





GESCHAFTSENTWICKLUNG DER BANK

Prinzip bilden hierbei weitere Schwerpunkte zur Risikominderung. Zudem hat die
Bank Versicherungen zwecks Transfers moglicher operationeller Risiken mit hohem
Schadenspotenzial abgeschlossen.

Mit den Zielen der Sensibilisierung und Risikokulturférderung wurde in 2016 eine
Mitarbeiterschulung ,,Operationelle Risiken® durchgeftihrt.

Sich andernden Einflussfaktoren R echnung tragend werden in jahrlichem Rhythmus
im Rahmen einer Expertenbefragung bestehende und latente operationelle Risiken
identifiziert und mittels der Parameter Eintrittswahrscheinlichkeit und finanzielle Aus-
wirkung eingeschitzt. Mit Hilfe mathematischer Verfahren wird danach der Value-at-
Risk flir operationelle Risiken ermittelt und diesem ein entsprechendes Risikokapital
zugewiesen. Wichtige Informationen zur Risikosteuerung liefern die Risikoinventur
sowie die Schadensfalldatenbank, die alle Verluste, die aus operationellen Risiken ent-
standen sind, beinhaltet, die seitens der Mitarbeiter erfolgten Risikomeldungen und die
Analyse und Weiterverfolgung eingegangener Kundenreklamationen.

Durch das Vorhalten eines Business Recovery Zentrums sowie die Einrichtung von
Backup-Arbeitsplitzen hat die Bank Vorsorge getroffen, um den mit einem Ausfall der
EDV verbundenen Risiken entgegenzuwirken. Zur Erhaltung einer hohen Verfiigbar-
keit und Performance der Systeme investiert die Bank kontinuierlich in die EDV-In-
frastruktur.

Rechtsrisiken begegnet die Bank durch weitgehende Verwendung von Standardver-
tragen, Einzelvertragspriifung und die kontinuierliche Anpassung der Vertragstexte an
die jeweils aktuelle Gesetzgebung und Geschiftspraxis, wobei in diesem Zusammenhang
Expertisen externer Rechtsberater einflieBen. Die Bank verbessert kontinuierlich das
Instrumentarium zur Bekimpfung der Geldwische und Terrorismusfinanzierung sowie
zur Bekdmpfung der Wirtschaftskriminalitit. In 2016 wurden alle Mitarbeiter zur Pri-
vention von Geldwische und Terrorismusfinanzierung sowie zum Thema Betrugspri-
vention geschult. Uberdies findet alle zwei Jahre eine Schulung zu allgemeinen Com-
pliancethemen statt.

Die Bank hat durch die Implementierung von Limitsystemen und Analysen an-
gemessene Vorkehrungen zur Begrenzung von Risikokonzentrationen getroffen. Durch
deren Identifikation und Offenlegung wird ungewollten Risikokonzentrationen ent-
gegengewirkt.

Um Risiken auch in extremen Marktsituationen simulieren zu konnen, werden zu-
sitzlich zur normalen Risikomessung Stresstests fiir die als wesentlich definierten Risi-
ken sowie risikoarteniibergreifende Stresstests durchgefiihrt. Diese Stresstests geben
Aufschluss, welche Auswirkungen auf die wirtschaftliche Situation des Instituts ent-
stehen konnen, wenn sich das Marktumfeld gravierend gegentiber dem Status Quo
verandert. Die grundsitzlich in vierteljahrlichem Turnus durchgefiihrten Analysen
beruhen auf hypothetischen, historischen und inversen Szenarien. Ziel der Stresstests
ist es, die Auswirkungen auf das 6konomische Kapital und auf die Belastung der Risiko-
deckungsmasse abzuschitzen und frithzeitig als erforderlich erachtete Steuerungsmal3-
nahmen einzuleiten.

Im Jahr 2016 wurde fiir alle Bankkontrahenten das Exposure auf 100% der Eigen-

mittel beschrinkt bzw. entsprechend besichert.
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AUSBLICK

Durch das positive Feedback unserer Kunden und unserer guten Stellung am Luxem-
burger Finanzmarkt sehen wir uns auch fiir die Zukunft in unserer strategischen Aus-
richtung bestitigt.

Das Depotbankgeschift, das Private Banking sowie die Betreuung von institutionel-
len Kunden bleiben unsere Kerngeschiftstelder. Hier sehen wir uns weiterhin als inte-
ressante Alternative zu den GrofB3banken. Im Vordergrund der angebotenen Dienstleis-
tungen bleiben flir uns Qualitit, Kompetenz, Flexibilitit und die personliche Betreuung.

Unsere strategische Ausrichtung im Depotbankgeschift sieht neben der stindigen
Verbesserung der Effizienz der Prozesse weiteres Wachstum durch die Gewinnung neuer
Mandate und Kunden vor. Durch unser marktfiihrendes Asset Management System
SCD, das unseren institutionellen Kunden eine professionelle Dienstleistung mit der
Zuverlassigkeit einer traditionellen Privatbank bietet, glauben wir auch im kommenden
Jahr fiir Neu- und Bestandskunden ein attraktiver Dienstleister zu sein. In diesem Zu-
sammenhang werden wir unsere Akquisitionsaktivititen deutlich intensivieren und die
vorhandenen Marktpotenziale fiir uns nutzen.

Als Antwort auf die stetig zunehmenden und kostentreibenden Regulierungslasten
werden wir auch in 2017 weiter an organisatorischen Verschlankungen arbeiten und in
diesem Zusammenhang die beiden Firmen am Standort enger miteinander verzahnen
und die Prozesse besser aufeinander abstimmen. Auch die Serviceangebote an unsere
externen Geschiftspartner wollen wir verstirkt elektronisieren, um damit die Effizienz
fir beide Seiten zu erhdhen.

Im Privatkundengeschift sehen wir uns durch unsere vor Jahren eingeleitete klare,
transparente Ausrichtung als unabhingige deutsche Privatbank fiir Kunden aus dem
Grofraum Luxemburg und den angrenzenden deutschen Regionen gut aufgestellt.

Mit der Einfiihrung des Common Reporting Standard, durch den sich die meisten
Staaten selbstverpflichtet haben, lindertibergreifend durch den Austausch von Daten fiir
Steuertransparenz zu sorgen, wurde auch ein Marktumfeld geschaffen, was den meisten
Finanzplitzen gleiche Bedingungen bietet und damit auch neuen Wettbewerb schafft.

Wir sind tiberzeugt, dass der Bedarf nach objektiver und unabhingiger Beratung
weiter wichst und der Standort Luxemburg flir grenziiberschreitend ausgerichtete
Kunden eine attraktive Alternative darstellt.

Fiir das laufende Geschiftsjahr 2017 erwarten wir ein Marktumfeld mit volatilen
Borsen und weiterhin niedrigen Zinsen, was fiir Anleger und Manager von Fondsver-
mogen viele Herausforderungen mit sich bringen wird. Hier werden wir als Verwalter
der uns von unseren Kunden direkt anvertrauten Vermogen, wie auch als Dienstleister
flir Fondsinitiatoren und -manager gefordert werden. Gerne stellen wir uns der Heraus-
forderung, zielftihrende Entscheidungen zu treffen und eine Infrastruktur vorzuhalten,
die es erlaubt, vielfiltige Assetklassen zu handeln, abzuwickeln, zu monitoren und zu
verwahren.

Auch in 2017 stehen wieder zahlreiche neue Regulierungen zur Umsetzung an.
Hierbei werden die Erweiterungen zu EMIR und im Meldewesen sowie die Neuerun-
gen mit MiFID II und CRS fiir uns im Mittelpunkt stehen.
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Basierend auf den geplanten Steigerungen der Geschiftsvolumina im Fonds- und Pri-
vatkundengeschift planen wir mit einer Zunahme der hieraus generierten Ertrige. Bel
der Eigenanlage werden wir auch in 2017 bei einem zu erwartenden weiterhin unat-
traktiven Zinsumfeld unserer risikoaversen, konservativen Anlagepolitik treu bleiben
und nehmen hierfiir auch weiterhin ein niedriges Zinsergebnis in Kauf. Die mittlerweile
in der ganzen Branche umgesetzte Weitergabe der Negativzinsen an groBe Einleger
entlastet das Zinsergebnis. Durch notwendige Investitionen in Infrastruktur und im
Wesentlichen durch die Indexierung der Personalkosten erwarten wir eine leichte Zu-
nahme des Verwaltungsaufwandes. Dennoch erwarten wir auch in 2017 ein dem
schwierigen Marktumfeld angemessenes Ergebnis und eine vertretbare Verzinsung des
Eigenkapitals zu erreichen.

Das neue Geschiftsjahr wird viele Herausforderungen mit sich bringen. Auch wenn
die Regulierungskosten, die notwendigen Investitionen und das Zinsumfeld die Ren-
tabilitit unserer Bank belasten, so sehen wir uns mittelfristig durch unser risikobewuss-
tes und konservatives Geschiftsmodell als Bank in einer familiengefiithrten und un-
abhingigen Privatbankgruppe, mit dem Vertrauen unserer langjihrigen Kunden sowie
mit der Kompetenz unserer Mitarbeiter gut geriistet, um die vor uns liegenden Heraus-
forderungen erfolgreich zu meistern.
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Bericht des Aufsichtsrats

D er Aufsichtsrat wurde vom Vorstand im Geschiftsjahr 2016 regelmiBig, zeitnah
und umfassend schriftlich und miindlich tiber Lage und Geschiftsentwicklung
der Bank informiert. Die thm durch Gesetz und Satzung iibertragenen Aufgaben hat
der Aufsichtsrat wahrgenommen. Zwischen den drei Sitzungen, die im Geschiftsjahr
2016 stattfanden, unterrichtete der Vorstand den Vorsitzenden des Aufsichtsrats regel-
miaBig tiber wesentliche Entwicklungen und Entscheidungen.

Im Vordergrund der Berichterstattung an den Aufsichtsrat standen die wirtschaftliche
Lage der Gesellschaft sowie die Finanzkennzahlen, grundsitzliche Fragen der Geschifts-
politik und -strategie, das Risitkomanagement sowie sonstige wichtige Vorkommnisse.
Der Ausbau des Depotbank-Geschifts, der Einsatz einer Asset Management Software
zur Abbildung von Dienstleistungen fiir das Fondsgeschift am Standort, die Aktivititen
im Privatkundengeschift, die Umsetzung neuer aufsichtsrechtlicher Meldeanforderun-
gen sowie aufsichtsrechtlicher Vorschriften, die zusitzliche Anforderungen vor allem an
die Liquiditits- und Kapitalausstattung stellen, waren ein wesentlicher Teil der Erorte-
rungen.

Uber die vorgelegten zustimmungsbediirftigen Geschifte wurde schriftlich im Um-
laufverfahren entschieden.

Der Aufsichtsrat erorterte mit dem Vorstand unter Berticksichtigung der getitigten
Investitionen und vor dem Hintergrund der laufenden und neu eingeleiteten Projekte
und dem herausfordernden Zinsumfeld sowie dem geringen Risikoprofil der Bank die
Ertragssituation und kam zu dem Schluss, dass sich diese wiederum zufriedenstellend
entwickelt habe. Die Auswirkungen der aktuellen und zukiinftig zu erwartenden re-
gulatorischen Anforderungen auf das Geschiftsmodell wurden ausgiebig betrachtet. Die
Ausrichtung auf eine risikoarme Anlagepolitik bei den Eigenbestinden wurde beibe-
halten.

Der Aufsichtsrat hat die Risikosituation der Gesellschaft regelmiflig mit dem Vor-
stand erdrtert und sich mit der Weiterentwicklung der Systeme und Verfahrensweisen
bei der Kontrolle der flir das Bankgeschift typischen Risiken intensiv auseinandergesetzt.

Der Jahresabschluss und Lagebericht wurden fiir das Geschiftsjahr 2016 von PwC
Luxembourg, Société coopérative, gepriift und als mit den gesetzlichen Vorschriften im
Einklang befunden. Der uneingeschrinkte Bestitigungsvermerk wurde erteilt. Der Auf-
sichtsrat nahm das Priifungsergebnis des Jahresabschlusspriifers zustimmend zur Kennt-
nis.

Der testierte Jahresabschluss hat dem Aufsichtsrat in seiner Sitzung am 22. Februar
2017 vorgelegen und wurde dort eingehend besprochen. Einwendungen des Aufsichts-
rats haben sich nicht ergeben. Als Ergebnis hat der Aufsichtsrat den Jahresabschluss
gebilligt und zur Feststellung an die Generalversammlung weitergeleitet.

Mit Wirkung zum 30. Juni 2016 schied Herr Rainer Schiffels aus dem Vorstand der
Bank aus. Der Aufsichtsrat dankt Herrn Schiffels fiir die gute Zusammenarbeit.

Herr Dr. Peter Rentrop-Schmid, Partner der M.M.Warburg & CO (AG & Co.)
KGaA, Hamburg, schied zum 10. Oktober 2016 als stellvertretender Aufsichtsratsvor-
sitzender aus dem Aufsichtsrat aus. Den stellvertretenden Vorsitz tibernahm Herr Dirk
Schulze, Vorstand der Warburg Invest Luxembourg S.A. Herr Schulze schied bedingt
durch seinen Austritt bei der Warburg Invest Luxembourg S.A. zum 30. November
2016 als stellvertretender Vorsitzender aus dem Aufsichtsrat aus. Der Aufsichtsrat dankt
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Herrn Dr. Rentrop-Schmid und Herrn Schulze fiir die langjihrige gute Zusammen-
arbeit.

Den stellvertretenden Vorsitz des Aufsichtsrats iibernahm Herr Dominik Wilcken,
Generalbevollmichtigter der M.M.Warburg & CO (AG & Co.) KGaA, Hamburg, der
zum 9. Dezember 2016 in den Aufsichtsrat eintrat.

Der Aufsichtsrat dankt dem Vorstand sowie den Mitarbeiterinnen und Mitarbeitern
der M.M.Warburg & CO Luxembourg S.A. fur die im abgelaufenen Geschiftsjahr ge-
leistete Arbeit.

Luxemburg, den 22. Februar 2017 Der Aufsichtsrat

Joachim Olearius
— Vorsitzender —
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Prifungsurteil des gesetzlichen
Abschlusspriifers

Der vollstindige Jahresabschluss wurde vom gesetzlichen Abschlusspriifer, PwC
Luxembourg, Société coopérative, mit dem uneingeschrinkten Bestitigungsver-
merk versehen und enthilt keinerlei Verweise auf Umstinde, auf die die gesetzlichen
Abschlusspriifer in besonderer Weise aufmerksam gemacht haben, ohne den Bestiti-
gungsvermerk einzuschrinken.

Der Bestitigungsvermerk im Wortlaut ist dem vollstindigen Jahresabschluss, wie er
gem. Art. 71 (1) des Gesetzes vom 17. Juni 1992 durch Hinterlegung beim Registre de
Commerce et des Sociétés, 14, rue Erasme, L-1468 Luxemburg, verdftentlicht wurde,

zu entnehmen.

Depotbankpriifung

m jihrlichen Rhythmus erfolgt eine Priifung durch den gesetzlich zu bestellenden

Wirtschaftspriifer tiber das eingerichtete Kontrollsystem und die Wirksamkeit der
Kontrollen (ISAE 3402 Report, Typ 2). Die in dem Priifungsbericht von PwC
Luxembourg, Société coopérative, fir den Prifungszeitraum vom 1. Oktober 2015
bis zum 30. September 2016 enthaltenen Feststellungen werden in einem Uber-
wachungsverfahren der Internen Revision durch die jeweils zustindigen Fachbereiche
bearbeitet und in einem Managementinformationssystem an die Gesellschaftsorgane
berichtet. Es existiert kein Management-Letter.
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Jahresabschluss
zum
31. Dezember 2016
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Jahresabschlu

ss zum 31. Dezember 2016

(AUSGEDRUCKT IN EUR)

Aktiva

31.12.2016

31.12.2015

1.  Kassenbestand, Guthaben bei
Zentralbanken und Postscheckimtern

277.588.440,39

116.336.554,75

2. Forderungen an Kreditinstitute

a) taglich fillig

285.083.737,79
50.710.160,58

325.200.278,74
72.084.775,59

b) andere Forderungen 3.1 234.373.577,21 253.115.503,15
Forderungen an Kunden 3.1 44.049.067,48 30.045.116,42
4. Schuldverschreibungen und andere festver- 3.2 661.472.656,00 850.952.236,53
zinsliche Wertpapiere
a) Offentlicher Emittenten 322.076.600,73 459.121.704,25
b) anderer Emittenten 339.396.055,27 391.830.532,28
5. Aktien und andere nicht 3.3 0,00 0,00
festverzinsliche Wertpapiere
6.  Beteiligungen 3.4/3.5 26.728,89 26.728,89
7.  Anteile an verbundenen 3.4/3.6 6.072.449,97 6.072.449,97
Unternehmen
8. Immaterielle Anlagewerte 3.4 906.122,07 1.028.658,49
9.  Sachanlagen 3.4 2.629.892,57 2.602.272,21
10.  Sonstige Vermdogensgegenstinde 3.7 8.174.540,05 9.842.809,55
11.  Rechnungsabgrenzungsposten 526.427,12 1.629.364,98

Summe der Aktiva

1.286.530.062,33

1.343.736.470,53

Die Anmerkungen im Anhang sind wesentlicher Bestandteil des Jahresabschlusses.
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Passiva 31.12.2016 31.12.2015
1. Verbindlichkeiten gegeniiber Kredit- 522.232,92 526.173,10
instituten
a) taglich fillig 522.232,92 526.173,10
b) mit vereinbarter Laufzeit oder Kiindi- 3.8 0,00 0,00
gungsfrist
2. Verbindlichkeiten gegentiber Kunden 1.239.720.623,82 1.294.671.144,42
Andere Verbindlichkeiten
a) taglich fillig 1.232.016.860,51 1.293.369.922,79
b) mit vereinbarter Laufzeit oder Kiindi- 3.8 7.703.763,31 1.301.221,63
gungsfrist
Sonstige Verbindlichkeiten 3.9 1.458.982,75 1.757.108,16
4. Rechnungsabgrenzungsposten 471.583,24 98.401,52
Riickstellungen 8.012.580,46 8.923.057,64
a) Ruiickstellungen fiir Pensionen und 569.058,15 627.110,00
ihnliche Verpflichtungen
b) Steuerriickstellungen 2.866.429,19 2.276.939,38
c) andere 3.10 4.577.093,12 6.019.008,26
6 Gezeichnetes Kapital 3.11 13.000.000,00 13.000.000,00
7. Riicklagen 3.12 19.740.000,00 19.740.000,00
8. Ergebnisvortrag 20.585,69 2.089,79
9 Gewinn des Geschiftsjahres 3.583.473,45 5.018.495,90
Summe der Passiva 1.286.530.062,33 1.343.736.470,53
Die Anmerkungen im Anhang sind wesentlicher Bestandteil des Jahresabschlusses.
Bilanzvermerke 31.12.2016 31.12.2015
1. Eventualverbindlichkeiten 3.13 2.424.707,82 2.959.056,06
davon:
Verbindlichkeiten aus Biirgschaften und 640.833,84 693.579,13
Haftung aus der Bestellung von Sicherheiten
2. Zusagen 3.14 1.562.814,83 1.635.675,37
Treuhandgeschifte 3.15 122.800.000,00 100.600.000,00

Die Anmerkungen im Anhang sind wesentlicher Bestandteil des Jahresabschlusses.
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Gewinn -

fiilr die Zeit vom 1. Januar bis

und Verlustrechnung

31.

(AUSGEDRUCKT IN EUR)

Dezember 2016

Aufwendungen 31.12.2016 31.12.2015

1. Zinsaufwendungen und ahnliche Aufwen- -2.865.004,71 361.283,71
dungen

2. Provisionsaufwendungen 2.905.304,02 4.153.428,52
Aufwand aus Finanzgeschiften 0,00 101.865,73

4. Allgemeine Verwaltungsaufwendungen

a) Personalaufwand

darunter:

aa) Lohne und Gehilter

ab) Soziale Aufwendungen
davon fir Altersversorgung

b) andere Verwaltungsaufwendungen

44

20.144.090,40

12.882.162,71

10.986.827,16
1.817.746,67
363.732,14

7.261.927,69

18.690.721,79
12.067.112,39

10.350.341,28

1.663.385,85

343.382,86
6.623.609,40

5. Abschreibungen und Wertberichtigungen
auf immaterielle Anlagewerte und Sach-
anlagen

957.734,36

965.609,18

6.  Sonstige betriebliche Aufwendungen

4.5

240.295,19

533.067,88

7. Abschreibungen und Wertberichtigungen auf
Forderungen und Zufiihrungen zu Riick-
stellungen fuir Eventualverbindlichkeiten und
Kreditrisiken

0,00

0,00

8. Steuern auf das Ergebnis der gewthnlichen
Geschiftstitigkeit

1.403.000,00

1.882.000,00

9. Ergebnis der gewthnlichen Geschiftstitig-
keit nach Steuern

(3.759.160,13)

(5.176.704,18)

10.  Sonstige Steuern, soweit nicht unter den 175.686,68 158.208,28
obigen Posten ausgewiesen

11.  Gewinn des Geschiftsjahres 3.583.473,45 5.018.495,90

Summe der Aufwendungen 26.544.579,39 31.864.680,99

Die Anmerkungen im Anhang sind wesentlicher Bestandteil des Jahresabschlusses.
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Ertrage 31.12.2016 31.12.2015
1. Zinsertrige und dhnliche Ertrige 2.011.286,35 4.012.582,26
darunter aus festverzinslichen Wertpapieren 30.426,81 575.233,56
2. Ertrige aus Wertpapieren 234.090,00 516.411,29
a) Ertrage aus Aktien, Anteilen und 0,00 0,00
anderen nicht festverzinslichen
Wertpapieren
b) Ertrige aus Anteilen an verbundenen 234.090,00 516.411,29
Unternehmen
Provisionsertrige 20.346.605,36 23.431.346,85
4. Ertrige aus Finanzgeschiften 211.207,60 0,00
5. Ertrige aus der Auflésung von Wertberich- 0,01 5.448,16
tigungen auf Forderungen und Riickstel-
lungen fiir Eventualverbindlichkeiten und
Kreditrisiken
6.  Sonstige betriebliche Ertrige 4.3 3.741.390,07 3.898.892,43
Summe der Ertrige 4.1 26.544.579,39 31.864.680,99

Die Anmerkungen im Anhang sind wesentlicher Bestandteil des Jahresabschlusses.

29



ANHANG

Anhang

I. ALLGEMEINE INFORMATIONEN

a) Rechtliche Grundlage

Die M.M.Warburg & CO Luxembourg S.A. wurde als Société Anonyme am
15. Februar 1973 durch den Notar Prosper-Robert Elter gegriindet.

Der Gesellschaftssitz lautet: L-1413 Luxembourg, 2, place Fran¢ois-Joseph Dargent. Die
Bank ist eingetragen im Handelsregister der Stadt Luxembourg unter der Nr. B 10700.
Die Satzung wurde zuletzt geindert gemal; Urkunde des in Luxemburg amtierenden
Notars Paul Decker vom 18. Dezember 2009, veroffentlicht im Memorial C Nummer
414 vom 25. Februar 2010.

b) Zweck der Gesellschaft

Zweck der Gesellschaft ist der Betrieb einer Bank. In dieser Eigenschaft ist die
Gesellschaft berechtigt, alle Bankgeschifte und alle Geschifte, die mit Bankgeschaf-
ten in irgendeiner Beziehung stehen, auf eigene oder fremde Rechnung zu be-
treiben, insbesondere a) fremde Gelder aus Einlagen anzunehmen und zu verzinsen,
b) Gelddarlehen und Kredite jeder Art zu gewihren, ¢) Wechsel und Schecks an-
zukaufen, d) Wertpapiere fiir eigene und fiir fremde Rechnung anzuschaffen und
zu veriuBern, e) Wertpapiere flir andere zu verwahren und zu verwalten, f) Schuld-
verschreibungen, Kassenobligationen und Schuldscheine auszugeben und mit diesen
zu handeln, g) die Emission von Aktien, Gesellschaftsanteilen, Zertifikaten, Schuld-
verschreibungen und anderen Wertpapieren zu fordern, solche Wertpapiere im ei-
genen Namen oder im Namen Dritter zu zeichnen und sie 6ffentlich oder privat
zu platzieren, h) alle internationalen Finanz-, Geld- und Devisengeschifte durch-
zuftihren, 1) Biirgschaften, Garantien und sonstige Gewihrleistungen fiir andere zu
tibernehmen, j) den bargeldlosen Zahlungsverkehr und Abrechnungsverkehr durch-
zufithren, k) das dokumentire In- und Auslandsgeschift zu betreiben. Die Gesell-
schaft kann ferner Grundstiicke erwerben, veriuBern und belasten, Sicherheiten
jeder Art annehmen, bestellen und aufgeben, Beteiligungen erwerben und ver-
duBern, Handelsgeschifte und andere Wirtschaftsunternehmen, die auch auf dem
Grundstiicksmarkt titig sein konnen, betreiben und griinden, soweit solche Ge-
schifte in irgendeiner Beziehung zu dem Gesellschaftszweck stehen oder zur Errei-

chung des Gesellschaftszwecks dienlich sein konnen.

c) Jahresabschluss
Der vorliegende Jahresabschluss zum 31. Dezember 2016 wurde nach den Vorschriften
des Gesetzes liber den Jahresabschluss von Kreditinstituten vom 17. Juni 1992 (Lux-

GAAP) aufgestellt. Zu der Verdffentlichung verweisen wir auf Seite 1 des Berichts. Fiir
die Darstellung der Gewinn- und Verlustrechnung hat die Bank die Kontoform gewihlt.
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2. BILANZIERUNGS- UND BEWERTUNGSMETHODEN

Die Bank erstellt ihren Jahresabschluss in Euro (EUR), der Wihrung des Eigenkapitals.

Forderungen und Guthaben sind zum Nominalwert und unter Diskontabzug herein-
genommene Schuldtitel sind mit ihren Ankaufskursen angesetzt.

Die Bank bildet Einzelwertberichtigungen und Riickstellungen, um den erkenn-
baren Kreditrisiken angemessen Rechnung zu tragen.

Die Berechnung der Pauschalwertberichtigung (Sammelwertberichtigung zu Forde-
rungen) wird entsprechend der Anweisung der Steuerverwaltung vom 16. Dezember
1997 vorgenommen.

Die Bank hilt zum Bilanzstichtag Schuldverschreibungen und andere festverzinsliche
Wertpapiere im Liquidititsbestand. Diese Wertpapiere sind zu durchschnittlichen An-
schaffungskosten bzw. zu niedrigeren Marktkursen bewertet. Die in fritheren Jahren in
Ubereinstimmung mit den Artikeln 56 (2 f) und 58 (2 e) und Artikel 62 (1) des Ge-
setzes tiber den Jahresabschluss vom 17. Juni 1992 gebildeten Wertberichtigungen auf
bestimmte Vermdogenswerte werden (aus steuerlichen Griinden) auch dann beibehalten,
wenn der Grund fiir deren Bildung entfallen ist. Zum Bilanzstichtag wurden maogliche
Zuschreibungen in Hohe von TEUR 489 nicht vorgenommen.

Beteiligungen, Anteile an verbundenen Unternehmen und Sachanlagen sind zu
Anschaffungskosten bewertet. Sachanlagen werden unter Zugrundelegung ihrer be-
triebsgewohnlichen Nutzungsdauer linear abgeschrieben. Abschreibungswahlrechte
werden entsprechend der steuerlichen Moglichkeiten voll genutzt. Im Berichtsjahr 2015
wurde die Umstellung auf die pro-rata-temporis-Regel durchgeftihrt.

Als Abschreibungssitze kommen zur Anwendung:

EDV-Ausstattungen 14-66%
Immaterielle Anlagewerte 20-33%
Fuhrpark 16-25%
Sonstige Geschiftsausstattungen 10-20%

Der Abschreibungssatz fiir EDV-Ausstattung wurde in diesem Jahr flir eine Erneuerung
des Speichernetzwerk (Storage Area Network) auf die Nutzungsdauer von 20 Monaten
erhoht. Des Weiteren wurde die Nutzungsdauer flir Fuhrpark auf sechs Jahre erhoht.

Geringwertige Wirtschaftsgiiter (Anschaffungskosten unter EUR 870,00) werden ab
2016 im Jahr der Anschaffung aktiviert und als Sammelposten tiber flinf Jahre abge-
schrieben.

Die Aufteilung der Sammelwertberichtigung auf die gewichteten Aktiva nach Lux-
GAAP wird unterjihrig vereinfacht vorgenommen. Es erfolgte zum 31. Dezember 2016
keine Aufteilung auf die Bilanzposten Beteiligungen, Anteile an verbundenen Unter-
nehmen, Immaterielle Anlagewerte und Sachanlagen.

Verbindlichkeiten sind mit dem Riickzahlungsbetrag bewertet. Pensionsverpflich-
tungen werden durch einen Aktuar nach versicherungsmathematischen Grundsitzen

bewertet und entsprechend ihres Teilwertes als Riickstellungen bilanziert.
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Vermogenswerte, Verbindlichkeiten sowie Geschifte, die aullerhalb der Bilanz zu ver-
merken sind, sind mit den Devisenmittelkursen zum 30.12.2016 in die Kapitalwihrung
umgerechnet worden.

Die aus der Wihrungsumrechnung entstandenen Differenzbetrige fiir durch Termin-
geschifte gedeckte Kassaposten sowie fuir durch Kassaposten gedeckte Termingeschifte
wurden erfolgsneutral erfasst. Zum Bilanzstichtag bestanden weitgehend geschlossene
bzw. gehedgte Positionen. Die Ertrige und Aufwendungen sind zu Entstehungskursen
eingebucht worden.

Allen erkennbaren Risiken und Verbindlichkeiten, die dem Grunde nach, aber noch
nicht ihrer Hohe nach bekannt waren, wurde durch Bildung von Riickstellungen Rech-
nung getragen. Die oben genannten Grundsitze zur Abdeckung von Risiken werden
auch fir Geschifte angewandst, die auBerhalb der Bilanz vermerkt sind.

Negative Zinsen aus Aktiv-(bzw. Passiv-)geschiften sind im Zinsertrag (Zinsaufwand)
zu erfassen (Reduktion des Zinsertrags bzw. Zinsaufwands).
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3. ERLAUTERUNGEN ZUR BILANZ

Zum Bilanzstichtag lag der Gesamtbetrag der Vermogensgegenstande in Fremdwihrun-
gen bei TEUR 258.941 (Vorjahr TEUR 254.611), was 20 % (Vorjahr 19 %) der Bilanz-
summe entspricht. Die Verbindlichkeiten in Fremdwihrungen betrugen insgesamt
TEUR 406.400 (Vorjahr TEUR 363.313), was 32% (Vorjahr 27 %) der Bilanzsumme
entspricht.

3.1 Forderungen an Kreditinstitute und Kunden

Die Forderungen an Kreditinstitute und Kunden werden unter Berticksichtigung von
einzelnen Kreditrisiken dargestellt.

Die Aufgliederung der nicht tiglich filligen Forderungen an Kreditinstitute und
Kunden stellt sich wie folgt dar:

Restlaufzeit Kreditinstitute Kunden

in TEUR 31.12.2016  31.12.2015  31.12.2016  31.12.2015
Bis zu 3 Monaten 139.549 88.324 1.554 1.541
Mehr als 3 Monate bis 1 Jahr 94.825 164.791 2.527 477
Mehr als 1 bis 5 Jahre 0 0 95 89
Mehr als 5 Jahre 0 0 0 0
Gesamt 234.374 253.115 4.176 2.107

Zusitzlich bestanden Forderungen auf Sicht an Kreditinstitute in Héhe von TEUR
50.710 (Vorjahr TEUR 72.085) und an Kunden in Hohe von TEUR 39.873 (Vorjahr
TEUR 27.938).

In den ausgewiesenen Forderungen gegeniiber Kreditinstituten sind Forderungen an
verbundene Unternehmen in Hohe von TEUR 238.826 (Vorjahr TEUR 292.021)
enthalten.

In den ausgewiesenen Forderungen gegentiber Kunden sind Forderungen an verbun-
dene Unternehmen und Beteiligungen in Hohe von TEUR 258 (Vorjahr TEUR 368)
enthalten.

Die Forderungen an Kunden sind fast ausschlieBlich durch Wertpapiere oder andere
Sicherheiten gedeckt.

Die Buchwerte der Finanzinstrumente stellen das maximale Kreditrisikoengagement

dar.
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3.2 Schuldverschreibungen und andere festverzinsliche Wertpapiere

Die Bank ordnet Wertpapiere dem Finanz-Anlagevermogen zu, die sie bis zur Endfil-
ligkeit respektive bei Aktien langfristig halten will. Die Bank hilt zum 31.12.2016 kein
Finanz-Anlagevermogen.

Im Handelsbestand fasst die Bank Wertpapiere zusammen, deren einziges Ziel darin
besteht, einen kurzfristigen Kursnutzen zu realisieren. Die maximale Verweildauer der
Papiere in dieser Bestandsart darf 3 Monate nicht tiberschreiten. Die Bank hilt zum
31.12.2016 kein Handelsbestand.

Unter der Rubrik Liquidititsbestand werden alle iibrigen Wertpapiere ausgewiesen.
Der Ankauf dieser Papiere erfolgt in der Absicht, sie kurz-, mittel- oder auch lang-
fristig im Bestand zu halten und entweder Kursnutzen und/oder Zinsertrige zu erzielen.
Die Bestinde im Liquidititsbestand sollen der nachhaltigen Ertragssteigerung der Bank
dienen.

Die Bestinde der Bank an Schuldverschreibungen und anderen festverzinslichen
Wertpapieren in Hohe von TEUR 661.473 (Vorjahr TEUR 850.952) sind dem Liqui-
dititsbestand zugeordnet.

Zum Bilanzstichtag bestehende Marktpreis- und Bonititsrisiken sind in voller Hohe

berticksichtigt.

Restlaufeeit S stversinsliche Wertpapiere
in TEUR Liquidititsbestand

31.12.2016 31.12.2015
Bis zu 3 Monaten 25.295 34.585
Mebhr als 3 Monate bis 1 Jahr 173.332 151.646
Mebhr als 1 bis 5 Jahre 462.846 594.707
Mehr als 5 Jahre 0 70.014
Gesamt 661.473 850.952

Von den ausgewiesenen, ausschlieBlich borsennotierten Schuldverschreibungen und
anderen festverzinslichen Wertpapieren sind TEUR 198.627 im Jahr 2017 endfillig
(Vorjahr TEUR 186.232 in 2016 endfillig). TEUR 662.200 nominal kénnen im Rah-
men von Offenmarktgeschiften bei der Europiischen Zentralbank genutzt werden. Als
Sicherheit fiir Bérsentermingeschifte wurden nominal TEUR 20.000 bei einer Lager-
stelle hinterlegt.

Die Buchwerte der Finanzinstrumente stellen das maximale Kreditrisikoengage-
ment dar.
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3.3 Aktien und andere nicht festverzinsliche Wertpapiere

Zum Bilanzstichtag 31. Dezember 2016 hilt die Bank keine Aktien und andere nicht
festverzinsliche Wertpapiere (Vorjahr TEUR 0).

3.4 Anlagespiegel

Posten in TEUR Bruttowert Zuginge Abginge Bruttowert Kumulierte Abschrei- Nettowert
am 01.01.16 am Ende  Abschrei- bung des am 31.12.16
des Geschifts- bung am Geschifts-  (ohne
jahres 31.12.16 jahres SWB)
1. Beteiligungen 27 0 0 27 0 0 27
2. fL\Jnteﬂe an Verb%ndenen 6.072 0 0 6.072 0 0 6.072
nternehmen
3. Sachanlagen, 9.174 531 838 8.867 6.237 465 2,630
avon
a) Grundstiicke und Gebiude 4.491 61 87 4.465 2.410 165 2.055
b) Betriebs- und Geschifts- 4.683 470 751 4.402 3.827 301 575
ausstattung
4. Immaterielle Anlagewerte 6.204 369 0 6.573 5.667 492 906
Gesamt 21.477 900 838 21.539 11.904 957 9.635

1) Wir verweisen auf Ziffer 3.5 Beteiligungen und Ziffer 3.6 Anteile an verbundenen Unternehmen.

Das im Bankeigentum befindliche Gebiaude wird zu 24 % selbst betrieblich genutzt.

3.5 Beteiligungen

Die Bank ist an folgenden Unternehmen beteiligt:

Name Beteiligungsquote in %

2016 2015

Quint:Essence Capital S.A. (vormals: CAMCO Investment

2 2
Management S.A.) 0 0
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3.6 Anteile an verbundenen Unternehmen
Bei den nachstehend aufgefiihrten Unternehmen handelt es sich ausschlieflich um nicht
borsennotierte Gesellschaften, die in dem von der M.M.Warburg & CO Gruppe

GmbH, Hamburg, aufgestellten Konzernabschluss einbezogen sind.

Die Bank ist an folgenden Unternehmen beteiligt:

Name Beteiligungsquote in %
2016 2015

Metropolitan Trading Corporation S.A. 100 100

Nestor Investment Management S.A. 51 51

Da der Abschluss der M.M.Warburg & CO Luxembourg S.A. in den Konzern-
abschluss der M.M.Warburg & CO Gruppe GmbH, der den grofiten Kreis von
Unternehmen berticksichtigt, einbezogen wird, machen wir von der Erleichterung
gemill Art. 69 (Abs. 3) des Gesetzes vom 17. Juni 1992 Gebrauch. Zu weiteren
Einzelheiten verweisen wir auf die Beteiligungstibersicht im Konzernabschluss der
M.M.Warburg & CO Gruppe GmbH, Hamburg zum 31. Dezember 2016, der beim
elektronischen Bundesanzeiger hinterlegt wird.
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3.7 Sonstige Vermogensgegenstinde

In den sonstigen Vermogensgegenstinden sind insbesondere Forderungen aus Depot-
und Depotbank-Gebtihren in Hohe von TEUR 2.427 (Vorjahr TEUR 3.160), Steuer-
forderungen in Hohe von TEUR 2.825 (Vorjahr TEUR 3.602) sowie Einlosungsfor-
derungen in Hohe von TEUR 1.944 (Vorjahr TEUR 2.027) enthalten.

3.8 Verbindlichkeiten gegeniiber Kreditinstituten und Kunden

Die Aufgliederung der nicht taglich filligen Verbindlichkeiten gegentiber Kreditinsti-
tuten und Kunden stellt sich wie folgt dar:

Restlaufzeit Kreditinstitute Kunden

in TEUR 31.12.2016  31.12.2015  31.12.2016  31.12.2015
Bis zu 3 Monaten 0 0 6.132 1.196
Mehr als 3 Monate bis 1 Jahr 0 0 1.572 105
Mehr als 1 bis 5 Jahre 0 0 0 0
Mebhr als 5 Jahre 0 0 0 0
Gesamt 0 0 7.704 1.301

Zusitzlich bestanden Verbindlichkeiten auf Sicht gegeniiber Kreditinstituten in Hohe
von TEUR 522 (Vorjahr TEUR 526) und gegentiber Kunden in Hohe von TEUR
1.232.017 (Vorjahr TEUR 1.293.370).

Verbindlichkeiten gegentiiber verbundenen Unternehmen und Beteiligungen sind
in den Verbindlichkeiten gegeniiber Kreditinstituten mit TEUR 522 (Vorjahr TEUR
345) und in den Verbindlichkeiten gegeniiber Kunden mit TEUR 3.264 (Vorjahr
TEUR 4.217) enthalten.

3.9 Sonstige Verbindlichkeiten
Bei dem hier ausgewiesenen Betrag in Hohe von TEUR 1.459 (Vorjahr TEUR 1.757)
handelt es sich neben Verbindlichkeiten aus Lieferungen, Leistungen sowie sonstigen

Verbindlichkeiten in Hohe von TEUR 870 um noch abzufiihrende Steuern in Hohe
von TEUR 49 und Einlésungsverbindlichkeiten in Héhe von TEUR 540.
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3.10 Ruickstellungen
— sonstige —
In diesem Posten sind unter anderem diverse Riickstellungen fiir Sachkosten (TEUR
3.233), Riickstellungen flir den Luxemburgischen Einlagensicherungsfonds AGDL
(TEUR 1.138) sowie der Betrag der Sammelwertberichtigung enthalten, der auf aul3er-
bilanzielle Geschifte (TEUR 206) entfillt (vgl. 2. Bilanzierungs- und Bewertungs-
methoden).

3.11 Gezeichnetes Kapital

Das gezeichnete Kapital betrigt EUR 13.000.000,00.

3.12 Rucklagen

in TEUR 31.12.2016 31.12.2015
Gesetzliche Riicklage 1.300 1.300
Sonstige Kapitalriicklagen 2.556 2.556
Freie Riicklagen 15.884 15.884
Gesamt 19.740 19.740

Bei den sonstigen Kapitalriicklagen handelt es sich um eine Zahlung ohne Gegenleis-
tung der Aktionire der Bank. In den freien Riicklagen enthalten ist die nach steuerli-
chen Vorschriften gebildete Sonderriicklage nach VStG § 8a in Hohe von TEUR 3.692
(Vorjahr TEUR 4.628).

3.13 Eventualverbindlichkeiten
Von den ausgewiesenen Eventualverbindlichkeiten in Héhe von insgesamt TEUR 2.425

entfallen TEUR 1.784 auf im Kundenauftrag von der Bank gestellte Sicherheiten fiir
Dritte und TEUR 641 auf Gewihrleistungen und andere unmittelbare Kreditsubstitute.

Restlaufzeit in TEUR 31.12.2016 31.12.2015
Bis zu 3 Monaten 2.062 2.559
Mehr als 3 Monate bis 1 Jahr 333 400
Mehr als 1 bis 5 Jahre 30 0
Mehr als 5 Jahre 0 0
Gesamt 2.425 2.959
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3.14 Zusagen

Bei den nicht ausgenutzten Zusagen handelt es sich um feste Kreditzusagen gegeniiber

sieben Kunden (TEUR 1.563).

Restlaufzeit in TEUR 31.12.2016 31.12.2015
Bis zu 3 Monaten 0 395
Mehr als 3 Monate bis 1 Jahr 1.563 1.241
Mebhr als 1 bis 5 Jahre 0 0
Mehr als 5 Jahre 0 0
Gesamt 1.563 1.636

3.15 Treuhandgeschifte

Zum Bilanzstichtag bestehen sieben Treuhandgeschifte mit Kunden

TEUR 122.800 (Vorjahr TEUR 100.600).
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4. ERLAUTERUNGEN ZUR GEWINN- UND
VERLUSTRECHNUNG

4.1 Aufgliederung von Ertrigen nach geographischen Mirkten

Deutschland Luxemburg andere Linder
in TEUR 2016 2015 2016 2015 2016 2015
Zinsertrige 2.105 2.625 -156 1.306 63 81
Laufende Ertrige aus Aktien, Anteilen und
ande.re.n nicht festvel.rzinslichen Wertpapieren, 0 0 234 517 0 0
Beteiligungen, Anteilen an verbundenen
Unternehmen
Provisionsertrige 1.021 1.778 18.591 20.587 735 1.067
Ertrige aus Finanzgeschitten 212 0 -1 0 0 0
Ertrige aus der Auflosung von Wertberichtigun-
gen auf Forderungen und Riickstellungen fiir 0 0 0 5 0 0
Eventualverbindlichkeiten und Kreditrisiken
Sonstige betriebliche Ertrige 72 21 3.640 3.868 29 10
Gesamt 3.410 4.424  22.308  26.283 827 1.158

4.2 Dienstleistungsgeschift

Die Bank betreibt die Vermogensverwaltung und Anlageberatung fiir Privatkunden
sowie die Verwahrung und Verwaltung von Wertpapieren fiir Dritte.

Zum 31. Dezember 2016 fungiert die Bank als Depotbank fiir Luxemburger
Fonds und Sondervermdgen mit einem Gesamtvolumen von TEUR 22.216.067
(Vorjahr TEUR 23.311.092) sowie fiir Verbriefungsvehikel mit einem Volumen von
TEUR 1.372.806 (Vorjahr TEUR 1.273.077). Die Vergleichszahl des Vorjahres in
Bezug auf die Luxemburger Fonds und Sondervermégen wurde von TEUR
24.584.169 auf TEUR 23.311.092 aufgrund eines nicht korrekten Ausweises im
Anhang des Vorjahres angepasst.

4.3 Sonstige betriebliche Ertrige

Hierunter werden Entgelte und Kostenerstattungen flir Leistungen, welche die Bank fiir
Dritte erbracht hat (TEUR 2.224), die Auflosung der nicht mehr bendotigten Steuerriick-
stellungen (TEUR 147), Kostenriickstellungen (TEUR 622) und die Teilauflosung der
AGDL-Rickstellung korrespondierend mit dem Aufwand fur die Zahlung in den Single
Resolution Fund (TEUR 218) sowie weitere sonstige Ertrige (TEUR 530) ausgewiesen.
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4.4 Andere allgemeine Verwaltungsaufwendungen

Unter den anderen Verwaltungsaufwendungen sind unter anderem Aufwendungen fiir
die Inanspruchnahme von Research- und Informationsdienstleistungen im Wertpapier-
geschift, Wartungskosten fiir EDV Hard- und Software sowie Beratungskosten ent-
halten.

Das im Geschiftsjahr als andere Verwaltungsaufwendungen erfasste Honorar fiir den

Abschlusspriifer setzt sich im Einzelnen wie folgt zusammen:

Priifung Jahresabschluss TEUR 138
Andere Priifungsleistungen TEUR 178
Steuerberatungsleistungen TEUR 0
Sonstige Leistungen TEUR 34

Die Angaben enthalten keine Mehrwertsteuer.

4.5 Sonstige betriebliche Aufwendungen

Die sonstigen betrieblichen Aufwendungen beinhalten im Wesentlichen Verluste aus
Eindeckungsgeschiften in Hohe von TEUR 65 (Vorjahr TEUR 149), periodenfremde
Aufwendungen in Hohe von TEUR 136 (Vorjahr TEUR 124) sowie Anlagenabginge
mit Buchverlust TEUR 39.

§. SONSTIGE FINANZIELLE VERPFLICHTUNGEN

Die Bank hat aus verschiedenen Mietvertrigen Verpflichtungen von TEUR 706 (Vor-
jahr TEUR 581), die zum grofiten Teil gegeniiber verbundenen Unternehmen beste-
hen, und aus einem Leasingvertrag Verpflichtungen in Hohe von TEUR 1.646 (Vorjahr
TEUR 1.920).

6. DERIVATE

Am Bilanzstichtag bestanden in folgenden Geschiftsarten noch nicht abgewickelte
Termingeschifts-Kontrakte:

Termingeschifte im Auftrag von Kunden in fremden Wihrungen in Hohe von
TEUR 1.304.352.

Termingeschifte in Form von Zins-Swapgeschiften, welche die Bank zur Absiche-
rung von Zinsinderungsrisiken abgeschlossen hat, bestanden zum Bilanzstichtag nicht.

Termingeschifte in Form von 31 Fremdwihrungs-Swaps mit einem EUR-Gegen-
wert in Hohe von TEUR 150.258, welche die Bank zur Absicherung von Devisenri-
siken abgeschlossen hat, bestanden zum Bilanzstichtag.

Fiir keine der obigen Posten bestand eine Handelsposition der Bank.
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Das Gegenparteiausfallrisiko fiir wihrungskursbezogene Geschifte (OTC) wird anhand
der Marktbewertungsmethode ermittelt. Das derivative Kreditrisiko ") aus diesen Posi-
tionen stellt sich wie folgt dar:

positive negative Kreditrisiko anrechenbare Kreditrisiko
Volumen Marktwerte ~ Marktwerte urspriinglich Sicherheiten = nach CRM
Kontrahent in TEUR in TEUR in TEUR in TEUR in TEUR in TEUR
Kreditinsticut 844.000 4215 -18.983 12.357 12357 0
verbunden
707.344 18.613 -4.089 25.726 -22.304 1.999
1.551.344 22.828 -23.072 38.083 -34.661 1.999

Da die Bank ein Nichthandelsbuchinstitut ist, werden die Derivate ausschlieBlich im
Kundenauftrag gehandelt und durch entsprechende Gegengeschifte abgesichert.

7. KAPITALRENDITE

Die Kapitalrendite, berechnet als Quotient aus Nettogewinn und Bilanzsumme, betrigt

0,28 %.

8. OFFENLEGUNG GEM. TEIL § DER VERORDNUNG EU
NR. §75/2013 VOM 26.06.2013 UBER AUFSICHTS-
ANFORDERUNGEN AN KREDITINSTITUTE

Die Bank M.M.Warburg & CO Luxembourg S.A. ist als unbedeutendes Tochterunter-
nehmen von der Offenlegung gemil3 Teil 8 der EU-Verordnung auf Einzelinstitutsebene
befreit, da das Mutterinstitut diese Pflicht gemil3 Artikel 13 (1) der Verordnung auf
konsolidierter Basis erftillt.

Die M.M.Warburg & CO (AG & Co.) KGaA, Hamburg setzt als iibergeordnetes
Institut der aufsichtsrechtlichen Institutsgruppe gemil § 10a Abs. 1 Satz 1 in Verbindung
mit § 26a Kreditwesengesetz die Offenlegungspflichten um.

Dieser ist auf der Homepage der M.M.Warburg & CO (AG & Co.) KGaA
(www.mmwarburggruppe.de) verfligbar.

1) Nur derivatives Kreditrisiko, ohne Risikokomponenten aus Marktrisiken (Fremdwihrungsrisiko, CVA)
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9. EINLAGENSICHERUNGSSYSTEM

Am 18. Dezember 2015 wurde das Gesetz tiber die Massnahmen zur Auflésung, Sanie-
rung und Abwicklung von Kreditinstituten und Wertpapierfirmen sowie tiber die Sys-
teme zur Einlagensicherung und Anlegerentschidigung (« das Gesetz ») verabschiedet,
das die EU-Richtlinie 2014/59/EU zur Festlegung eines Rahmens fiir die Sanierung
und Abwicklung von Kreditinstituten und Wertpapierfirmen sowie die EU-Richtlinie
2014/49/EU iiber Einlagensicherungssysteme und Anlegerentschidigungssysteme in
Luxemburger Recht umsetzt.

Das zustindige Einlagensicherungssystem ist der ,,Fonds de garantie des dépdts Lu-
xembourg”(FGDL). Das System sichert Einlagen des gleichen Einlegers bis zu einem
Betrag von EUR 100.000, Anlagegeschifte bis zu einem Betrag von EUR 20.000.

In der Vergangenheit fiir Zwecke der AGDL gebildete Riickstellungen in den Jahres-
abschliissen der Kreditinstitute werden entsprechend den von den Kreditinstituten zu
leistenden Beitrigen zum Luxemburger Einlagensicherungsfonds (,,Fonds de garantie
des dépots Luxembourg® (FGDL)) nach und nach aufgelost.

Der Zielbetrag an finanziellen Mitteln des FGDL muss gemiss Artikel 1 Nummer
36 des Gesetzes zu Beginn des Jahres 2024 mindestens 1% der garantierten Einlagen
aller Kreditinstitute in allen teilnehmenden Mitgliedstaaten erreichen. Dieser Betrag
wird von den Kreditinstituten iiber jihrliche Beitragsleistungen in den Geschiftsjahren
2015 bis 2024 erhoben.

Der Zielbetrag an finanziellen Mitteln des FGDL ist auf 0,8% der in Artikel 163
Nummer 8 des Gesetzes definierten garantierten Einlagen der relevanten Kreditinstitute
festgelegt und muss bis Ende des Jahres 2018 erreicht werden. Die Beitragsleistungen
erfolgen auf jahrlicher Basis zwischen 2016 und 2018. Fiir das Geschiftsjahr 2015 haben
die Kreditinstitute im Vorgriff auf die Beitragsleistungen bereits eine Riickstellung in
Hohe von 0,2% der garantierten Einlagen berticksichtigt, die als Aufldsung der beste-
henden AGDL Riickstellung geleistet wurde. Nach Erreichen der 0,8% werden die
Luxemburger Kreditinstitute in den folgenden acht Jahren weitere Beitrige leisten, um
einen zusatzlichen Sicherheits-Puffer in Hohe von 0,8 % der in Artikel 163 Nummer 8

des Gesetzes definierten garantierten Einlagen zu bilden.
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I0O. ORGANSCHAFT

Die ab dem Jahr 2015 von der Steuerverwaltung genehmigte steuerliche Organschaft
fiir Korperschaft- und Gewerbesteuerzwecke zwischen der M.M.Warburg & CO Lu-
xembourg S.A. als Organtrigerin und der Schwestergesellschaft Warburg Invest Luxem-
bourg S.A. als Organgesellschaft wurde im Jahr 2016 fortgefiihrt.

II. MITARBEITER

Im Geschiftsjahr 2016 wurden durchschnittlich 168 Mitarbeiter beschiftigt, die sich
nach Gruppen wie folgt zusammensetzten:

Vorstand 2
Leitende Angestellte 14
Angestellte 152

I2. ORGANE

Die Bank wird seit dem 18. Dezember 2009 nach der dualistischen Kontrollstruktur,
bestehend aus Vorstand und Aufsichtsrat, verwaltet. Die Geschiftsleitung obliegt dem
Vorstand. Der Aufsichtsrat tibt die permanente Kontrolle tiber die Tiatigkeiten des Vor-
stands aus.

Die Organe setzten sich im Geschiftsjahr 2016 wie folgt zusammen:

Aufsichtsrat:
Joachim Olearius, Hamburg — Vorsitzender —
Sprecher der Partner der M.M.Warburg & CO (AG & Co.) KGaA, Hamburg

Dr. Peter Rentrop-Schmid, Hamburg — stellvertretender Vorsitzender— (bis zum 10.10.2016)
Partner der M.M. Warburg & CO (AG & Co.) KGaA, Hamburg

Dominik Wilcken, Hamburg (seit dem 09.12.2016)
— stellvertretender Vorsitzender — (seit dem 12.12.2016)
Generalbevollmichtigter der M.M.Warburg & CO (AG & Co.) KGaA, Hamburg

Dr. Julien Alex, Luxemburg
Botschafter a.D.

Dirk Schulze, Luxemburg (bis zum 30.11.2016)

— stellvertretender Vorsitzender — (seit dem 11.10.2016 bis 30.11.2016)
Vorstand der Warburg Invest Luxembourg S.A., Luxemburg
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Vorstand:

Rainer Schiffels (bis zum 30.06.2016)
Carl-Egbert Stever

Ruidiger Tepke

3. KONZERNZUGEHORIGKEIT

Die Bank M.M.Warburg & CO Luxembourg S.A. wird als Tochterunternehmen in den
Konzernabschluss der M.M.Warburg & CO Gruppe GmbH, Hamburg, einbezogen.

Aus diesem Grund verzichtet die Bank auf die Aufstellung eines eigenen Teil-Kon-
zernabschlusses gemil3 Art. 80 des Gesetzes vom 17. Juni 1992.

Der Konzernabschluss wird beim elektronischen Bundesanzeiger bekannt gegeben.

I4. GEWINNVERWENDUNG

Der Vorstand schligt der Generalversammlung vor, aus dem Gewinn des Geschifts-
jahres in Hohe von EUR 3.583.473,45 sowie dem Ergebnisvortrag in Héhe von
EUR 20.585,69 ausmachend EUR 3.604.059,14 eine Dividende in Hohe von
EUR 3.600.000,00 zu zahlen. Der verbleibende Betrag in Hohe von EUR 4.059,14
wird auf neue Rechnung vorgetragen.

Luxemburg, 16. Februar 2017 M.M.Warburg & CO Luxembourg S.A.



This English translation has

been

provided for convenience only.

Business development -

M.M.Warburg & CO Luxembourg S.A.

Overview

EUR x 1 million 2016 2015 2014 2013 2012
Balance sheet total 1,286.5 1,343.7 1,2199 12119 1,177.2
Total volume 1,413.3 1,4489 1,360.0 1,217.9 1,181.0
Share capital and reserves 32.7 32.7 32.5 32.5 27.5
Profit for the year 3.6 5.0 4.3 4.0 7.0
Funds held in safe custody 316 345 347 270 555
(number)

Volume of funds held in safe

custody (EUR x 1 billion) 23.6 24.6 22.6 20.4 19.1
Volume of customers’ funds

held in safe custody 5.6 7.2 7.8 6.5 7.0
(EUR x 1 billion)

Number of employees 172 153 134 125 109
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Annual Report 2016
of

M. M. WARBURG & CO LUXEMBOURG S.A.

Note to the annual report pursuant to Article 73 of the Law of June 17, 1992
on the annual and consolidated accounts of credit institutions incorporated
under Luxembourg law.

This annual report comprises a schematic and — in the text part — partially abridged re-
production of the annual financial statements and management report of M.M.Warburg
& CO Luxembourg S.A.

The documentation has been published in its complete form, pursuant to Article 71(1)
of the Law of June 17, 1992, by filing the same in the Registre de Commerce et des Sociétés
[Commercial and Companies Registry| at 14, rue Erasme, L-1468 Luxembourg.
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Corporate bodies

SUPERVISORY BOARD

Joachim Olearius, Hamburg
— Chairman —

Dr. Peter Rentrop-Schmid, Hamburg
— Deputy Chairman —
(until October 10, 2016)

Dr. Julien Alex, Luxembourg
Member

Dirk Schulze, Luxembourg
Member
(until November 30, 2016)
— Deputy Chairman —
(from October 11, 2016 until November 30, 2016)

Dominik Wilcken
Member
(since December 9, 2016)

— Deputy Chairman —
(since December 12, 2016)

MANAGEMENT BOARD
Rainer Schiffels, Luxembourg
(until June 30, 2016)

Carl-Egbert Stever, Luxembourg
Ruidiger Tepke, Luxembourg

CHIEF REPRESENTATIVE

Peter Johannsen, Luxembourg

SHAREHOLDER

M.M.Warburg & CO (AG & Co.) KGaA, Hamburg
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ECONOMIC ENVIRONMENT

Economic environment

In 2016 there were hardly any major surprises in terms of economic development, but
this also means that in 2016 the world economy grew only moderately for the fifth
year in a row. However, and this is the good news, the fears of recession dating from the
beginning of 2016, which led to sharp price losses on the global stock markets during
the first few weeks of the year, have not materialised, with the result that the global
economy again grew by about 3% in 2016. This overall rather disappointing economic
growth can be attributed mainly to low economic momentum in the emerging markets.
The recession in Russia and Brazil (in a somewhat attenuated form) has continued, and
in many other countries, too, growth has been lower than in previous years. On the
other hand, China and India constitute positive exceptions. Overall, growth in the
emerging markets slowed to around 4% in 2016. However, this must also be regarded
as normalisation, since economic momentum is by no means lower compared with the
growth rates of the 1980s and 1990s.

In the industrialised countries as well, economic growth in 2016 was somewhat
weaker than expected. This is mainly due to the USA, which is expected to have
grown by only 1.5% and thus clearly failed to meet the general accepted expectation
of around 2.5%. The reasons for the weak growth of the United States were first the
low oil price, which led to declining investments in the fracking industry, secondly,
the appreciation of the US dollar, which impacted the competitiveness of exporting
companies and, thirdly, the build-up of high inventories, which resulted in production
cuts in the manufacturing industry. If you ignore the USA, the economy developed
inconspicuously in the other industrialised countries. The economy in the euro area
proved to be comparatively resilient in 2016 despite all the political uncertainties,
growing at a rate of 1.6 %. The economies of Ireland, Spain and Germany are among
the engines of the upturn, whilst France, Italy, Portugal and Greece acted rather as a
brake. This is mainly due to the fact that the latter countries did not decide to im-
plement any significant reforms, implemented them too slowly or partially reversed
them with the result that the eurozone as a whole remained mediocre in economic
terms. The German economy grew by 1.9% in 2016, making it one of the most
important economic engines in the eurozone. This is mainly attributable to the good
state of the domestic economy, which benefited from low unemployment, relatively
high growth in real incomes, expenditure on immigration and a construction boom,
which was backed up by low interest rates.

The monetary policy of the central banks in the industrialised countries remained
very expansive also in 2016, but developed increasingly differently. In March, the Eu-
ropean Central Bank further relaxed its already expansive monetary policy. For example,
the base rate was reduced to 0.0% and the already negative deposit rate to -0.4%. In
addition, the ECB’s Governing Council decided to expand its bond purchase pro-
gramme from EUR 60 billion to EUR 80 billion, while the Central Bank has also
purchased investment-grade corporate bonds since June 2016. The Fed was unable to
further raise interest rates as planned in view of the low economic momentum in the
US in the first half of 2016. In December 2016, the base rate was raised by 25 basis
points to a range of 0.5% to 0.75 % as a result of the economic recovery and the positive

development on the labour market.
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Consumer prices in the eurozone rose by an average of 0.2% in 2016 compared to the
previous year. The low rate of inflation was mainly attributable to low energy prices.
However, the rate of inflation excluding food and energy prices was also sluggish, at an
annual average of 0.8 %, which is well below its long-term average. Overall, there was
hardly any inflationary pressure during the period under review although inflation rose
in the last three months of the year as a result of the higher oil price year-on-year. This
development is expected to continue until spring 2017.

Significant fluctuations were recorded on the equity markets: the global equities
markets recorded the weakest start of the year of all times; the DAX lost around 2,000
points in the first six weeks alone. There were various reasons for the share price losses
of almost 20 %: poor economic data from the US, concern about a significant slowdown
in growth in China and last but not least the ever-declining commodity prices, which
were viewed as a negative indication of the economic development of the emerging
markets. However, with the stabilisation and then the recovery of the oil price from
mid-February onwards, share prices began to pick up and slowly rose. Just as in the early
summer the likelihood of better days ahead on the stock markets shimmered through,
political events took centre stage. With the surprising Brexit vote at the end of June,
share prices slumped once again and the DAX lost 10 % of its value in a very short time.
Prices, however, recovered as quickly as they had previously fallen. The markets shrugged
off the election of Donald Trump as the new US President as well as the failure of the
constitutional referendum in Italy. In the end, the eurozone nevertheless recorded price
gains for the year 2016 as a whole (DAX: 6.9 %, MDAX: 6.8 %, Euro Stoxx 50: 0.7 %).
The USA showed that things could be different. The S&P 500, Dow Jones and Nasdaq
already climbed to new record levels in the summer. Market participants quickly
shrugged off the surprising election of Donald Trump as the new US President. With-
out it’s being clear how the economic policy of the new US administration will look
in detail, the focus was initially on the positive aspects: more government spending and
lower taxes. On a yearly basis, the Dow Jones gained 13.4 % in value (in EUR: 16.8 %)
and the market-wide S&P 500 was 9.5% higher (in EUR: 12.8%).

Following the fresh easing of the ECB’s monetary policy once again, yields for
European government bonds temporarily fell significantly below the zero line in the
course of 2016. Tapering discussions, the Italy referendum, and the election of Donald
Trump as the new US President, led to a slight increase of yields in the eurozone in
the last quarter of 2016. However, this should not mark a general change in the trend.
With the ECB sticking to its loose monetary policy in 2017, the low interest rate phase
should continue. Owing to the low coupons, there is almost no buffer for most sov-
ereign and well-rated corporate bonds to cushion price losses, so that greater fluctua-
tions in performance are possible. In this environment, corporate bonds with a lower
rating, as well as fixed-income securities from the emerging markets, remain attractive
as they offer an interesting return on investment. On a yearly basis, 10-year and 5-year
German government bonds gained 5.9 % and 2.4 % respectively, whilst 2-year German
government bonds recorded almost no change at 0.2 %.

The stock markets of the BRIC countries recorded a mixed development during
the past year. The Brazilian Bovespa index gained 38.9% in value, the Russian RTS
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index rose sharply by 52.2%. The Indian BSE 30 index remained almost unchanged
with a gain of 1.9%, while the China Shanghai Composite Index recorded a 12.3%
fall in prices.

The commodity markets showed a clearly positive picture during the past year. Gold
and copper prices rose by 9.0% and 17.4% respectively, the CRB index gained 10.9%
and silver was up 21.2%. The price per barrel of London Brent Crude Oil and sea
freight prices, as measured by the Baltic Exchange Dry Index, rose sharply by 53.7%
and 101.0%, respectively.
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BUSINESS DEVELOPMENT OF THE BANK

Business development of the bank

GENERAL

.M.Warburg Bank Luxembourg specialises in custodian bank services for an

internationally diversified range of assets, as well as handling the affairs of high
net worth private clients. In 2016, its clear focus on those two key business areas once
again proved successful. The bank’s most important area of business continues to be the
service it offers as a custodian bank, which includes, in addition to the legally prescribed
safekeeping of investment assets, separated funds and securitisation companies governed
by Luxembourg law and the controlling activities related thereto, also the provision of
ancillary services as a registration and transfer agent, calculating agent and paying agent,
as well as brokerage and liquidity and currency management.

Clients availing themselves of our custodian bank services, such as capital manage-
ment companies, portfolio managers, asset managers, insurance companies and pension
funds, value the independence, flexibility and expertise of the bank, together with the
investments made during the year under review in our IT infrastructure. The bank is
one of the few custodian banks in Luxembourg which continue to be able, by means
of system technology, to represent and offer a custodian service for virtually all the usual
asset classes in the traditional securities area and in the area of alternative investments in
separated funds. In 2016, we benefited yet again from our proven expertise in alternative
investments which enabled to us to secure a share of the growing demand for AIFM
fund structures. We also recorded very satistying growth in volume as far as securities
funds were concerned. Owing to restructuring on the client side, we recorded individ-
ual losses of mandates. Investment in systems and employees, which continued in 2016,
turther strengthened the bank’s position as an interesting and important alternative to
the major international banks for custodian bank business in the Luxembourg financial
centre.

The second key area of business is the provision of international private client serv-
ices, ranging from the traditional securities account on which advice is given to asset
management and handling external asset managers. In 2016, the bank was once again
able to consolidate its activities in this area of business. Here too, our independence, our
effective asset allocation and the way in which we listen and respond to our clients’ in-
dividual needs are highly appreciated by them. Our lending business, focusing on Lom-
bard loans and the pre-financing of capital calls, is only offered as a complementary
service.

As at December 31, 2016, the bank’s balance sheet total amounted to EUR 1,286.5
million. The balance sheet structure remained more or less unchanged from the previous
year.

Customer deposits, 86.4 % of which related to funds and separated funds held in safe
custody, fell by EUR 55.0 million to EUR 1,239.7 million. The credit volume, includ-
ing existing guarantees, rose by EUR 14.0 million to EUR 44.7 million, with lending
operations once again being conducted on a very risk-conscious basis. We continue to
carry out almost exclusively lombard financing and prefinancing of capital calls to the
funds held in safe custody in compliance with strict collateral and/or lending criteria.

“
“
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EARNINGS SITUATION

Against the background of the overall economic development, the bank achieved a
generally satisfactory result. Due to the stable situation in the fund and private client
business, the net commission income, amounting to EUR 17.4 million (2015: EUR
19.3 million), once again contributed significantly to the overall result.

Despite the flat yield curve and the continuation of the risk-averse investment policy,
net interest income rose by EUR 1.2 million or 33.5% to EUR 4.9 million, conditioned
by the implementation of custody fees and the concomitant passing on of negative inter-
est rates in the euro money market to institutional investors.

General administrative expenses increased by EUR 1.4 million or 7.8% to EUR 20.1
million, partly on account of additional regulatory requirements. Pre-tax profit decreased by
EUR 1.9 million or 26.9% to EUR 5.2 million. The net profit for the year amounts to
EUR 3.6 million and is EUR 1.4 million or around 28.6 % below the previous year figure.

PERSONNEL

During the past year, we created 19 new jobs, thanks to our growth strategy, the large
volume of business, the rise in the administrative burden on account of increased ad-
ministrative and supervisory requirements, organisational restructuring and with a view
to steadily improving the quality of our advisory activities and the service offered by us,
as well as ensuring short-term support in the realisation of projects. As at December 31,
2016 our staff comprised 172 employees, including 29 part-time workers.

‘We attach great importance to the need to ensure that our staff members are highly
qualified and committed so that we can offer our clients and business partners a reliable
service for years to come. We support the maintenance of such standards by continuously
developing and expanding the knowledge and abilities of our employees. Drawing on
an extensive range of further training opportunities offered by the Warburg Group and
by external contractors, we prepare a tailor-made skills enhancement plan for each
employee, extending in part over a period of several years. In addition to specialist
seminars, the enhancement plans focus on training in communication, leadership and
project management. Our further training programme also includes compliance, op-
erational risk, ISO and IT training as well as language lessons and self-taught pro-
grammes, plus internal training on the issues of fraud prevention, money laundering,
tax and legal structures and health management. In addition, we also provided support
in 2016 for five employees attending and completing a part-time course of study (pro-
fessional programme) at the Frankfurt School of Finance and Management (Banking
Academy) and comparable higher education institutions.

We would like to offer our heartfelt thanks to our employees for their tireless commit-
ment and their, once again, considerable dedication, which enabled us to achieve our
business success and reach our common goals.

Special thanks are also due to the members of the staft council for their loyal and

constructive collaboration.
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In 2016, 19 employees marked five years and three employees ten years with the bank
while one employee has now been with us for 15 years. Two employees celebrated 25
years of service while another employee has been with the bank for 30 years. We extend
our heartfelt congratulations to all who are celebrating these anniversaries, together with
thanks for their faithful and successful collaboration.

DEVELOPMENTS OCCURRING AFTER THE YEAR-END

Since the balance sheet date, no events of any particular significance have occurred. As at
the accounting date, there were no risks discernible which might materially affect the
future development of the bank’s business.

RISK MANAGEMENT REPORT

In its business activities, the bank is exposed to operating and strategic risks. For the
purposes of the overall management of its banking operations, it is essential that the bank
should be able to effectively identify, analyse, manage and evaluate the relevant risks.

In order to efficiently monitor the business and strengthen the risk management, the
bank follows the three lines of defence model. In this respect, our internal control
functions — risk control, compliance and internal audit — form an integral part of the
risk monitoring system. They check the bank’s business and operational processes in
terms of scope and risk. This enables negative trends and weak points to be identified
early on.

The general monitoring of risks is the responsibility of our Risk Controlling Depart-
ment, which is closely integrated in the risk control framework of our parent bank and
of the Warburg Group as a whole. The rules laid down by the Luxembourg banking
supervision authority, the CSSE for the implementation of an ICAAP (Internal Capital
Adequacy Assessment Process) under which the Bank also includes the requirements
regarding procedures for the assessment of appropriate liquidity, are strictly complied
with in this regard. In order to ensure its capacity to bear risk at all times, the bank
implements numerous instruments and procedures. Any changes in the risk profile are
generally noted and taken into account as part of the annual review of the materiality
of all risks, and are dealt with in the context of the risk inventory. In addition, processes
have been put in place by the bank in respect of loss and damage, customer complaints,
new products, outsourcing, non-transparent transactions and changes to the business
strategy and / or the risk profile, revealing any alteration to the bank’ risk situation in
the course of the year.

In this regard, the Risk Committee, which is composed of the members of the Man-
agement Board and the persons responsible for the control functions and which meets
on a regular basis, plays a primary role. The Risk Committee monitors the risk situation
as a whole with the help of a comprehensive risk catalogue, deals with current risk-

related developments as well as specific risk reports submitted by staft members and
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subsequently prepares measures and recommendations designed to improve the risk
situation.

In addition to the possibility of risk reporting, it is open to the bank’s employees to
have recourse to whistle-blowing as a further means of early detection of risk; such
whistle-blowing is used, overtly or anonymously, to communicate risks on an ad hoc
basis to the Chief Compliance Officer.

This permanently established procedures and instruments for the monitoring of risks
exert a decisive influence on the assessment of the bank’s risk-bearing capacity.

The risks taken on by us are configured and limited, as part of an active risk man-
agement system, in such a way that the material risks confronting the bank, encom-
passing counterparty default risks, market price risks, liquidity risks and operational
risks, and taking into account risk concentrations, are continuously covered by the bank’s
risk-hedging capacity. Alarm thresholds are also implemented for these risks, serving as
early warning indicators and thus contributing to adherence to the applicable limits.
Our Risk Controlling Department constantly monitors the risks taken on and regularly
reports to the Management Board, the Supervisory Board and the Supervisory Author-
ity. In this context, the risk reporting system presents the risks in terms of the utilisation
of previously fixed limits.

The Bank is exposed to further risks in addition to those mentioned above. These
include strategic risks, changed framework conditions (such as regulatory and demo-
graphic developments), client behaviour and reputational risks. Reputational risk is
defined as the risk that, as a result of public coverage of transactions, business partners
or business practices in which a client is involved will adversely affect the trust in the
bank. When considering reputational risk, it is necessary to distinguish between two
aspects. The long-term dimension is considered in the context of the strategy and the
short-term dimension is presented in the context of liquidity risk.

Manifestations of the general business risk cannot be adequately quantified and con-
sequently also not limited. This gap is closed, among other things, through self-assess-
ments as part of the annual risk inventories, which subject those risks to an approximate
assessment.

The principles governing such risk management and the methods and procedu-
res put in place to evaluate risks, together with the risk values ascertained using
those methods and procedures, are regularly examined and, where necessary, adjus-
ted to ensure that they are adequate and cogent. With a view to monitoring and
managing all of the risks confronting it, the bank, in addition to applying the above-
mentioned risk limits, has also put in place, in respect of further risks and sub-
classes of risk, qualitative monitoring measures and, where appropriate, limits to be
applied thereto.

Counterparty default risks are assumed having regard to the competences, counter-
party limits, issuer limits and credit lines approved in line with the bank’s strategic
orientation and the Group’s limit systems. The limits are subject to annual approval and
monitoring involving the Supervisory Board. Within the framework of a credit-value-
at-risk model, unexpected losses, quantified in monetary terms, are calculated on the
basis of the unsecured portions of the debt, the likelihood of the counterparty default-
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ing and the relevant correlations. In respect of public-sector borrowers and banks, cap-
ital recovery factors are also taken into consideration.

In accordance with its lending strategy, the primary lending business represents for
the bank merely a business activity complementing its key areas of business, namely
acting as a custodian bank and providing private banking services, and focuses on low-
risk and well-secured lending to its private clients and fund clients.

Market price risks arising from fluctuations in interest rates and prices are taken on
within a framework of fixed limits designed to capitalise on income opportunities. For
the purposes of the daily evaluation of market price risks, the bank employs a value-at-risk
procedure which compares and contrasts the results with the limits that have been fixed.

As a non-trading-book institution, the bank enters only to a limited extent into
positions with a view to the short-term realisation of profits. The bank’s forex business
is primarily designed to liquidate client-related spot and forward transactions and to
manage technical currency positions.

In order to ensure the timely fulfilment of its payment obligations, the bank counters
the liquidity risk by means of constant monitoring in relation to all payments coming
into or going out of its payment transaction accounts.

The risk control process uses liquidity progress reviews and is essentially based on
monitoring all aggregated capital inflows and outflows, divided into maturity bands,
taking into account deposit base assumptions specific to the bank. The liquidity balances
are computed taking into account liquidity reserves in the form of cash reserves, assets
with central banks and securities comprised in the bank’s own portfolio, which can be
used in the context of open-market transactions with the European Central Bank. In
order to limit liquidity risks, internal limits are fixed in respect of the minimum liquid-
ity balances to be maintained and significant foreign currencies. Liquidity progress re-
views are prepared, an overall one and an additional, separate one for the significant
currencies. To support risk control, the deposit concentrations are shown in daily reports
and indicators are integrated enabling the early identification of negative changes in the
liquidity situation. In the unlikely event of a liquidity shortage, there are set escalation
procedures and actions.

Operational risks are countered by the bank by means of clearly defined competences
and responsibilities. Our regulations and detailed procedural documentation for all depart-
ments on all essential work processes, duties and responsibility are kept constantly up-to-
date, helping us to identify, limit and avoid operational risks. Strict adherence to the
principle of separation of duties at all levels of the bank, as well as internal controls and
approvals under the four-eyes principle integrated into operational procedures and technical
systems, form additional key risk control methods. In addition, the bank has taken out
insurances regarding transfers carrying possible operational risks with a high loss potential.

In 2016, employee training on “Operational risks” in order to raise awareness and
promote a risk culture was organised.

Taking into account changing factors of influence, existing and latent operational
risks are identified in the course of an annual consultation of experts and evaluated
within the parameters of the likelihood of their occurring and their financial effect.

Using mathematical processes, the value-at-risk in respect of operational risks is then
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ascertained and a corresponding risk capital is assigned to it. Important information with
regard to risk management is provided by the risk inventory and by the losses database,
which contains details of all losses arising from operational risks, the risk reports filed
by the bank’s staft and the analysis and follow-up of all customer claims received.

By maintaining a Business Recovery Centre, and by setting up back-up workplaces,
the bank has taken appropriate measures to counter the risks arising from IT failures
and malfunctions. The bank is continuously investing in its I'T infrastructure in order
to maintain a high level of availability and performance for its systems.

Legal risks are countered by the bank through the extensive use of standard contracts,
checking of individual contracts and constant adaptation of the wording of contracts to
the prevailing legislation and business practice, with recourse being had for this to the
expertise of external legal advisers. The bank continuously improves the range of instru-
ments designed to combat money laundering and the financing of terrorism as well as
to combat white-collar crime. In 2016 all employees received training on the prevention
of money laundering and the financing of terrorism as well as in respect of fraud preven-
tion. In addition, training on general compliance topics is provided every two years.

By implementing limit systems and analyses, the bank has made suitable arrangements
with a view to limiting risk concentrations. Unwanted risk concentrations are countered
by measures to identify and reveal such concentrations.

In order to simulate risks in extreme market situations, stress tests are carried out, in
addition to the normal risk measurement procedures, with regard to all risks which are
defined as material, as well as stress tests encompassing different types of risk. These
stress tests provide information concerning the possible repercussions on the economic
situation of the bank in the event of a serious change in the market environment from
the status quo. The analyses are in principle carried out every quarter, and are based on
hypothetical, historical and inverted scenarios. The stress tests are designed to gauge the
effects on the economic capital and on the strain borne by the risk-hedging potential
and to initiate in good time any control measures deemed necessary.

In 2016, the exposure for all bank’s counterparties was limited or commensurately
collateralised to 100% of own funds.

PROSPECTS

Positive feedback from our clients and our good position in the Luxembourg financial
market confirms our strategic orientation for the future.

Custodian bank activities, private banking and managing the affairs of institutional
clients remain our core business areas. We will continue to be an interesting alternative
to the major banks. The quality, expertise, flexibility and level of individual support in
the services we offer remain paramount in this regard.

Our strategic orientation in the area of custodian bank business is based on an ex-
pectation of further growth thanks to the acquisition of new mandates and clients,
together with constant efforts to improve the efficiency of our processes. Thanks to our

market-leading asset management system, SCD, which offers our institutional clients
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professional services combined with the reliability of a traditional private bank, we
believe that we will continue to be an attractive supplier of services for new and existing
clients in the year to come. In this context, we will significantly intensify our acquisi-
tion activities and use existing market potential for us.

In response to the steadily increasing and costly regulatory burden, in 2017 we will
continue to work on organisational cutbacks, while interlocking our two companies in
the financial centre even more and better coordinating processes. We would also like to
increasingly provide services to our external business partners in electronic form in
order to improve efficiency for both sides.

In the area of private client business, we consider that we are well positioned, thanks
to our clear and transparent orientation, established many years ago, as an independent
German private bank serving clients from the greater Luxembourg area and the
neighbouring regions of Germany.

The introduction of the Common Reporting Standard, through which most coun-
tries agreed to exchange information with each other for the purposes of tax trans-
parency, also created a market environment offering most financial centres the same
conditions and thus a new competition.

We are convinced that the need for objective, independent advice is growing and
that Luxembourg is an attractive alternative for internationally orientated clients.

During the current 2017 financial year we expect to see a market environment fea-
turing volatility in stock exchanges and ongoing low interest rates, which will present
investors and fund managers with numerous challenges. We will be called upon to rise
to the challenges facing us in our capacity as administrator of the assets directly entrusted
to us by our clients and as provider of services to fund initiators and fund managers. We
relish the challenge of making meaningful decisions and providing an infrastructure that
allows us to deal with, process, monitor and hold in custody diverse categories of assets.

Numerous new regulations will have to be implemented also in 2017. Our focus will
be on the extensions of EMIR and reporting systems as well as on the innovations in
terms of MiFID II and CRS.

On the basis of the planned increases in business volumes in fund and private client
business, we expect the income generated therefrom to rise. In the field of own in-
vestments, we will, in 2017, continue to pursue our risk-averse, conservative investment
policy, against a background of what is expected to be an unattractive interest-rate en-
vironment, and accept that we must therefore reckon on continuing low interest income.
The passing on of negative interest rates to large depositors, which has by now been
implemented throughout the industry, reduces interest income. We reckon there will
be a slight increase in administrative expenses due to necessary investments in infra-
structure and essentially as a result of the indexation of personnel costs. In 2017, howe-
ver, we still expect a result that is appropriate bearing in mind the difficult market en-
vironment and a reasonable return on equity.

The new year will present many challenges. But even if the regulation costs, the
requisite investment and the interest-rate environment put pressure on the profitability
of our bank, in the medium term — thanks to the risk conscious and conservative

business model that we pursue as part of a family-run, independent private banking
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group, the trust placed in us by our clients of many years’ standing and the competence
of our staft — we see ourselves as well equipped to successfully overcome the challenges

ahead.
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REPORT OF THE SUPERVISORY BOARD

Report of the Supervisory Board

D uring the 2016 financial year, the Management Board kept the Supervisory Board
regularly, promptly and exhaustively informed, both orally and in writing, about
the bank’s situation and the development of its business. The tasks conferred on it by
law and by the memorandum and articles of association have been duly performed by
the Supervisory Board. During the periods between the three meetings that were held
in the 2016 financial year, the Management Board regularly informed the Chairman of
the Supervisory Board of all significant developments and decisions.

The main topics covered by the reporting to the Supervisory Board were the bank’s
economiic situation, the key financial figures, basic issues in respect of business policy
and strategy, risk management and other important occurrences. The expansion of its
custodian bank business, the use of an asset management software system designed to
map out services for fund business in situ, the activities in the field of private client
business, the implementation of new reporting requirements and supervisory provisions,
imposing additional demands, especially as regards liquidity positions and capital ad-
equacy, all formed a significant part of the discussions.

Decisions were taken in writing, by means of circular resolutions, with regard to
proposed transactions requiring approval.

The Supervisory Board discussed with the Management Board the earnings situation
in the light of the investments made and against the background of the current and
newly launched projects, the challenging interest rate environment as well as the low
risk profile of the bank, and came to the conclusion that this had once again developed
in a satistactory manner. The impact on the business model of the current regulatory
requirements, and of those to be expected in the future, was considered in detail. It was
decided to continue with the orientation towards a low-risk investment policy in re-
lation to the bank’s own holdings.

The Supervisory Board regularly discussed the risk situation of the bank with the
Management Board and took a closer look at the further development of the systems
and procedures required for controlling the risks inherent in banking business.

The annual financial statements and the management report for the 2016 financial
year were audited by PwC Luxembourg, Société coopérative, and found to be in ac-
cordance with the legal requirements. They were given an unqualified audit certificate.
The Supervisory Board took note of, and approved, the result of the audit of the annual
auditor.

The audited annual financial statements were presented to the Supervisory Board at
its meeting held on February 22, 2017, and were discussed in detail at that meeting. No
objections thereto were raised by the Supervisory Board. Accordingly, the Supervisory
Board approved the annual financial statements and forwarded them for adoption to the
general meeting.

Rainer Schiffels left the Management Board of the bank with effect at June 30, 2016.
The Supervisory Board offers its thanks to Rainer Schiffels for the good cooperation.

Dr. Peter Rentrop-Schmid, Partner of M.M.Warburg & CO (AG & Co.) KGaA,
Hamburg, left the Supervisory Board as Deputy Chairman of the Board on October
10, 2016. The deputy chairmanship was taken over by Dirk Schulze, Member of the
Management Board of Warburg Invest Luxembourg S.A. Dirk Schulze resigned owing
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to his departure from Warburg Invest Luxembourg S.A. as Deputy Chairman of the
Supervisory Board as of November 30, 2016. The Supervisory Board offers its thanks
to Dr. Peter Rentrop-Schmid and Dirk Schulze for many years of good cooperation.

Dominik Wilcken, Chief Representative of M.M.Warburg & CO (AG & Co.) KGaA,
Hamburg, who joined the Supervisory Board on December 9, 2016, took over the
deputy chairmanship of the Board.

The Supervisory Board offers its thanks to the Management Board and to the staff
of M.M.Warburg & CO Luxembourg S.A. for the work done by them during the past

year.

Luxembourg, February 22, 2017 The Supervisory Board
Joachim Olearius

— Chairman —
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AUDIT OPINION

Audit opinion of the
statutory auditor

he complete annual financial statements have been given an unqualified audit

certificate by the statutory auditor, PwC Luxembourg, Société coopérative, and con-
tain no reference to any facts or matters to which the statutory auditor has drawn special
attention without qualifying the audit certificate.

The wording of the audit certificate can be found in the complete annual financial
statements which have been published pursuant to Article 71(1) of the Law of June 17,
1992 by filing the same in the Registre de Commerce et des Sociétés [Commercial and
Companies Registry] at 14, rue Erasme, L-1468 Luxembourg.

Custodian bank audit

Al audit is carried out each year by the statutory auditor required to be appointed
in accordance with the law, concerning the control system put in place and the
effectiveness of the controls (ISAE 3402 report, type 2). The findings contained in the
audit report of PwC Luxembourg, Société coopérative, for the period under review from
October 1, 2015 to September 30, 2016 are dealt with by the competent departments
in a monitoring procedure of the internal auditing department and are reported on in
a management information system to the bank’s executive bodies. No management
letter has been issued.



66



BALANCE SHEET

Balance sheet
as at
Dezember 31, 2016
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BALANCE SHEET

Balance sheet as at December 31, 2016

(EXPRESSED IN EUR)

Assets

Dec. 31, 2016

Dec. 31, 2015

1.

Cash in hand, credit balances with central

banks and postal giro offices

277,588,440.39

116,336,554.75

2. Due from credit institutions 285,083,737.79 325,200,278.74

a) payable on demand 50,710,160.58 72,084,775.59

b) other accounts due 3,1 234,373,577.21 253,115,503.15

Due from customers 3,1 44,049,067.48 30,045,116.42
4. Bonds and other fixed-interest securities 3,2 661,472,656.00 850,952,236.53

a) public-sector issuers 322,076,600.73 459,121,704.25

b) other issuers 339,396,055.27 391,830,532.28
5. Shares and other variable-yield securities 3,3 0.00 0.00
6.  Participations 3,4/3,5 26,728.89 26,728.89
7. Shares in related companies 3,4/3,6 6,072,449.97 6,072,449.97
8.  Intangible assets 3,4 906,122.07 1,028,658.49
9. Tangible assets 3,4 2,629,892.57 2,602,272.21
10.  Sundry assets 3,7 8,174,540.05 9,842,809.55
11.  Prepaid expenses and deferred charges 526,427.12 1,629,364.98

Total assets

1,286,530,062.33

1,343,736,470.53

The attached Notes form an integral part of the annual financial statements.
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Liabilities and shareholders’ equity

Dec. 31, 2016

Dec. 31, 2015

1. Due to credit institutions 522,232.92 526,173.10
a) payable on demand 522,232.92 526,173.10
b) with agreed term or period of notice 3,8 0.00 0.00
2. Due to customers 1,239,720,623.82 1,294,671,144 .42
Otbher liabilities
a) payable on demand 1,232,016,860.51 1,293,369,922.79
b) with agreed term or period of notice 3,8 7,703,763.31 1,301,221.63
Sundry liabilities 3,9 1,458,982.75 1,757,108.16
4. Deferred income 471,583.24 98,401.52
Provisions 8,012,580.46 8,923,057.64
a) Provisions in respect of pensions and 569,058.15 627,110.00
similar obligations
b) Taxation provisions 2,866,429.19 2,276,939.38
c) Other 3,10 4,577,093.12 6,019,008.26
6 Subscribed capital stock 3,11 13,000,000.00 13,000,000.00
7 Reserves 3,12 19,740,000.00 19,740,000.00
8. Retained earnings 20,585.69 2,089.79
9 Profit for the financial year 3,583,473.45 5,018,495.90
Total liabilities and shareholders’ equity 1,286,530,062.33 1,343,736,470.53

The attached Notes form an integral part of the annual financial statements.

Off-balance sheet items

Dec. 31, 2016

Dec. 31, 2015

1. Contingent liabilities 3,13 2,424,707.82 2,959,056.06
of which
guarantees and assets pledged 640.833.84 693.579 13
as collateral security

2. Commitments 3,14 1,562,814.83 1,635,675.37
Fiduciary operations 3,15 122,800,000.00 100,600,000.00

The attached Notes form an integral part of the annual financial statements.
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Profit and loss

for the period from January 1 to December 31,

(EXPRESSED IN EUR)

statement

2016

Expenses Dec. 31, 2016 Dec. 31, 2015
1 Interest paid and similar expenses -2,865,004.71 361,283.71
2 Commission income paid 2,905,304.02 4,153,428.52
3. Expenses arising from financial operations 0.00 101,865.73
4

General administrative expenses

a) Personnel expenses

of which

aa) wages and salaries

20,144,090.40
12,882,162.71

10,986,827.16

18,690,721.79
12,067,112.39

10,350,341.28

ab) employee benefit costs 1,817,746.67 1,663,385.85
of which old-age pension schemes 363,732.14 343,382.86
b) other administrative expenses 4.4 7,261,927.69 6,623,609.40
5. Depreciation and write-downs in respect 957,734.36 965,609.18
of intangible and tangible assets
6.  Other operating expenses 4,5 240,295.19 533,067.88
7. Depreciation and write-downs in respect of 0.00 0.00
receivables and allocations to provisions for
contingent liabilities and credit risks
8. Taxes on income from ordinary operations 1,403,000.00 1,882,000.00
9. Income from ordinary operations after taxes (3,759,160.13) (5,176,704.18)
10.  Other taxes, not included in the 175,686.68 158,208.28
above headings
11.  Profit for the financial year 3,583,473.45 5,018,495.90
Total expenses 26,544,579.39 31,864,680.99

The attached Notes form an integral part of the annual financial statements.
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SHEET

Income Dec. 31, 2016 Dec. 31, 2015
1. Interest income and similar income 2,011,286.35 4,012,582.26
of which, from fixed-interest securities 30,426.81 575,233.56
2. Income from securities 234,090.00 516,411.29
a) Income from equities, shares and other 0.00 0.00
variable-yield securities
b) Income from shares in related 234,090.00 516,411.29
companies
Comumission income 20,346,605.36 23,431,346.85
4. Income from financial operations 211,207.60 0.00
5. Income from the reversal of write-downs 0.01 5,448.16
in relation to receivables and provisions for
contingent liabilities and credit risks
6. Other operating income 43 3,741,390.07 3,898,892.43
Total income 4,1 26,544,579.39 31,864,680.99

The attached Notes form an integral part of the annual financial statements.
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NOTES

Notes

I. GENERAL INFORMATION
a) Legal basis

.M. Warburg & CO Luxembourg S.A. was formed as a joint stock corporation
(“Société Anonyme”) on February 15, 1973 by Prosper-Robert Elter, Notary.

The company’s registered office is located at: L-1413 Luxembourg, 2, place Francois-
Joseph Dargent.

The bank is registered in the Commercial Registry of the City of Luxembourg under
No B 10700.

The bank’s memorandum and articles of association were last amended in accordance
with the public instrument of Paul Decker, Notary practising in Luxembourg, dated
December 18, 2009 and published in the Mémorial [Official Gazette|, C series, number
414 of February 25, 2010.

b) Company object

The object of the company is to carry on the business of a bank. In that capacity, the
company is empowered to engage in all banking transactions and all operations which
relate, in whatever way, to banking business, whether for its own account or for the ac-
count of third parties, and in particular: (a) to accept as deposits, and pay interest on,
moneys belonging to third parties; (b) to grant loans of money and credit of any kind;
(c) to negotiate bills of exchange and cheques; (d) to purchase and sell securities for its
own account or for the account of third parties; () to hold in safe custody, and manage,
securities for others; (f) to issue and trade in bonds, public notes and promissory notes;
(g) to promote the issue of stocks, shares in companies, certificates, bonds and other
securities, to subscribe for such securities in its own name or in the name of third parties
and to place them publicly or privately; (h) to execute all international financial, cash
and foreign currency transactions; (i) to assume and take on sureties, guarantees and other
warranties for third parties; (j) to engage in cashless payment and clearing operations and
(k) to carry on domestic and foreign documentary business. In addition, the company
may purchase, sell and encumber real property, accept, create and relinquish securities of
any kind, acquire and dispose of interests, participations and holdings, and operate and
set up businesses and other commercial enterprises, including any which may involve
activity on the real property market, in so far as these are in some way related to the
object of the company or may serve to further the attainment of that object.

¢) Annual financial statements
The present annual financial statements as at December 31, 2016 have been drawn up
in accordance with the provisions of the Luxembourg Law of June 17, 1992 on the

annual accounts of credit institutions (LuxGAAP). Regarding publication we refer to

page 45 of this report.
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NOTES

The bank has elected to use the two-sided format for the presentation of its profit and

loss statement.

2. ACCOUNTING AND VALUATION METHODS APPLIED

The bank issues its annual financial statements in euros (EUR), the currency in which
its equity capital is denominated.

Receivables and credit balances are stated at their nominal value, whilst debt in-
struments accepted at a discount are shown at their historical cost price.

The bank creates specific charges for bad and doubtful debts, and provisions, to ad-
equately cover all identifiable credit risks.

The general charge for bad and doubtful debts has been calculated in accordance
with the tax authorities’ directive dated December 16, 1997.

As at the balance-sheet date, the bank holds bonds and other fixed-interest securities
in its liquidity portfolio. Those securities are valued at the lower of average cost or
market. The value adjustments made in previous years pursuant to Articles 56(2f) and
58(2¢) and Article 62(1) of the Law of June 17, 1992 on the annual accounts of credit
institutions in respect of certain specific assets have been retained (for tax reasons) even
where the underlying reason for them has ceased to apply. As at the balance-sheet date,
possible write-ups amounting to EUR 489,000 were not made.

Participations, shares in related companies and tangible assets are valued at the cost
of acquisition. Tangible assets are depreciated according to their operating life expect-
ancy on a straight-line basis. Any depreciation options offered under tax laws and reg-
ulations are fully utilised. During the 2015 financial year, the bank switched to applying

the pro rata temporis rule.

The following depreciation rates are applied:

Computer/IT hardware 14—-66 %
Intangible assets 20-33 %
Vehicle fleet 16—-25%
Other office furniture/equipment 10-20 %

The depreciation rate for computer/IT hardware was increased this year for the renewal
of the storage area network to an operating life expectancy of 20 months. Furthermore,
the operating life expectancy for the vehicle fleet was increased to six years.

Low-value assets (acquisition costs below EUR 870.00) are capitalised in the year of
acquisition as from 2016 and written off as a compound item over a five-year period.

The allocation of the general charge for bad and doubtful debts to the weighted
assets in accordance with LuxGAAP is made through a simplified procedure over the
course of the year. As at December 31, 2016, there was no allocation to the balance-
sheet items in respect of participations, shares in related companies, intangible assets and

tangible assets.
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NOTES

Liabilities are shown at the amount (re)payable. Pension obligations have been valued
by an actuary in accordance with actuarial principles and are shown in the balance sheet
as provisions in line with their fractional value.

Assets, liabilities and transactions disclosable off the balance sheet have, where de-
nominated in foreign currencies, been converted into the capital currency at the mean
rates of exchange as at December 30, 2016.

Differences arising from currency conversions in respect of cash/spot transactions
hedged by forward transactions and, conversely, forwards covered by cash/spot trans-
actions have been recorded as neutral in their effects on profits. As at the balance-sheet
date, there were largely closed-out or hedged positions. Income and expense items are
recorded at their historical rates.

All discernible risks and liabilities the basis of which was known, but not yet the
amount, have been taken into account by means of the establishment of provisions. The
above-mentioned principles for covering risks are also applied to off-balance-sheet
transactions.

Negative interest from assets (or liabilities) transactions are to be recorded in interest

income (interest expenditure)(reduction in interest income or interest expenditure).
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3. NOTES TO THE BALANCE SHEET

As at the balance-sheet date, assets denominated in foreign currencies totalled EUR
258,941,000 (previous year: 254,611,000), representing 20 % (previous year: 19 %) of
the balance-sheet total. Liabilities denominated in foreign currencies totalled EUR
406,400,000 (previous year: EUR 363,313,000), representing 32 % (previous year:
27 %) of the balance-sheet total.

3.1 Accounts due from credit institutions and customers

The accounts due from credit institutions and customers take into account specific credit
risk allowances.

The following is a breakdown of accounts due from credit institutions and customers
other than those due on demand:

Remaining term Credit institutions Customers

EUR x 1,000 Dec. 31, 2016 Dec. 31, 2015 Dec. 31, 2016 Dec. 31, 2015
Up to 3 months 139,549 88,324 1,554 1,541
Over 3 months and up to 1 year 94,825 164,791 2,527 477
Over 1 year and up to 5 years 0 0 95 89
Over 5 years 0 0 0 0
Total 234,374 253,115 4,176 2,107

In addition, accounts due on demand from credit institutions amounted to EUR
50,710,000 (previous year: EUR 72,085,000), whilst those due on demand from cus-
tomers totalled EUR 39,873,000 (previous year: EUR 27,938,000).

The accounts due from credit institutions include accounts due from related com-
panies, amounting to EUR 238,826,000 (previous year: EUR 292,021,000).

The accounts due from customers include accounts due from related companies and
participations, amounting to EUR 258,000 (previous year: EUR 368,000).

The accounts due from customers are almost exclusively covered by collateral in the
form of securities or other instruments.

The book values of the financial instruments reflect the maximum credit risk ex-
posure.



NOTES

3.2 Bonds and other fixed-interest securities

The bank allocates to the financial assets securities which it is proposing to hold until
bullet maturity or, in the case of equities, on a long-term basis. The bank holds no fi-
nancial asset securities as at December 31, 2016.

The bank’s trading portfolio comprises securities the sole objective of which is to
make a short-term price gain. The maximum period for which securities may be held
in this type of portfolio may not exceed 3 months. The bank holds no trading portfolio
as at December 31, 2016.

All other securities are shown under the heading “Liquidity portfolio”. Such secu-
rities are purchased with a view to their being held in the portfolio on a short, medium
or long-term basis and achieving price gains and/or interest income. The securities held
in the liquidity portfolio are intended to result in a sustainable increase in earnings for
the bank.

The bank’s holdings of bonds and other fixed-interest securities, amounting to EUR
661,473,000 (previous year: EUR 850,952,000) are allocated to the liquidity portfolio.
Market price risks and credit risks existing as at the balance-sheet date have been taken
fully into account.

Bonds and other fixed-interest

Remaining term ..
securities

EUR x 1,000 Liquidity portfolio

Dec. 31, 2016 Dec. 31, 2015

Up to 3 months 25,295 34,585
Over 3 months and up to 1 year 173,332 151,646
Opver 1 year and up to 5 years 462,846 594,707
Over 5 years 0 70,014
Total 661,473 850,952

Of the exclusively officially quoted bonds and other fixed-interest securities shown,
EUR 198,627,000 represent bullet instruments maturing in 2017 (previous year: EUR
186,232,000). The nominal sum of EUR 662,200,000 is available for use in open-
market transactions with the European Central Bank. The nominal sum of EUR
20,000,000 has been lodged with a depositary as collateral for stock-exchange futures
transactions.

The book values of the financial instruments reflect the maximum credit risk ex-

posure.
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NOTES

3.3 Equities and other variable-yield securities

As at the balance-sheet date, i.e. December 31, 2016, the bank doesn’t hold hold any
equities or other variable-yield securities (previous year: EUR 0.00).

3.4 Schedule of fixed asset movements

Item Gross value  Additions Disposals Gross value Accumu- Depreciation Net value
EUR x 1,000 at Jan. 01, 2016 at year-end lated charged in as at

depreciation 2015 Dec. 31,2016
(excluding the
as at general charge

Dec. 31,2016 for bad and
doubtful debts)
Participations 1 27 0 0 27 0 0 27
Shares in related companies D 6,072 0 0 6,072 0 0 6,072
Tangible assets, of which 9,174 531 838 8,867 6,237 465 2,630
a) land and buildings 4,491 61 87 4,465 2,410 165 2,055
b) business and office equipment 4,683 470 751 4,402 3,827 301 575
Intangible assets 6,204 369 0 6,573 5,667 492 906
Total 21,477 900 838 21,539 11,904 957 9,635

1) We refer to 3.5 Participations und to 3.6 Shares in related companies.

The building owned by the bank was used as to 24 % for its own business purposes.

3.5 Participations

The bank holds shares in the following companies:

Name Shareholding in %
2016 2015
Quint:Essence Capital S.A. (formerly: CAMCO Investment 20 20

Management S.A.)
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NOTES

3.6 Shares in related companies

The companies listed below are all unlisted companies and are included in the consolidated
financial statements of M.M.Warburg & CO Gruppe GmbH, Hamburg,.

The bank holds shares in the following companies:

Name Shareholding in %
2016 2015

Metropolitan Trading Corporation S.A. 100 100

Nestor Investment Management S.A. 51 51

As the annual financial statements of M.M. Warburg & CO Luxembourg S.A. are included
in the consolidated financial statements of M.M.Warburg & CO Gruppe GmbH, which
take into account the largest group of companies, we are availing ourselves of the relief
afforded by Article 69, § 3, of the Luxembourg Law of June 17, 1992. For further details,
please see the list of shareholdings in the consolidated financial statements of M.M.War-
burg & CO Gruppe GmbH, Hamburg, as at December 31, 2016, which is deposited with

the electronic version of the Bundesanzeiger.
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NOTES

3.7 Sundry assets

The sundry assets include, in particular, income due in respect of custody charges and
custodian bank charges amounting to EUR 2,427,000 (previous year: EUR 3,160,000),
tax receivables amounting to EUR 2,825,000 (previous year: EUR 3,602,000) and re-
demption receivables totalling EUR 1,944,000 (previous year: EUR 2,027,000).

3.8 Liabilities vis-a-vis credit institutions and customers

The following is a breakdown of accounts due to credit institutions and customers other
than those due on demand:

Remaining term Credit institutions Customers

EUR x 1,000 Dec. 31, 2016 Dec. 31, 2015 Dec. 31, 2016 Dec. 31, 2015
Up to 3 months 0 0 6,132 1,196

Over 3 months and up to 1 year 0 0 1,572 105

Over 1 year and up to 5 years 0 0 0 0

Over 5 years 0 0 0 0

Total 0 0 7,704 1,301

In addition, accounts due on demand to credit institutions amounted to EUR 522,000
(previous year: EUR 526,000), whilst those due on demand to customers totalled EUR
1,232,017,000 (previous year: EUR 1,293,370,000).

The accounts due to related companies and the participations are included in the
accounts due to credit institutions, as to EUR 522,000 (previous year: EUR 345,000),
and in the accounts due to customers, as to EUR 3,264,000 (previous year: EUR
4,217,000).

3.9 Sundry liabilities
The sum of EUR 1,459,000 shown here (previous year: EUR 1,757,000) concerns — in
addition to liabilities arising from supplies of goods and services as well as other liabilities

amounting to EUR 870,000 — taxes of EUR 49,000 as yet unpaid and redemption lia-
bilities amounting to EUR 540,000.
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NOTES

3.10 Provisions
— other —
This item includes miscellaneous provisions relating to operating expenditure (EUR
3,233,000), provisions in respect of the Luxembourg deposit guarantee fund (AGDL)
(EUR 1,138,000), the amount of the general charge for bad and doubtful debts, which
is based on the amount (EUR 206,000) of the off-balance sheet items (see Note 2
“Accounting and valuation methods applied”).

3.11 Subscribed capital stock

The bank’s subscribed capital stock amounts to EUR 13,000,000.00.

3.12 Reserves

EUR x 1,000 Dec. 31, 2016 Dec. 31, 2015
Statutory reserve 1,300 1,300
Other capital reserves 2,556 2,556
Free reserves 15,884 15,884
Total 19,740 19,740

The other capital reserves cover a payment made for no consideration by the bank’s share-
holders. The free reserves include the special contingency reserve, amounting to EUR
3,692,000 (previous year: EUR 4,628,000), set up pursuant to the tax rules as prescribed
in § 8a of the Wealth Tax Law.

3.13 Contingent liabilities
Of the contingent liabilities shown, totalling EUR 2,425,000, the sum of EUR 1,784,000

relates to collateral provided by the bank on behalf of customers vis-a-vis third parties and
EUR 641,000 to guarantees and other direct credit substitutes.

Remaining term EUR x 1,000 Dec. 31, 2016 Dec. 31, 2015
Up to 3 months 2,062 2,559
Over 3 months and up to 1 year 333 400
Opver 1 year and up to 5 years 30 0
Over 5 years 0 0

Total 2,425 2,959
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3.14 Commitments

The unutilised commitments concern fixed lending commitments to seven customers
(EUR 1,563,000).

Remaining term EUR x 1,000 Dec. 31, 2016 Dec. 31, 2015
Up to 3 months 0 395
Over 3 months and up to 1 year 1,563 1,241
Over 1 year and up to 5 years 0 0
Over 5 years 0 0
Total 1,563 1,636

3.15 Fiduciary operations

As at the balance-sheet date, there were seven fiduciary operations with customers
amounting to EUR 122,800,000 (previous year: EUR 100,600,000).
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NOTES

4. NOTES TO THE PROFIT AND LOSS STATEMENT

4.1 Breakdown of income by geographical markets

Germany Luxembourg other countries

EUR x 1,000 2016 2015 2016 2015 2016 2015
Interest income 2,105 2,625 -156 1,306 63 81
Current income from equities, shares and other

variable-yield securities, participations, shares in 0 0 234 517 0 0
related companies

Commission income 1,021 1,778 18,591 20,587 735 1,067
Income from financial operations 212 0 -1 0 0 0

Income from the reversal of write-downs in rela-
tion to receivables and provisions for contingent 0 0 0 5 0 0
liabilities and credit risks

Other operating income 72 21 3,640 3,868 29 10

Total 3,410 4,424 22,308 26,283 827 1,158

4.2 Services business

The bank provides asset management and investment consultancy services for private
customers, as well as services relating to the safe-keeping and management of securities
for third parties.

As at December 31, 2016, the bank was acting as a custodian bank for Luxembourg
funds and separated funds having a total volume of EUR 22,216,067,000 (previous
year: EUR 23,311,092,000) and for securitisation vehicles having a volume of EUR
1,372,806,000 (previous year: EUR 1,273,077,000). The comparative figure for the
Luxembourg funds and separated funds was adjusted from EUR 24,584,169,000 to
EUR 23,311,092,000 owing to an incorrect statement in the previous year’s notes.

4.3 Other operating income

This item includes remuneration and reimbursements of expenses in respect of services
rendered by the bank for third parties (EUR 2,224,000), the release of the no longer
needed tax provisions (EUR 147,000), cost provisions (EUR 622,000), and the partial
release of the AGDL provision corresponding to the expenditure in respect of the
payment into the Single Resolution Fund (EUR 218,000), as well as other miscella-
neous income (EUR 530,000).

82



NOTES

4.4 Other general administrative expenses

The item in respect of other administrative expenses includes inter alia expenditure on
securities-related research and information services, maintenance costs in respect of
computer hardware and software, and consultancy fees.

The fee recorded for the financial year as other administrative expenses in respect of

the auditor is made up as follows:

Audit of annual financial statements EUR 138,000

Other audit services EUR 178,000
Tax advice services EUR 0.00
Other services EUR 34,000

The figures stated do not include value added tax.

4.5 Other operating expenses

The other operating expenses are comprised, in essence, of losses from buy-in transactions,
amounting to EUR 65,000 (previous year: EUR 149,000), expenses in respect of other
accounting periods, totalling EUR 136,000 (previous year: EUR 124,000) and asset dis-
posals, which showed a book loss of EUR 39,000.

§. OTHER FINANCIAL OBLIGATIONS

The bank had obligations arising under various leases, amounting to EUR 706,000 (pre-
vious year: EUR 581,000), owed for the most part to related companies, and under a
leasing contract, amounting to EUR 1,646,000 (previous year: EUR 1,920,000).

6. DERIVATIVES

At the balance-sheet date, the following types of forward transactions were as yet unsettled:
Forward transactions in foreign currencies on behalf of customers, valued at EUR
1,304,352,000.
At the balance sheet date, there were no forward transactions in the form of inter-
est-rate swaps, concluded by the bank in order to hedge against interest-rate risks.
Forward transactions in the form of 31 foreign-currency swaps having an equivalent
value in euros of EUR 150,258,000, concluded by the bank as a hedge against foreign
currency risks, existed as at the balance-sheet date.
For none of the above items was there a trading position of the bank.
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The counterparty risk in respect of exchange rate-related transactions (OTC) is com-
puted using the mark-to-market method. The derivative credit risk ' arising from these

positions is as follows:

Counterparty Positive Negative Original Eligible Credit risk
(EUR x 1,000) Volume  market values market values credit risk securities after CRM
Related credit g4 9 4215 18,983 12,357 12,357 0

stitutions
Customers 707,344 18,613 -4,089 25,726 -22,304 1,999
1,551,344 22,828 -23,072 38,083 -34,661 1,999

Since the bank is a non-trading book institution, derivatives are traded solely for the ac-

count of customers, and are secured by corresponding counter-transactions.

7. RETURN ON CAPITAL

The return on capital calculated as a ratio from net profit and the balance-sheet total is

0.28%.

8. DISCLOSURE IN ACCORDANCE WITH PART 8§
OF REGULATION EU NO $§75/2013
OF JUNE 26, 2013 ON PRUDENTIAL
REQUIREMENTS FOR
CREDIT INSTITUTIONS

M.M.Warburg & CO Luxembourg S.A. is exempt as an insignificant subsidiary from
disclosure pursuant to Part 8 of the EU Regulation at the level of the individual insti-
tution since the parent institution fulfils this obligation on a consolidated basis under
Article 13 (1) of the Regulation.

M.M.Warburg & CO (AG & Co.) KGaA, Hamburg, implements the disclosure
requirements in accordance with § 10a (1) sentence 1 in conjunction with § 26a of the
Banking Law as the ultimate parent company of the regulatory group.

This is available on the homepage of M.M.Warburg & CO (AG & Co.) KGaA

(www.mmwarburggruppe.de).

1) Only derivative credit risk, not including risk components arising from market risks (foreign exchange risk, CVA)
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9. DEPOSIT GUARANTEE SCHEME

The Law on measures for the dissolution, recovery and resolution of credit institutions
and investment firms and on deposit guarantee schemes and investor compensation
schemes (“the Law”) was adopted on December 18, 2015, transposing into Luxembourg
law Directive 2014/59/EU establishing a framework for the recovery and resolution of
credit institutions and investment firms and Directive 2014/49/EU on deposit guaran-
tee schemes and investor compensation schemes.

The relevant deposit guarantee scheme is the “Fonds de garantie des dépdts Luxem-
bourg (FGDL)”. The scheme insures deposits of an individual depositor up to an amount
of EUR 100,000 and investment transactions up to an amount of EUR 20,000.

The provisions set up in the past for the purposes of the AGDL in the annual finan-
cial statements of credit institutions will be gradually released in accordance with the
contributions to be made by the credit institutions to the Luxembourg deposit guaran-
tee fund.

According to Article 1(36) of the Law, the target amount for the financial resources
of the FGDL must, by the beginning of 2024, reach at least 1% of the guaranteed de-
posits of all credit institutions in all participating Member States. That amount is to be
raised by means of annual contributions to be made by the credit institutions over the
period covered by the financial years 2015 to 2024.

The target amount for the financial resources of the FGDL is fixed at 0.8% of the
guaranteed deposits of the relevant credit institutions as defined in Article 163(8) of the
Law, and must be reached by the end of 2018. The contribution payments are to be
made on an annual basis during the period from 2016 to 2018. For the financial year
2015, the credit institutions have already, in anticipation of the contribution payments
to be made, allowed for a provision amounting to 0.2% of the guaranteed deposits,
which is provided in the context of the release of the existing AGDL provision. After
reaching the 0.8% target amount, the Luxembourg credit institutions will, over the
following eight years, make further contributions in order to create an additional secu-
rity margin amounting to 0.8 % of the guaranteed deposits defined in Article 163(8) of
the Law.



NOTES

I0. TAX CONSOLIDATION

The fiscal consolidation, for the purposes of corporate income tax and business tax, of
M.M.Warburg & CO Luxembourg S.A., as controlling company, and its sister company
Warburg Invest Luxembourg S.A., as controlled company approved as from 2015 by the
tax authorities was continued in 2016.

IT. EMPLOYEES

During the 2016 financial year, the bank had an average workforce of 168 broken down

into the following groups:

Management 2
Executives 14
Salaried employees 152

I2. CORPORATE BODIES

Since December 18, 2009 the bank has been managed in accordance with the dual con-
trol structure, consisting of the Management Board and the Supervisory Board. The
conduct of the bank’s business is the responsibility of the Management Board. The Super-
visory Board exercises permanent control over the activities of the Management Board.
The composition of the bank’s corporate bodies was as follows during the 2016 fi-

nancial year:

Supervisory Board:
Joachim Olearius, Hamburg — Chairman —
Spokesman for the partners of M.M.Warburg & CO (AG & Co.) KGaA, Hamburg

Dr. Peter Rentrop-Schmid, Hamburg — Deputy Chairman — (until October 10, 2016)
Partner of M.M.Warburg & CO (AG & Co.) KGaA, Hamburg

Dominik Wilcken, Hamburg (since December 9, 2016)
— Deputy Chairman — (since December 12, 2016)
Chief representative of M.M.Warburg & CO (AG & Co.) KGaA, Hamburg

Dr. Julien Alex, Luxembourg

Retired ambassador
Dirk Schulze, Luxembourg (until November 30, 2016)

— Deputy Chairman — (from October 11, 2016 until November 30, 2016)
Member of the Management Board of Warburg Invest Luxembourg S.A., Luxembourg
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Management Board:

Rainer Schiffels (until June 30, 2016)
Carl-Egbert Stever

Ruidiger Tepke

I3. GROUP AFFILIATION

M.M.Warburg & CO Luxembourg S.A., being a subsidiary of M.M.Warburg & CO
Gruppe GmbH, Hamburg, is included in the latter’s consolidated financial statements.
For that reason, the bank dispenses with the preparation of its own subgroup ac-
counts, in accordance with Article 80 of the Law of June 17, 1992.
The consolidated financial statements will be published in the electronic version of

the Bundesanzeiger [German Federal Gazette].

I4. PROFIT APPROPRIATION
The Management Board will propose to the general meeting the payment of a dividend
of EUR 3,600,000.00 out of the profit of EUR 3,583,473.45 for the financial year plus
profits carried forward of 20,585.69, making a total of EUR 3,604,059.14. The remain-

ing balance, amounting to EUR 4,059.14 is to be carried forward.

Luxembourg, February 16, 2017 M.M.Warburg & CO Luxembourg S.A.
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M.M.WARBURG & CO LUXEMBOURG S.A.
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