
 1

 

          
 
INTERIM RESULT 2012 OF KA FINANZ AG 
 
KA Finanz AG: Run-down of risk positions above target 
 
• Risk positions reduced by EUR 3.1 billion in the first half of the year 
• Total assets reduced by 15% to EUR 12.7 billion 
• Total portfolio down by EUR 13.3 billion or 46% to date from EUR 29 billion to EUR 16.2 billion 
• Capital measures by the Republic of Austria totalling EUR 2 billion. 
 
(Vienna, 3 August 2012) – Today, KA Finanz AG (KF) presented its results for the first half of 
2012. After guarantee fees paid in the amount of EUR 41 million, the result for the period is 
negative at EUR 49.7 million. Despite a difficult market environment, risk positions were reduced 
by EUR 3.1 billion, which is EUR 2.4 billion above the full-year target. Overall, the risk portfolio 
has been reduced by EUR 13.3 billion or 46% since the beginning of the restructuring process, 
with a total portfolio of EUR 16.2 billion remaining as at 30 June 2012. This includes securities in 
the amount of EUR 7.5 billion, CDS/guarantees in a net amount of EUR 7.0 billion and loans of 
EUR 1.0 billion. The run-down measures taken to date can be broken down as follows:  
 
Table: Overview of run-down measures since the beginning of restructuring (as at 30-06-2012) 
Run-down of risk positions 

Total 2008  
to 2011 (ACTUAL) 01 to 06/2012 

Total 2008 to  
30-06-2012 
(ACTUAL) 

since November 2008 
in million EUR 

Securities – sold 2,993 247 3,240 

Loans – sold 654 5 659 

CDS – sold/closed 1) 2,311 2,168 4,479 

Sum total sold/closed 5,958 2,420 8,378 

Securities – redeemed 1,804 533 2,337 

Loans – redeemed 1,889 91 1,980 

CDS – expired 1) 540 35 575 

Sum total redeemed 4,233 659 4,892 

Sum total sold/redeemed 10,191 3,079 13,270 
1)   CDS sell positions; nominal values; not shown on balance sheet 
 
Balance sheet / Capitalisation 
 
As at 30 June 2012, KF’s total assets amounted to EUR 12.7 billion, down by EUR 2.2 billion or 
15% from the 2011 year-end level (31-12-2011: EUR 14.9 billion). Included in this amount are 
loans and advances to customers of EUR 3.2 billion and public-sector debt instruments and 
bonds of EUR 5.2 billion. In addition, KF carries contingent liabilities of EUR 8.3 billion             
(31-12-2011: EUR 10.7 billion), mostly reflecting its CDS portfolio. 
 
KF’s own funds as at 30 June 2012 totalled EUR 681.8 million (31-12-2011: EUR 836.5 million), 
with its core capital amounting to EUR 424.6 million (31-12-2011: EUR 474.3 million); thus, the 
company reports a total capital ratio of 11.6% and a core capital ratio of 7.2%. Owing to the 
portfolio run-down measures taken, risk-weighted assets dropped by EUR 0.5 billion from 
EUR 6.4 billion to EUR 5.9 billion. 
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The debt restructuring measures for the Republic of Greece implemented in the first quarter of 
2012 had a significant impact on KF, resulting in an impairment charge of EUR 1,034.1 million for 
the business year 2011, which could not be covered by KF’s capital base. 
 
To recapitalise KF, comprehensive capital measures, effective as of 31 December 2011, were 
agreed upon with the Republic of Austria: a shareholder contribution of EUR 609.6 million, a 
government surety in the amount of EUR 251.2 million, and a capital increase in the amount of 
EUR 389.0 million pursuant to §§ 182 ff in conjunction with § 181 of the Companies Act, following 
a simplified capital decrease which reduced the share capital and the participation capital by 
EUR 22.3 million and EUR 434.1 million, respectively, to zero. At the same time, reserves of 
EUR 337.9 million were released. Following these measures, KF had a core capital of 
EUR 474.3 million and own funds of EUR 836.5 million as at 31 December 2011. 
 
After the debt restructuring measures, KF had a remaining total exposure to the Republic of 
Greece of EUR 297.1 million, EUR 234.3 million of which were covered by the surety of the 
Republic of Austria. Thus, KF’s unsecured exposure to the Republic of Greece amounts to 
EUR 62.8 million, including EUR 30.8 million of direct exposure to the Republic of Greece from 
the debt restructuring programme and EUR 32.0 million to government-guaranteed Greek 
enterprises. In addition, KF has a direct exposure to Greek municipalities in the amount of 
EUR 59.3 million. 
 
In view of the ongoing debate on the situation of the Republic of Greece and the country’s 
chances of remaining within the euro zone, KF intends to apply for a surety of the Republic of 
Austria for the unsecured exposure to Greek municipalities in the amount of EUR 59.3 million in 
order to avoid an additional burden on KF’s capital base in the event of further debt restructuring 
measures. Thus, the government surety will increase from EUR 251.2 million to 
EUR 312.4 million. The Greek exposure covered by the surety does not contain any amounts 
overdue. Since the Greek debt restructuring, KF has no more exposure to the Republic of Greece 
from CDS contracts on its books. 
 
Including all the measures taken, the Republic of Austria to date has provided capital- support 
measures in a net amount of EUR 2,028.5 million, broken down as follows: 
 
Table: Overview of capital measures by the Republic of Austria as at 30-06-2012 

Overview of capital measures by the Republic of Austria   

  in million EUR 

Debtor warrant surety from capitalisation agreement of 17-11-2009; payment on 08-07-2013 1,116.9 

Shareholder contribution as at 31-12-2011 609.6 

Capital increase as at 31-12-2011 389.0 

Surety of Republic of Austria as at 31-12-2011 251.2 

Intended increase of surety of Republic of Austria 61.2 

Sum total gross 2,427.9 

Guarantee fees paid by KF 2008 to 6/2012 -581.0 

Inflow from restructuring contributions of Republic of Austria 2008 to 12/2011 210.0 

Guarantee fees KA-debtor warrant structure 2008 to 6/2012 -28.4 

Sum total net 2,028.5 

 
For the capital measures taken under the debtor warrant surety, the Republic of Austria is entitled 
to receive, as at 30 June 2012 and up to complete service of this recovery right, future annual 
profits and/or future proceeds from liquidation in the amount of EUR 1,116.9 million, senior to 
other profit participation rights and equity instruments. 



 3

Funding structure 
 
As at 30 June 2012, KF’s funding volume (excluding own funds) totalled EUR 11.3 billion      
(31-12-2011: EUR 12.7 billion). Of this amount, EUR 5.2 billion (31-12-2011: EUR 6.5 billion) or 
46% was raised independently of direct government support measures. In accordance with the 
parameters of the restructuring plan, KF’s funding activity was focused primarily on short-term 
funding. Altogether, short-term funding outstanding as of the reporting date – including 
commercial paper issues, ECB tenders, money-market deposits and repo transactions – 
amounted to EUR 7.4 billion (31-12-2011: EUR 7.9 billion). The long-term funding volume 
(government-guaranteed bonds, private placements, loans) as at 30 June 2012 was 
EUR 3.9 billion (31-12-2011: EUR 4.8 billion). 
 
To secure KF’s liquidity and to minimise its funding costs, the Republic of Austria supports KF 
through the assumption of guarantees for its funding measures. These were subject to the 
provisions of the Interbank Markets Support Act (IBSG) until its expiry in December 2010 and are 
now being provided under the Financial Markets Stability Act (FinStaG). After the scheduled 
redemption of a EUR 1.0 billion bond in March 2012, government guarantees in the amount of 
EUR 6.0 billion were in place as at 30 June 2012. Another EUR 1.25 billion will fall due in 
December 2012. To benefit from currently favourable funding opportunities in the commercial 
paper (CP) market, the existing EUR 2.5 billion CP programme, guaranteed by the Republic of 
Austria, is to be topped up by EUR 0.5 billion to EUR 3 billion. Taking this measure into account, 
the outstanding volume of funding guarantees will drop to EUR 5.3 billion as at 
31 December 2012. Compared with other funding sources (money market, repos, etc.), the 
guaranteed CP programme offers a significant cost advantage of approx. EUR 60 million p. a. For 
liquidity guarantees given by the Republic of Austria, KF pays an annual fee of 0.7% to 1.27% of 
the amount outstanding, depending on the tenor and the currency concerned. A need to draw on 
the liquidity guarantees is not expected to arise. To date, undrawn liquidity guarantees have been 
reduced from a maximum of EUR 9.3 billion to the current level of EUR 6.0 billion. 
 
Table: Development of liquidity guarantees 
Liquidity guarantees KA Finanz AG 

in million EUR  Dec.08 Dec.09 Dec.10 Dec.11 Jun.12 Dec.12 Dec.13 Dec.14 

IBSG guarantees 0 8,514.7 7,547.2 4,547.2 3,547.2 2,297.2 1,246.2 0 

Clearing-bank line 0 0 1,750.0 0 0 0 0 0 

FinStaG guarantees 5,300.0 0 0 2,500.0 2,500.0 3,000.0 3,000.0 3,000.0 

Total 5,300.0 8,514.7 9,297.2 7,047.2 6,047.2 5,297.2 4,246.2 3,000.0 

 
Income statement 
 
The after-tax result for the first half of 2012 amounts to EUR -49.7 million, which is largely due 
to guarantee fees in the amount of EUR 41 million paid for capital and liquidity measures. The net 
interest result is negative at EUR -22.2 million in the first half of 2012, reflecting a level of 
funding costs above the average margins of the portfolios. 
 
The net result from valuations and realisations is positive at EUR 34.7 million and comprises 
the following material items: costs of reducing the TRS/CDS/securities portfolio                    
(EUR -50.1 million), losses from the valuation of securities held as current assets                   
(EUR -18.3 million), and the release of provisions set up pursuant to § 57(1) of the Austrian 
Banking Act (EUR 97.0 million). 
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Portfolio structure 
 
Broken down by geographical region, 73.8% of the total portfolio of EUR 16.2 billion is accounted 
for by the European Union (EU-27), 51.1% of which by the euro zone (EU-17 incl. Austria). Non-
EU states in Europe account for 3.4%. The exposure to other states amounts to 22.8%, of which 
16.0% to the United States of America and Canada. As at 30 June 2012, the ten biggest risks 
from exposures to sovereigns, territorial authorities and government-guaranteed positions 
amounted to EUR 6.5 billion, representing 39.8% of the total portfolio and broken down as 
follows: 
 
  in EUR 1,000     by debtor category by product type 

  

Partner 
Exposure  

as at  
30-06-2012 

% Sovereigns Territorial 
authorities 

Government- 
guaranteed 
positions 

of which 
securities 

of which 
CDS/liabi-

lities 

of which 
loans 

1 Austria 992,931 6.1% 575,591 0 417,412 384,697 544,422 63,812 

2 Italy 875,957 5.4% 645,763 230,194 0 564,979 310,978 0 

3 Portugal* 799,052 4.9% 771,874 27,178 0 150,274 628,582 20,196 

4 Ireland* 756,677 4.7% 756,677 0 0 103,148 653,530 0 

5 Spain* 747,640 4.6% 720,412 27,228 0 145,591 574,821 27,228 

6 Poland 533,426 3.3% 522,055 11,371 0 570,105 -36,680 0 

7 Germany 526,638 3.2% 506,569 20,070 0 0 506,569 20,070 

8 Belgium 442,141 2.7% 442,141 0 0 0 442,141 0 

9 Hungary 407,335 2.5% 407,335 0 0 242,399 164,937 0 

10 Cyprus* 379,227 2.3% 190,571 0 188,656 33,343 157,228 188,656 

  Total Top 10 6,461,024 39.8% 5,538,916 316,040 606,068 2,194,535 3,946,527 319,961 

  Total Exposure 16,247,374 100.0%   7,454,190 7,133,537 1,014,342 
        * under EU support measures 
 
Broken down by rating, EUR 5.1 billion or 31.3% of the total exposure (incl. CDS and guarantees) 
were rated AAA/AA as at 30 June 2012; altogether, a volume of EUR 13.9 billion or 85.6% is 
rated investment grade (BBB or higher). The capital-weighted average rating of the total exposure 
is A3 (according to Moody’s scale). The exposure to states under European Union support 
measures amounts to EUR 2.7 billion, representing 16.6% of the total exposure.  
 
Transfer of shares to FIMBAG 
 
Based on the transfer agreement of 17 February 2012, the 99.78% share of the Republic of 
Austria in KF was transferred from the Federal Ministry of Finance to FIMBAG, the Financial 
Markets Holding Company of the Republic of Austria, as a trustee. Until 31 December 2011, the 
Association of Austrian Municipalities held 0.22% of the share capital of KF. After the capital cut, 
the Association of Austrian Municipalities waived the subscription right due to it from the capital 
increase. Thus, the Republic of Austria now holds 100% of the shares in KF, with FIMBAG acting 
as its trustee. 
 
Outlook 
 
In a persistently volatile market environment, KF will make every effort to manage its portfolio in 
line with the principles of the restructuring plan. Portfolio run-down activities in the first half of the 
year involved a total volume of EUR 3.1 billion (of which EUR 2.4 billion through active selling), 
which is significantly above the target for the year. In particular, KF was able to use the more 
favourable market conditions of the first quarter to its advantage. In the current market 
environment, the measures taken would have caused much higher costs with a heavier charge 
on capital. 
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After its mid-year loss of EUR -49.7 million, KF also expects to close the full year 2012 with a 
negative result. This is primarily due to higher funding costs in a difficult market and to guarantee 
fees payable for capital and liquidity measures. In view of the above, and based on the fact that 
any surplus generated must first be used to meet the obligation arising under the debtor warrant, 
dividends on supplementary capital will be paid out neither for 2012 nor in the foreseeable future. 
Following the capital measures taken within the framework of the 2011 annual accounting, KF 
does not hold any remaining participation capital. 
 
 
For enquiries:   KA Finanz AG 
    Marcus Mayer (Communication & Marketing) 

Tel.: +43 (0)1/31 6 31-593 or +43 (0)664/80 31631 593 
    mailto:m.mayer@kafinanz.at; www.kafinanz.at  
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Balance sheet of KA Finanz AG  
according to the Austrian Banking Act 
 
Assets     
in EUR 1,000 30-06-2012 31-12-2011 

Cash and balances with central banks 329,453.6 237,688.4 

Public sector debt instruments  
eligible as collateral for central bank funding 1,908,631.0 2,134,195.6 

(after provisions pursuant to § 57(1) Austrian Banking Act of  
EUR -1.0 million and EUR 0.0 million, resp.)   

Loans and advances to banks 3,644,910.1 4,471,981.2 
(after provisions pursuant to § 57(1) Austrian Banking Act of 
EUR -28.4 million and EUR -139.0 million, resp.)   

Loans and advances to customers 3,175,122.4 3,401,771.9 
(after provisions pursuant to § 57(1) Austrian Banking Act of  
EUR -49.6 million and EUR -37.0 million, resp. )   

Bonds and other fixed-income securities 3,334,927.7 3,666,737.0 
(after provisions pursuant to § 57(1) Austrian Banking Act of  
EUR -4.0 million and EUR -4.0 million, resp.)   

Participations 23.1 23.1 

Property and equipment 72.5 76.0 

Other assets 293,108.3 960,776.1 

Deferrals 23,932.5 28,006.0 

Total assets 12,710,181.2 14,901,255.2 

Liabilities and equity     
in EUR 1,000 30-06-2012 31-12-2011 

Amounts owed to banks 3,925,642.5 5,330,218.5 

Amounts owed to customers 453,006.6 528,496.4 

Securitised liabilities 7,029,595.9 7,349,751.4 

Other liabilities 305,525.9 406,549.3 

Deferrals 175,890.6 56,682.6 

Provisions 200,626.6 555,669.7 

Fund for general banking risks 95,000.0 95,000.0 

Subordinated liabilities 167,304.0 171,683.2 

Supplementary capital 28,031.7 27,905.4 

Subscribed capital 389,000.0 389,000.0 

Statutory reserve purs. to § 23(6) Austrian Banking Act 76,091.1 76,091.1 

Net loss -135,533.6 -85,792.7 

of which loss carried forward -85,792.7 0.0 

of which result for the period -49,741.0 -85,792.7 

Total liabilities and equity 12,710,181.2 14.901,255.2 
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Income statement of KA Finanz AG  
according to the Austrian Banking Act 
 
  01-01-2012 01-01-2011 
in EUR 1,000 30-06-2012 30-06-2011 
Interest and similar income 382,915.3 485,337.9 
Interest and similar expenses 405,086.0 491,816.3 
Net interest income -22,170.7 -6,478.4 
Income from participations 0.0 26.3 
Net fee and commission income -50,735.3 -91,093.0 

of which guarantee fees paid to the Republic of Austria -41,006.6 -84,515.4 
Income/expenses from financial transactions -1,040.1 -964.7 

of which provision for impending losses from CDS -1,096.7 715.3 
Other operating income 3.0 257.6 
Operating income -73,943.1 -98,252.2 
General administrative expenses -8,068.4 -7,724.8 

Personnel expenses 0.0 -5.0 
Other administrative expenses (non-personnel) -8,068.4 -7,719.9 

Depreciation of property and equipment -3.6 -8.9 
Other operating expenses -2,412.0 -3,603.0 
Operating expenses -10,484.0 -11,336.7 
Operating result -84,427.2 -109,588.9 
Net result of valuations and realisations 34,662.9 38,281.1 

of which changes in provisions § 57(1) Austrian Banking Act 97,000.0 32,500.0 
of which reduction of securities portfolio 8,020.4 -9,146.3 
of which reduction of TRS/CDS portfolio -58,062.9 -924.7 
of which valuation of securities held as current assets -18,330.2 262.9 
of which specific loan loss provisions -1,415.5 2,087.5 
of which buyback of equity instruments 0.0 10,434.7 
of which other 7,451.0 3,067.0 

Result of ordinary activities -49,764.3 -71,307.8 
Taxes on income -2.7 -2.7 
Other taxes 26.0 0.0 

Result for the period -49,741.0 -71,310.5 
 
 


