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Liikanen Group questionnaire - Statement by Kreissparkasse Böblingen 

 

Its balance sheet total of €6.7 billion as at 31 December 2011 makes Kreissparkasse 

Böblingen one of Germany’s 100 largest banks, and places it in the top 30 of her 426 

savings banks. It is an institution governed by public law. Its principal role is to provide 

banking services to private individuals and SMEs, thus securing the attraction of the 

Böblingen district as a location. Such a public mandate for the location is a particular feature 

of savings banks. Kreissparkasse Böblingen bears social responsibility and responsibility for 

its location in the form of a broad public commitment to economic development and 

supporting social facilities, the arts and culture. Its commercial territory is the District of 

Böblingen (in the Stuttgart conurbation, in Baden-Württemberg). In 2011, the lending 

volume was €4.5 billion and that of customer deposits €4.3 billion. Customer holdings in 

securities amounted to €1.3 million. Kreissparkasse Böblingen has 59 branches and 22 self-

service outlets across all the towns and communities in the district. 

 

To what extent are the current and ongoing regulatory reforms sufficient to ensure a stable 

and efficient banking system and avoid systemic crises? 

 

Kreissparkasse Böblingen is of the opinion that the crisis on the financial markets should 

have regulatory consequences for the perpetrators. This means that regulation has to apply 

specifically to the international financial institutions which also caused the crisis. The 

indiscriminate stipulations and current high density of regulations, which hardly allow for 

local conditions, are hitting smaller and regional financial institutions in particular hard. 

This may force them to merge to form larger units, in order to satisfy regulatory 

requirements. Ultimately, this means that the provision of banking services will deteriorate 

nationwide, leading to less competition and thus to disadvantages for the consumer. 

 

To clarify our position, outlined above: the German banking market is characterised by a 

“three pillar” structure. The first pillar comprises the major banks, which concentrate on 

international business and key accounts, so-called wholesale business. Such banks depend 

on the capital markets and are managed on the principle of shareholder value. Their 

commercial policy is dictated by a high return on equity and short-termism, with the 

objective of a high dividend for shareholders. The second and third pillars are made up of 

regional institutions (savings and cooperative banks). They operate regionally and conduct 

traditional bank business. Savings and cooperative banks are retail banks, whose business 

policy is dictated by the real economy, not short-term returns. The principle of using local 

customer deposits for local private and commercial loans applies. 

 

In the opinion of Kreissparkasse Böblingen, too little has hitherto been done to ensure 

financial stability. This problem is evident in numerous countries, e.g. Ireland, Iceland and 

Spain, where the taxpayer has had to intervene to rescue major financial institutions. These 

major financial institutions are secured by the “too big to fail” principle, as the state 

prevents their insolvency. Such major banks thus distort competition. The implicit state 
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guarantee which underlies the “too big to fail” principle allows the major banks to refinance 

themselves on more favourable terms than regional financial institutions. In Germany, this 

is underlined inter alia by the fact that the Bundesbank is a shareholder in the 

Commerzbank, i.e. the latter has been part-nationalised. In contrast, the EU has interpreted 

the institutional and guarantor liability of savings banks as an inadmissible state guarantee. 

Such inequitable treatment is causing distortions of competition across Europe. The 

condition policy of state-supported banks provides an example: these financial institutions 

regularly offer investment conditions which are significantly better than the comparable 

money and capital market rates, whilst regional financial institutions have to align their 

condition policy with conditions on the market. 

 

We consider the proposed hard core capital add-on of 1% to 2.5% insufficient to 

compensate for the above-mentioned effects. Considerably higher capital add-ons should 

apply specifically to major banks operating internationally, which were the principal cause 

of the financial crisis, so that they can bear future risks themselves and not have to depend 

on state support. 

 

In simple terms, it must be stated that banks are tightly regulated. In contrast, the shadow 

bank system, some of whose business is identical, is subject to considerably less stringent 

regulatory requirements. We have identified an urgent need for action here and propose 

equal treatment of the systems. 

 

 

Which structural reforms would improve the safety and efficiency of the banking system in 

the EU in the near term? In the long term? 

 

Genuine competition is essential to the security and efficiency of the banking system. It can 

only be guaranteed by diversity in the banking industry. It is guaranteed by the three-pillar 

structure in Germany. Commercial, profit-dependent banks and the decentralised 

associations of savings and cooperative banks must be retained alongside each other as 

viable systems. The diversity of corporate forms in the German banking industry has proved 

to be an intelligent, risk-reducing factor in the financial crisis. This is precisely what should 

be protected and further developed, including in the context of international regulatory 

reforms. This is illustrated by the fact that it was precisely the savings and cooperative 

banks which have proved particularly stable in the financial crisis, as individuals and 

businesses increased their focus on security-oriented, local financial institutions. 

 

Savings banks operate domestically within the boundaries of their region, in our case the 

District of Böblingen, concentrating on business with private individuals and SMEs. The 

success of this business model is underlined by the fact that the savings banks have proved 

themselves in these segments, despite intensive competition. International groups such as 

Agilent, Daimler, Hewlett Packard, IBM, Philipps and Porsche operate on Kreissparkasse 

Böblingen’s commercial territory. Its customers are usually SMEs which work with these 

groups or in the local and regional supply chains, or which serve their own domestic or 
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international markets. Accordingly, all the relevant banks such as Commerzbank, Deutsche 

Bank, HypoVereinsbank, Postbank and TargoBank, regional banks such as BW-Bank and 

various cooperative banks have several branches in the District of Böblingen. Moreover, all 

the other domestic and national banks are penetrating our attractive economic area from 

the state capital of Stuttgart, which is only 20 km away. Nevertheless, Kreissparkasse 

Böblingen has a market share of SME finance of about 54%. Even more businesses have an 

account at Kreissparkasse Böblingen. 

 

Kreissparkasse Böblingen, which was founded 184 years ago, established this business 

model long before the financial crisis. This corporate concept has been very successful, as 

developments in recent years have shown: 

 

 2007 2008 2009 2010 2011 

 € 

millions 

€ 

millions 

€ 

millions 

€ 

millions 

€ 

millions 

Profitability:      

Operating result before valuation 48.8 41.1 84.1 79.2 70.1 

Operating result after valuation 36.7 21.7 65.1 76.8 58.3 

Annual profit before tax 34.5 21.8 51.9 65.2 60.2 

Annual profit after tax 23.3 17.4 30.0 46.1 43.0 

      

Total customer lending 3,865.8 3,944.9 4,138.4 4,301.0 4,474.7 

      

 % % % % % 

Solvency ratio 12.7 15.7 15.3 15.8 16.4 

  

As aforementioned, savings banks refinance themselves mainly from customer deposits. 

Interbank business plays a subordinate role at savings banks. Investment of surplus funds 

usually takes place at institutions within the Savings Bank Association. The same applies to 

short-term liquidity loans. This is also the reason why the savings banks - unlike the major 

banks dependent on the international capital market - have not suffered any liquidity 

bottlenecks during the financial crisis.  

 

 

 
Extracts from the balance sheet structure of Kreissparkasse Böblingen: 
 

 2007  2008  2009  2010  2011  

 
€ 
millions % 

€ 
millions % 

€ 
millions % 

€ 
millions % 

€ 
millions % 

Balance sheet total 6,301.9  6,524.5  6,452.9  6,655.2  6,652.6  

           

Total customer lending 3,865.8 61.3 3,944.9 60.5 4,138.4 64.1 4,301.0 64.6 4,474.7 67.3 
Interbank business - asset 
side 2,231.8 35.4 2,354.5 36.1 2,117.0 32.8 2,114.2 31.8 2,017.0 30.3 
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Customer deposits 3,856.7 61.2 4,136.9 63.4 3,844.7 59.6 3,906.4 58.7 4,260.7 64.0 
Interbank business - 
liabilities side 2,106.4 33.4 2,028.9 31.1 2,193.3 34.0 2,310.9 34.7 1,822.5 27.4 

 

The regional operation of institutions also ensures that all individuals have comprehensive 

access to financial services, as underlined by the 59 branches and 22 self-service outlets in 

26 towns and communities across the District of Böblingen. Kreissparkasse Böblingen also 

has a branch presence in communities and places where neither major banks nor regional 

financial institutions are represented. Accordingly, it has a private customer market share in 

excess of 50%. Moreover, it supports clubs, social, cultural and public facilities and artistic 

and cultural projects on its territory to the tune of about €1 million annually, thus assuming 

responsibility in the region. 

 

What are your views on the structural reform proposals to date (e.g. US Volcker Rule, UK ICB 

proposal)? What would be the implications of these proposals on your institution and the 

financial system as a whole? 

 

We assume that the rules mentioned are only suitable for major banks with international 

operations and therefore inapplicable to our financial institution, as the cost and benefit of 

such rules would not produce meaningful results. 

 

The umbrella organisation for the savings bank finance group, the German Savings Banks 

Association, is making a statement on this.  

 

What are the main challenges of your financial institution as regards resolvability? Are you 

implementing structural changes to your institution in the framework of your recovery and 

resolution planning? 

 
In recent years, we have made considerable efforts to improve risk management in our 

institution, in order to prevent difficulties from arising. Risk management includes the 

mapping of counterparty, liquidity, operating and market price risks. 

In this context, Kreissparkasse Böblingen has produced a risk strategy with the following 

functions: 

- The risk strategy determines the risk limits necessary to achieve the strategic objectives 

and verifies whether they are proportionate to the available risk coverage potential. 

- The risk strategy demonstrates the specified conditions in the form of keywords, 

intended to ensure that the applicable loss and risk limits are not exceeded, or are only 

exceeded in exceptional cases. 

- The risk strategy adopts strategic planning measures and reveals where adjustments to 

the specified conditions are necessary to implement them. 

- The risk strategy establishes tolerances for all major risks. Concentrations of risk are 

shown in the form of the “concentration map” and may be considered in stress tests. 

 

Kreissparkasse Böblingen usually deploys highly-developed rating systems in the field of 

counterparty risk when granting loans to business customers. Amongst other things, they 
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form a basis for setting upper limits at commitment level. The credit risks are mapped and 

assessed by a scoring system in private customer business. The CreditPortfolioView (CPV) 

risk model is used to quantify credit risks at portfolio level, making statements about the 

probable future performance of a credit portfolio (unexpected losses) possible. CPV allows 

for sectoral correlations and quantifies potential changes in value attributable to rating 

migration and default. Kreissparkasse Böblingen has also participated in credit basket 

transactions within the savings bank finance group, in order to spread potential batch risks 

across lending business. 

 

It has also joined the savings bank finance group’s institutional guarantee system, to 

prevent financial difficulties with a corresponding effect on customers. Should difficulties 

occur which cannot be overcome internally, the institutional guarantee system ensures the 

solvency, liquidity and assets of the institution. Institutions are obliged to provide the 

guarantee system with extensive information on solvency, liquidity and profitability. This 

includes profitability and risk position figures such as cost-income ratio, the equity ratio or 

large exposure loan limits. External ratings and the liquidity ratio are also used. In addition, 

qualitative tools such as the above-mentioned risk strategy and the risk reports based upon 

it are used to assess the savings bank. 

These data are expressed in traffic-light form, using an internal scoring system. If 

institutions are classified as amber or red, the other members of the guarantee system are 

granted an increased voice and powers of intervention, in order to improve the risk position 

of the institution. 

 


