain acceptable profitability. 

Resilient Asset Quality: Similar to its German competitors, BayernLB’s asset quality has been 
resilient through the pandemic, helped by extensive government support to the economy. Given 
BayernLB’s German focus, we expect no material short-term direct asset-quality impact from 
the Ukrainian conflict. However, our expected stable impaired loan ratio of about 1% at end-
2022 is subject to second-order effects of the conflict that cannot yet be estimated. 

Modest but Recovering Profitability: BayernLB's profitability improved in 9M21 across its 
business segments and was close to pre-pandemic levels. We expect the four-year average 
operating profit/risk-weighted assets (RWAs) to remain at about 1% through the cycle. 

Sound Capital Ratios: BayernLB’s common equity Tier 1 (CET1) ratio of 16.4% at end-3Q21 was 
robust compared with peers and above the medium-term target. It provides large buffers over 
regulatory requirements, including the counter-cyclical buffer of 75bp of RWAs, and additional 
systemic risk buffer of 200bp of RWAs on housing loans recently announced by the regulators.  

Good Funding and Liquidity: BayernLB is largely wholesale-funded, as reflected in a moderately 
higher loan-to-deposit ratio than at universal bank peers. This is mitigated by DKB’s high share 
of retail deposits as well as the group’s moderate market funding requirements owing to its 
reliable placement capacity within the savings banks sector. BayernLB’s strong liquidity is 
underpinned by a large portfolio of liquid assets. 

Rating Sensitivities 
SFG’s IDRs: BayernLB’s IDRs and SSR are primarily sensitive to changes in our assumptions 
around its owners’ propensity or ability to provide timely support. An upgrade of SFG’s IDRs or 
a loosening of European state-aid regulation, which we do not expect, could lead to an upgrade 
of BayernLB’s IDRs. Conversely, a downgrade of SFG’s IDRs would result in a downgrade of 
BayernLB’s IDRs.  

Unexpected High Credit Losses: BayernLB’s Viability Rating (VR) offers moderate headroom in 
downside scenarios to our baseline forecast. We could downgrade the VR if we expected severe 
and sustained pressure on asset quality to durably weaken the bank’s four year-average 
impaired loan and operating profit/RWAs ratios above 3% and below 0.5%, respectively.  

Changes to Corporate Structure: Any significant change in BayernLB’s corporate structure, in 
particular a sale of DKB, could put pressure on the VR. This is particularly because it would 
durably and significantly impair the group’s revenue-generating capacity and reduce 
BayernLB’s business diversification.  

Ratings  

Foreign Currency 

Long-Term IDR A- 

Short-Term IDR F1 

Derivative Counterparty Rating A(dcr) 

 
Viability Rating bbb 

  

Shareholder Support Rating a- 

  

Sovereign Risk 
Long-Term Foreign-Currency 
IDR 

AAA 

Long-Term Local-Currency IDR AAA 

Country Ceiling AAA 

 

Outlooks 

Long-Term Foreign-Currency  
IDR 

Stable 

Sovereign Long-Term Foreign-
Currency IDR 

Stable 

Sovereign Long-Term Local-
Currency IDR 

Stable 
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Debt Rating Classes 

Rating level Rating 

Deposits A/F1 

Senior non-preferred debt (SNP) A- 

Senior preferred debt (SP) A/F1 

Tier 2 subordinated notes BB+ 

State-guaranteed senior unsecured and Tier 2 debt AAA 

Source: Fitch Ratings 

 

Preferred Obligations Notched Up from IDR; Tier 2 Debt Notched Down from VR 

BayernLB’s Derivative Counterparty Rating (DCR), long-term deposit and SP debt ratings are 
one notch above its Long-Term IDR. This reflects the large buffer of junior and SNP debt that 
provides preferred creditors with additional protection in a resolution scenario. The buffer 
exceeded 40% of RWAs at end-1H21 and will remain large relative to BayernLB’s minimum 
requirement for own funds and eligible liabilities.  

The short-term deposit rating is the lower of the two options that map to an 'A' long-term 
deposit rating on Fitch's rating scale. This is because, despite the owners’ very high support 
propensity, the lengthy process required to support a Landesbank could impede the prompt 
flow of funds in a way that is not commensurate with an ‘F1+’ short-term rating. 

We notch down the Tier 2 subordinated debt twice from the VR to reflect the higher loss 
severity of this debt class in a resolution scenario. 

Guaranteed Senior Unsecured and Subordinated Debt Aligned with Bavaria's IDR 

BayernLB's grandfathered state-guaranteed senior unsecured and Tier 2 subordinated debt 
ratings reflect our view of the creditworthiness of the State of Bavaria, which is closely linked 
to that of Germany (AAA/Stable) and the outstanding recovery prospects arising from Bavaria’s 
guarantee. We believe the grandfathered guarantee protects senior and subordinated debt 
similarly because the statutory guarantor’s liability (Gewaehrtraegerhaftung) does not 
differentiate between seniorities. In our view, the EU state aid and regulatory frameworks do 
not constrain the effectiveness of the guarantee on this grandfathered debt. 
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Adjustments to Implied VR Scores 

BayernLB's VR is one notch below the implied 'bbb+' VR due to the bank's still moderate 
profitability, which has a strong impact on our overall view of the bank’s credit profile. 

The Business Profile score is adjusted downward to reflect the business model with structurally 
modest profitability. The Capitalisation & Leverage score is adjusted downward to reflect the 
bank's modest capital generation due to subpar profitability.  

Brief Company Summary and Key Qualitative Assessment 

Medium-Sized Commercial Bank with Regional Corporate Focus 

BayernLB is a publicly-owned wholesale bank that performs statutory roles as a Landesbank for 
the State of Bavaria and the Bavarian savings banks. It has a solid commercial franchise rooted 
in its core region and operates selectively across Germany, primarily in corporate lending, 
including renewable energy (RE) and commercial real estate (CRE). BayernLB's business profile 
benefits from diversification arising from DKB's retail and SME businesses, which are key 
contributors to the group’s pre-tax profit.  

Intense competition in most business segments structurally limits BayernLB's pricing power 
and weighs on its profitability. This is only partly mitigated by BayernLB's established 
relationships which large corporates of high importance for the Bavarian economy. BayernLB’s 
modest international franchise focuses on Western Europe, but the bank supports corporate 
customers globally from key international financial centres. 

CRE lending is predominantly domestic and dominated by lower-risk residential assets, partially 
backed by local government guarantees. BayernLB consolidates a development bank, 
Bayerische Landesbodenkreditanstalt, which primarily engages in subsidised housing and 
municipal business in Bavaria, and whose liabilities (less than 10% of BayernLB’s total liabilities) 
are irrevocably guaranteed by the State of Bavaria.  

  

Banks
Ratings Navigator

A
ss

e
t

Q
u

a
li

ty

E
a

rn
in

g
s 

&
 

P
ro

fi
ta

b
il

it
y

C
a

p
it

a
li

sa
ti

o
n

 

&
 L

e
v

e
ra

g
e

F
u

n
d

in
g

 &
 

L
iq

u
id

it
y

20% 10% 20% 15% 25% 10%
aaa aaa aaa aaa AAA

aa+ aa+ aa+ aa+ AA+

aa aa aa aa AA

aa- aa- aa- aa- AA-

a+ a+ a+ a+ A+

a a a a A

a- a- a- a- A-

bbb+ bbb+ bbb+ bbb+ BBB+

bbb bbb bbb bbb BBB

bbb- bbb- bbb- bbb- BBB-

bb+ bb+ bb+ bb+ BB+

bb bb bb bb BB

bb- bb- bb- bb- BB-

b+ b+ b+ b+ B+

b b b b B

b- b- b- b- B-

ccc+ ccc+ ccc+ ccc+ CCC+

ccc ccc ccc ccc CCC

ccc- ccc- ccc- ccc- CCC-

cc cc cc cc CC

c c c c C

f f f ns D or RD

O
p

e
ra

ti
n

g
 

E
n

v
ir

o
n

m
e

n
t

B
u

si
n

e
ss

P
ro

fi
le

R
is

k

P
ro

fi
le

Financial Profile

V
ia

b
il

it
y

R
a

ti
n

g

S
h

a
re

h
o

ld
e

r 

S
u

p
p

o
rt

 R
a

ti
n

g

Is
su

e
r

D
e

fa
u

lt

R
a

ti
n

g

Im
p

li
e

d

V
ia

b
il

it
y

R
a

ti
n

g

ESG Relevance:Bayerische Landesbank

    

   

a-       

Legend:

n Higher Influence

n Moderate Influence

n Lower Influence

Main Chart: the Key Rating Driver (KRD) 

weightings used to determine the implied VR 

are shown as percentages at the top. In cases 

where the implied VR is adjusted upwards or 

downwards to arrive at the VR, the KRD 

associated with the adjustment reason is 

highlighted in red. The shaded areas indicate 

the benchmark-implied scores for each KRD.

Support Assessment: the colours indicate the 

weighting of each KRD in the assessment.
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Summary Financials and Key Ratios 

 30 Jun 21 31 Dec 20 31 Dec 19 31 Dec 18 

 6 months - interim 6 months - interim Year end Year end Year end 

 (USDm) (EURm) (EURm) (EURm) (EURm) 

Summary income statement      

Net interest and dividend income 1,196 1,006 1,763 1,875 1,721 

Net fees and commissions 226 190 331 287 270 

Other operating income 200 168 225 33 210 

Total operating income 1,621 1,364 2,319 2,195 2,201 

Operating costs 1,099 925 1,682 1,580 1,459 

Pre-impairment operating profit 522 439 637 615 742 

Loan and other impairment charges -53 -45 142 -251 -135 

Operating profit 575 484 495 866 877 

Other non-operating items (net) 1 1 -300 -213 -8 

Tax 280 236 -37 187 41 

Net income 296 249 232 466 828 

Other comprehensive income 251 211 -179 -210 -199 

      

Summary balance sheet      

Assets      

Gross loans 183,881 154,730 152,376 144,997 138,872 

- Of which impaired 1,633 1,374 1,317 1,488 1,497 

Loan loss allowances 1,224 1,030 1,073 963 1,034 

Net loans 182,657 153,700 151,303 144,034 137,838 

Interbank 70,187 59,060 56,166 31,096 36,601 

Derivatives 10,129 8,523 10,944 10,348 8,779 

Other securities and earning assets 26,814 22,563 24,965 28,638 29,970 

Total earning assets 289,786 243,846 243,378 214,116 213,188 

Cash and due from banks 40,305 33,915 9,342 8,512 3,335 

Other assets 5,570 4,687 3,551 3,337 3,704 

Total assets 335,661 282,448 256,271 225,965 220,227 

      

Liabilities      

Customer deposits 128,692 108,290 99,527 89,540 82,406 

Interbank and other short-term funding 116,059 97,660 78,354 54,044 66,122 

Other long-term funding 62,852 52,888 53,283 53,398 46,021 

Trading liabilities and derivatives 10,669 8,978 10,552 11,536 8,990 

Total funding and derivatives 318,272 267,816 241,716 208,518 203,539 

Other liabilities 3,135 2,638 2,948 5,490 4,957 

Preference shares and hybrid capital 37 31 31 427 497 

Total equity 14,217 11,963 11,576 11,530 11,234 

Total liabilities and equity 335,661 282,448 256,271 225,965 220,227 

Exchange rate  USD1 = 
EUR0.841468 

USD1 = 
EUR0.821963 

USD1 = 
EUR0.89015 

USD1 = 
EUR0.873057 

Source: Fitch Ratings, Fitch Solutions, BayernLB 
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Summary Financials and Key Ratios 

 30 Jun 21 31 Dec 20 31 Dec 19 31 Dec 18 

Ratios (annualised as appropriate)     

     

Profitability     

Operating profit/risk-weighted assets 1.5 0.8 1.3 1.3 

Net interest income/average earning assets 0.8 0.8 0.8 0.8 

Non-interest expense/gross revenue 67.8 72.5 72.0 66.3 

Net income/average equity 4.3 2.0 4.1 7.6 

     

Asset quality     

Impaired loans ratio 0.9 0.9 1.0 1.1 

Growth in gross loans 1.5 5.1 4.4 3.1 

Loan loss allowances/impaired loans 75.0 81.5 64.7 69.1 

Loan impairment charges/average gross loans 0.0 0.1 -0.2 -0.1 

     

Capitalisation     

Common equity Tier 1 ratio 15.6 15.9 15.9 15.2 

Fully loaded common equity Tier 1 ratio n.a. n.a. 15.6 15.2 

Fitch Core Capital ratio n.a. n.a. n.a. 16.1 

Tangible common equity/tangible assets 4.0 4.3 4.9 4.9 

Basel leverage ratio 4.4 4.3 4.2 4.1 

Net impaired loans/common equity Tier 1 3.4 2.4 5.1 4.6 

Net impaired loans/Fitch Core Capital n.a. n.a. n.a. 4.4 

     

Funding and liquidity     

Gross loans/customer deposits 142.9 153.1 161.9 168.5 

Liquidity coverage ratio 228.8 245.0 168.0 143.0 

Customer deposits/total non-equity funding 41.7 42.9 44.8 41.9 

Net stable funding ratio 136.6 n.a. n.a. n.a. 

Source: Fitch Ratings, Fitch Solutions, BayernLB 
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Key Financial Metrics – Latest Developments 

Resilient Asset Quality and Moderate Impaired Loans Inflow Likely in 2022 

Comprehensive state support to the economy through the pandemic has so far underpinned 
BayernLB's resilient asset quality and profitability by strongly containing corporate failures and 
unemployment. Some of this support has been extended until end-2Q22 to accommodate the 
resurgence of the pandemic in 1Q22.  

BayernLB's corporate loan book (22% of its total credit exposure at end-1H21) shows material 
concentration on large single borrowers despite acceptable diversification by industries. The 
loan book is vulnerable to adverse economic developments as it is exposed to cyclical industries 
and sectors we consider to be more affected by the pandemic (i.e. retail) as well as industries 
(e.g. mobility and energy) exposed to potential second-order effects of the Ukrainian conflict. 
The exposure to the energy sector is high (about 300% of the bank's CET1 capital at end-1H21), 
however this is mitigated by the fact that about 60% of the exposure relates to renewable 
energy, such as solar and wind farms. The majority of these transactions are structured as 
project financings that benefit to a large degree from long-term, legally guaranteed feed-in 
tariffs under German law. 

Recovering Profitability 

About 75% of BayernLB's revenue is from NII, with some diversification from fee income 
(mostly commissions from asset management and securities activities). Despite the low interest 
rate environment, its net interest margin has remained stable in 2021, partly supported by 
TLTRO bonus payments.  

The bank's strategic transition is progressing satisfactorily, as reflected in the bank's target of 
reducing headcount by 940 employees, 55% of which had been achieved at end-9M21. We 
expect the group to achieve the remaining reductions by end-2023, as some have already been 
contractually secured. The headcount reduction, and the absence of investment costs, support 
the stabilisation of financial performance in the near term.  

BayernLB has capped its strategic loan growth at about EUR70 billion RWAs by end-2024, 
which moderately constrains its longer-term earnings potential. However, DKB's growth 
should support profitability owing to higher margins than in the group’s wholesale business. 

Sound Capitalisation  

BayernLB's CET1 ratio has risen in recent years owing to the retention of most of its profits and 
stable RWAs, including through the pandemic, and is now higher than the average of German 
and European peers. We expect a further improvement to end-2021, assuming a profitable 
4Q21.  

The bank's 14% CET1 ratio target offers a sizeable buffer over its regulatory requirement of 
8.6%. The ratio could face headwinds from 2022 from increasing RWAs caused by negative 
rating migration resulting from second-order effects of the Ukraine conflict or stronger-than- 
anticipated loan growth. 

Opportunistic Use of ECB Facilities Enhances Funding and Liquidity Profile 

BayernLB's funding and liquidity are sound and its refinancing structure is stable. Its wholesale 
funding benefits from its good institutional client base and covered bond franchise (including 
DKB). BayernLB generally does not use DKB's retail deposits for intragroup funding. Given its 
membership of SFG’s mutual protection scheme, its good placement capacity within SFG offers 
valuable insulation from funding market disruptions. 

BayernLB's extensive use of the ECB's TLTRO, amounting to 14% of its total funding at end-
1H21, is temporarily inflating its liquidity buffer and its Liquidity Coverage Ratio (LCR). We 
expect the LCR to decline gradually as the bank deploys some excess liquidity for new lending 
and is likely to repay some TLTRO tranches during 1H22. 

  

Dashed lines: indicative ranges and 
implied scores for core metrics for banks 
operating in environments scored in the 
‘aa’ category. 

Peer average includes BayernLB, SaarLB 
(VR: bbb-), IKB (bbb), Kommunalkredit 
Austria (bbb-), Berlin Hyp (bbb+), 
Landesbank Baden-Wuerttemberg (bbb) 
and NordLB (bb). 
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Shareholder Support 

High Probability of Support from SFG 

We notch down BayernLB's Long-Term IDR twice from SFG's 'A+'. We use SFG’s Long-Term 
IDR, the lower of both parents’ IDRs, as the anchor for the bank’s support-driven ratings. This is 
because SFG’s support would need to be forthcoming to avoid state aid considerations under 
EU law and resolution under the German resolution regime if BayernLB fails. In addition, we 
view the bank's role for its owners as strategic, but not key and integral. 

SSR Key Rating Drivers 

Shareholder IDR A+ 

Total Adjustments (notches) -2 

Shareholder Support Rating a- 

  
 

Shareholder ability to support 
 

Shareholder Rating A+/Stable 

Shareholder regulation 2+ Notches 

Relative size 1 Notch 

Country risks Equalised 

  
 

Shareholder propensity to support 
 

Role in group 1 Notch  

Reputational risk 1 Notch 

Integration 2+ Notches 

Support record Equalised 

Subsidiary performance and prospects 1 Notch 

Legal commitments 1 Notch  

Source: Fitch Ratings 
 

 

Key Rating Drivers’ influence on SSR 

 Higher 

 Moderate 

 Lower 
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Environmental, Social and Governance Considerations 

 

Bayern LB's highest level of ESG credit relevance is a score of ‘3’. This means ESG issues are 
credit neutral or have only a minimal credit impact, either due to their nature or the way in which 
they are being managed by the bank. 

  

Banks
Ratings Navigator

Credit-Relevant ESG Derivation

Environmental (E)

Social (S)

Governance (G)

1

5

4

3

Reference

Business Profile (incl. Management & governance); Risk Profile

Operating Environment; Business Profile (incl. Management & 

governance); Risk Profile

S Scale

Reference

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance); Earnings & 

Profitability; Capitalisation & Leverage

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance)

5

4

3

2

1

4

issues

Overall ESG Scale

Highly relevant, a key rating driver that has a 

significant impact on the rating on an individual 

basis. Equivalent to "higher" relative importance 

within Navigator.

Relevant to rating, not a key rating driver but has 

an impact on the rating in combination with other 

factors. Equivalent to "moderate" relative 

importance within Navigator.

potential driver

not a rating driver

How to Read This Page

ESG scores range from 1 to 5 based on a 15-level color gradation.

Red (5) is most relevant and green (1) is least relevant. 

The Environmental (E), Social (S) and Governance (G) tables

break out the individual components of the scale. The right-hand

box shows the aggregate E, S, or G score. General Issues are

relevant across all markets with Sector-Specific Issues unique to a

particular industry group. Scores are assigned to each sector-

specific issue. These scores signify the credit-relevance of the

sector-specific issues to the issuing entity's overall credit rating. The

Reference box highlights the factor(s) within which the

corresponding ESG issues are captured in Fitch's credit analysis.

The Credit-Relevant ESG Derivation table shows the overall ESG

score. This score signifies the credit relevance of combined E, S

and G issues to the entity's credit rating. The three columns to the

left of the overall ESG score summarize the issuing entity's sub-

component ESG scores. The box on the far left identifies some of

the main ESG issues that are drivers or potential drivers of the

issuing entity's credit rating (corresponding with scores of 3, 4 or 5)

and provides a brief explanation for the score.  

Classification of ESG issues has been developed from Fitch's

sector ratings criteria. The General Issues and Sector-Specific

Issues draw on the classification standards published by the United

Nations Principles for Responsible Investing (PRI) and the

Sustainability Accounting Standards Board (SASB).

Sector references in the scale definitions below refer to Sector as

displayed in the Sector Details box on page 1 of the navigator.

CREDIT-RELEVANT ESG SCALE

2

1

G Scale

5 issues

Irrelevant to the entity rating and irrelevant to the 

sector.

How relevant are E, S and G issues to the

overall credit rating?

Bayerische Landesbank has 5 ESG potential rating drivers

issues

Management Strategy

 5 issues

4

3

2

1

E Scale

n.a.

key driver

driver

5

4

Operational implementation of strategy

Bayerische Landesbank has exposure to compliance risks including fair lending practices, mis-selling, repossession/foreclosure practices, consumer data protection 

(data security) but this has very low impact on the rating. 

5

1

Irrelevant to the entity rating but relevant to the 

sector.

Minimally relevant to rating, either very low impact 

or actively managed in a way that results in no 

impact on the entity rating. Equivalent to "lower" 

relative importance within Navigator.

2







Governance is minimally relevant to the rating and is not currently a driver.

Sector-Specific Issues

3

2

0 issues

0

n.a.

General Issues

3

General Issues

GHG Emissions & Air Quality

Energy Management

Water & Wastewater Management

Waste & Hazardous Materials 

Management; Ecological Impacts

Exposure to Environmental Impacts

1

1

1

1

2

E Score

3

Governance Structure

Group Structure

Financial Transparency

Labor Relations & Practices

3

2

2

3

S Score

G Score

n.a.

n.a.

3

n.a.

Impact of extreme weather events on assets and/or 

operations and corresponding risk appetite & management; 

catastrophe risk; credit concentrations

n.a.

Shift in social or consumer preferences as a result of an 

institution's social positions, or social and/or political 

disapproval of core banking practices

Employee Wellbeing

Exposure to Social Impacts

General Issues

Board independence and effectiveness; ownership 

concentration; protection of creditor/stakeholder rights; legal 

/compliance risks; business continuity; key person risk; 

related party transactions

Organizational structure; appropriateness relative to business 

model; opacity; intra-group dynamics; ownership

Quality and frequency of financial reporting and auditing 

processes

Human Rights, Community Relations, 

Access & Affordability

Customer Welfare - Fair Messaging, 

Privacy & Data Security

4

n.a.

1

2

Impact of labor negotiations, including board/employee 

compensation and composition
3

Bayerische Landesbank

5

Reference

Services for underbanked and underserved communities: 

SME and community development programs; financial literacy 

programs

Compliance risks including fair lending practices, mis-selling, 

repossession/foreclosure practices, consumer data protection 

(data security)

Sector-Specific Issues

n.a.

Business Profile (incl. Management & governance); Financial Profile

Sector-Specific Issues

Business Profile (incl. Management & governance)

Business Profile (incl. Management & governance); Risk Profile; 

Asset Quality

n.a.

n.a.
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The ratings above were solicited and assigned or maintained at the request of the rated 
entity/issuer or a related third party. Any exceptions follow below. 
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