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Principal Activity
Merkur Cooperative Bank conducts its banking business based on the basic understanding that the world is a cohesive whole. Every human individual is intrinsically
valuable and possesses the potential to develop his or her talents in freedom, and can
use the opportunity to take responsibility for our society and our shared livelihood.

MERKUR’S MOST SIGNIFICANT SOCIETAL IDEALS ARE THE FOLLOWING:
• Sectors for culture, research, health
and education that enjoy the greatest
degree of freedom possible when it
comes to the content of services provided, and which are free of any business or political special interests. This
is decisive for the capacity of individuals to achieve the best conditions to
develop their abilities.
We finance independent schools,
boarding schools and high schools, artists, instruments, music venues, cinemas, theatres and other cultural institutions, reputable alternative practitioners
and medicine, care services and more.

Published by
Merkur Andelskasse
www.merkur.dk
Editor
Ann Hybertz Frandsen
ahf@merkur.dk

•A
 business community whose products and services reflect society’s and
consumers' real needs, and which respects people and the environment.
This approach safeguards natural resources so that they remain available
for future generations.
We finance renewable energy, organic
and biodynamic farming and food production, companies based on circular
economy and recycling, sharing economy and ecological construction, environmental technology and consultancies with sustainable aims and more.

Cover
At Skovbo Efterskole the students
not only work with academic subjects
but also exercise, music and other
creative subjects. Skovbo Efterskole
banks with Merkur.
Foto: twometerdesign.dk

Layout
Tobias Frost
www.studiofrost.dk
Translation
Dan V. Herron - All-out English
Print
Eks-Skolens Trykkeri

•A
 democratic constitutional state that
ensures equality among citizens and
thereby defines the framework for the
other two areas. The constitutional
state must ensure proper conditions
for employees and dignified conditions for society’s weakest members,
so that everyone is able to contribute
to the whole based on their own
terms.
We finance social enterprises, group
homes, as well as institutions and jobs
for people with special needs etc. We finance communities and self-governing
institutions where citizens themselves
have defined the framework for living,
working or owning a company.

NORDIC SWAN ECOLABEL
The official ecolabel of the Nordic Countries.
Sets strict requirements in all relevant phases
of a product's life cycle.
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Merkur in 2017
2017 was a challenging year for Merkur, which has left its
mark on this year’s result. However, a large increase in new
shareholders and proactive organisational changes have
positioned us well to deal with the future.

The result for 2017 was a loss of DKK
19m, which is very unsatisfactory, not
least when compared to last year’s result: a profit of DKK 20.2m.
As the result very clearly shows, the
prevailing winds during 2017 have in
many ways not been in Merkur’s favour.
In the first half of the year, we had a visit
from the Danish Financial Supervisory
Authority (DFSA) in connection with a
routine inspection. The DFSA found it
necessary to express critical remarks
about a number of items, which we
have subsequently rectified. The supervisory visit also entailed an additional
DKK 26m in impairments, among other
things due to stricter practices for property appraisals, a significant factor behind this year’s result.
Merkur has seen a large influx of
new and valuable customers in recent
years, and many of our customers, personal as well as business ones, are performing really well. Both aspects are
pleasing to us, but we have had to pay
a price in terms of too much growth in
relation to the way we organise our resources and opportunities to generate
revenue. On this backdrop, we implemented a large organisational change
in the autumn of 2017, which is meant to
ensure a greater focus on customers,
make work processes more efficient
and render Merkur more profitable in

the long term. As part of the organisational change, we closed our branch in
Odense at the end of 2017. In the short
term, the organisational change from
2017 will charge the accounts by approx. DKK 5m.
Customers entrusted Merkur with
DKK 542m in new assets in 2017, of
which DKK 390m were in the form of increased deposits and DKK 152m resulted from increases in customer investment portfolios. Loans grew by DKK
76m following a deliberate downward
adjustment in loan growth. Both customers and not least shareholders have
shown Merkur great confidence in 2017,
despite the not always positive announcements. We are pleased by this
response, and see it as a good foundation for the years to come.
CORE EARNINGS
Interest rate margins are under pressure due to increased competition and
low interest rate levels, which is why we
experienced a small decrease in income from interests, amounting to DKK
2m, in 2017. It is therefore positive that
we have increased our income from
other business areas, such as mortgage
loan mediation, investments, pensions
and services. In total, income from fees
and commissions has increased by DKK
7.2m. We are able to cover all ordinary

needs for banking services, and this
gives us a good opportunity to increase
our business volume with existing as
well as new customers.
Costs rose by 17.5% in 2017 to DKK
111.3m. Personnel costs constitute approx. DKK 65m of Merkur’s total costs,
an increase in 2017 of 15.9%. The otherwise large increase in costs has been
caused by IT expenses. This development in the cost ratio is not sustainable,
and in connection with the organisational change a number of initiatives to
improve efficiency and digitalisation
have been launched, all aimed at stemming this negative trend.
MARKET VALUE ADJUSTMENTS
The cooperative bank’s bond holdings
contributed with a negative market
value adjustment of DKK 4.2m, compared to a positive market value adjustment on bonds of DKK 6.8m last year.
In addition to this, derived effects
from the new minimum requirements for
eligible liabilities (MREL) have led
Merkur’s data centre, BEC, to impair development assets for a large sum, which
entails a negative value adjustment for
us amounting to DKK 6m. Other capital
shares have contributed positively,
which is why the overall value adjustments for 2017 resulted in an expense
of DKK 5.6m.
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CHANGED PRACTICE FOR REALESTATE APPRAISALS
In 2017 our losses and impairments
were equivalent to 1.5% of loans and
guarantees compared to only 0.7% in
2016. A significant factor in the increased impairments is that we now appraise a number of the properties that
serve as collateral for Merkur’s loans at
lower values than we did previously,
which was done on the basis of external
appraisals. This is a practice we have
changed after the visit from the DFSA.
The total impairments and losses for the
year constitute DKK 36.6m. A large part
of the impairments concerns active customer relationships, in which customers
continue to pay the agreed interests and
payments.
CONTINUED GROWTH IN NEW
CUSTOMERS
Merkur gained 3,239 new customers in
2017. At year’s end, we reached 29,888
customers after a net intake of 1,424
customers – a growth of 5.0%. Many
customers thus continue to seek out
Merkur and our values-based business
model.
MORE SHAREHOLDERS
Not only is the number of customers
growing – we were also able to welcome a large number of new shareholders in 2017. In net terms, we had 619

PHOTO: MIKKEL ØSTERGAARD
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new shareholders join us in 2017, compared to 587 the previous year. Merkur
now has 6,686 shareholders, which corresponds to approx. 22% of our customers overall. Shares constitute Merkur’s
foundation and are a precondition for
Merkur resuming growth in the future
and increasing loans to sustainable and
responsible businesses and projects.
Customers supporting their bank is, all
things considered, the prerequisite for a
customer-owned bank’s ability to exist
and provide a real alternative in the
Danish banking sector.
NEW AGREEMENT WITH THE
EUROPEAN INVESTMENT FUND
In 2017, as the only Danish bank, Merkur
entered into an agreement with the European Investment Fund (EIF) concerning participation in the so-called EaSI
guarantee programme for social enterprises and institutions. Within a guarantee frame of DKK 200m over the next
five years, we have better opportunity
to extend financing to this important
customer group.
EXPECTATIONS FOR 2018
Merkur’s strategy has for many years
concerned itself with healthy growth
aimed at strengthening the business of
Merkur in order to ensure a solid and
healthy foundation for creating positive
long-term changes in society. This

growth, in the meanwhile, has been too
resource-intensive and has not to a high
enough degree been converted into increased revenue. Loan growth is therefore being adjusted according to our resources, which is why we are aiming for
zero growth on the loan side in 2018.
Only in 2019 will we again find room for
moderate growth. Losses and impairments are expected to return to the
same level as in the most recent years,
i.e. 0.6-0.8%. We can, on the other hand,
grow in areas that are not so capital intensive, e.g. pensions and investments,
just as we have raised a number of
prices, thereby moving closer to those
of our competitors. All of this is meant
to contribute to significantly better core
earnings in 2018.
We expect a capital adequacy ratio
of 17-18%. The increased equity, in addition to earnings, is expected mainly to
come from the cooperative bank’s customers in the form of share capital.
Moreover, an addition of different types
of loan capital is expected, which can
contribute to covering the generally increasing capital requirements.
Customer intake is expected to continue unchanged.
On the background of the above and
due to efficiency-related initiatives, we
have begun to effect the organisational
change and expect a profit of DKK 1014m after tax for 2018.

ANNUAL REPORT 2017

MERKUR COOPERATIVE BANK

Financial highlights
2017

2016

2015

2014

2013

130.7

129.6

113.4

113.6

106.7

-5.6

9.6

-1.5

-1.6

6.3

106.5

92.6

80.1

73

66.9

36.6

17.0

14.0

22.2

34.2

Income Statement (in mill DKK)
Net income, interest and fees
Market value adjustments
Staff and administration expenses
Impairment of loans/advances and receivables, etc.
Income from capital shares in associated companies

-0.0

0.0

0.0

0.0

0.0

Profit of the year

-19.0

20.2

7.8

6.3

3.9

Loans/advances

1,752.4

1,676.0

1,430.9

1,366.8

1,292.0

Deposits

3,065.8

2,676.0

2,300.4

2,172.8

2,032.0

315.9

316.9

249.3

228.2

205.9

Total assets

3,536.4

3,146.2

2,688.0

2,547.2

2,414.5

Guarantees

675.9

685.4

480.9

448.8

385.2

29,888

28,464

26,278

23,742

22,997

6,686

6,067

5,480

5,034

4,546

Capital ratio

16.3

17.5

16.6

15.8

14.4

Core capital ratio

14.5

15.4

14.1

13.8

12.3

-7.1

8.5

3.6

3.9

1.9

Balance sheet (in mill DKK)

Equity

Other data
No. of clients
No. of shareholders
Financial ratios (%)

Return on equity before tax (%)
Return on equity after tax (%)

-5.9

7.1

3.3

2.9

2.0

Income/cost ratio

0.9

1.2

1.1

1.1

1.0

Return on assets

-0.5

0.6

0.3

0.3

0.2

Income/cost ratio before market value adjustments,
impairments and Bank Packages

1.2

1.3

1.4

1.5

1.5

Interest-rate risk (%)

0.1

0.2

1.6

0.1

1.3

Currency position (%)

2.4

1.0

1.7

1.6

0.0

Currency risk (%)

0.0

0.0

0.0

0.0

0.0

Excess cover in % relative to the statutory liquidity requirements

310.0

267.6

279.7

264.4

279.2

Liquidity Coverage Ratio (LCR) in %

448.0

364.0

-

-

-

59.5

64.6

64.4

65.1

66.3

Loans/advances relative to equity

5.5

5.3

5.7

6.0

6.3

Growth in loans/advances of the year

4.6

17.1

4.7

5.9

11.6

35.5

53.5

37.3

34.6

21.6

2.1

1.2

1.5

2.3

1.8

Loans/advances + im pairments in % of deposits

Sum total of large-scale commitments i % of capital base
Share og accounts recievable with reduces interest
Impairment ratio of the year

1.5

0.7

0.7

1.3

1.8

Accumulated impairment ratio

2.9

2.3

2.6

2.6

3.0
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Merkur’s business
This illustration of Merkur’s business shows the most important
balance sheet items compared to the most important income statement items. Consequently, this is not a complete description but
an overall summary of Merkur’s activities, accounts and business
model. Unlisted items and other details are to be found in the
report’s additional chapters and in the accounts.

DKK

3,075m

Partnerships
DKK

637m
MORTGAGE LOANS

TRIODOS

INVESTMENTS FUNDS

DKK

DKK

AP PENSION

SPAR INVEST

181m 247m
COMMISSIONS: DKK 6m

COMMISSIONS: DKK 13m
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Merkur's activities
dkk

3,066m

WHERE DOES THE MONEY GO?

WHERE DOES
THE MONEY
COME FROM?

(ASSETS)

dkk

(LIABILITIES)

DEPOSITS

NEGATIVE
INTEREST:
DKK 0.1m

316m

OTHER

EQUITY

INTEREST:
DKK 6m

INTEREST:
DKK 1.5m

1,752m

1,664m

dkk

dkk

154m

dkk

dkk

120m
LOANS

OTHER

LIQUIDITY

SECURI TIES
AND FOREIGN
EXCHANGE INCOME:
DKK 3m

INTEREST:
DKK 93m
LOSSES AND
PROVISIONS:
DKK 37m

INTEREST AND SECURI TIES
AND FOREIGN EXCHANGE
ADJUSTMENTS
DKK 1m

Income statement
Year’s profit = DKK -19m

DKK

676m
GUARANTEES
(OUTSIDE THE
BALANCE SHEET)

(is deducted from the net capital)

GUARANTEE
COMMISSION:
DKK 4m

COSTS: DKK 111m
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Trends around us
2017 was a year that received much coverage even before it had started. How
would things fare with Donald Trump in
the White House? Would the EU be able
to hold itself together in the aftermath of
Brexit? And what about the wave of
right-wing populism, which seemed to
be washing in over the continent, threatening to tear the Union apart? There
was even talk of a possible collapse of
the customary Western world order: If
Marine Le Pen were to be elected president in France, it could prove a death
knell for the EU and NATO, said experts
and pundits. The 2017 elections both in
France, Holland and Germany appeared
a fateful crossroads for the EU’s future,
and with the popular rebellions against
established political institutions, which
have smouldered in both Europe and
the USA, many predicted that right-wing
populism would win big.
Things did not turn out as bad as this.
Granted, the rightist parties, such as the
Freedom Party in Holland and Alternative für Deutschland in Germany, gained
ground, but several left-wing parties also
experienced gains, which rendered the
big picture less definitive. Geert Wilders’
Islam-critical Freedom Party did not become Holland’s largest, as many would
have forecasted. And France’s president
did not turn out to be Le Pen, but rather
the liberal-minded EU advocate Emmanuel Macron. So even though many of
the large, established centre parties
have lost some ground to the smaller
parties on the outer ends of the political
spectrum, it seems that the massive
right-wing landslide remains absent as
for now.
From an EU that at the year’s beginning looked as if its very existence was
threatened, we now at the close of the
year find ourselves in a political landscape in which western and southern
Europe are displaying greater support

for the European project. Especially Macron is a strong, new voice in the debate
about European cooperation. Eastern
Europe on the other hand is showing
greater resistance to the parts of the European project, e.g. a continued solidary
distribution of refugees. In several eastern European countries, self-confident,
nationalist governments are well on their
way to break down core European values such as an independent judiciary
and free press.
TRUMP’S FIRST YEAR AS PRESIDENT
2017 was also the year, in which not just
Americans but the whole world had to
get used to a wholly new type of president at the helm in the US. A president
that challenges established institutions,
blurs the line between falsehood and
truth, facts and “alternative facts”, and
intensifies conflicts. Just take the highly
strung and tragicomic war of words between Trump and North Korea’s leader
Kim Jong-Un, which may result in catastrophic consequences. Trump acts in
an unpredictable manner and rarely in a
way that is to be expected by a president, and his controversial statements
and tweets constantly cause headlines
in the media. Trump’s communication
evidently targets his own core voters,
but it simultaneously serves as an effective source of distraction, deflecting the
attention of the press and general public
from maintaining focus on the conflicts
of interest and attempts at influencing
the judiciary system.
Pundits declared the Republican tax
reform a great “political victory” for
Trump. It is no great wonder, however,
that a Republican party whose main priority is tax cuts could reach agreement
on exactly this item. In addition, the
more difficult issue of financing of the
tax cuts has been postponed to a later
date, which probably also has helped

forge agreement. The federal budget
has therefore for the time being been
left with a big hole. The tax cuts first and
foremost benefit businesses and the
wealthy, while the lower middle class, to
whom Trump otherwise is fond of appealing, is relegated to the hope that
business will repay the tax cuts with
more investment and thereby jobs.
These voters can likely look forward to
partake in the financing of the tax cuts.
THE US LEAVES THE PARIS CLIMATE
AGREEMENT
Trump, who on several occasions has referred to climate changes as a hoax, has
also caused a stir when he decided to
withdraw from the Paris Climate Agreement, reportedly because the agreement is not favourable enough for the
US. Fortunately, this has not led to a
domino effect among other countries
making the same move. On the contrary,
several leaders from the large countries
have made known that they wish to go
even further to facilitate the agreement
on limiting the growth in the globe’s average temperature to 1.5-2 degrees Celsius, including countries such as China
and India, who are among the greatest
emitters of greenhouse gasses, together
with the US. Since the last countries who
still had to accede to the Paris Agreement, now also have joined, the US is
left as the only country in the world,
which does not wish to be part of the climate agreement, something which
strongly indicates that the US remains
alone concerning this decision.
It is now paramount that the goals
from the Paris Agreement be implemented so that intentions can become
reality. According to plan, this is to happen at the climate summit in Poland in
2018, where more concrete rules are
meant to be drawn up. As has been the
case until now, this will not be easy –
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despite the achieved consensus concerning overall goals, most countries are
still fighting for their own narrow and
short-sighted interests.
With the US having stepped into the
background, China is positioning itself
as the new leading nation on the climate
front. Even though this is most likely
driven by geopolitical and economic
motivations, one must welcome their engagement in the climate struggle. Another positive development that followed in the wake of the US withdrawal
is the local initiatives and movements
that have arisen in opposition to the
government’s climate policy. A number
of mayors, governors, companies and
educational institutions have joined together in the movement “We Are Still In”,
with the purpose of honouring the Paris
Agreement at the local level, independent of the government. With nine states,
more than 200 cities, and companies
such as Google, Apple, Tesla and Facebook among the signatories, this represents a strong, collective network that
will work to keep the US on the right
track.
THE ELECTRIC CAR’S FUTURE
If we move our focus to Denmark, the
ambitions to reduce CO2 emissions are
not high here either. After the sales of
electric cars had pretty much stalled as
a consequence of an agreement from
2015 concerning the gradual phasing in
of electric car taxes, a new agreement
was made in the spring of 2017. This
agreement is meant to stimulate sales

again by postponing the phasing-in of
taxes. The tax rate will be frozen at the
level of 20% until the end of 2018 – or
until 5,000 electric cars have been sold.
Following this, the taxes will again be
gradually phased in to 100% in 2022.
This is perhaps a well-intentioned
step in the right direction, but no cohesive strategy for transitioning the Danish
car fleet to electricity exists. This, in the
meantime, is necessary if Denmark is to
fulfil its own climate ambitions. An obvious reform of car taxation could be to
base it on technology instead of price:
the greater the CO2 emission, the
greater the tax. Unfortunately, it seems
that many politicians find it attractive to
maintain a taxation system that easily allows them to once in a while distribute
gifts to voters in the form of tax cuts.
Other countries have fortunately
been more deliberate in their approach.
France and England will prohibit the sale
of new petrol- and diesel-driven cars
from 2040, Norway and Holland will do
this from 2025 already. This is the type
of clear direction that is necessary to
move the market forward and accelerate
the development. Because the electric
car is the future – this is something most
automotive producers have realised. It is
only a question of whether we will be
one of the countries taking the lead or
whether Denmark for a long time to
come will be a market for obsolete
transportation technology. We actually
already have painful experiences in this
area, since we many years ago insisted
on buying diesel-driven IC4 trains, at a

Marine Le Pen was not elected president of France.
She lost the election to her liberal opponent Emmanuel Macron.

time when no one was producing longdistance diesel trains anymore.
FEWER REFUGEES AND MIGRANTS
TO EUROPE
A shift has occurred on the European
continent within one of the areas that
have taken up most of the agenda in the
most recent years. After having been
characterised by an atmosphere of crisis
due to the record-high numbers of refugees and migrants arriving in Europe
during the last couple of years, the picture was slightly different in 2017. Millions of people across the world are still
fleeing or leaving their home countries
to seek out better opportunities elsewhere. But not as many have succeeded
in crossing Europe’s outer borders to
seek asylum. This means that the refugee crisis has been moved down a peg
on the media’s agenda, after having received high exposure in 2015-2016.
But the drop in the number of refugees and migrants unfortunately does
not entail that the EU has solved the
problems. These have rather been
pushed out to other areas, e.g. to Libya,
where the EU has made an agreement
with the extremely unstable and chaotic
country about retaining refugees and
migrants that attempt to cross the Mediterranean from the Libyan coast.
In the long run, the only way to diminish the pull of Europe is if living conditions, especially in Africa and the Middle
East are improved and the wars brought
to an end. It is here the greatest and
most important effort should be made.

PHOTO: LAURIE SHAULL, FLICKR.COM (CC BY-SA 2.0)
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Several Danish municipalities have declared that they are able to receive more new citizens
in spite of the government's rule-tightening.

DENMARK TAKES THE PATH OF
RULE-TIGHTENING
Despite the downward trend in the number of refugees and migrants, many still
arrive in Europe via the dangerous
routes across the Mediterranean. And
the European countries still need to
work together to show solidarity with the
few countries that in the first instance receive the majority of those who come to
Europe.
Regardless of the downward trend in
the number of refugees, it appears that
the rhetoric in the Danish political debate is a race to propose the most tightening measures. Since 1989, Denmark
has received 500 mandate refugees annually, but this is no longer established
practice. In 2017, Denmark has received
none at all, and going forward a new law
leaves it up to the discretion of the incumbent minister of immigration and integration to decide how many mandate
refugees Denmark ought to receive.
While the Danish refugee and immigration policy thus continues to be tightened, it is not all who share the perception that Denmark needs “breathing
space”. If one asks the municipalities
that most recently have received mandate refugees, the message is that they
no longer find themselves overburdened, but on the contrary have devised
systems that enable them to receive
more people than they presently do. For
instance, Randers Municipality has reported that they in 2016 received 200
asylum refugees while they by autumn
2017 only had received 25. Completely
opposite of the government’s line, they

have reported that they are actually
equipped to receive higher numbers
than they are presently dealing with.
Several other municipalities have likewise declared that they are able to receive more new citizens. Perhaps it is
time to listen rather than continue the
race to implement the most tightening
measures.
CRITICISM AGAINST CONVENTIONS
AS DOMESTIC POLICY
As the above example shows, it has become normal in Danish domestic politics
to curry favour with voters at the expense of some of the globe’s most atrisk people. A similar and very worrisome trend is to demand amendments
to human rights conventions or their termination outright, merely because they
in some cases prohibit Denmark from
deporting certain citizens of foreign origin who have committed crimes. This
despite the fact that more often than
not, it would not be possible to implement the deportation since the countries
that are expected to receive these persons refuse to comply.
The human rights conventions were
enacted in the period shortly after the
horrors of the Second World War, when
the timing and the backdrop of the war
offered a window of opportunity for the
nations to agree on expansive protection of individuals. It would be completely impossible, for instance, to adopt
the same measures today. It is therefore
very worrisome that human rights have
been reduced to a political football by
politicians who perceive an opportunity

PHOTO: AMNESTY INTERNATIONAL

to harvest votes from the electorate
without genuinely solving any problem.
The matter is simply too serious for this.
CONTINUED FOCUS ON TAX HAVENS
Following last year’s tax haven scandals,
which came in the wake of the leaked
so-called Panama Papers, tax havens
have again this year been a hot topic. A
new collection of documents, named the
Paradise Papers, has been leaked; this
time by a firm on Bermuda, a Singaporebased service provider for companies,
and a number of company registers in
tax havens around the world. One-hundred and forty Danish companies and individuals appear in the documents, in
addition to a number of international
firms, politicians, celebrities and royals.
Documents reveal companies’ and private persons’ tax planning, which is not
necessarily illegal but points to problems with legislative loopholes. A strong
focus on tax havens therefore remains,
but the question is how to close loopholes and whether the will to do so exists.
International attention has been
aroused by the fact that the EU’s commissioner for competition, Margrethe
Vestager, has proven to be a dynamic
opponent of international companies’
exploitation of opportunities to achieve
competitive advantages, e.g. by entering
into advantageous agreements with certain EU countries. Terms that even companies in the countries in question could
not obtain. During the course of the
year, she has launched inquiries into
Ikea’s tax conditions in Holland and mul-
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tinational companies’ tax conditions in
Great Britain. In the case of Apple, who
in 2016 was ordered to repay DKK 97bn
in taxes to Ireland, where Apple has its
European headquarters, Vestager and
the EU Commission have sued Ireland at
the European Court of Justice because
Ireland has not been willing to collect
the taxes from Apple.
Also the European Parliament has
shown a will to demand a harder line
against tax havens and aggressive tax
planning. For every new leak, the public’s demand for greater transparency
concerning tax conditions grows
stronger, and the leading politicians, despite the vigorous opposition from lobbyists, will not in the long run be able to
abstain from taking action in these matters.
INEQUALITY IN DENMARK
Denmark is seen by many as one of the
most equal countries in the world. This is
also the reason why it causes attention
and creates debate that documentation
shows that inequality in Denmark is
growing year by year. Also 2017 surveys
have shown that the Danes are becoming increasingly unequal. This trend,
however, is not developing as fast as in
other OECD countries, and Denmark remains one of the most equal countries in
the world.
This is in part due to our welfare system, which provides opportunities for
education, health and support for unemployed, along with our taxation system,
which taxes the wealthiest the most and
our unions, who negotiate terms with
employers. We also have a pension system that entails that more people own
capital and that not only the wealthy
benefit when stock prices increase.
When inequality is growing nonetheless, it is due partly to political decisions
but partly also to the demographic mix:
for instance, the number of pensioners
and young people in the education system.
But other explanations are more directly related to political decisions, e.g.
tax reforms that benefit the richest. If inequality continues to widen, more problems will inevitably follow. Increased ine-

quality does not only pose problems for
individuals at the bottom of society, it is
also directly harmful for community and
social cohesion because it entails
greater dissatisfaction with the entire
design of our society. Inequality will always exist, but the question is the degree of inequality we wish to accept in
Denmark, and how we handle the effects of the inequality, which in spite of
everything, does exist in our country.
CIRCULAR ECONOMY GAINS
GROUND
A completely different trend is making
headway in the shape of the circular
economy. In contrast to linear economics, where one produces, consumes and
discards, circular economics are an expression of a circuit in which resources
do not go to waste as garbage but instead is repurposed and used in new
ways. The circular economy and the
mind-set of sustainability that supports it
is unavoidable if we want to minimise
our impact on the climate and environment.
It is therefore positive that the circular mind-set is becoming more and more
prevalent. The Danish government has
appointed an advisory committee that
has put forth 27 recommendations for
how a circular economy can be disseminated to Danish companies as well as
public institutions. The recommendations comprise areas from establishing
circular municipalities to preventing food
waste and research in circular solutions,
just to name a few. According to the
committee, which consists of 12 business leaders, Denmark should pioneer
this area and the resulting national position would both benefit Danish companies’ revenue opportunities, create new
jobs and minimise the environmental impact, underscores the committee.
A genuine circular economy is not
easy to implement, however, since it requires a transformation of production
processes, infrastructure for returning
products, dismantling their components
and repurposing the raw materials. The
good intentions therefore must be followed up by the will to make the necessary investments and adjustments.

ON THE FAR SIDE OF THE FINANCIAL
CRISIS
2017 was also the tenth anniversary for
the onset of the Financial Crisis, which
began in 2007, and which developed
into a long-term economic and political
crisis. The official line is that we have
now put the crisis behind us and that
the economy is advancing and that we
are headed for brighter times. But the
question is how far we have actually
come in relation to wrestling free of the
crisis’ repercussions. And whether we
at all have resolved the problems that
were the wellspring of the crisis.
Granted, the financial system has
been stabilised and the banks regulated, but there are still other things
that point toward the fact that we have
not necessarily solved the deeper underlying problems, neither those that
initiated the crisis nor the large debt
positions that other places became the
effects.
A worrisome practice in this regard
is the so-called “quantitative easing”,
that is occurring in the central banks.
Quantitative easing is a tool that central
banks have made use of to control the
consequences of the financial crisis. It
entails the production of large sums of
money to buy so-called corporate and
government bonds – all aimed at stimulating the economy, e.g. by creating
more lenient conditions for obtaining
loans. The problem consists of the central banks so to speak are buying old
debt, and it is hard to predict what the
consequences of such a practice will
be. In any circumstance, it will be a
challenge in how to succeed in returning to a more normal situation. This
practice is also at odds with the EU’s
bail-out prohibition, which prohibits one
EU country from being liable for another EU country’s debt.
When things start to go well in a society, the risk always exists in terms of
underestimating the things that may indicate new imbalances that we need to
deal with. We ought to have learned
this from the latest financial crisis, and
we should remain attentive to this, even
though a general sense of optimism
prevails.
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Finances and
organisation
RESULTS
The result for 2017 was a loss of DKK
19m, which is very unsatisfactory, not
least when compared to last year’s result, a profit of DKK 20.2m. The year’s
result can be ascribed to four principal
factors:
1. Increased impairments following requirements from the Danish Financial
Supervisory Authority (DFSA), who
conducted an ordinary inspection in
the cooperative bank in the spring of
2017. A significant cause to the increased impairments is that we now
appraise a number of the properties
that serve as collateral for Merkur’s
lending at lower values than we have
hitherto based on external appraisals
that we have used to appraise the
value of said properties.
2. In extension of this, the planned
growth in loans and thereby the associated income has not been possible
to realise since the excess capital
cover was reduced.
3. D
 erived effects of the new capital requirements have led the cooperative
bank’s data centre to impair development assets by a large sum, which influences the value of Merkur’s ownership share in the data centre negatively by almost DKK 6m.
4. M
 erkur implemented a large organisational change in the autumn of 2017,
which is described further below. The
organisational change has occasioned one-time costs at the scale of
DKK 5m.
We are of course taking the DFSA’s principles for appraising properties into consideration, as well as the additional

points of criticism concerning documentation, credit procedures, etc., which are
ascribed to the cooperative bank’s
growth in recent years. The standards
have shifted, and it is natural that requirements also increase at pace with
our size. The organisational change is in
connection to this an important step for
Merkur in order to live up to the growing
requirements – also on the capital side
– while we at the same time run an efficient business focused on the needs of
our customers.
NEW CUSTOMERS AND MORE SHARE
CAPITAL
Merkur gained 3,239 new customers in
2017 compared to last year’s 3,543. The
net customer increase was 1,424, and at
year’s end we have reached 29,888
customers – a growth of 5.0%, somewhat less than last year’s 8.3%.
The development in Merkur’s share
capital was also in 2017 especially positive, even though we did not reach the
record level from 2016. Share capital
grew by 7.9%, or DKK 18.8m. We gained
619 new shareholders in 2017, a few
more than in 2016, and Merkur now has
6,686 shareholders. This corresponds to
22% of customers. Shares are Merkur’s
foundation, and they are a prerequisite
for increasing lending, thereby fulfilling
our purpose of lending money to sustainable and responsible companies and
projects. Growing share capital will also
come to play a significant role in meeting the increased capital requirements
over the coming five years, which all
banks have to live up to.
DEPOSITS AND LENDING ETC.
We saw a growth in lending of 4.6%, or

76m DKK in 2017, significantly less than
in 2016 and less than originally planned
for the year. Lending at year’s end was
at DKK 1.752m
Since income from excess liquidity is
negative, it is paramount with increased
lending to improve basic earnings in the
long run. Since we for a period must prioritise capital adequacy, we in the meanwhile only expect moderate loan growth
from 2019.
Deposits have grown by DKK 390m
to DKK 3,066m (14.6%), a growth on
level with last year’s, when measured in
Danish kroner. In addition to this are
funds that have been provided to
Merkur with the purpose of investing in
e.g. ethically screened securities. The
total added growth of funds, which are
placed in or mediated by Merkur is
therefore: DKK 542m.
In 2017, the already plentiful level of
liquidity has therefore increased further.
At the close of the year, Merkur had liquid cover of DKK 1,586m and fulfils all
statutory requirements concerning excess liquidity cover. The excess liquidity
cover is expressed in the key figure LCR
(Liquidity Coverage Ratio), which is
meant to show how Merkur is able to
honour its payment obligations within a
coming 30-day period, without having to
retrieve liquidity from outside sources.
By the end of 2017, banks such as
Merkur must have a liquidity cover of
80% of the calculated payment obligations. This coverage requirement will by
the 1st of January 2018 be increased to
100%. Merkur has at the end of 2017 an
LCR of 448% and thereby an excess liquidity cover of no less than 348% compared to the fully phased-in LCR requirement.
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Guarantees continue to remain at a relatively high level of DKK 676m (2016:
DKK 685m) and is connected to high activity in the real estate market, where the
cooperative bank provides purchase
price guarantees and guarantees in connection with refinancing and obtaining
mortgage loans. Guarantees have fallen
by DKK 94m, however, in relation to the
half-year mark in 2017, when guarantees
peaked at DKK 770m.
Debt to credit institutions is at DKK
83.5m, largely unchanged compared to
the previous year. Clearing balances
constitute DKK 81.8m of this (2016: DKK
73.3m), which are closed out the following day, and the real debt is therefore
DKK 1.7m (2016 : DKK 13.1m). Real debt
consists of balances with partner banks,
such as GLS Bank, Triodos Bank and
Cultura Sparebank, and is related to the
financing of concrete lending projects.
You can read more about our international partners in the chapter International partnerships.
INCOME
Income fell by 2.0% as a result of the
falling income from our bond holdings.
Interest income from lending activities is
unchanged despite a 4.7% growth in
loans, which reflects the pressure on interest margins resulting from increased
competition.
Interest expenses were halved to
DKK 1.5m as a result of the continued
falling interest rate level. When interest

expenses overall still remained unchanged at DKK 7.3m, this is due to the
negative interest rates charged by the
Danish Central Bank amounting to DKK
2.9m as opposed to DKK 1m last year.
It is encouraging that we continue to
increase our earnings from mortgage
mediation, investment, pensions and
services, so that the dependency on interest income is reduced. Net earnings
from fees and commissions were DKK
48.3m, or DKK 7.2m higher than last year
(representing a growth of 17.5%) and
DKK 4.3m better than budgeted.
Merkur’s net income from interest
and commissions rose by 3.9%, from
DKK 125.7m to DKK 130.7m. This is a
modest increase compared to 2016. The
fall in interest income is mitigated by increasing revenue in other areas. The
modest growth in loans is the reason
why income has not gone up more.
MARKET VALUE ADJUSTMENTS
The cooperative bank’s bond holdings
caused a negative market value adjustment of DKK 4.2m, compared to last
year’s positive adjustment of DKK 6.8m.
The negative market value adjustment is
largely as budgeted but only became
apparent in the Q4, since we at the end
of Q3 only had a negative adjustment of
DKK 0.7m. The overall yield on the cooperative bank’s bond holdings was therefore negative by DKK 1.5m or a negative
rate of return of approx. 0.16%. This is,
despite everything, a little better than

the Central Bank’s negative interest rate
of 0.65%. However, a substantial position with the Central Bank cannot be
avoided, since the liquidity rules require
a substantial amount of government
bonds or deposits with the Central Bank.
The additional market value adjustments are influenced negatively by the
impairment of the value of Merkur’s
ownership shares in the BEC data centre by DKK 5.9m. This is an indirect consequence of the new MREL capital requirements, mentioned below. The DFSA’s new requirements to data centres
concerning a reduction of the so-called
termination allowances, which e.g. are
paid if a merger entails that a bank has
to switch data centres. To protect its assets in such a situation, BEC has decided to impair a large part of its development assets, which were otherwise
impaired on a running basis. This situation has impacted all of BEC’s member
banks. See Figure 1.
Market value rate adjustments on
currency is a normal income from margins on the sale of foreign transfers to
customers. Total market value adjustments were thus negative by 5.6m and
thereby a significant factor for the year’s
loss.
COSTS
Costs rose by 17.5% in 2017 from DKK
94.7m to DKK 111.3m. Personnel-related
costs, which comprise approx. 59.0% of
our costs, rose by 15.9% to DKK 64.7m

Market Value adjustments in DKK 1,000 (fig. 1)
2017

2016

Bonds

-4,156

6,751

Participating interest BEC

-5,914

0

Additional participating interests

2,603

2,208

1,861

2,014

0

-1,460

-5,606

9,513

Currency
Other market value adjustments
Total

15

16
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or DKK 7.3m, as a result of especially investments in additional staff resources
in connection with e.g. loans and customer intake in general. Higher payroll
taxes have also contributed to the increase. The development in costs is not
sustainable and in order to proof Merkur
for the future, a high number of initiatives have been taken, including a major
organisational change.
The organisational change is discussed below in the chapter Organisation and Employees. In connection to this
DKK 3m have been allocated to termination costs. Without this expense the increase in payroll costs would have been
10.3% and be 1% lower than budgeted.
Non-payroll related costs constitute
DKK 41.8m, an increase of 13%, or DKK
5m. Included herein are the costs related to the organisational change of
DKK 2.0m, which has e.g. been used for
consultancy services and expenses for
winding up Merkur’s lease in Odense.
Without these onetime costs, the nonpayroll related costs would have risen
by 8.3%, or largely as budgeted. The
otherwise absolute highest increase in
costs, except for the payroll costs, is due
to increased expenses for IT – an in-
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crease of DKK 4.9m. The impairment ratio remains unchanged compared to a
total of DKK 25.8m.
Finally, Merkur has carried an option
premium of DKK 1.5m to the debit side in
connection with the sale of DLR shares.
The sale was undertaken to strengthen
the capital cover. The option premium
runs over 5 years but has been fully expensed in 2017.
CUSTOMER CLASSIFICATION
In Merkur, we classify our customers in
seven so-called credit quality groups,
which provide a picture of how economically robust a customer is. The classification, among other things, is based on
details about the customer’s income, expenses and fortune. This classification is
updated on a continuous basis with data
about customers so that at any given
time to provide us with a current picture
of the customer’s credit worthiness. The
updates happen e.g. at renegotiations of
the engagement, or when occurrences
are observed in the customer’s financial
situation. These might be overdrafts, arrears or registration in Experian’s RKI database for bad payers. The majority of
Merkur’s customers by far can be classi-

fied as good customers or better. The
classification is compatible with the DFSA’s risk classification. See Figure 2.
IMPAIRMENTS AND LOSSES
The year’s impairments have been particularly impacted by the additional impairments, which were deemed necessary by the DFSA at the end of H1 in
2017. These constitute a total of DKK
26m, incl. a statistical expansion of DKK
10m following random checks. The total
impairments and losses for the year
amount to DKK 36.6m. See Figure 3 page
17.

The impairment ratio has thereby
risen from last year’s 0.7% to 1.5%. This is
an unsatisfactory development but still
far from the impairment ratios during the
financial crisis. The additional impairments are associated with a small number of customers, of whom most are still
in business and therefore have the opportunity to improve their financial situations. A large part of the impairments is
furthermore related to the principles that
now apply when appraising properties,
which e.g. may involve focusing on alternative uses for institutional properties.
We therefore expect relatively quickly to

Distribution of engagement volume across risk classes in terms of % (fig. 2)
Credit quality grouping

2017

2016

1 – Objective evidence of impairment (OEI)

6

5

2 – Weak

0

2

3 - Customers under observation

7

5

4 – Good customers below average

14

17

5 - Good customers

45

43

6 - Good customers above average

23

21

7 – Solid customers

4

6

Not classified*

1

1

100

100

Total
*The credit quality codes are only applied to engagements larger than DKK 10,000.
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return to a more normal impairment
level on the scale of 0.6-0.8% of loans
and guarantees.
Impairments are shown as net impairments, meaning that the figure is composed partly of reversals of earlier impairments – because the customers in
question are now performing better –
and of new impairments on customers
where future losses are likely.
Impairments are not equivalent to
losses. There are good prospects for
winning back a portion of the impairments if the individual customers in cooperation with Merkur are able to rectify
their financial situations.
The loans/advances which have not
been individually impaired, and this constitutes the vast majority of our loans/advances, must be assessed collectively in
order to register indications of impairment, such as rising interest or unemployment rates. If one or more such indications are present, calculations have to
be made, using a mathematical model, of
how much this impairment amounts to in
DKK in relation to the specific loan portfolio. The technical aspects of this are detailed in the Accounting Policies chapter.

To calculate the collective impairments,
Merkur uses a model that has been developed by the Association of Local
Banks in Denmark, and which has been
approved beforehand by the DFSA. The
result of the computations show a decrease in the collective impairments of
DKK 1.7m (2016: an increase of DKK
0.9m). At the close of 2017, the total collective impairments amount to DKK
3.2m.
This is the last time that collective impairments have to be calculated. From
2018, the banks will transition to make
impairments according to the IFSR 9
rules. This is described in the chapter
entitled Statutory Disclosures.
Ascertained losses amounted to DKK
21.6m in 2017 compared to DKK 10.8m in
2016. Of these DKK 21.6m, DKK 14.9m
had already been provisioned for in earlier years. We have wished to clean up
as many of the impairment cases as possible, and in a few individual cases have
opted to incur some losses in order to
move on and avoid further waste of resources.
Measured according to the balance
on 31 December 2017, the total accumu-

lated impairments constitute 2.9% of
loans and guarantees compared to
2.3% last year.
The volume of accumulated, but unlost, impairments can be found in Note
12 of the Annual Accounts.
Merkur has no foreclosed properties
on its balance sheet, since the remaining two properties were sold around the
turn of the year 2016-2017. This is a positive development in that it shows that
the real estate market has been
strengthened and it is thereby easier to
sell properties, also in non-performing
cases. See Figure 4.
THE YEAR’S RESULT
The prevailing winds have in many aspects not been in Merkur’s favour in
2017: Extra impairments, negative market value adjustments, as well as extra
costs to implement an organisational
change, which otherwise is a positive initiative from which we expect much
good.
The year’s result after taxes was a
loss of DKK 19m, which we view as very
unsatisfactory.

Impairment ratio (fig. 3)

Losses and impairments (DKK 1,000)
Expressed in terms of percentage of loans and guarantees

2017

2016

2015

2014

2013

2012

2011

36,558

17,007

14,033

22,258

34,207

41,427

36,856

1.5%

0.7%

0.7%

1.3%

1.8%

2.6%

2.3%

Losses and impairments (fig. 4)
(DKK 1,000)
Net individual losses, impairments and provisions
Collective impairments
Income from prior years’ write-offs
Interest on impairments
Total impact on profit and loss account

2017

2016

40,280

17,862

-1,693

927

-246

-739

-1,783

-1,043

36,558

17,007

17

18
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It is suggested that the year’s result be
transferred to next year. The result will
thereby decrease the cooperative
bank’s reserves. See Figure 5
In order to strengthen revenue and
limit costs, a number of initiatives have
been decided, taking effect from Q4
2017, along with additional individual
ones with effect from Q1 2018. The ambition is to strengthen the cooperative
bank’s basic operation with up to DKK
20m annually. The measures are described further in the chapter Expectations and strategies.
PRESENT AND FUTURE CAPITAL
REQUIREMENTS
We have since 2015 been implementing
the new European regulations, which
are one of the EU’s responses to the financial crisis. The regulatory framework,
which comprises several thousands of
pages, is popularly known as Basel III or
CRD IV/CRR. It will only be fully implemented in 2019. We thus still need to
phase in the last parts of the so-called
capital conservation buffer with 0.625 in
each of the years 2018 and 2019.
In addition to this is the so-called
business cycle buffer or countercyclical
buffer, which the Systemic Risk Council
has proposed enforced with 0.5% from
March 2019. The political decision on
this measure is not available at the approval of this year’s annual report.
In the CRD/CCR rules alone deal with
quite a substantial amount of new capital that banks are to accumulate over
the coming years through earnings or
capital subscription is quite significant.
Especially the small banks must acquire
most of the extra capital in the form of
“real money”, as opposed to the large
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banks, which in part have solved this
challenge by adjusting their internal rating models, which the CRD/CRR rules
have not resolved. It appears, however,
that the latest proposal for adjusting the
Basel requirements at least partially
seek to resolve the issue, which all other
things being equal would mean more
equal conditions for competition between large and small banks. These
new rules first have to be adopted by
the EU, however, and a big fight with the
large banks’ lobbyists probably lies
ahead before they can come into force
from the middle and latter part of the
next decade.
In return, another capital requirement
has now materialised, namely the socalled MREL supplement, which is part
of the EU’s so-called restructuring and
winding-up directive for credit institutions. MREL is short for “minimum requirements for eligible liabilities” and
behind this cryptic designation lies a requirement for banks to build up a capital
buffer to be used in a situation in which
the bank has to be wound up or merged
with another bank. The intention with
the requirement is to avoid that both the
state and ordinary creditors (that is, depositors first and foremost) suffer losses
in such a situation.
Merkur’s preliminary MREL supplement has by the DFSA been determined
to 6% of the risk-weighted exposures,
which implies a total MREL supplement
of DKK 119m. This requirement will be
phased in over the course of five years
from 2019 to 2023, however, in a manner that also takes into consideration
that the final part of the capital conservation buffer is also implemented in
2019. See Figure 6 page 19.

The table shows the MREL supplement’s phasing in on the basis of the
preliminary calculation based on the
risk-weighted assets as of 31.12.2017. If
Merkur grows – and we clearly expect
to do so from 2019 and onward – the
MREL supplement measured in Danish
kroner will also grow.
This is a so-called dynamic requirement in that it is calculated with a new
MREL supplement each year. It is calculated with a final MREL supplement with
effect for 2019 on the basis of banks’
2017 accounts.
The MREL supplement can, however,
not exceed 6% of the risk-weighted exposures and not be less than 3.5%, just
as the average for banks whose balance
sheet is less than EURO 3bn must be
constant at 4.7%.
The MREL supplement can be covered by ordinary equity, including share
capital, as well as other know forms of
capital, such as subordinate loan capital.
It is, however, also possible to cover the
MREL supplement with a new special
form of loan capital, expressly for this
purpose, called Tier 3 capital. Tier 3 is
expected to be a cheaper form of capital, but which in return cannot be used to
cover other capital requirements, e.g. the
above-mentioned capital conservation
buffers and the cyclical buffer. If one
makes use of Tier 3 loan capital to cover
the MREL supplement, an expedient maturity structure should be designed, so
that all loans do not need to be renewed
simultaneously, just as the banks can
work on gradually gaining enough equity
so as to reduce the Tier 3 loan capital.
Merkur has presented a capital plan
that runs until 2025, which will enable
us to fulfil the new capital requirements

Profit for the year (fig. 5)
(DKK 1,000)

2017

2016

-18,958

20,228

Share price at year end, relative to 100

176,00

187,38

Return on shares

-6.07%

7.16%

Profit for the year after tax
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Phasing in of the MREL supplement (fig. 6)
Phasing in of the MREL supplement

MREL supplement in terms of % of risk-weighted exposures

MREL supplement in DKK millions

01.01.2019

0.625%

12.5

01.01.2020

1.250%

25.0

01.01.2021

1.250%

25.0

01.01.2022

1.250%

25.0

01.01.2023

1.625%

31.5

6.000%

119.0

I alt

while having moderate growth throughout the period. We expect that the coming years can improve Merkur’s basic
revenue considerably. In conjunction
with impairments again settling at the
level of 0.6-0.8%, we will on this backdrop be able to generate annual profits
that in significant measure will be able to
contribute to strengthening the capital
base. The annual value of new share
subscriptions will depend on to which
degree Merkur chooses to make use of
or can access Tier 3 loan capital on reasonable terms. In a situation in which we
exploit this opportunity with a slow reduction of the loan capital, the annual
subscription of shares should be DKK
10-15m. If we choose not to obtain Tier 3
loan capital, share subscription has to
be at DKK 20-40m annually, with the
high mark in 2021. A combination of the
two extremes is of course also an option
and probably the most likely outcome.
The addition of new share capital of
DKK 18.8m in 2017 and DKK 47.4m in
2016 (DKK 20m of which came from Villum Fonden) show that the possibility to
attract share capital in the necessary
scope is present. When all capital requirements have been fully phased in in
2023, Merkur’s capital requirements are
expected to maximally make up 22%,
compared to an actual capital ratio of
16.3%. The capital plan, in addition to fulfilling legal requirements, is also intended to ensure a reasonable excess
cover of approx. 3%, incl. a full imple-

mentation of the cyclical buffer (2.5%).
RISK REPORT
As part of the Basel Rules, all financial
institutions have to perform “Pillar III reporting” with supplementary risk information. This reporting, known as a risk
report, can be found in Danish at
www.merkur.dk/aarsrapporter
SUPERVISORY DIAMOND
The Danish Financial Supervisory Authority (DFSA) has, in light of the financial crisis, introduced a number of
benchmarks, which can give an indication of whether a bank is beginning to
take too large risks.
The five benchmarks can be configured in a pentagon, thus the designation
“diamond”, and are the following:
1. The sum of large commitments
should not exceed 125% of a bank's
capital base. Large commitments
are defined as commitments that
constitute more than 10% of the
capital base.
2. The ratio between loans measured
in proportion to working capital
(deposits + Tier 1 capital + Tier 2
capital*) should at most be 1:1 (aka.
“funding ratio”).
3. The bank should have excess liquidity coverage of at least 50%
more than the law's requirement.
4. The bank should at the most have
an exposure to the real estate sector of 25% of the loan and guaran-

tee portfolio. It must be underscored that the real estate sector
naturally includes many other elements than the speculators who
have received so much attention in
connection with foreclosing and in
other ways crisis-struck banks.
5. The annual growth rate for loans
should not exceed 20%.
* Bonds with a maturity of 1 year and debt
to the Danish central bank, with a term of
more than one year, may also be included,
but this is presently not relevant for
Merkur.

It must be underscored that exceeding the benchmarks in and of themselves does not entail a breach of legislation – but an infraction will lead to different degrees of heightened attention
and reactions on the part of the DFSA.
At the close of 2017, Merkur meets all
five benchmarks. See Figure 7 and 8.
From 01.01.2018 the measuring point
regarding large commitments will be
changed so that the 20 largest commitments combined should at the most
constitute 175% of the actual core capital. At the close of 2017, Merkur fulfils
the new measuring requirement with a
ratio of 162%.
From 30.06.2018 the measuring point
for excess liquidity coverage will be
changed to follow the so-called LCR (Liquidity Coverage Ratio).
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Supervisory diamond 31.12.2017 (fig. 7)
SUM OF LARGE COMMITMENTS

LIQUIDITY EXCESS

ANNUAL GROWTH IN LOANS

DFSA’S LIMITS
MERKURS 31.12.2017
MERKURS 31.12.2016

FUNDINGRATIO

EXPOSURE TO REAL ESTATE

Supervisory diamond in numbers (fig. 8)
In %

2017

2016

Grænseværdi

Sum of large commitments*

35.5

53.5

Max. 125%

4.6

17.1

Max. 20%

Exposure to real estate sector

12.9

12.0

Max. 25%

Funding ratio (loans in relation to working capital)

51.2

55.1

Max. 100

310.0

262.5

Min. 50%

Growth rate in loans

Excess liquidity coverage

* Of which the exposure to the cooperative bank’s data centre BEC (deposit to secure contractual obligations etc.) 12.1%. The remainder is spread across four exposures.

CAPITAL ADEQUACY ASSESSMENT
(ICAAP)
The so-called ICAAP ratio is a bank’s
own assessment of how much capital is
necessary.
The ICAAP ratio is now a so-called
“soft requirement”, which means if a
bank does not meet the ICAAP ratio, but
still has at least 8% solvency (the socalled Pillar I requirement, which is a
“hard” requirement) will receive a reasonable deadline to restore its capital.
Merkur adheres to all points of the
DFSA’s guidelines for calculating the
ICAAP ratio. A detailed description of
the ICAAP ratio itself and the description
of its components form part of the risk

report (“Pillar 3 reporting”), which can be
found on Merkur's website www.merkur.
dk/aarsrapporter (in Danish only).
Since the ICAAP ratio is an estimate
that reaches forward in time (i.e. into
2018) it includes the phasing-in of the socalled capital conservation buffer with
1.875% as a component that increases
the minimum requirement for solvency to
9.875% from 2018 (9.250% in 2017).
This phasing in is a part of EU regulations and continues every year until
2019, when the capital conservation
buffer will be fully phased in at 1.5%. This
circumstance should therefore be taken
into account when comparing the ICAAP
ratio with the previous year.

We find a capital excess coverage
relative to the ICAAP ratio of 3.3% acceptable. Compared to the ICAAP ratio
as of 30.06.2017, when the excess coverage was 2.5%, an increase in excess
coverage by 0.8 percentage points after
the phasing in of an additional 0.625%
of the capital conservation buffer is a
very positive development. The coming
five years, we will continue to focus on
increasing solvency as a consequence
of the new capital requirements, in accordance with their coming into force.
This will happen through a combination
of own, increased revenue and ongoing
subscription of new capital. See Figure 9
page 21.
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Development in ICAAP ratio and capital ratio (fig. 9
(%)

2017

30.06.2017

2016

11.1

12.2

10.1

ICAAP ratio incl. capital conservation buffer

13.0

13.4

11.4

Capital ratio (actual BIS-ratio)

16.3

15.9

17.5

3.3

2.5

6.1

9.250

9.250

8.625

ICAAP ratio without capital conservation buffer

Capital excess coverage
Minimum requirement at year’s end*

* Incl. capital conservation buffer of 1.250% for 2017. EU rules in 2017 allow authorities to introduce an additional requirement of 1.5%, a so-called countercyclical buffer,
which would bring the minimum capital requirement, incl. the capital conservation buffer to 10.750%. This has not happened. In 2018 the countercyclical buffer will at maximum amount to 2.0%. The Systemic Risk Council has recommended that the countercyclical buffer be set into force from March 2019 with 0.5%. At the time of this annual
report’s approval, no political decision has been made concerning this matter.

SHARE CAPITAL AND SUBORDINATE
CAPITAL
During the 18 years that Merkur’s shares
have offered the prospect of providing a
return, they have generated an increase
in value of 76.0%, which, corresponds to
an average annual value increase of
3.2%. In comparison with many other investments, this is actually a rather good
rate of return, especially when considering the purpose of the shares: a longterm investment. The return for the year
2017 was negative and is one out of
three years in which the returns have
been negative. In other words, fifteen of
the eighteen years have yielded a positive return.
Over the course of 2017, share capital
has grown by DKK 18.8m, or 7.9% (2016:
DKK 47.4m, or 24.8%). 2016 was a record year for subscription of new shares,
also when excluding the DKK 20m investment made by Villum Fonden. On
this backdrop, the subscription of new
shares in 2017 is absolutely satisfactory
and we are very happy for the confidence and support we have received
from new and old shareholders. We see
good opportunities for other investors
with interests in multiple bottom lines to
follow Villum Fonden’s example. The
positive development is also reflected in
the number of shareholders, which has
increased by 619 to 6,686 as of 31 De-

cember 2017. 2016 saw a net increase of
587 new shareholders joining.
In 2017, we got two of the cooperative bank’s loans extended so that
Merkur’s subordinate loan capital to a
large extent is fully secured in capital
terms toward 2020. In January 2018, we
obtained new subordinate loan capital
amounting to EUR 1m (DKK 7.5m), which
all other things being equal, raises the
cooperative bank’s solvency by 0.4 percentage points to 16.7% compared to the
16.3% at the turn of the year.
In total, foreign partners had at the
turn of the year invested approx. DKK
48m in Merkur in the form of share capital and subordinate loan capital. See
Figur 10 and 11 page 22.

CORPORATE GOVERNANCE AND
BOARD EVALUATION
Finance Denmark (the Danish bankers
association), of which Merkur is not a
member, has formulated a number of
recommendations concerning corporate
governance, which members are obligated to address, either in their annual
reports or in some other type of publicly
accessible material. The Danish Bankers
Association's recommendations have
evidently been devised with sharebased financial institutions in mind and
with a shareholder-value approach to issues. Merkur is not under any obligation

by this agreement since we are not a
member of Finance Denmark.
Merkur has chosen to draw up its
own material on corporate governance,
which has been devised in such a way
that it is possible to compare it to the
recommendations issued by Finance
Denmark. At the same time Merkur's material takes into account the fact that we
are a cooperative bank and not governed by a shareholder-value mind-set
but led by the principle of having a societal purpose to fulfil, meaning that all involved stakeholders should benefit from
Merkur's activities. Merkur's report can
be found at www.merkur.dk together
with the annual report (in Danish only).
In the autumn of 2012, all bank
boards underwent a self-evaluation of
their composition and competencies,
and submitted the results to the Danish
Financial Supervisory Authority (DFSA).
The self-evaluation will henceforth be an
annually recurring exercise for boards,
which, however, will not be submitted to
the DFSA but will serve as an instrument
for the board to assess continuously
whether it possesses the right competences. We have thus followed up with
new, annual evaluations in the period
from 2013 to 2017.
Merkur’s board has benefitted from
already previously having conducted a
comprehensive self-evaluation, before
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Annual return on Merkur shares (fig. 10)
10,00%

5,00%
ANNUAL RETURN
ON MERKUR SHARES

-0,00%
1999

2001

2003

2005

2007

2009

2011

2013

2015

2017

-5,00%

-10,00%

Aggregate liable capital (fig. 11)
(DKK 1,000)

2017

2016

Udvikling i %

257,275

238,464

7.9%

Revaluation and other reserves

58,997

78,484

-24.8%

Subordinated loan capital

40,987

41,604

-1.5%

Aggregate liable capital

357,259

358,552

-0.0%

Capital ratio (BIS Ratio)*

16.3%

17.5%

Share capital including share premium

* Formerly designated solvency ratio

evaluations became a legal requirement.
Experiences from this exercise were
thus applicable when carrying out the legally required evaluation. The DFSA has
not had any remarks concerning
Merkur’s board, neither its composition
nor the competencies of its members.
From 2017 statutory requirements
demand that all new board members undergo an educational course. All of
Merkur’s board members, also before
this statutory requirement, have been offered an educational course at the Financial Sectors Educational Centre, so
the new statutory requirement will not
mean any change in the already established practice.
ORGANISATIONAL STRUCTURE AND
EMPLOYEES
In the autumn of 2017, Merkur has implemented a large organisational change
aimed at making the business more cus-

tomer-oriented, efficient and digitalised.
The organisational change is a significant element in ensuring a satisfactory
level of income in a difficult market with
a high level of competition and negative
interest rates.
The organisational change was initiated with a change on the executive
board, where focus on the customers
and business were manifested with the
appointment of Merkur’s credit manager,
Jan Klarbæk, to director with responsibility for the entire operational and customer-oriented part of Merkur. Lars Pehrson’s responsibilities in the new organisation comprise the cooperative bank’s
economy, HR, communications, as well
as risk and compliance.
Responsible for the cooperative
bank’s economy and finances through
many years, Asbjørn Andersen, left the
cooperative bank, according to an
agreement with the board, at this occa-

sion. A new financial manager will
strengthen the cooperative bank’s financial management and control, and
with a new legal position, we will
strengthen our work in compliance,
money laundering, and the new personal information act.
In order to achieve the greatest possible synergy and efficiency, the new organisation has been conceived across
geography and back-office functions
and consolidated into one unit, which
will service account officers in Merkur,
regardless of their physical location. In
this manner a central function will be established to handle the setting up of all
new customers in Merkur. This will create a uniform and fast service that simultaneously ensures that all necessary
customer data is obtained from the first
instance.
The organisational change has also
led to the closure of the Odense branch
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in December 2017. The customers that
come to Merkur show still less demand
for physical branches, and by gathering
our employees at fewer addresses we
can better keep costs at bay. Six employees have left Merkur as a consequence of the closure in Odense and an
additional three have retired. See the
new organisation in Figure 12.

When the new organisation is fully
implemented during the first quarter of
2018, the cooperative bank will number
96 employees, a reduction of six compared to when the employee number
peaked in 2017. See also the chapter
Social accounts, for additional information about employee mix and welfare.
Merkur’s new organisational structure is meant to ensure that we are easily accessible and can provide customer
service of high quality. We have to service significantly more customers in a
cost-effective manner. This is partly a
consequence of the earnings from the
cooperative bank’s large liquid holdings
having dwindled to nothing.
Merkur's employees elect members
to the board. The first were elected in
2007 and most recently in 2015.
This is a significant reinforcement of
the board's work. The present term expires in 2019.

IT
Developments in IT are characterised by
great pressure from legal side, e.g. concerning money laundering, the new ordinance on personal information from May
2018 and new requirements for external
parties concerning customers’ payment
data, so that services can be built “on
top of” the banks’ services – something
that big players, such as Apple, Google
and Facebook are sure to make use of,
and which to some extent will challenge
the banks.
There are also great expectations
from the side of customers concerning
self-service solutions and solutions in
general that enable banks to very rapidly provide answers to customer queries, also outside of normal office hours.
The banks also have a great need for
cost reductions, e.g. to compensate for
negative interest rates – an issue that is
very present for Merkur, considering our
very large liquid holdings.
All this are causing IT costs to increase severely, since not least some of
the legally driven development projects
are extremely expensive, without necessarily leading to much business value.
Streamlining and digitalisation of processes and workflows can conversely
lead to cost reductions over the long

term, but the reductions have a tendency to arrive in a delayed manner.
One should, however, not be mistaken
about the direction – there will probably
be a sort of “ketchup effect” after a few
years, when work on streamlining is as
intense as is the case now.
Denmark is one of the countries that
is furthest along in the digital development of the banking sector. We are on
the one hand aware that a bank such as
Merkur can have a special place in the
possibilities that arise, e.g. in relation to
the personal contact (incl. also digital
customer meetings), which many expect,
and in relation to developing the possibilities that are not found elsewhere. On
the other hand, being on the cutting
edge of the overall digital possibilities in
the banking sector is also an important
competitive factor.
Summons and registration for
Merkur’s general meeting was digitalised in 2017 to make registration easier
for our shareholders and to save both
paper and postage. In 2017, Merkur
launched a new website, which targets
new customers age 17-25 – visit the
homepage www.stoltafminbank.dk (in
Danish only)

Merkur's organisation
(fig. 12)

Board

CEO
Lars Pehrson

Risk Management

Financial Position

HR

Management
Secretariat

Communications

Compliance

Values

money laundering/complaints/personal information

Merkur
Foundation/Projects

Director
Jan Klarbæk

Service and Production
(Service Centre)

Credit

Copenhagen (Business and

Aarhus (Business
and Personal Customers)

Personal Customers)

Customers and Concepts
+ IT and Technology

Aalborg
(Customer reception)

Merkur
Hverdag

Investment and
Pensions
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Expectations and
strategies
Merkur’s strategy has for many years
concerned itself with healthy growth
aimed at strengthening the business of
Merkur in order to ensure a solid and
healthy foundation for creating positive
long-term changes in society.
The recent years, however, have
seen a growth for which, we have to realise, we were not adequately
equipped. Merkur has not always delivered the quality and service to our customers that was our ambition, and we
have demanded great efforts from our
employees. The result for 2017 clearly
shows that in some areas, we have
been operating at too high a speed.
Merkur has seen a large inflow of
new and good customers, just as our
existing customers, especially our business customers, are experiencing good
and healthy growth in the industries
within which they operate, including
ecology, independent schools, as well
as social enterprises. We as a bank are
of course happy on behalf of our customers, but we have paid the price in
form of growth too great for how we
have organised our resources, just as
we have not converted this increased
business volume into revenue. But this
also means that we continue to build on
a large and predominantly healthy customer base, which is experiencing progress and good finances.
We continue to desire for Merkur to
grow larger. Not for the sake of growth
alone but to create more opportunities
for new steps in the direction of a society
in which both people and the environment are at the centre. But in the coming
years, Merkur must work attentively to

align growth, revenue and resources in a
balanced manner, where we are sure
that quality, not least concerning documentation, also follows along.
We have in the autumn of 2017 implemented a large organisational
change in order to strengthen e.g. the
customer-oriented part of Merkur, cf. the
chapter Organisation and employees in
the chapter Finances and organisation.
In this connection we have found it necessary to adjust our action plans in the
customer-oriented area, so as to create
better customer experiences in Merkur.
We would like to create closer bonds
with our customers and will work toward
a situation where our customers place
the highest possible number of banking
activities with us. At the same time, our
ambition is to have one of the lowest
customer attrition rates in the Danish
banking sector. This is to be achieved
through good customer service and relations, as well as clear communication
about how customers through their own
commitments to Merkur help effect the
positive change for which the cooperative bank’s activities are a catalyst.
We enjoy fellowship with our customers based on values but also on
Merkur itself. The owners of the cooperative bank are primarily customers. Our
ambition, therefore, is that at least a
10,000 of our customers should also be
shareholders in 2020, compared to
6,686 in 2017.
Merkur needs to be sustainable –
also financially. We have to stand on
firm ground in order to ensure that we
also in the future can contribute to taking steps in the right direction.

A solid financial foundation also makes
it possible for Merkur to have the courage to see and develop solutions that
suit the nascent future. We will continue
to be among those who can extend
loans to new technologies and new
ideas, as long as they correspond with
our values.
To strengthen revenue, the cooperative bank has implemented a number of
price adjustments taking effect from Q4
in 2017 and Q1 in 2018. A number of
prices were no longer at the level of
competitors and were therefore not
able to cover the costs associated with
providing services, including the rising
IT costs. For example, negative interest
rates have been introduced to business
customers with deposits of more than
DKK 2m. These measures, we estimate,
will improve revenue significantly in
2018.
In carrying out our tasks, Merkur relies on its skilled and committed employees. Merkur’s employees are the
ones who meet the customers and
make decisions in everyday operations.
In this connection we must exploit the
new technological possibilities optimally
so that customer advisers to a greater
degree have time for actually advising
customers, while support functions and
technology will deal with producing
documents etc.
FOCUS FOR 2018
We have had a good influx of shareholders in 2017. An important focus area
for 2018 will therefore be to maintain
the current momentum in the growth in
share capital.
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The growth in loans has to be adjusted
according to our resources and capital
base, and we view zero-growth on the
lending side as satisfactory. This means
that we will strive to replace repaid
loans with new business with existing
and new customers. This perhaps
sounds unambitious, but a considerable
amount of gross lending is necessary
alone to compensate for the ongoing
repayments.
We need to put our efforts into consolidation and at the same time focus
on many of the derived services that we
can offer, hereunder company pensions
for our business customers, mortgage
financing for both personal and business customers, investments in our
unique products within sustainability, insurance, and payment and payment
card solutions.
We want to continue working with financing energy optimisation for our personal customers, e.g. through new partnerships like the ones we have entered
into with energy companies at the end
of 2015.
Digital and technological developments are progressing rapidly, and
Merkur wants to integrate as many of
these developments as possible, so that
we both work efficiently and provide

our customers with access to the new
opportunities.
The past four years we have conducted customer satisfaction analyses,
in which a large part of our customers
have chosen to participate. Customer
satisfaction and loyalty are measured.
Even though Merkur’s customers are
very loyal, and customer satisfaction is
on the same level as in other comparative banks, it is an area to which we are
very attentive – and which believe we
can improve with the new organisational structure and increased customer
focus.
EXPECTED DEVELOPMENT FOR 2018
We expect a profit for 2018 between
DKK 10m and 14m after tax. The estimate is associated with a certain degree of uncertainty based on the following circumstances:
•D
 eposit surplus, incl. price fluctuations
in the excess liquidity placed in bonds
• A
 ny unexpected costs related to the
implementation of the organisational
change
• Developments in loans and the cost of
losses and impairments are hard to estimate. The latter, however, is displaying a more secure trend, but unex-

pected individual cases cannot be
ruled out. We therefore expect an impairment ratio of 0.6-08% for 2018. This
is in our opinion a satisfactory level.
On the legal side, we have like the rest
of the industry transitioned to the new
accounting rules under IFRS 9, which
means that our risk on customers’ loans
is spread across all loans for the whole
duration of the loan’s term. The effect of
this is an increase in the need for impairments. It is important to add there
that impairments do not equal losses,
which is why the short-term effect of
phasing in IFRS 9 will be offset over the
years. Read more about IFRS 9 and its
effect in the chapter on Statuary Disclosures.
The cooperative bank’s capital base
is expected to be strengthened additionally in 2018, so that the capital ratio
and excess solvency cover can increase
as posited in the capital plan. We expect a capital ratio within the interval of
17-18% at the end of 2018. Apart from
earnings, the new capital is expected to
come primarily from the cooperative
bank’s customers in the form of share
capital. We furthermore expect an addition of subordinate loan capital from
partners and investors.
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Merkur and our
customers
LOANS
Merkur’s most important activity is lending: processing customer deposits toward activities in the real economy in
need of loan financing. The majority of
our loans are provided to activities that
we deem are consistent with Merkur’s
societal ideals. We wish to give our customers the opportunity to bundle all
their banking activities with Merkur,
which means that we also provide loans
to our customers’ ordinary needs, e.g.
housing loans. Beyond the fact that we
also provide our personal customers
with the opportunity to lend money to
different kinds of sustainable initiatives,

personal borrowing is of great importance to our business. It contributes to
our volume, earnings and possibility for
risk diversification, all elements that
give us a greater resilience and thereby
the ability to provide loans within our
core areas. The same goes for our mediation of mortgage loans.
In 2017 the growth in loans has been
moderate. Lack of revenue for the year
and increased capital requirements
mean that we must prioritise the increased share capital to cover capital requirements, which all banks have to
phase in toward 2022. Merkur has therefore not been able to exploit its full

growth potential in 2017 and will not do
so either in 2018. Guarantees have fallen
by 1.4% over the course of the year.
In the figure below, we display our
loans and guarantees under six different themes. The intention behind the
change is to compile Merkur’s loans and
guarantees in a number of themes that
illustrate our societal priorities and efforts. Five of the six categories are directly linked to the cooperative bank’s
societal ideals, which are described on
page 2. The sixth category comprises
ordinary loans, credits and guarantees,
first and foremost financing for housing
See Figure 13 and 14.

Loans and guarantees (fig. 13)
Quantity

%

Amount
(DKK 1,000)

%

Pledged
(DKK 1,000)

%

Pledged
2016

Development in %

Education and culture

613

6.8%

357,761

14.6%

441,952

15.7%

412,663

7.1%

People and health

404

4.5%

192,495

7.8%

221,417

7.8%

225,092

-1.6%

Food products

459

5.1%

395,319

16.1%

471,869

16.7%

389,526

21.1%

1,439

16.0%

334,572

13.6%

385,307

13.6%

433,150

-11.0%

200

2.2%

183,529

7.5%

191,311

6.8%

207,216

-7.7%

5,892

65.4%

991,673

40.4%

1,111,491

39.4%

1,061,765

4.7%

9,007

100.0%

2,455,349

100.0%

2,823,347

100.0%

2,729,412

3.4%

Energy and environment

Communities

Ordinary loans, credits and guarantees

I alt

The distribution of loans and guarantees according to purpose as of 31 December 2017. The “pledged” category contains awarded but unused drawing rights to overdraft
facilities. The numbers are statistical data. The statistical figures do not take amortised cost price and impairments on commitments into account, which is why totals to a
lesser degree deviate from the annual accounts information on loans and guarantees.
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Pledged loans and guarantees (DKK 1,000) (fig. 14)
LOANS AND GUARANTEES SCREENED IN ACCORDANCE WITH
MERKUR’S SOCIETAL IDEALS CONSTITUTE 60,6%

Communities

6.8%
Ordinary loans,
credits and
guarantees

People and
health

7.8%

39.4%

Energy and
environment

Food products

16.7%

13.6%
Education
and culture

15.7%

27

28

ANNUAL REPORT 2017

MERKUR COOPERATIVE BANK

Education and Culture
This category comprises: Loans to educational institutions for children and
adults, as well as personal student loans
for financing individual education programmes. Education is understood
broadly with an emphasis on personal
formation, which is why we e.g. also include loans to day care, nurseries and
adult education colleges.
Financing of culture. Here the emphasis is on financing that allows people the opportunity to practice their creative abilities or stimulate people’s creativity. We believe that people develop
through free expression and creative

stimulation. Therefore, we see a connection between education and culture.
When we evaluate potential projects,
we emphasise that formation occur with
respect to the individual person’s freedom, since it is essential for us that
each individual person receive the best
conditions to develop his or her abilities. This is the foundation for society’s
continued development.
The mentioned loan areas thus relate primarily to Merkur’s societal ideals
concerning cultural, research, health
and educational sectors with the greatest degree of freedom possible when it

comes to the content of services provided, and which are set free from business and political special interests. This
applies regardless of whether individual
institutions are operated by the public
or private, or are self-governing institutions.
In 2017, the financing of schools has
grown by 12.5%, or DKK 31m. Also, adult
education shows an increase, namely
14.0% or DKK 6m. Additional categories
show small decreases compared to
2016.

Schools: 277,545
Day-care: 63,497
Culture: 56,171
Adult education: 42,663
Student loans: 2,076
Other: 0

Number
of loans

Pledged 2017
(DKK 1,000)

Pledged 2016
(DKK 1,000)

Development
in %

Schools

205

277,545

246,648

12.5%

Day-care

136

63,497

65,062

-2.4%

Adult education

43

42,663

37,439

14.0%

Student loans

27

2,076

4,060

-48.9%

201

56,171

59,379

-5.4%

1

-

75

-100.0%

Education and Culture

Culture
Other
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EXAMPLE OF CUSTOMER PROFILE

Brenderup Højskole

- is located on northern Funen and focuses on international meetings of cultures. The school has students from all over the world and travels are undertaken – both as study trips and on the traveling track.
The school works with international meetings of culture both through debate, art and music. In addition
to its international and creative focus, Brenderup Højskole also offers courses in outdoor living and sustainable construction, where students have built a so-called off-grid house, which is self-reliant in terms
of water, heating and electricity. The school is based on Grundtvig’s thinking on how people through
contact, conversation and education can become more knowledgeable about life, and the personal encounter between students and staff is seen as foundational. The goal is to combine individuality, community and subject knowledge so that formation and education become prerequisites for one another.
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People and health
This category comprises: Loans to social institutions for citizens with special
needs, e.g. residences and drop-in centres that offer a setting for dignified
treatment of weak groups in society
who temporarily or permanently are in
need of special consideration.
Loans to social enterprises that work
based on mission statements benefiting
the common good, e.g. by providing citizens with special needs the opportunity
to work and thereby contribute to society on their own terms.
Loans to Fair Trade. In all exchanges
of goods and services, it is desirable
that each party involved – be it produc-

ers, processing, idea development, middlemen, consumers etc. – are paid in a
reasonable manner in relation to effort,
risk and costs. This is not always the reality and why we finance initiatives that
seek to ensure the weaker parties in
trade, especially producers in developing countries.
The mentioned loan areas relate primarily to Merkur’s societal values concerning a rules-based, democratic state,
in which equality among citizens is the
foundational principle, and which defines the framework for business and
the individual’s right to freedom. The
rule of law must ensure e.g. decent

working conditions and dignified conditions for society’s weakest citizens so
that everyone has the possibility to contribute to the whole based on their own
terms. Equitable contractual relationships may also be established through
the initiative in business and civil society
without legislative imposition. Social enterprises and Fair Trade are examples of
this. In these instances, Merkur’s societal
ideal concerning meeting the needs of
business is, of course, also relevant.
Loans to health and self-improvement comprises serious alternative
practitioners and consultation related to
health, nutrition, psychology etc.

Social institutions: 188,346
Health and self-improvement: 23,564
Social enterprises: 5,231
Fair Trade: 3,688
Care services: 588
Other: 0

Number
of loans

Pledged 2017
(DKK 1,000)

Pledged 2016
(DKK 1,000)

Development
in %

255

188,346

195,415

-3.6%

3

588

30

1.860%

Health and self-improvement

112

23,564

19,522

20.7%

Social enterprises

25

5,231

5,783

-9.5%

Fair trade

9

3,688

4,342

-15.1%

Andet

0

-

-

People and health
Social institutions
Care services
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Loans to care services, which comprise
private nursing homes, senior housing
and hospices, are loan areas where we
see future potential. We wish to support
diversity in the healthcare sector and
care services because we believe that
part of an individual person’s freedom is
to choose to which treatment he or she
will submit him- or herself.
The two latter loan areas thus relate
primarily to Merkur’s societal ideal con-

cerning cultural, research, health and
educational sectors with the greatest
degree of freedom possible when it
comes to the content of services provided, and which are set free from business and political special interests. But
also ownership terms concerning e.g.
care services play an important role, in
that we essentially think that these
ought to be self-governing institutions
and not private companies.

Concerning the largest category Social Institutions, loans have fallen
slightly with 3-6%, or DKK 7m, compared to the previous year. Health and
self-improvement have increased by
20.7%, or DKK 4m.

PHOTO: MIKLOS SZABO

EXAMPLE OF CUSTOMER PROFILE

Askov Fund

- is an NGO that develops solutions to society’s acute social problems. The aim is to build relationships
with citizens at risk in Denmark so that they obtain the strength and courage to take responsibility for
their own lives and the society of which they are a part. In cooperation with the Askov Fund, citizens go
from being a liability to becoming an asset in and for society. The fund’s six branches offer help and support to more than 2,000 people every year. During the past 70 years, the Askov Fund has e.g. been responsible for establishing the first mothers’ groups in Denmark (1943), social psychiatry (1975), 24-7
treatment services for people with eating disorders (1983), SSP partnership: School, Social Services and
Police (1984), Dialogue against Violence (2001). In 2013, the Askov Fund established CPH+, in which connections are built between young people and the education and labour markets.
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Food products
This category comprises: Organic and
biodynamic farming. Organic and biodynamic farming take the environment
into account while ensuring high quality,
both nutrition-wise and gastronomically.
Denmark is an old agricultural nation
but also a nation with unique groundwater resources. The future of Danish agriculture does not lie in an attempt to
compete against foreign producers in
mass production but in the production
of quality food. In this connection, it is
very important to keep Danish agriculture free of GMOs.
Sustainable fishing. High-tech fishing
methods may be especially damaging to
the sea’s environment. Seabed structures
are destroyed when large trawls and bycatches, with fish too small or unwanted
ones, are often the consequence. Merkur

seeks to promote more careful fishing
that also ensures high eating quality and
contributes to the conservation of local
fishery cultures. This loan area has grown
by DKK 15m in 2017, which primarily is
due to the financing of a new cutter with
its concomitant quota for Thorupstrand
Kystfiskerlaug (Coastal Fishermen’s Association).
Processing of and trade with sustainable food products. Organic restaurants
and cafés. Merkur wishes to support a
sustainable food product sector, which
produces products that are healthy for
people and do not unnecessarily damage nature and the environment. This
loan area has, as a consequence of overall growth in its sales of organic food
products, grown by 10.4%, or DKK 14m.
The loan areas in this category thus

primarily pertain to Merkur’s societal
ideal about a business community in
which products and services reflect the
real needs of society and consumers,
and which respects people and the environment. In this way, physical resources
are husbanded in a way that ensures
their availability to future generations.
Loans and guarantees to organic and
biodynamic farming in 2017 have risen by
24%, or DKK 58m. The positive development for Danish organic farming has continued in 2017, and Merkur has, for instance, participated in the repurposing of
a number of farms. In Merkur, we are
pleased that we can contribute to the financing of converting to or expansion of
organic production.
Organic or biodynamic farming, in
contrast to conventional farming, repre-

Organic farming: 276,042
Processing and trade: 140,675
Biodynamic farming: 23,757
Sustainable fishing: 23,133
Other: 4,595
Restaurants and cafés: 3,667

Food products

Number
of loans

Pledged 2017
(DKK 1,000)

Pledged 2016
(DKK 1,000)

Development
in %

Biodynamic farming

29

23,757

20,668

14.9%

266

276,042

221,448

24.7%

11

23,133

8,126

184.7%

Processing and trade

117

140,675

127,369

10.4%

Restaurants and cafés

20

3,667

5,015

-26.9%

Other

16

4,595

6,900

-33.4%

Organic farming
Sustainable fishing
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sents a sustainable business model
where prices are good and farms are
generally operated with good results
The non-sustainable business model
is conventional farming’s fundamental
problem – and not the supposedly unreasonable environmental requirements
in comparison with other countries. It is
therefore regrettable that the political
level does not address the business
model, all the more so because organic
farming has proven a success that should
be further built upon. At the same time,

serious environmental problems and pollution of aquifers could be avoided.
Organic farms, in the same way as
conventional ones, face large challenges
in connection with generational handovers. This may come to pose a serious
obstacle and an important reason to
work on and further develop alternative
ownership and business models. It is
therefore encouraging that a number of
initiatives have been introduced, incl. a
local land fund on Samsø and Denmark’s
Agricultural Fund has on the initiative of

the Danish Society for Nature Conservation and Organic Denmark sold DKK 20m
in shares during 2017. The nation-wide
agricultural fond expects to buy its first
properties in 2018.
The organic cause is not only national
but global in character. This is why
Merkur has developed the option for financing ecology in developing countries
through world trade credits and in cooperation with Merkur Development Loans
Ltd. See the comments later in the report.

PHOTO: LASSE HYLDAGER

EXAMPLE OF CUSTOMER PROFILE

Thomas Bertram

- is a young farmer aged 27, who has started an organic production of piglets in northern Jutland. He
took over his farm in Jerslev at the beginning of 2017 and has since started a production with 110 sows
and their piglets. To optimise the production and to create better working conditions for himself,
Thomas Bertrand designed his own farrowing cabins with room for four sows and their piglets in each.
Here he can feed, strew hay or sawdust and water all four pigsties from the same opening in the hut, and
which have high ceilings. This makes work easier and more efficient for the farer, who until now is tending to all the pigs on his own.
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Energy and the environment
This category comprises: Sustainable
Buildings. Environmentally friendly
transportation. Renewable energy production. Sustainable textiles. Other environmentally friendly production companies. Trade with sustainable products.
All the products we surround ourselves with and the energy we consume
should impact the environment as little
as possible, including the climate. At the
same time products need to be healthy
for us as people – e.g. the clothes we
wear or the houses in which we live.
Loan areas in this category thus primarily relate to Merkur’s societal ideal
concerning a business sector whose
products and services reflect society’s

and consumers’ real needs, and respects people and the environment. In
this way, physical resources are husbanded so that they also are available
to future generations.
Solar energy is becoming still
cheaper even in a country such as Denmark, which is not immediately associated with sunshine. In many places in
the world, power from solar energy can
now be produced without subsidies.
Stable framework conditions are lacking, however, also in Denmark, so that
the expansion of solar power can take
place continuously in step with society
becoming increasingly powered by
electricity.

Wind energy – except for home wind
turbines – has become so capital intensive that it is not possible for a bank
such as Merkur to participate on a large
scale.
This loan area overall has decreased
in 2017, which is primarily due to photovoltaic installations that have been financed and constructed in 2016, and
which now according to plan have been
sold to their final owners. Energy production and distribution therefore show
a decrease of 24.4%, or DKK 57m. Also
sustainable buildings have decreased
by 6%, or DKK 9m as a consequence of
ordinary reductions.

Energy production and distribution: 177.750
Sustainable Buildings: 136.208
Other environmentally friendly production companies: 37.654
Environmentally friendly transportation: 14.349
Sustainable produced textiles: 8.093
Trade with sustainable products: 6.253
Other: 5.000

Number
of loans

Pledged 2017
(DKK 1,000)

Pledged 2016
(DKK 1,000)

Development
in %

32

8.093

8.339

-2,9%

Energy production and distribution

964

177.750

235.209

-24,4%

Environmentally friendly transportation

106

14.349

10.670

34,5%

Sustainable Buildings

225

136.208

144.942

-6,0%

Trade with sustainable products

20

6.253

3.533

77,0%

Other environmentally friendly production companies

91

37.654

30.457

23,6%

1

5.000

-

Energy and the environment
Sustainable produced textiles

Other

MERKUR COOPERATIVE BANK

ANNUAL REPORT 2017

PHOTO: ZENZ

EXAMPLE OF CUSTOMER PROFILE

Zenz – Organic Hairdressing

- is Denmark’s leading green hairdressing chain with seven salons and 60 employees. Founder of the
hairdressing chain, Anne-Sophie Villumsen, has over many years worked on reducing the health damaging and allergenic products in the hairdressing industry. In 2010, Zenz developed the swan-labelled,
professional hair product series Zenz Organic Products. The series consists of different shampoos, conditioners, treatments, styling, oils, and skin care products, and also contains natural ingredients such as
organic cold-pressed avocado oil and aloe vera. The series also comprises a Pure line for persons with allergies or sensitive skin. In addition to exclusive hair products, the Zenz chain also sells its own natural
mineral makeup series and hair dyes. Zenz products are today sold in 16 countries.
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Communities
THIS CATEGORY COMPRISES: Coops
and trust-owned companies. NGOs.
Consumption communities. Residential
communities, incl. ecological settlements and village communities, cooperative housing etc.
Many people wish to participate in
the development of new ownership
forms that in different ways explore
other approaches than classic ownership through individuals or companies.
Merkur wishes to support initiatives in
which ownership of important resources
or companies make room for the common good and collective purposes.

Such communities can also arise in connection with housing. Clear conditions
for communities must be defined in the
form of bylaws and the like.
Broad communities based on a
cause or a purpose in the form of NGOs
also make up part of the category.
The mentioned loan areas primarily
relate to Merkur’s societal ideal for a
constitutional democratic state, in which
equality between citizens is the foundational principle, and which defines the
framework for the business sector and
the individual’s right to freedom. In this
instance, however, the constitutional

state only defines the overall framework
while participants themselves must define the purpose and detailed rules that
are to apply to the community in question. We see a growing interest in living
and establishing different types of housing communities.
Loans to housing communities have
fallen by 13.6%, or DKK 21m, while cooperative housing and foundation-owned
housing have increased by 23.3%, or
DKK 6m. Loans to NGOs have fallen by
12.9%, or DKK 3m.

Residential communities: 132,809
Coops and trust-owned companies: 33,190
NGO’s: 17,008
Other: 6,314
Consumption communities: 1,990

Number
of loans

Pledged 2017
(DKK 1,000)

Pledged 2016
(DKK 1,000)

Development
in %

132

132,809

153,647

-13.6%

5

1,990

2,026

-1.8%

NGO’s

34

17,008

19,538

-12.9%

Coops and trust-owned companies

18

33,190

26,924

23.3%

Other

11

6,314

5,081

24.3%

Communities
Residential communities
Consumption communities
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PHOTO: AMNESTY INTERNATIONAL

EXAMPLE OF CUSTOMER PROFILE

Amnesty International Danmark

- is an NGO that works to support human rights. Amnesty has national branches in more than 80 countries and is thereby an organisation with worldwide membership. Their work includes efforts to stop executions, get innocents out of prison, stop torture and pressure governments to improve their laws and
attitudes so that they abide by human rights. Through investigative research, human rights infractions
are documented all over the globe. They furthermore organise public auctions and campaigns to mobilise their members and put pressure on governments, companies and institutions. Amnesty also has a
doctors group that documents torture and works against the death penalty.
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Ordinary loans, credits and guarantees
This category comprises: Loans to personal customers. The prevailing loans in
this category are loans to personal customers, of which Housing finance
makes up the largest part. Housing finance occurs partially in the form of
loans to cooperative housing and
owner-occupied homes but also in the
form of guarantees in transfer of ownership and obtaining mortgage loans.
Merkur’s business model includes
the providing of ‘neutral loans’, that is,
loans that neither contribute positively
nor negatively to societal development,
but which satisfy our customers’ common needs. These loans contribute indirectly to Merkur’s overall purpose by

e.g. adding risk diversification and
thereby a certain resilience. We also
wish to give our individual customers
opportunities to make sustainable
choices when it comes to banking products. This strengthens our opportunities
to impact society.
The category furthermore includes
operational financing for self-employed
businesspeople who are customers
wholly engaged with Merkur. These
small one-man companies are not
screened according to Merkur’s societal
ideals and do not appear in the webbased index: www.minepengegørgavn.
dk (Putting my money to good use). We
view the financing of these companies

on the same level as personal loans
since the starting point is the personal
customer relationship and the fact that
the company is merely a means that ensures an income for the household.
Typical for these businesses are activities that could be performed by wage
earners, but where the individual in
question has decided to be self-employed.
Finally, the category contains Technical partners, who are not customers as
such, but alone refers to guarantees
etc. that we make available to our partners.
Loans and guarantee deposits in
connection with housing have risen in

Owner-occupied homes: 464,873
Cooperative housing: 457,003
Private loans and credits, other: 130,283
Technical partners: 26,349
One-man companies: 23,017
Allotment: 9,966

Ordinary loans, credits and guarantees
Cooperative housing
Owner-occupied homes
Allotment
Private loans and credits, other
One-man companies
Technical partners

Number
of loans

Pledged 2017
(DKK 1,000)

Pledged 2016
(DKK 1,000)

Development
in %

897

457,003

396,624

15.2%

1,761

464,873

491,698

-5.5%

26

9,966

7,940

25.5%

3,114

130,283

123,363

5.6%

85

23,017

23,223

-0.9%

9

26,349

18,917

39.3%
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2017. There is great activity in the housing market and the low interest rate
level has at the same time prompted
some refinancing activity. In the cooperative housing area, growth has been
60m, or 15%. Owner-occupied homes
have fallen slightly by 5.5%, or DKK
27m. For owner-occupied homes, guar-

PHOTO: MARIA EKLIND, FLICKR.COM (CC BY-SA 2.0)

antees, which for the major part are
temporary, comprise DKK 280m at the
close of 2017 (2016: DKK 310m) and actual loans comprise DKK 185m. Growth
in actual loans has been DKK 3m and
the overall decrease for owner-occupied homes is thereby due to the guarantees.

Seen as a whole, personal customers continue to deliver a large deposit
surplus, which can be utilised for loans
to businesses and institutions. Personal
customers deliver – as can be seen
later in the chapter – 62% of overall deposits.
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INTERMEDIATION OF
MORTGAGE LOANS
TOTALKREDIT LTD
Merkur cooperates with Totalkredit Ltd
on mortgage loans for personal customers. The conceptual idea of Totalkredit
Ltd is decentralisation, and all case attendance, issuing of documents etc. is
done in Merkur. Merkur has built a loan
portfolio with Totalkredit Ltd of DKK
2,027m, distributed across 1,846 loans
(2016: DKK 1,796m across 1,675 loans).
This therefore represents a satisfactory
growth for 2017, with many customers
choosing to switch to Totalkredit Ltd
through Merkur when converting their
loans or purchasing a house.
Merkur collects a portfolio commission, which is set off against potential
losses that Totalkredit Ltd might incur
on account of a property's mortgage
that exceeds 60% of a property's value
at the time of the mortgage issue.
Losses of DKK 564,000 have been offset in 2017 (2015: DKK 279,000).
DLR Kredit Ltd and LR Realkredit Ltd
Merkur enjoys a fine partnership with
the mortgage bank DLR Kredit Ltd,
which is owned by local and regional
banks, including Merkur. By the end of
2017, Merkur has facilitated a loan portfolio of mortgage loans to organic farms
in the amount of DKK 548m (2016: DKK
442m). This development reflects the
growth with the additions from organic
and biodynamic farms to Merkur. DLR
Kredit Ltd also provides loans to rental
estates, private cooperative housing,
commercial estates, with a mix of offices

MERKUR COOPERATIVE BANK

and stores, and industrial and craftsmen's estates. For these property categories, Merkur accounts for a loan portfolio of DKK 185m (2016: DKK 171m). DLR
Kredit Ltd contributes to Merkur's income through both agency commission,
portfolio commission and a share of
DLR Kredit Ltd’s profit.
Merkur partners with the mortgage
bank LR Realkredit Ltd, which has specialised in loans for e.g. schools and institutions, which is another of Merkur's
core business areas. At the end of 2017,
the loan portfolio for social institutions
through LR Realkredit Ltd, consisting of
DKK 316m, was distributed across 58
borrowers (2016: DKK 255m distributed
across 52 borrowers). See Figure 15.
LOANS AND GUIDANCE FOR ENERGY
RENOVATION
In 2015, Merkur entered into partnerships with two Funen-based energy
companies, Nature Energy and Energi
Fyn. Merkur will provide loans to the
two energy companies’ personal customers in order to finance energy solutions, such as natural gas installations
and heat pumps. The loan repayment
will be paid through energy bills, which
simplifies matters for customers. We expect much of these new partnerships.
At the close of the year, a total of
798 loans, comprising DKK 15.7m, had
been established compared to DKK
19.1m the previous year. The rate in issuing of new loans has therefore not been
able to keep pace with the reduction of
existing loans.
In addition, Merkur partners with

other actors in order to support the best
possible energy solutions for both personal and business customers.
DEPOSITS
Merkur's ability to fund projects depends, among other things, on our customers making deposited funds available. Deposits are widely dispersed, not
least among personal customers. Personal customers account for 62% of deposits, which is almost unchanged compared to 2016, when the proportion was
63%. The decrease is relative and is
due to increased deposits from business enterprises. The remaining 38% is
distributed among schools, institutions,
schools and companies.
As part of our efforts to be as transparent as possible, we disclose and introduce all the companies and institutions to whom Merkur lends money at
www.minepengegørgavn.dk (in Danish
only). Here you can see companies categorised according to e.g. business
area and geography, and each company has a brief introduction, including
contact information. Merkur is the only
Danish bank that does this.
Merkur has always wanted to base
our loans on our own customers' deposits. We do not want to be financed by
capital markets, and neither do we want
to rely on attracting depositors, through
special promotions, who are not otherwise interested in the way we do banking.
This strategy has provided stability,
not least during the turbulent times of
the financial crisis.

Merkur’s mortgage portfolio (fig. 15)
(DKK millions)

2017

2016

Development in %

Totalkredit Ltd

2,027

1,796

12.9

DLR Kredit Ltd

733

613

19.6

LR Kredit Ltd

316

255

23.9

3,076

2,664

15.5

Total

ANNUAL REPORT 2017

MERKUR COOPERATIVE BANK

Deposits 2017 (fig. 16)

PERSONAL CUSTOMERS: 62%
SCHOOLS AND INSTITUTIONS: 9%
ASSOCIATIONS AND NGOS: 11%
BUSINESS ENTERPRISES AND AGRICULTURE: 18%

Out of Merkur’s total deposits of DKK
3,066m, 75% are covered by the Danish
Deposit Guarantee Fund. The remaining
25%, amounting to DKK 767m, exceeds
the insurance coverage limit of approx.
DKK 750,000 per customer. Merkur’s
deposit surplus is sufficiently large that,
if need be, we can pay this portion without delay. See Figure 16.
AID ACCOUNTS
Customers in Merkur have the option of
placing their savings in aid accounts
and thereby saving while at the same
time supporting an organisation. We
have aid accounts linked to seven organisations. New aid accounts for the
Danish Society for Nature Conservation,
however, can no longer be opened. This
is due to a desire for a simpler selection
range with fewer products.
With the respective organisations,
we emphasise the importance of themselves primarily marketing their specific
aid accounts to their own members and
contributors.
We have had aid accounts for 22
years, and during this period we have
paid out a total of almost DKK 9m in aid
contributions.
Aid account partners are:

•W
 WF, World Wide Fund for Nature –
a well-known international organisation working world wide for environmental and conservational issues.
•S
 ave the Children – one of Denmark’s
largest and best-known humanitarian
organisations, focuses on children’s
conditions in developing countries and
in Denmark.
•S
 ustainableEnergy – a grassroots organisation for renewable energy, which
has worked many years on promoting
the utilisation of renewable energy.
•A
 ction Aid Denmark – A large aid organisation with activities in multiple
countries. Action Aid Denmark works
side by side with the people who are
the most at risk and equips them to
fight for the changes they need.

•A
 mnesty International – With over 3m
members worldwide, Amnesty is one of
the world’s largest networks of human
rights advocates. Amnesty is independent of states, governments and commercial or religious interests.
•T
 he Danish Society for Nature
Conservation – one of Denmark’s
largest green organisations, which
works to transform Denmark into a
sustainable society with beautiful and
varied nature and a clean and healthy
environment.
The unusually low interest rate levels
have meant that Merkur has had to adjust the way it calculates aid contributions. All organisations have now transitioned to the new calculation model,
which is the reason for the decreased
aid amount compared to 2016. See Figure 17 page 42.

•F
 orests of the World – since 1983,
Forests of the World has worked for
the conservation and sustainable exploitation of the world's forests, and
this work is largely being sustained by
volunteer efforts. Forests of the World
is engaged in promoting increased
use of FSC-certified wood.

OPERATION DAGSVÆRK (A NATIONAL FUNDRAISING EVENT BY
DANISH HIGH SCHOOL STUDENTS)
The Dagsværk (lit. A day’s work) account is a special type of aid account
that Merkur launched in cooperation
with Operation Dagsværk in 2006. In
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Result for aid accounts 2017 (fig. 17)
(DKK 1,000)

Aid contributions 2017

Aid contributions 2016

Dev in %

No. of
accounts 2017

WWF

142

178

-20.2%

819

2,992

Save the Children

123

164

-25.0%

892

2,066

SustainableEnergy

202

244

-17.2%

1,109

1,468

Action Aid Denmark

55

61

-9.8%

315

615

Forests of the World

84

114

-26.3%

657

869

Amnesty International

75

83

-9.6%

638

334

The Danish Society for Nature Conservation

22

33

-33.3%

156

112

0

21

-100.0%

0

526

703

898

-21.7%

4,586

8,982

Terminated accounts
Total

contrast to the other aid accounts, this
one is a current account for young people up to the age of 29, which can be
associated with a Dankort (Visa/Dankort
from the customer’s 18th birthday) or
MasterCard Debit. Merkur supports Operation Dagsværk with DKK 100 per active account per year.
The number of Dagsværk accwounts
came to 1,156, largely unchanged in
comparison to last year. This resulted in
DKK 115,600 in support for Operation
Dagsværk.
CO2-SAVINGS ACCOUNT
Merkur’s CO2-savings account provides
benefits in several ways: societal benefits are provided through Merkur’s loans,
which in a wide range of instances are
far more climate-friendly than is otherwise usual; organic farming or eco-building are some examples of this.
Merkur furthermore grants support
calculated as a ratio of the total deposits in the CO2 aid accounts. In 2016 this
was DKK 30,000 per year per started increment of DKK 25m deposited into the
account type (Until 1 October 2017 it
was DKK 60,000). 2017 ended with deposits amounting to DKK 244m (2016:

DKK 245m) in total, and the total aid
amount was thus DKK 563,000 (2016:
DKK 600,000). Since the introduction of
this account type, an amount of DKK 6m
has been generated in aid.
Once again the CO2 funds have
been able to contribute to important improvements in life quality for people
with limited access to energy. Donations
have been made to six projects in five
different countries, beginning with a
small donation of DKK 10,000 and continuing to this year’s largest of DKK
141,000. Projects always have multiple,
simultaneous effects, and the societal
return from the donations is large. This
can be in the shape of completely unexpected things: In Kenya there is often
strong prejudice against disabled persons. Our donation of DKK 10,000 went
toward a solar heating installation for an
orphanage for mentally disabled children. The area is cool, but with warm
water coming out of the faucet, it is now
easy for the children to wash themselves. The school prepares children to
return to their villages and families. But
one of the prejudices that the children
encounter is that they are impure. It is
therefore important that the children

Total aid contributions, 1996-2017

learn how to keep themselves neat and
clean.
The following are examples of projects supported by Merkur:
• Institutional

stoves for 11 schools in
Uganda
• Solar power system for a children’s
home in India
• The purchase of 700 solar cell lamps,
Mozambique. The project aims at educating women in very poor and exposed areas in Mozambique to become small business owners. The first
700 lamps are part of a type of startup capital, in that the women buy
them at half the normal purchasing
price, and then sell them at the normal
price, providing them with a profit that
enables them to buy more lamps for
their businesses.
See more projects at www.merkur.dk (in
Danish only).
SUSTAINABLE TRADE ACCOUNT
The Sustainable Trade Account was established in 2005 and is a unique opportunity for account holders to support
a number of sustainable producers in
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Action Aid Denmark works side by side with the people who are the most at risk and
equips them to fight for the changes they need. Merkur has a partnership with
Action Aid Denmark about an aid account.

developing countries with financing
their exports.
The Sustainable Trade Account is a
deposit account that is restricted for a
period and carries part of the risk of the
associated loan activities. This risk has
only been realised once since the establishment of the account in 2005.
It makes good sense for Merkur to
concern itself with providing credit in
developing countries. The local banking
services are often completely insufficient and too expensive or difficult to
access. The credits we extend allow
small businesses to grow and hire more
employees. In some cases, this means
that the credit from Merkur is the first
step for credit approval in a local bank,
which of course is preferable. Merkur
does not wish to compete with local
banks that offer fair terms.
We needed deposits to grow so that
we could satisfy more credit needs, and
we succeeded. The number of accounts
is largely unchanged: 119 as of 31 December 2017 (2016: 112 accounts), but
the number hides the fact that several
old accounts were closed and more
were opened. Deposits rose by one million kroner to DKK 3.9 (2016: 2.9m). At

FOTO: JAKOB DALL

the turn of the year, DKK 1.3m had been
lent, but all available depository means
had already been granted to credit customers.
We would therefore like to continue
to increase deposited amounts in the
Sustainable Trade Accounts because
we then can loan money to more borrowers, which can further contribute to
spreading the loans – and the risk.
The Sustainable Trade Accounts provide the basis for e.g. the following
credits:
•C
 afedirecto. Danish Kjeld Nielsen and
the Nicaraguan cooperative, El Coyolar, have worked together on Project
Church Coffee for 10 years, which
guarantees coffee farmers a good additional premium when selling their
coffee. In 2017, Project Church Coffee
received a “little brother”, Cafedirecto.
As the name implies, the idea is that
the coffee owners themselves are responsible for cleaning, roasting and
shipping the coffee, and thereby are
able to sell directly to Danish consumers. This is an attempt to shorten the
value chain and increase value creation in Nicaragua.

• Ingemann Food Nicaragua S.A. produces both cocoa and organic honey,
which primarily is exported to Europe.
The majority of Ingemann’s honey is
bought from small producers, and this
is the part that is financed with the
Sustainable Trade credit. Climate
changes especially harm the very important coffee production in Nicaragua, and many coffee farmers have to
find new sources of income. Ingemann
has during the course of the year
worked on designing an IT instrument
that can assist coffee farmers that
have to give up their occupation in
finding the most suitable alternative
professions. If honey is part of that answer, Ingemann assists with training
and sales. Climate changes, however,
mean that areas at low elevation are
gradually becoming too unstable to
produce honey and that new producers must be found in the mountains.
With the various aid account types,
Merkur has thus generated substantial
support amounting to just about DKK
1.4m to various initiatives in 2017,
through the opportunities we make
available to customers. See figure 18.

Effect from accounts with aid components (fig. 18)
(DKK 1,000)

2017

2016

Development in %

Aid accounts

703

898

-21.7

Operation Dagsværk

116

115

0.9

CO2 savings account

563

600

-6.2

1,382

1,613

-14.3

Total
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International
Partnerships

GLOBAL ALLIANCE FOR BANKING ON
VALUES
Since the Merkur’s creation in the beginning of the 1980s, we have been part
of informal and, later on, more formal
networks of society-oriented banks and
financial companies.
In 2009 Merkur co-founded the
worldwide network Global Alliance for
Banking on Values (GABV). GABV is a
global network of banks specifically oriented toward banks with a value-based
and society-oriented business profile.
The network is still growing and currently has 46 banks from six continents
as members, with more than 41m customers and combining a total of more
than 127bn US Dollars on their balance
sheets.
By acting in unison, the aim is to
demonstrate a strong alternative to the
business models that led to the financial
crisis, as well as show how banks can
contribute to the solution of some of the
great challenges faced by global society, e.g. climate change. Between the
banks as well, there is much to learn
from one another since their business
areas span widely: from micro-finance
banks in Asia and Latin America to environmental technology in California, and
all-round socially and environmentally
oriented banks in Europe.
In addition to holding meetings at
the global level once a year, in 2017 in
Kathmandu Nepal, GABV also organises
regional meetings, e.g. for the European

members, whom Merkur both historically and in relation to our business
model feel somewhat closer to, since
we work under roughly comparable
conditions. In 2017 such a European
meeting was held in Barcelona, which
provided the opportunity to discuss how
to report on the impact that banks make
in society.
GABV has taken the initiative to establish a special investment company
that is to invest in sustainable banking.
The investment company SFRE (Sustainable Finance – Real Economies) is
the first of its kind.
Another joint project is the development of a standardised scorecard,
which among other things provides a
picture of a given bank’s connection to
the real economy and the bank’s lending seen from a triple-bottom-line perspective, thereby measuring the impact
on its surrounding society.
Excerpts from banks’ scorecards are
expected to be made public during
March 2018 on GABV’s website: www.
gabv.org
Furthermore, an international team
of employees from GABV banks – incl.
project leader Jesper Kromann of
Merkur – successfully completed an educational programme called Leadership
Academy. Finally, select employees
from Merkur participate in special professional networks within e.g. HR and
Communications – these networks
mainly communicate at phone confer-

ences. It holds great significance for us
that our employees have access to the
unique inspiration that comes from convening and sparring together with colleagues from around the world.
PRACTICAL PARTNERSHIPS
We enjoy a particularly close partnership, in which we learn and inspire one
another, with our Scandinavian colleagues Cultura Sparebank (Norway)
and Ekobanken (Sweden). Throughout
the years we have also cooperated in
relation to the financing of large projects, but this part of the partnership has
been reduced significantly in recent
years. Merkur contributes to the financing of a total of four institutions organisations with a total of DKK 15.4m in Norway and Sweden respectively.
Over time, GLS Bank (Germany) and
Triodos Bank (the Netherlands) have
conversely helped Merkur finance some
of our larger customers. Today, we are
able to handle most things on our own.
Total loans from the two banks through
Merkur now only amounts to DKK 0.7m
(2016: 11.2m), since a large financing has
been converted to mortgage loans.
Read more about cooperation with Triodos’s investment funds in the chapter
Pensions and Investment.
ADDITIONAL NETWORKS AND A NEW
GUARANTEE SCHEME
Merkur is a member of FEBEA, a European network for alternative banks and
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Global Alliance for Banking on Values is an international network of values based banks.
In 2017, the GABV annual meeting was hosted by NMB Bank in Nepal.

financing institutions. FEBEA is a practically oriented network, emphasising
concrete dialogue with European institutions about legislation, for instance,
and the development of guarantee and
lending schemes through European institutions, such as the European Investment Fund (EIF). An example of such a
guarantee scheme is EaSi, which is a
guarantee programme for social enterprises and institutions, which are an important customer group for banks like
Merkur. Merkur was in 2017 granted a
guarantee framework of DKK 200m
from EIF under the EaSi programme, a
sum which is to be used over the next 5
years, and which is to contribute toward

making it easier to finance such initiatives.
The cooperation between FEBEA
and Merkur has led to Merkur receiving
share and subordinate capital from
some of the other banks in the network.
Merkur’s CEO, Lars Pehrson, has been
made a board member of FEBEA from
2017.
The Institute for Social Banking (ISB)
was founded by a number of valuesbased banks, incl. Merkur. ISB organises educational and training courses
both for employees from the banks and
for students at universities and business schools. These training and education offers are intended to increase

PHOTO: GABV

students’ knowledge about banking
and economics, using the practice exercised by the founders and similar
banks as impetus. Every year, one
week of summer school is organised,
which attracts upwards of 50-100, primarily young, participants to an introduction to the mind-set behind valuesbased banking.
In 2017 Merkur partnered with ISB
and the Finance Innovation Lab (an English NGO that works toward changing
the financial system) to host a so-called
innovation laboratory, where experts
from the member banks met to discuss
how to develop innovative products and
services in values-based banks.
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Pensions and
investment

Triodos Sustainable investment funds
invest in equity in sustainable companies
and in corporate and sovereign bonds.
Danish Novo Nordisk is a part of the
investment universe. You can also invest
in renewable energy and microfinance.

PHOTOS: TRIODOS INVESTMENT MANAGEMENT

ANSVARLIG PENSION
(LIT. RESPONSIBLE PENSION)
In 2013, Merkur initiated a partnership
with customer-owned AP Pension.
AP Pension is an independent, democratically lead and customer-owned
pension company that has roots back to
the cooperative movements, which
makes it a natural partner for Merkur.
Together with AP Pension, we are
able to offer our customers annuities
with a pension fund where they can invest the money according to ethical
guidelines, e.g. in Triodos investment
products, just as customers long have
been able to do through pension savings in the cooperative bank. Merkur
and AP’s joint product is unique in the
Danish market when it comes to transparency and the opportunity to make
responsible investments. The concept
comprises both individual as well as
company pension schemes.
We continue to experience an impressive growth in and demand for

than every five of our customers. In total, shares for DKK 257m have been
subscribed, which together with the reserves totalling DKK 60m constitute the
basis for Merkur’s lending activities.
Cooperative share capital can make
up part of the investments that you as a
Merkur customer can make via your
pension accounts.

company pension schemes. Still more
organisations and companies together
with their employees wish to know how
their pension funds are placed. On the
basis of e.g. the current pipeline, we
also expect reasonable growth in this
area in 2018.
Finally, AP Pension, through the
company Nærpension, offers life insurance coverage to Merkur’s customers,
e.g. coverage against loss of earning
capacity and credit insurance. Merkur
receives commission fees from AP Pension and Nærpension. See Figure 19.
COOPERATIVE SHARES
Shares are the foundation for
Merkur’s activities and enable us to lend
money. For every kroner invested in
shares, five to six Danish kroner can be
lent out to sustainable projects. This
makes the shares the most effective
way of catalysing sustainable development. Merkur rounded 6,686 shareholders in 2017, equivalent to slightly more

TRIODOS INVESTMENT FUNDS
We have a partnership with Triodos
for selling investment fund certificates
from Triodos’s international investment
company to Danish customers. Merkur
receives commission fees from Triodos.
Two Triodos funds are so-called “Impact
Investment” funds, in which investments
directly affect the outside world:
•T
 riodos Renewables Europe Fund
(production of renewable energy)
• Triodos Microfinance Fund

Company Pensions (fig. 19)
2017

2016

Development in %

49

34

44.1

667

569

17.2

163.9

131.5

24.6

Individual annuity schemes, no.

119

95

25.3

Individual annuity schemes, deposits (mill. of DKK)

17.0

13.8

23.2

Company pension schemes, no. of schemes
Company pension schemes, no. of employees covered
Company pension schemes, deposits (mill. of DKK)
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Impact investments is a globally growing trend, and Triodos has many years’
experience and is among the leaders in
this area. This type of investment, which
has a direct effect on the wider world, is
also known as “impact investment” and
is a globally growing trend.
Merkur offers four different investment certificates based on listed securities that have been ethically screened:
•T
 riodos Sustainable Pioneer Fund
(shares in small and medium-sized
companies with particular weight on
front runners within themes such as
climate, health and a clean planet)
• Triodos Sustainable Equity Fund
(shares in large listed companies)
• Triodos Sustainable Bond Fund (company bonds in large companies and
sovereign bonds)
• Triodos Sustainable Mixed Fund
(shares and bonds)
In Merkur’s opinion, Triodos performs
the best and most thorough screening
of listed companies with more than 100
different indicators; and screening is undertaken of both environmental and
managerial aspects. The companies
must not be involved in weapons production, the oil or coal industry, nuclear
energy, environmentally harmful chemicals, tobacco, pornography or fur farm-

MERKUR COOPERATIVE BANK

ing. The companies must not be associated with corruption, infringement of human rights, infringement of the law, pollution, animal testing, genetic engineering or industrialised farming.
The companies invested in through
the Sustainable funds combine good
financial results and demonstrate great
environmental social responsibility.
On Merkur’s homepage www.merkur.dk/
investeringer/vaerdipapirer, you can
find a link to a complete list of the
companies in which each individual
fund invests.
The Danish market for ethical investments has not been developed to the
same degree as in many other countries; and the few investment possibilities in Denmark which have carried the
“ethical” label have even been characterised by a relatively limited screening
of the companies in the particular portfolios. We are, however, beginning to
see indications of growing attention to
this area by the more conventional actors in the investment market.
A contributor to this development
has probably been the increased focus
in the public discussion in recent years
to avoid investments in fossil energy,
e.g. from the perspective that a large
portion of these fossil energy sources
will have to remain in the ground if we
are to avert a climate catastrophe. This

thereby renders the value of these fossil
resources very dubitable, which a growing number of investors are beginning
to take into account. The Triodos Sustainable funds are fossil free and are
therefore an obvious opportunity for
those investors.
The growing interest in ethical and
“impact” investments is of course also
something that we notice in Merkur.
Customers’ overall holdings of Triodos
certificates has grown by 18.5%, from
DKK 537m to almost DKK 637m. Growth
did not reach last year’s record levels
but remains significant. Merkur expects
continued growth in this area in the
coming years.
All six investment certificates may be
used for pension savings. See Figure 20.
SPARINVEST
Sparinvest, which has its roots in the
savings-bank movement, creates and
manages investment funds. Merkur
needs to be able to offer our customers
collective investments in bonds as a
supplement to our own investment
products from Triodos. Sparinvest’s
products are conventional in the same
way that the products from our mortgage bank partners are, but their approach to bond investment suits us well,
and the partnership continues to be
very positive. At the close of 2017

Customers’ holdings of Triodos investment certificates at year-end (fig. 20)
2017

2016

Development in %

Triodos Sustainable Equity Fund

109,859

84,992

29.3%

Triodos Sustainable Bond Fund

114,398

96,836

18.1%

Triodos Sustainable Pioneer Fund

111,144

86,804

28.0%

Triodos Sustainable Mixed Fund

44,895

26,786

67.6%

Triodos Renewables Europe Fund

80,377

79,603

1.0%

175,835

161,989

8.5%

636,508

537,010

18.5%

(DKK 1,000)

Triodos Microfinance Fund
Total
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Merkur’s portfolio with Sparinvest
amounts to DKK 247m (2016: 218m). We
experienced a drop in 2016 but in 2017
we have returned to a natural development at a sensible level. Merkur receives commission fees from Sparinvest.
MERKUR DEVELOPMENT LOANS LTD
Merkur Development Loans Ltd was established in 2009 as an opportunity for
small companies and co-operatives
lacking access to loan capital for investing in fixed assets; and an investment
opportunity for private individuals and

organisations that wish to invest in developing countries.
Merkur Development Loans Ltd. was
established as a partnership with the Investment Fund for Developing Countries (IFU), which has provided DKK 7.5m
in share capital of the total share capital
of DKK 15m. Merkur Cooperative Bank
itself has provided DKK 1m in share capital (ownership share of 6.6%), and DKK
6.5m in public shares have been subscribed by 190 shareholders. An administration contract has been agreed upon
between Merkur Cooperative Bank and
Merkur Development Loans Ltd con-

The British hospitality company Whitbread is a part of the Triodos investment universe.

cerning the daily operation of the company.
It has proven significantly more difficult than expected to build a loan portfolio that utilises the contributed capital,
just as it has proven difficult to create
something as even a decent degree of
liquidity in the stock. On this backdrop,
it has been decided to begin winding
up Merkur Development Loans Ltd as
the loans are repaid. No new loans will
thus be provided from 2017.
A separate annual report will be published for Merkur Development Loans
Ltd in April 2018 (in Danish only).

PHOTO: TRIODOS INVESTMENT MANAGEMENT
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Merkur Foundation
Throughout its now 20 years in operation, the Merkur Foundation
has distributed a total of more than DKK 8.1m to 151 different projects.

The Merkur Foundation is an independent foundation. The purpose of the
Merkur Foundation is to make it possible to work with gifts and donations in
the same manner that the cooperative
bank works with deposits and loans,
and based on the same core values.
The purpose of the foundation is
broadly defined, so as to allow for the
support of social, cultural, research and
environmental purposes. It is possible
to deduct donations made to the foundation from taxable income within the
amount limit of DKK 15,600 (2017). In
2018 the amount limit is DKK 15,900.
The Merkur Foundation’s focus areas
in the coming years are independent research as well as development projects
in Africa and Latin America, where the
foundation partners with small Danish or-

ganisations with a high degree of direct,
personal contact and volunteer efforts.
The foundation’s activities and the
supported projects are described on the
foundation’s website www.merkurfonden.dk (in Danish only). Here, overviews, including supported projects, descriptions of a large number of them,
and links to the projects’ websites, can
be found.

past five years, with 2013 being a particularly good year. See Figure 21.
The foundation has over the years
received a great number of applications, which in most cases were for purposes absolutely worthy of support, but
which were far too large compared to
the foundation’s financial capacity. It
therefore continues to be necessary to
prioritise the funds available. Chosen
projects may be supported over a
shorter or longer period, as is apparent
on the website, and as a general rule
we can only support other projects to a
limited extent, typically with amounts of
DKK 3 – 5,000. This gives applicants a
more realistic understanding of the
Merkur Foundation’s capacity. Therefore, we will continue to work on the
abovementioned indicative guidelines

DONATIONS IN 2017
In 2017 the Merkur Foundation received
gifts from 170 individuals, associations
etc., amounting to a total of DKK 803,180
compared to DKK 731,294 in 2016. This
therefore signifies an increase in received gifts compared to 2016. The development in received donations shows
a fairly stable development over the

Development in received donations (fig. 21)
2017

2016

2015

2014

2013

Received (DKK 1,000)

803

731

654

710

953

No. of donors

170

160

190

212

216

2017

2016

2015

2014

2013

816

630

517

*1,025

665

21

22

18

19

20

Development in distributions (fig. 22)

Distributed (DKK 1,000)
No. of projects

*The large increase was due to the extraordinary many donations we received at the end of 2013, which first could be distributed in 2014.
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Save the children in Gorom-Gorom is an
association of 73 Burkinabe women, who
takes care of orphans in Burkina Faso.

FOTO: KAREN LUNDTOFTE

for contributions concerning the support
of other projects than those that are
among our focus projects.
The wishes that donors have made
known concerning the use of their donations have been taken into account in
2017.
In 2017, the Merkur Foundation allocated a total of DKK 816,000 in grants
to 21 projects, compared to DKK
630,000 last year. See Figure 22 page 50.
You can find the annual report for the
Merkur Foundation and read more at
www.merkurfonden.dk (in Danish only)
SOME OF THE SUPPORTED
PROJECTS
Food for All – Food-product
community, Gilleleje, DKK 5,000
Food for All collects surplus food from
supermarkets and vegetable, fruit and
berry growers, which they clean, package and pass on to people on the government’s lowest benefit scale and refugees on integration benefits. The project’s purpose is to make space for active communities for people at risk. All
activities are based on a work fellowship
that crosses heritage, age and ability.
In concrete terms, two projects are
meant to add more value to the collected food products: 1) Conservation
and refinement of food products
through cheese and yoghurt production,
fermentation and production of juice, kefir, etc. 2) The many discarded herbs
from the supermarkets are to be planted
in good earth, where they will be tended
to and revived as healthy food products.
Food for All enjoys a good partner-

ship with the municipality and is such a
successful project that more municipalities wish to participate.
Kologh Naba, Burkina Faso, 19.400 kr.
Burkina Faso is one of the world’s poorest countries and has been struck by a
tidal wave of conflicts and terror. Outside of the capital, Ouagadougou, in
Kologh Naba, it is peaceful, however.
Else Trærup started the initiative in
2001, which now counts 60 members.
The purpose of Association Kologh
Naba is to improve members living conditions through professional training,
production and sale of goods. Principal
activities are: sowing, weaving, soap
production, masonry using traditional
methods, gardening, installation of solar
power units, as well as restaurant management and minor hotel businesses accommodating approx. 10 guests. Some
of the goods are exported to Fair Trade
stores in Denmark, England etc.
In 2017, a large effort was undertaken
to futureproof the association. The daily
manager was sent on an intensive and
successful training course in Denmark
and is now the president of the association. Deliberate efforts are being made
to ensure independence from donations, and things are moving forward
even though factors such as failing tourism due to the terror threat lies beyond
the control of Kologh Naba.
Women gardens in connection
with Kubuneh Health Centre,
Gambia, DKK 5,000
Gambia is also a terribly poor country
but one that possesses relatively good

options for growing vegetables because the country enjoys considerable
rainfall. The rain, however, only falls during part of the year, so it is important to
store water for irrigation during the dry
period. The Women gardens allocate a
number of women with each 150m2 of
earth for growing vegetables and with
three annual crops, this area can provide vegetables for both the family and
to sell at the market. The money covers
part of the expenses for fencing, water
reservoirs etc.
Save the children in Gorom-Gorom,
Burkina Faso, DKK 107,400
This association has through a number
of years been a focus project for the
Merkur Foundation. The Danish association partners with the Burkinabe association, M’balla Sukaabe, to help children
who are either orphaned or whose parents due to illness or other causes cannot care for them. There are 73 Burkinabe women affiliated with the association, who have taken 101 children under
their wings, for whom they care with
help from the association. This is completely vital support for children in a
country where the family usually is the
only social safety net. The children, who
could have ended up on the street, are
ensured a safe childhood, a sense of
belonging, and schooling. Most recently,
the association has launched work to
ensure the women supplementary local
business incomes so that they over the
course of five years can become independent of Danish support.
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Statutory
Disclosures
MANAGEMENT
BOARD OF DIRECTORS
CHAIRMAN OF THE BOARD
Morten Gunge,
Architect MAA (born 1948)
Elected to the board in 1993. Current
term expires in 2018.

Independence: Does not fully comply
with the Committee for Good Corporate
Governance definition of independence, since Henrik Tølløse has served
more than 12 years on Merkur’s board.
The Board, however, does not deem
that this materially affects Henrik
Tølløse’s independence.
Shareholdings: 177 shares

Independence: Does not fully comply
with the Committee for Good Corporate
Governance definition of independence, since Morten Gunge has served
more than 12 years on Merkur’s board.
The Board, however, does not deem
that this materially affects Morten
Gunge’s independence.
Shareholdings: 100 shares
Executive Director of:
• Morten Gunge, Architect MAA
Board member of:
• Merkur Development Loans Ltd (Chairman)
Competency profile: Architect MAA.
Broad knowledge of all relevant aspects
in banking, as well as detailed knowledge of eco-construction and properties in general. Intimate knowledge of
Merkur’s foundational values and history.
VICE CHAIRMAN OF THE BOARD
Henrik Tølløse,
Financial Manager (Born 1958)
Elected to the board in 2001. Current
term expires in 2020.

Board member of:
• VinoVenue ApS
• Ejendomsfonden Virkefelt
Competency profile: Educated in banking, specialising in securities and investment. Detailed knowledge of all relevant aspects of banking, including strategic matters, such as property, and is
educated as a real estate agent. Good
knowledge of Merkur’s foundational values and history.
BOARD MEMBER
Annette Hartvig Larsen,
CEO (born 1963)
Elected to the board in 2011. Current
term expires in 2019.
Independence: Complies with the Committee for Good Corporate Governance
definition of independence.
Shareholdings: 50 shares
Chief Executive Officer of:
• Aarstiderne A/S
Board member of:
• Krogerup Højskole (Vice chairman)

Competency profile: Master’s degree in
agronomy and diploma in business organisation. Detailed knowledge of management and organisation of mediumsized companies, as well as good knowledge about agricultural practice and the
food industry.
BOARD MEMBER
Jakob Brochmann Laursen,
Deputy Chief Executive (born 1963)
Elected to the board in 2013. Current
term expires in 2020. The Board’s independent and expert member of the Auditing Committee.
Independence: Complies with the Committee for Good Corporate Governance
definition of independence.
Shareholdings: 106 shares
Deputy Executive Officer of:
• Alka Forsikring
Executive Director of:
• Sandaasen ejendomme v/ Jakob Laursen
• Sandaasen Økologiske gård v/ Jakob
Laursen
Chairman of the board for:
Ejerforeningen Værkstedvej 4-6, Valby
Competency profile: Master’s degree in
Economics. Detailed knowledge of bank
operations, insurance and mortgage
loans, including strategic matters.

BOARD MEMBER
Klaus Loehr-Petersen,
Project Manager (born 1952)
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Elected to the board in 2002. Current
term expires in 2019.
Independence: Does not fully comply
with the Committee for Good Corporate
Governance definition of independence, since Klaus Loehr-Petersen has
served more than 12 years on Merkur’s
board. The Board, however, does not
deem that this materially affects Klaus
Loehr-Petersen’s independence.
Shareholdings: 54 shares
Board member of:
• Fonden Nødværge
Competency profile: Educated in commerce. Detailed knowledge of biodynamic and organic food production, as
well as an extensive network within the
biodynamic and organic networks. Experienced in project management.
BOARD MEMBER
Lene Diemer,
Attorney at law (f. 1961)
Elected to the board in 2012. Current
term expires in 2018.
Independence: Complies with the Committee for Good Corporate Governance
definition of independence.
Shareholdings: 102 shares
Board member of:
• Fonden for Unges Uddannelsescenter
(chairman)
• Fonden Novavi (vice chairman)
• Foreningen Søgården (vice chairman)
• Fonden Ehlershjemmet
(board member)
• Driftsfonden Concura (chairman)
• Ejendomsfonden Concura (chairman)
• Nextdoor Project (board member)
Competency profile:Detailed knowledge of legal matters concerning educational institutions and social institutions, from own practice as a lawyer and
prior positions in the Ministry of Education and the Ministry of Culture. Also
works with trust and foundation law.

BOARD MEMBER
Carsten Juul,
Account Officer, Business Banking (born
1964)
Employee-elected to the board in 2015.
Current term expires in 2019.
Shareholdings: 59 shares
Director of:
• Carsten Juul Holding LLC (owner)
Competency profile: Educated in banking. Good overall knowledge of banking
operations, with particular focus on
business. Has formerly managed his
own company.
BOARD MEMBER
Henrik Kronel,
Account Officer, Investments (born 1961)
Employee-elected to the board in 2007.
Current term expires in 2019.
Shareholdings: 27 shares.
Board member of:
• N/A
Competency profile: Educated in banking. Good overall knowledge of banking
operations, with particular focus on investment and securities.
BOARD MEMBER
Søren Sivesgaard,
Account Officer, Personal Banking (born
1960)
Elected to the board in 2015. Current
term expires in 2019.
Shareholdings: 6 shares
Chairman of the board:
• Økologisk Markedsevent Aalborg
Competency profile: Educated in banking. Good overall knowledge of banking
operations, with particular focus on personal customers, hereunder especially
mortgage financing and investment.

TARGET FIGURES FOR THE
UNDERREPRESENTED GENDER
ON THE BOARD
For the time being, women are underrepresented on the board. The board’s goal
is that at least one third of the members
elected by the board of representatives
be women. This is presently the case.

EXECUTIVE BOARD
CHIEF EXECUTIVE OFFICER
Lars Pehrson (born 1958)
CEO in Merkur since its founding in 1982.
Shareholdings: 253 shares.
Executive Director of:
• Merkur Development Loans Ltd
Board member of:
• The Danish Green Investment Fund
Lars Pehrson’s exercise of board responsibilities in the Danish Green Investment Fund has been approved by
the cooperative bank’s board in accordance with the Danish Financial Business
Act, section 80.
Director (appointed)
Jan Klarbæk (born 1967)
Director since 2017, hired by Merkur in
2013.
Shareholdings: 12 shares
Board member of:
• N/A

AUDITING COMMITTEE
Merkur has set up a separate auditing
committee. The committee's duties
comprise the following:
• monitoring the financial reporting process,
• monitoring whether Merkur's internal
control systems, any internal auditing
and risk management systems perform effectively,
• monitoring of the statutory audit of the
annual report etc.
• monitoring and control of the independence of the auditor.
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Terms of reference have been devised
wherein the work of the auditing committee is described. In addition to the
ongoing risk assessments and internal
controls, the committee has in 2017 with
the consequences of IFSR 9 and the
coming MREL requirements and with reporting to the board in relation to a determined framework and limitations.
The committee has furthermore focused
on the credit granting process, including credit recommendation to the Board
and a number of matters related to the
DFSA’s directions.
The committee has likewise assessed
the conditions for outsourcing Merkur’s
own portfolio.
The auditing committee consists of:
• Henrik Tølløse, Chairman
• Jakob Brochmann Laursen, Expert
member
• Søren Sivesgaard
The board of directors has appointed
Jakob Brochmann Laursen as expert
member on the auditing committee because of his competencies in connection with risk management from e.g. his
present position as deputy chief executive in a large insurance company and
his activities on the Board of the cooperative bank. It is the Board’s opinion
that Jakob Brochmann Laursen possesses the appropriate qualifications according to the executive order on auditing committees.
EXCEPTIONAL CIRCUMSTANCES
Merkur has in 2017 been affected by the
following exceptional circumstances.
• In connection with a routine inspection, the DFSA assessed that there
was a need for additional impairments
on the scale of DKK 26m.
• The cooperative bank’s data centre,
BEC, has performed an extraordinary
impairment of its development assets,
as an indirect consequence of new requirements for impairment eligible liabilities in banks, see further comments
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under Finance and organisation.
Merkur’s share hereof affects us negatively by approx. DKK 6m.
• Extraordinary costs in connection with
implementing the organisational
changes charges the cooperative
bank with approx. DKK 5m
• Option premium in connection with
sale of DLR shares. The reason for the
sale was a wish to strengthen capital
coverage. The option premium spans
five years and constitutes DKK 1.5m,
which have been fully expensed in
2017.
ACTIVITY TRENDS AND ECONOMIC
CIRCUMSTANCES
In its annual report for 2016, Merkur expected an annual profit for 2017 at the
level of DKK 18-22m after tax. This estimate included an estimate of impairments on loans etc. of DKK 12-13m in total.
Deposits and loans / advances were
expected to increase respectively by approx. 5% and 10% in comparison to 2016.
A negative result of DKK 19m in 2017
represents a large and unsatisfactory
deviation from the expectation. The deviation is especially due to the large impairments (DKK 20m more than expected), negative market value adjustments of DKK 6m (DKK 4.8m less than
budgeted) and extra costs related to the
organisational change (approx. DKK
5m). Higher income from fees and commissions (DKK 3.2m more than budgeted) pull in the positive direction.
On the deposit side, growth has
been at 14.6% and thereby above expectations, while growth in loans was
4.6%, and thereby less than what was
expected. The lower growth in loans is
described in more detail in Finance and
organisation.
The capital ratio at the end of 2017
was expected to lie in the interval of 1718%. The actual capital ratio turned out
to be 16.3% and is thereby under what
was expected.
UNCERTAINTY AS TO RECOGNITION
AND MEASUREMENT
When calculating accounting values, estimates have been made. The exercised

estimates are based on preconditions
which the management find justifiable.
The most important accounting estimates pertain to impairments on loans
and receivables, where quantification of
the risk of future non-payment is associated with significant estimation.
Particularly concerning collective impairments, which are calculated according to a mathematical model developed
by the Association of Local Banks in
Denmark, a degree of uncertainty cannot
be excluded, since the figures are obtained as a result of mathematical calculations based on an underlying statistical
correlation between a number of socioeconomic conditions and loss development, and not as a result of estimates
based on concrete circumstances.
EVENTS FOLLOWING THE END OF
THE FINANCIAL YEAR
As of the balance sheet date and until
today, no circumstances have occurred
that have upset the assessment of the
annual report.
IFRS 9
Effective 1 January 2018, new impairment rules for loans and guarantees,
which are based on the international
IFRS 9 rules, will be introduced. The
IFRS 9 rules will impact the equity as of
1 Jan 2018.
The current rules stipulate that loans
or guarantees should be impaired once
a risk of loss has been identified or has
occurred. IFRS 9 stipulates that impairments should be made according to the
principle of expected loss. It is at the
current time not possible to make an accurate calculation for the accounting effect of the first-time use of IFRS 9, but it
is expected that impairments will constitute 3.8-5.4% of equity, that is, at the
level of DKK 12-17m after tax.
Merkur has decided to use a fiveyear transition scheme, so that the negative effect of IFRS 9 impairment rules
will only fully affect the capital base after five years.
The cooperative bank deems that
the effect of IFRS 9 on the capital base
will be negligible when the rules come
into force on 1 January 2018, while the
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effect on the capital base moving forward will be slightly negative in step
with the phasing out of the transition
scheme.
For a closer description of IFRS 9,
please refer to note 1 under Significant
accounting policies under the section
Future accounting rules.
APPLYING SOLVENCY RULES
Merkur has assessed the need to apply
advanced methods in the solvency adequacy rules that came into force for
Merkur as of 1 January 2008. Considering the size of Merkur, we hardly stand
any chance of applying such advanced
methods. As a consequence of this,
Merkur has from 2008 chosen to apply
the standardised method for credit and
market risks and the basic indicator
method for operational risks and expects to continue doing so.
BUSINESS RISKS
The most significant business risks to
the bank are loans / advances and guarantees. Merkur endeavours to spread
its loans across different trades. For further details on conditions within the individual trades to which Merkur lends
money in particular, please see the section on loans in the annual report.
Real estate accounts for a large part
of the collateral used for the cooperative
bank's loans. This implies a risk of impaired collateral value in a downturn because some loans were granted in times
when property values, especially outside
of cities, were higher than they are today. We therefore focus on ensuring that
our customers' operating finances are viable, and efforts are made in a timely
manner in case signs of weakness appear concerning operations.
Some of the customer segments
Merkur works with may be exposed to
changing market or framework conditions in a manner that would constitute
a business risk for Merkur.
The most important of these business risks are:
•O
 rganic farming can develop negatively with regard to sales volume or
sales prices, and conditions for agri-

cultural subsidies can be altered to
the disadvantage of organic farming.
Organic farming is not exposed to distant or politically unstable markets,
such as e.g. Russia. Domestic sales
have increased strongly in recent
years, also in 2017, and sales prices for
organic goods significantly higher than
conventional ones.
• Renewable energy could experience
degraded settlement or subsidy conditions. Typically, it is not legally possible
to change the terms for already constructed power plants. Neither have
there been any signs indicating deteriorating terms for renewable energy in
Denmark, except for a lack of clear
long-term framework conditions for the
expansion of renewable energy
sources. This uncertainty does not apply to pre-existing installations.
• Schools and institutions may face less
favourable conditions from the state,
for example in connection with public
budget reductions. We have seen such
deterioration e.g. when municipalities
try to limit costs associated with placing
children and youth at socio-educational
residences and other institutions. We
are therefore focusing on following up
on schools and institutions adjusting
their budgets accordingly. The new social oversight authority from 2014 has
now been phased in, which entails
more demands on social institutions,
but this can also be an advantage,
since well-performing institutions will
be able to document their quality. A
current development concerns an improvement of the subsidy model for independent schools in connection with
the national budget for 2018.
FINANCIAL RISKS
The cooperative bank does not have
any unusual financial risks and is not involved in any speculative activities. For
further information we refer readers to
note 31 on risk management in the accounts.
REMUNERATION POLICY
On 23 December 2010 the board of di-

rectors adopted a remuneration and
pensions policy for the board of directors, executive management and employees, hereunder employees whose
activities significantly influence the cooperative bank’s risk profile (significant
risk takers), as well as employees in
control functions in Merkur. The remuneration policy was approved by the
AGM on 9 April 2011. The Board reviews
the remuneration policy once annually,
which happened last at the board meeting of 18 August 2017. The review did
not lead to any changes.
The remuneration policy is intended
to promote a remuneration policy and
practice that corresponds with and promotes healthy and effective risk management in Merkur.
Board of directors and executive
management
No variable salary elements (“bonuses”)
are paid to the board of directors or executive management, neither in form of
salary, stocks, options or pension contributions.
Employees, hereunder significant
risk takers
No variable salary elements are paid to
employees in general, hereunder employees whose activities significantly influence the cooperative bank’s risk profile (significant risk takers), neither in
form of salary, stocks, options or pension contributions.
Employees in control functions
No variable salary elements are paid to
employees in control functions.
Remuneration committee
Merkur has not set up a remuneration
committee.
PILLAR III REPORTING, ICAAP AND
CORPORATE GOVERNANCE
Merkur’s so-called "Pillar 3 Report”
(Risk Information) according to the
CRR directive is available on our website: www.merkur.dk/aarsrapporter.
Here you will also find information on
ICAAP and corporate governance (in
Danish only).
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Green Accounts
Merkur annually prepares green accounts, in which we account for
Merkur’s direct influence on the environment. It is a cornerstone for
Merkur that we emphasise consideration for the environment in relation
to our banking business. We would like this to be reflected also in how we
make our own dispositions and show considerations for the environment.

In Merkur we try to consume wisely so
that we save energy and natural ressources to the extent that it does not
harm our employees or work environment or the services we offer our customers. We are also very open to new
technological solutions that limit environmental impact of necessary consumption.
Merkur’s purchasing policy requires
that the environment always be taken
into consideration when purchasing
goods for the bank’s daily operations. In
this manner, organic products, low-energy and environmentally certified
goods are to be prioritised to the furthest extent possible. We regularly assess new technological solutions. In
2017, Merkur switched its electrical company to Natur-Energi, which exclusively
delivers power from renewable energy
sources.
INVESTMENTS IN ENERGY
PRODUCTION
Merkur wishes to the broadest extent
possible to compensate for our own energy consumption through corresponding investment in energy production
plants. Energy production does not yet
surpass Merkur’s overall consumption
but more or less covers electricity and
heating consumption in Merkur’s facilities, when the production is calculated
as CO2 savings. We would like to augment our investments in renewable en-

ergy production in so much as an adequate opportunity presents itself.
We emphasise investing in new production plants so that a real addition of
the renewable energy capacity occurs.
Energy production from the energy
plants that Merkur has invested in is
recognised in the energy accounts.
At the end of 2017, Merkur owns
shares in three production plants: two
Danish cooperative windmill farms and
one solar plant in Spain.
Energy production from windmills
depends on how much wind is present
and energy production from solar plants
depends on the number of hours with
sunshine. This is why the production
from the energy plants that Merkur coowns may fluctuate from year to year.
Production has thus been slightly higher
in 2017 than in 2016.
Energy consumption
Direct energy consumption consists
of heating and electricity for Merkur’s
offices. In 2017 the heat consumption
has risen, which is primarily due to the
fact that Merkur’s lease in Copenhagen
was expanded by 195m2 in May 2016.
2017 was thus the first full year with the
extra square metres. Merkur rents its office space at two out of three of our addresses. If energy investments in a
building, e.g. better insulation or new
windows, are to take place, they must
be carried out by the owner of the
building. This conflict of interest im-

pedes investments in lower energy consumption. Merkur’s electricity consumption overall fell in 2017 in spite of the
above-mentioned expansion. One of
the causes is that we in 2016 implemented a renovation of our branch in
Aalborg, where we e.g. installed more
energy saving lamps, which have shown
their effect in 2017. Also in Copenhagen,
modernisation initiatives have been
made with energy savings in mind. See
Figure 23 page 57.

TRANSPORTATION – BUSINESS
TRIPS
Merkur’s employees need to use transportation during working hours, when
they have to visit customers, attend
meetings, courses and the like. Merkur
has a travel policy that requires each individual employee to show environmental consideration in their choice of transportation.
In organisational terms, Merkur is not
situated in one single location, which is
why a large amount of business travel is
related to internal meetings. Physical
meetings between branches is limited
as much as possible and are instead replaced by video conferences.
Merkur engages in international
work with the purpose of promoting and
developing sustainable banking globally, just as we have international partners in e.g. the investment area. This involves travelling beyond the country’s
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Energy consumption (fig. 23)
2017

2016

KWh

Converted into
Kg CO2*

KWh

Converted into
Kg CO2*

District heating

314,694

51,744

270,757

46,029

Electricity

62,442

15,985

80,031

38,175

377,136

67,729

350,788

84,204

Middelgrunden Vindmøllelaug (Wind)

-19,563

-5,008

-18,907

-9,018

Hvidovre Vindmøllelaug (Wind)

-84,158

-21,544

-80,532

-38,414

-113,837

-29,142

-106,875

-50,979

Total indirect own production

-217,558

-55,694

-206,314

-98,411

Net total energy consumption

159,578

12,035

144,474

-14,207

Consumption per employee**

1,650

124

1,482

-146

Total
SHARES IN ENERGY PRODUCTION:

Plasticueros, Photovoltaic plant in Spain

*The conversion ratio fell by 0.477 in 2016 to 0.16 in 2017, because the specific CO2 emission per KWh of electricity produced
in Denmark has fallen due to increased use of renewable energy sources. Source: Energinet
** T he number of employees has been calculated as the average number of employees converted into full-time equivalents.
In 2017 there were 96.7 employees, compared to 97.5 the year before.

Business trips (fig. 24)
2017

2016

KM

Converted into
kg CO2

KM

Converted into
kg CO2

149,560

18,826

161,440

20,237

870

90

1,404

146

Train

103,105

1,650

77,798

1,245

Ferry

3,727

2,609

5,663

3,964

165,305

61,224

89,895

33,295

422,567

84,399

336,200

58,887

Car, shared car, cab
Bus

Air
Total for business trips
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borders. Overall travel activities measured in kilometres has risen by 20%,
which is a result of the many long-distance trips undertaken to respectively
Nepal and Canada in connection with
our participation in international meetings, cf. the chapter International partnerships. See Figure 24 page 57.
COMMUTING – TO AND FROM WORK
In Merkur the employees are the main
resource. Were they not here to service
customers, the bank would not function.
This is why the employees’ commute to
and from work is recognised as part of
Merkur’s overall environmental impact.
The number of employees has increased, and relatively more employees
use cars as their preferred means of
transportation. This means that the environmental impact from this factor has increased. See Figure 25.

MERKUR COOPERATIVE BANK

COMPENSATION FOR
CO2-EMISSIONS
Aggregate CO2 emissions from Merkur’s
activities are sought neutralised through
the purchase of Climate Clearing units.
Climate Clearing units are traded
through the Climate Neutral Group, Holland, which guarantees that CO2-reduction will occur as a result of forest planting and establishment of renewable energy plants. The Climate Neutral
Group’s Climate Clearing units live up to
the so-called gold standard, which is
recommended by WWF, among others.
Based on the net energy consumption in 2017, Climate Clearing units
equivalent to 155,000 kg of CO2 have
been bought. See Figure 26 page 59.
PAPER CONSUMPTION
Merkur uses paper for letters, envelopes, copies, documents, computer
prints etc. and for our customer magazine, Pengevirke, as well as for market-

ing materials. Some of the paper is for
in-house purposes, and is shredded and
recycled after use; the remainder is sent
to our customers. See Figure 27 page 59.
Merkur continues to digitalize our
communication with customers and
partners and thereby reduce paper consumption. We continue to experience a
growing proportion of customers who
prefer to receive electronically account
statements and the like. This is the type
of material that is generated and issued
via our data centre, BEC, where we are
also able to see a reduction. The digitalisation is also reflected in the amount of
paper shredded and sent for recycling.
The largest increase in paper consumption is due to the customer magazine,
Pengevirke, which is sent to all Merkur’s
customers. The number of copies has
increased from 16,000 at the end of
2016 to 18,000 at the end of 2017. See
Figure 28 page 59.

Preferred means of transportation (fig. 25)
No. of employees

No. of km per year

Converted to kg of CO2

2017

2016

2017

2016

2017

2016

Walking/Biking

30

32

85,932

95,716

0

0

Car

27

20

291,520

251,435

29,735

23,886

Bus

15

13

113,737

91,688

12,807

9,500

Train

23

25

578,796

494,014

15,627

15,151

Total

95

90

1,069,985

932,853

58,169

48,537

601

498

Per employee

The basis of this table is individual employees’ preferred means of transportation. When calculating the CO2 standard conversion measures used by Danish national
rail (dsb.dk) and bus companies (movia.dk) and climatefriendly.com have been used. The emission factor has been calculated according to a weighted average of the
employees’ car choice. The average car is a little better than a class B car but not as good as a class A car. When calculating kg CO2 per employee, the average number of
employees converted to full-time equivalents is used. Employees on maternity, paternity or long-term illness leave have been discounted in the statement.
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Total CO2-emissions (fig. 26)
(Kg CO₂)

2017

2016

Energy consumption

12,035

-14,208

Business trips

84,399

58,887

Commuting

58,169

48,538

154,603

93,217

-155,000

-94,000

0

0

Total
Climate Clearing units purchased
Net CO2-emissions

Paper purchases (fig. 27)
(KG)

2017

2016

229

332

Marketing materials, incl. Pengevirke

5,919

5,227

Other paper, stationery, printing paper, as well as envelopes

4,153

4,130

Total

10,301

9,689

Returned paper

-5,675

-7,610

Net paper consumption

4,626

2,079

2017

2016

Reductions

Aggregate gross energy consumption in kg of CO2

210,298

191,628

9.7%

Aggregate net energy consumption in kg of CO2

154,603

93,217

65.9%

10,300

9,689

6.3%

4,626

2,079

122.5%

Paper from BEC

Aggregate consumption (fig. 28)

Aggregate gross paper consumption in kg
Aggregate net paper consumption in kg
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Social accounts
Merkur’s employees are a decisive resource. This is why we emphasise
openness surrounding the management of human resources in Merkur
and how Merkur through its immediate activities impacts society.

EMPLOYEE WELFARE
In 2017, the organisational change and
the closure of the branch in Odense impacted most of Merkur’s employees.
These significant changes cannot be
gauged from the tables in these accounts, among other things, because
notice rules create a delaying effect.
These are changes, however, that have
made their mark on the organisation in
2017, and also in the coming years employees will experience changes in their
everyday environment.
We have in the implementation of
the organisational change and its derived redundancies and relocations
made an effort to follow humane considerations. First and foremost in rela-

tion to the affected employees, but also
in relation to other colleagues, who
both have had to handle more tasks
and new work processes, but also the
insecurity that comes in the wake of an
organisational change of this kind.
The primary tool in the efforts has
been considered communication. During the process, we have briefed our
trade union representatives and the
professional organisations in an ongoing manner and listened to their advice
and wishes in order to ensure orderliness for all.
The dismissed employees have all
received an offer of help to look for new
jobs or financial support for other educational measures, which will make their

road to new employment easier. Likewise, everyone has had freedom of
choice in terms of release from their duties. We have been very happy to note
that all employees in Odense, bar one,
chose to stay during the dismissal period until the final closing of the branch
on 31 December 2017.
Changing times, as those that characterise our organisation now and in the
coming years, are personally challenging. Therefore, an extra effort is needed
to ensure that our workers thrive and
experience job satisfaction. We will
therefore in the coming years invest
time and money in both job satisfaction
measurement and organisational development.

PHOTO: MIKKEL ØSTERGAARD
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Merkur wishes to meet contemporary
requirements to the modern workplace
and greatly emphasises that it be possible to maintain a balance between work
life and family life. We do this e.g. by
satisfying wishes for sabbaticals or
needs for reduced working hours as
much as possible. The increase in employees on part time hours, 16.5% to
24.5%, reflects this.
SICK DAYS
The overall number of sick days in 2017
was above the level for 2016, and
somewhat above the average absences
due to illness for office workers in the finance sector, which according to Statistics Denmark is 6.64 sick days annually.
The proportion of long-term illnesses for
full-time employees has fallen, while it
has gone up for employees on part
time. This thus signifies a shift in this
area, where absences from work are instead replaced by periods with reduced
hours. This stems from a wish to retain
employees affected by illness in their
present positions to the greatest degree possible.

The high level of absences due to illnesses is not satisfactory, which is why
we going forward will initiate a more deliberate effort to limit employee absences due to illness. It remains a process, however, that we should expect to
be of considerable duration, in that
many factors influence this area.
At the moment we already have a
number of opportunities to work with
prevention of illness. Among these, we
can mention collective insurance coverages with preventive courses and the
opportunity for rapid treatment in the
event of illness, as well as individual
coaching processes for employees who
are at risk of developing stress. Our
work environment organization, which is
anchored in the geographic units, works
actively to limit work-environment
strains and to create a framework conditions for a good work environment.
Ongoing measurements of both physical and mental work environments are
conducted, and the Danish Working Environment Authority (DWEA) conducts
ongoing supervision with Merkur’s
branches. The DWEA sees Merkur’s

work environment as good, and no major work or environment related injuries
have been treated during the year.
Finally, Merkur has a small social
fund whose purpose is to provide financial support to employees who run into
a difficult life situation. This might be in
connection with treatment for health or
dental issues, or as subsidy for a period
of special health-inducing treatment.
See Figure 29.

COMPOSITION OF MERKUR’S STAFF
At the close of 2017, Merkur employed
102 staff, an increase of 5.2% compared
to 2016. As previously mentioned this
number does not reflect the reduction
of employees, which has been a consequence of the organisational change.
The effect will only become apparent
during 2018. The positions that have
been established have preponderantly
been in the customer-oriented units.
The distribution between the sexes
is generally quite even. There are 49%
women and 51% men. A larger gender
gap shows itself when it comes to the
tally of positions with managerial re-

Illness (fig. 29)
2017

2016

No. of days

No. of days

1,013

912

– Hereof long-term illness

350

381

– Hereof long-term illness on part time

267

196

Average absence per employee

10.4

9.7

Average absences per employee excluding long-term illness

6.8

5.7

67

51

Maternity leave, (incl. paternity leave)

270

701

Other types of leave

232

337

Own illness

OTHER ABSENCES
Compassionate leave (including child being sick)
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Employees (fig. 30)
2017

2016

No. of permanent employees, start of year

97

88

Additions, new employees

14

23

Vacated positions, pensioners

0

2

Vacated positions, other reasons

9

12

102

97

No. of employees on part-time

25

16

No. of employees converted into full-time equivalents

97

94

9.3%

13.6%

No. of permanent employees, year end

Vacated positions, other reasons, in %, start of year

Gender distribution according to position type (fig. 31)
2017

2016

Men

Women

Men

Women

Executive board

2

0

2

0

Branch managers

4

0

4

0

Mid-level managers

4

4

5

3

Board of directors

7

2

7

2

Age (fig. 32)
2017

2016

No.

Percent

No.

Percent

7

6.9

7

7.2

30-39 years

24

23.5

19

19.6

40-49 years

15

14.7

18

18.6

50-59 years

43

42.2

43

44.3

60 years -

13

12.7

10

10.3

Average age

48.0 år

Under 30 years

47.7 år
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sponsibility. We are aware of the inexpedient nature of this imbalance and
target numbers and policies for increasing the share of the underrepresented
sex in Merkur’s management have been
determined.
The concrete goal is that the proportion of female leaders be increased to
make up a min. of 33%, insofar as opportunity for this arises. The reason why the
policy goal has not been met is partially
due to the fact that rotation in the leading positions is limited. Vacant positions
are first and foremost occupied based
on qualifications, and unfortunately we
must note that we experience a limited
number of applications from qualified female candidates.
The average age at Merkur is relatively high. Seasoned employees are
deemed a significant resource, in that
they contribute with solid professional
experience, from which all other employees benefit. However, due to the future-

proofing of Merkur, we strive for an adequate spread in ages. In 2017, we have
recruited several new young employees,
which the increase of employees in the
age group 30-39 shows. See Figure 30,
31 og 32 page 62.

WAGES
Wage differentials in Merkur are small
compared to other companies in the financial sector. No result-driven pay supplements or bonuses are paid out, only
pay supplements based on an employee’s special qualifications or function.
The wages of full-time employees span
from starting salaries for trainees of DKK
23,931 to executive level pay at DKK
65,491. This means that the differential
between bottom and top has a factor of
2.74.

nating knowledge about e.g. ecological
economics and sustainable banking. We
regularly seek to engage decision makers and opinion formers in dialogue,
and we prioritise using resources on activities that generate societal value in a
broader perspective.
We have, for instance, in the most recent years been active at the People’s
Meeting (a national political festival) on
the island of Bornholm, at talks around
the country and through contributions
to debate-generating books. Furthermore, we are regularly sought out by researchers and students who would like
to use Merkur as empirical case-material. We are very open to such requests
insofar as they do not disrupt our daily
operations. Finally, Merkur contributes
to society through our payments to the
tax system. See Figure 33.

MERKUR AND SOCIETY
In addition to its day-to-day banking activities, Merkur is committed to dissemi-

Tax (fig. 33)
(DKK 1,000)

2017

2016

0

3,733

Financial services employer tax**

7,256

6,466

VAT***

5,180

4,831

Energy taxes, approx.

60

60

Total paid by Merkur

12,496

15,090

1,506

1,291

24

11

1,401

1,490

2,931

2,792

Corporate income tax paid by Merkur’s profits etc.*

COLLECTED BY MERKUR FROM CUSTOMERS ON BEHALF OF THE STATE:
Pension tax
Pension tax at the lifting of pension schemes
Labour market contribution concerning. pension contributions (employer schemes)
Total taxes / fees charged to customers

*Calculated deferred tax of the year’s result constitutes DKK 4.596m, total deferred taxes in the income statement constitute DKK 3.442m.
No taxes will be paid in 2017 due to the year’s loss.
** The financial sector pays, together with a very few other industries, a special payroll tax, i.e. a tax for employing people.
*** B
 anks, in contrast to production, trade, and service companies, are only VAT-registered in some areas of activity. This means that Merkur cannot deduct
the full VAT from purchases and acquisitions – from the above VAT amount Merkur has only been able to deduct approx. DKK 53,000 in 2017.
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Statement by the
Executive Board and
the Board of Directors
Today we have considered and adopted
the Annual Report for 1 January up to
and including 31 December 2017 for
Merkur Cooperative Bank.

position as of 31 December 2017, as well
as the profits of the bank's activities for
the accounting year 1 January – 31 December 2017.

This Annual Report has been prepared
in accordance with the Danish Financial
Business Act, including the Executive
Order on financial reports of credit institutions and investment companies etc.

The review contains in our opinion a
true and fair account of the development in the bank's assets and financial
circumstances, the year's profit and the
bank's financial position, as well as a
description of the most significant risks
and factors of uncertainty which the
bank faces.

It is our opinion that the annual report
provides a true and fair presentation of
the bank's assets, liabilities and financial

This Annual Report comprises green accounts as well as social accounts, which
Merkur is not obliged to prepare. We
certify that the green and social accounts give a true and fair view within
the framework of generally accepted
guidelines for such reports, insofar as
such guidelines exist.
We recommend that the Annual Report
be adopted by the shareholders in general meeting.
Copenhagen, 22 February 2018

EXECUTIVE BOARD:
Lars Pehrson

Jan Klarbæk (appointed)

BOARD OF DIRECTORS:
Morten Gunge (chairman)

Henrik Tølløse (vice chairman)

Annette Hartvig Larsen

Jakob Brochmann Laursen

Klaus Loehr-Petersen

Lene Diemer

Carsten Juul

Henrik Kronel

Søren Sivesgaard

The annual general meeting will be held 14 April 2018 in Aalborg.
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Independent
auditor’s statement

To the shareholders in Merkur Andelskasse

OPINION
In our opinion the financial statements
give a true and fair view of Merkur’s assets, liabilities and financial position at
31 December 2017, as well as of the results of the bank’s operations for the financial year from 1 January up to and
including 31 December 2017 in accordance with the Danish Financial Business
Act.
Our opinion is consistent with our
auditor’s records for the auditing committee and the Board.

BASIS FOR OPINION
We conducted our audit in accordance
with international auditing standards
(ISA) and additional requirements according to Danish audit legislation. Our
responsibilities according to these
standards and requirements are further
described in the section of the auditor’s
report entitled “Auditor’s responsibility
for auditing the accounts”. It is our opinion that the obtained audit evidence is
sufficient and suitable as the basis of
our opinion.

What has been revised
Merkur Cooperative Bank’s annual accounts for the financial year 1 January
through 31 December 2017 comprises
income statement and statement of
comprehensive income, notes, including accounting policies (“the accounts”).

Independence
We are independent of the cooperative
bank, in accordance with international
ethical standards for auditors (IESBA’s
Ethical standards) and the additional requirements that are applicable in Denmark; just as we have fulfilled our other
ethical obligations in accordance to
IESBA’s Ethical standards.

In our best judgement, no prohibited
non-auditing services have been provided, as described in article 5, section
1 in regulation (EU) No 537/2014.
Selection
We were first chosen as auditors for
Merkur Cooperative Bank on 1 April
2017 for the 2017 financial year.
KEY AUDITING MATTERS
Key auditing matters are those matters
that according to our professional evaluation were the most significant during
our audit of the accounts for 2017.
These matters have been treated as
part of our audit of the accounts overall
and the format of our opinion of said
accounts. We do not submit any separate opinion about these matters.
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KEY AUDITING MATTERS

HOW WE HAVE TREATED KEY AUDITING MATTERS

Impairments on loans
Loans are measured at amortised cost with a deduction for
impairments.
Impairments on loans are management’s best estimate
for the expected losses on loans as of the balance sheet
date on the basis of occurred events.
Assessments of impairment needs are conducted for all
loans based on management’s individual assessments, as
well as collective assessments of all loans without impairments. If management, when assessing a loan, ascertains
an objective evidence of impairment (OEI) based on occurred events (e.g. lack of payment at the maturity) and it
is deemed to have an impact on the size of the expected
payment from the customer, an impairment of the loan is
made. The collective assessment is conducted via a segmentation model, which has been developed by the Association of Local Banks in Denmark, and in which model estimates are adjusted to the credit risk for the cooperative
bank’s own loan portfolio.

We examined and assessed the business procedures prepared by the cooperative bank, incl. the credit section and
management’s involvement, which has been established
to ensure that loans with OEI are identified in a timely
manner and impairments are calculated in accordance
with the accounting provisions.

Impairments on loans are a key focus area because
management exercises significant estimates of whether to
carry out impairments on loans and the size of impairments on loans.
The following areas are key for the determination of impairments on loans:
• The cooperative bank’s procedures for ensuring the
completeness of registration of loans with OEI that are
included in the calculation of impairments.
• Significant preconditions and estimates used by management in the impairment calculations, including
principles for assessing collateral value of e.g. properties and guarantees that are included in the impairment calculations.
• The cooperative bank’s statement of collective impairments, incl. procedures for identifying and assessing
the effect of customers that on the balance sheet date
may have entered into significant financial difficulty,
but where this has yet to materialise in arrears or
other indications of OEI for the individual customer.
This includes management’s ability to assess the effect of the previous occurrences in relation to customers who as of the balance sheet date are affected by
prevailing market conditions.
We refer to note 33 concerning the description of the cooperative bank’s credit risk. We furthermore refer to the
description of estimates and uncertainties in note 2, as far
as assessment of collateral is concerned.

We assessed and tested the principles used by management when measuring collateral values of e.g. properties
and guarantees that are included in impairment calculations for loans with OEI. On the basis of the overall exposure to customers (both in loans, guarantees and financial
frameworks), we tested a random sample of the cooperative bank’s exposures. The random sample was risk based
and contained the cooperative bank’s largest loan, loans
with signs of weakness and loans with OEI. The random
sample furthermore contained randomly selected loans
For individually impaired loans, we tested whether timely
identification and registration of OEI. We also assessed
whether loans without OEI registration showed signs for
OEI.
For loans registered with OEI we likewise assessed the
cooperative bank’s valuation of collateral, the other future
cash flow as well as the implemented deductions for sales
cost and uncertainties that are included in the impairment
calculations. We challenged management’s assumptions
and estimates, e.g. by comparison with external data.
We went through the cooperative bank’s statement of collective impairments, incl. adjustment of the model’s estimates for credit risk of the cooperative bank’s own loan
portfolio and management’s assessments of the effect
from previous occurrences. We challenged the managerial estimates based on our knowledge of the portfolio
and the industry and actual economic situation.
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OPINION OF MANAGEMENT’S
REVIEW
Management is responsible for the
management’s review. Our opinion on
the financial statements does not comprise management’s review, and we express no form of opinion with certainty
concerning management’s review.
In association with or audit of the financial statement, it is our responsibility
to read management’s review and in
that connection consider whether management’s review is significantly inconsistent with the financial statement or
our knowledge obtained during the audit or in any other ways seems to contain material misstatements.
Our further responsibility is to consider whether management’s review
contains the required information in accordance with the Danish Financial
Business Act.
Based on the performed work, it is
our opinion that management’s review
is in accordance with the financial statement and has been prepared in accordance with the Danish Financial Business
Act. We have not found material misstatements in management’s review.
MANAGEMENT’S RESPONSIBILITY
FOR THE FINANCIAL STATEMENTS
Management is responsible for drafting
and presenting a financial statement
which gives a true and fair view in accordance with the Danish Financial
Business Act. This responsibility includes internal checks that are relevant
to the drafting and presentation of financial statements which gives a true
and fair view without material misstatements, whether or not a misstatement is
due to fraud or errors.
When drafting and presenting a financial statement, management is responsible for assessing the cooperative
bank’s ability to continue operations, to
inform about circumstances related to
continued operations, where this is relevant, as well as drafting and presenting
a financial statement on the basis of the
accounting principle related to contin-

ued operations, unless management either intends to liquidate the cooperative
bank, discontinue operations or does
not have any other realistic alternative
to doing so.
THE AUDITOR’S RESPONSIBILITY FOR
AUDITING THE ANNUAL ACCOUNTS
Our goal is to obtain a high degree of
assurance that the financial statement,
as a whole, is free from material misstatements, whether or not the misstatements are due to fraud or errors, and to
submit an auditor’s report with an opinion. A high degree of certainty entails a
high level of certainty but is not a guarantee that an audit, performed in accordance with ISA and additional requirements according to Danish audit
legislation, always will uncover misstatements when such are present. Misstatements can arise due to fraud or errors,
and may be considered material if they,
within reason, can be expected, individually or as a whole, to have influence on
the financial decisions that users of the
financial statement make based on said
statement.
As part of an audit that is performed
in accordance with ISA and additional
requirements according to Danish audit
legislation, we perform professional assessments and maintain professional
scepticism during the audit. In addition
to this, we:
• Identify and assess the risk of material
misstatements in the financial statement, whether or not these are due to
fraud or errors, perform the audit procedures as a response to these risks
and obtain audit evidence that is sufficient and suitable to form the basis of
our opinion. The risk of not discovering material misstatements caused by
fraud is higher than that of material
misstatements caused by errors, in
that fraud can include conspiracies,
documentation fraud, deliberate omissions, deception or neglect of internal
control.

•O
 btain an understanding of the internal control relevant to the audit in order to perform audit procedures that
are appropriate according to circumstances but not to express an opinion
on the efficacy of the cooperative
bank’s internal control.
•D
 ecide whether the accounting policies that are used by management
are appropriate, as well as whether
the accounting estimates and associated information that management
has presented, are reasonable.
•C
 onclude if management’s drafting
and presentation of the financial
statement based on the accounting
principle of continued operation is appropriate, as well as whether there, on
the basis of the obtained audit evidence, is significant uncertainty associated with events or conditions that
can cause significant doubt about the
cooperative bank’s ability to continue
operations. If we conclude that there
is significant uncertainty, we must in
our auditor’s report draw attention to
related information in the financial
statement or, if such information is insufficient, modify our opinion. Our
opinions are based on the audit evidence obtained until the date of our
auditor’s report. Future events or circumstances, however, may entail that
the cooperative bank can no longer
continue its operations.
•D
 ecide whether the overall presentation, structure and content of the financial statement, incl. information reported in the notes, as well as
whether the financial statements, reflect the underlying transactions and
events in such a manner as to present
a true and fair view hereof.
We communicate with the highest level
of management about e.g. the planned
extent and the chronological placement
of the audit, as well as significant auditing observations, incl. any significant
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shortfalls in internal control that we
identify during the audit.
We also submit a statement to the
highest level of management concerning how we have fulfilled ethical requirements related to independence,
and disclose any relations or other matters that reasonably could be thought
to influence our independence and,
where this is relevant, associated safety
precautions.

Based on the matters that have been
communicated to the highest level of
management, we determine which matters were most substantial in our audit
report, unless laws or other regulations
prohibit that the matter be made public,
or in the most rare of cases, when we
determine that the matter ought not be
communicated in our audit report because negative consequences from
such communication could reasonably

expected to weigh heavier than the advantages that public interest might enjoy from said communication.

PricewaterhouseCoopers
State-certified Accountant Company
CVR No. 3377 1231

Benny Voss
State-certified Public Accountant
Mne15009

Heidi Brander
State-certified Public Accountant
Mne33253

Copenhagen, 22 February 2018
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INCOME STATEMENT 2017
(DKK 1,000)

2017

2016

Note

Interest income

96,169

98,133

3

Interest expense

-7,304

-7,325

4

88,865

90,808

Net interest income

43

94

Fee and commission income

Dividends from shares etc.

48,310

41,117

5

Fees and commission paid

-6,500

-6,325

6

130,718

125,694

-5,606

9,513

437

428

-106,453

-92,587

8

-3,317

-1,796

10

Net interest and fee income
Securities and foreign exchange income
Other operating income
Staff costs and administrative expenses
Depreciation
Other operating expenses
Provisions for bad and doubtful debts
Value adjustments of holdings in associated undertakings
Profit before tax
Tax
Net profit for the year

-1,573

-388

11

-36,558

-17,007

12

-48

104

-22,400

23,961

3,442

-3,733

-18,958

20,228

-18,958

20,228

-18,958

20,228

-25

60

-1,084

0

Proposed distribution of net profit
Brought forward to next year
Statement of comprehensive income
Years profit
Other comprehensive income:
Exchange rate adjustment cooperative shares in Euro
Tilbageførselopskrivning ejendom
Tax on comprehensive income
Other comprehensive income after tax

Years comprehensive income

7

225

0

-884

60

-19,842

20,288

13
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BALANCE SHEET 31.12.2017
ASSETS (DKK 1,000)

2017

2016

559,279

45,244

53,626

498,586

14

Loans and advances

1,752,357

1,676,023

15-16

Bonds at fair value

1,051,568

747,770

17

0

49,918

18

30,730

46,711

19

Holdings in associated undertakings

2,935

3,337

20

Holdings in affiliated undertakings

1,078

1,070

21

Cash in hand and demand deposits with central banks
Due from credit institutions + deposits with central banks

Bonds at amortised cost
Shares etc.

Note

REAL ESTATE
Real estate (Investments properties)

0

3,800

Real estate (Domicile properies)

11,490

13,336

TOTAL REAL ESTATE

11,490

17,136

Other tangible assets

3,780

3,148

23

Actual tax assets

3,011

0

13

6,286

2,631

13

0

4,400

24

Other assets

57,782

47,114

25

Prepayments and accrued income

2,522

3,106

3,536,444

3,146,194

Deferred tax assets
Assets in temporary possession

TOTAL ASSETS

22
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BALANCE SHEET 31.12.2017 (CONTINUED)
EQUITY AND LIABILITIES (DKK 1,000)
Debt to credit institutions and central banks
Deposits
Current tax liabilities
Other liabilities

2017

2016

Note

83,539

86,436

26

3,065,809

2,675,996

27

0

389

13

28,231

22,813

3,177,579

2,785,634

164

292

1,472

1,416

300

300

1,936

2,008

Subordinated debt

40,987

41,604

SUBORDINATED DEBT

40,987

41,604

Cooperative sharecapital

166,829

156,364

Share premium account

90,446

82,100

0

859

4,708

4,708

TOTAL DEBT
Provisions for pensions and similar liabilities
Provisions for losses on guarantees
Provisions for other obligations
TOTAL PROVISIONS

28

29

EQUITY

Revaluation reserves
Other reserves
Brought forward

53,959

72,917

TOTAL EQUITY

315,942

316,948

3,536,444

3,146,194

Guarantees etc.

675,862

685,369

TOTAL OFF-BALANCE-SHEET ITEMS

675,862

685,369

TOTAL LIABILITIES AND EQUITY
OFF-BALANCE-SHEET ITEMS:
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STATEMENT OF CAPITAL 2017
(DKK 1,000)

2017

2016

156,364

129,848

Share capital:
Share capital, beginning of year
Capital increase

10,465

26,516

166,829

156,364

Value of shares, end of year

176.00

187.38

Price per Share of DKK 1,000

1.760

1.874

82,100

61,205

8,371

20,835

Share capital, end of year

Share premium account:
Share premium account, beginning of year
Share premiums from shares issued
Other comprehensive income

-25

60

90,446

82,100

Beginning of the year

859

859

Value adjustment of domicile property

-859

0

0

859

Other reserves, beginning of year

4,708

4,708

Other reserves, end of year

4,708

4,708

Share premium account, end of year
Revaluation reserves:

Revaluation reserves, end of year
Other reserves:

Profit brought forward:
Profit brought forward, beginning of year

72,917

52,689

Increased through net profit of year

-18,958

20,228

Profit brought forward, end of year

53,959

72,917

Breakdown:
Retained earnings, beginning of year
Year's profit
Other comprehensive income
Total comprehensive income
Other comprehensive income transferred to share premium account
Other comprehensive income, revaluation reserves

72,917

52,689

-18,958

20,228

-884

60

-19,842

20,288

25

-60

859

0

Year's profit

-18,958

20,228

Total

53,959

72,917

Note
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STATEMENT OF CAPITAL 2017 (CONTINUED)
(DKK 1,000)

2017

2016

Sharecapital

166,829

156,364

90,446

82,100

0

859

Share premium account
Revaluation reserves, real estate
Other reserves

4,708

4,708

53,959

72,917

315,942

316,948

Beginning of the year

21,396

19,704

Part of net profit of the year

-1,404

1,692

19,992

21,396

Brought forward from prior years
Total net capital
Other information about reserves
Free reserves (previous A-capital)

Total free reserves
Part of other reserves

2,353

2,353

22,345

23,749

Beginning of the year

51,520

32,984

Part of net profit of the year

-17,554

18,536

Total shareholders reserves

33,966

51,520

2,355

2,355

36,321

53,875

Total
Shareholders reserves (previous B-capital)

Part of other reserves
Total

Note
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INCOME STATEMENT 2017 – IN EURO
(EUR 1,000)
Interest income
Interest expense
Net interest income
Dividends from shares etc.
Fee and commission income
Fees and commission paid
Net interest and fee income
Securities and foreign exchange income
Other operating income
Staff costs and administrative expenses
Depreciation
Other operating expenses
Provisions for bad and doubtful debts
Value adjustments of holdings in associated undertakings
Profit before tax
Tax
Net profit for the year

2017

2016

Note

12,917

13,200

3

-981

-985

4

11,936

12,215

6

13

6,489

5,531

5

-873

-851

6

17,558

16,908

-753

1,280

59

57

-14,299

-12,454

8

-446

-242

10

7

-211

-52

11

-4,910

-2,288

12

-7

14

-3,009

3,223

463

-502

-2,546

2,721

13

75

76

ANNUAL REPORT 2017

MERKUR COOPERATIVE BANK

BALANCE SHEET 31.12.2017 – IN EURO
ASSETS (EUR 1,000)

2017

2016

Cash in hand and demand deposits with central banks

75,121

6,086

Due from credit institutions + deposits with central banks

7,203

67,066

14

235,372

225,446

15-16

141,244

100,584

17

0

6,715

18

4,128

6,283

19

Holdings in associated undertakings

394

449

20

Holdings in affiliated undertakings

145

144

21

Loans and advances
Bonds at fair value
Bonds at amortised cost
Shares etc.

Note

Real estate
Real estate (Investment properties)

0

511

Real estate (Domicile properties)

1,543

1,794

Total real estate

1,543

2,305

22

Other tangible assets

508

423

23

Actual tax assets

404

0

13

Deferred tax assest

844

354

13

0

592

24

7,761

6,337

25

339

418

475,006

423,202

Assets in temporary possession
Other assets
Prepayments and accrued income
TOTAL ASSETS
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BALANCE SHEET 31.12.2017 (CONTINUED) – IN EURO
EQUITY AND LIABILITIES (EUR 1,000)

2017

2016

Note

11,221

11,627

26

411,792

359,955

27

0

52

13

3,792

3,069

426,805

374,703

22

40

198

190

40

40

260

270

28

5,505

5,596

29

22,409

21,033

12,148

11,043

0

116

632

633

7,248

9,808

42,437

42,633

475,006

423,202

Guarantees etc.

90,780

92,057

TOTAL OFF-BALANCE-SHEET ITEMS

90,780

92,057

Due to credit institutions and central banks
Deposits
Current tax liabilities
Other liabilities
Total debt
Provisions for pensions and similar obligations
Provisions for losses and guarantees
Provisions for other obligations
Total provisions
Subordinated debt
Equity
Sharecapital
Share premium account
Revaluation reserves
Other reserves
Brought forward from prior years
Total net capital
TOTAL EQUITY AND LIABILITIES

OFF-BALANCE-SHEET ITEMS:
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Notes to income statement and balance sheet

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.

Significant accounting policies
Significant accounting estimates, assumptions and uncertainties
Interest income
Interest expenses
Fees and commission income
Fees and commission paid
Securities and foreign exchange income
Staff costs and administrative expenses
Other administrative expenses (breakdown)
Depreciation
Other operation expenses
Allowance
Tax
Due from credit institutions + deposits with central banks
Loans and advances
Credit risk
Bonds
Bonds at amortised cost
Shares etc.
Holdings in associated undertakings
Holdings in affiliated undertakings
Real estate
Other tangible assets
Assets In temporary possession
Other assets
Due to credit institutions and central banks
Deposits
Provisions for pensions and similar liabilities
Subordinated debt
Contingent liabilities
Statutory minimum capital
Capital ratio
Risk Management
Transactions with related parties within the financial year
Employees, full time eguivalents
Financial highlights
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Note 1 – Significant accounting policies

In accordance with the Financial Business Act, including the Executive Order for financial statements for credit institutions and investment companies.
The annual report is presented in Danish Kroner
and rounded to the nearest DKK 1,000.
The employed accounting policies are unchanged
compared to the annual report for 2016.

ALTERED PRESENTATION
In comparison to previous years, fee expenses
have been moved from the item “Other operating
expenses” to the item “Fees and commissions
paid”.
The fee expenses concern ”fees pertaining to ordinary banking operations”.
The move was done in consultation with the cooperative bank’s auditors.
Likewise, from the item ”Securities and foreign exchange income”, the result from market value adjustments has been moved to the item “Value adjustments of holdings in associated and affiliated
undertakings”.
In both cases, the comparative figures for 2016
have been corrected accordingly, and the changes
are without significance for the result and equity.
In the same connection, the asset items for the
above-mentioned operating items have been
moved from the item “Shares” to respectively
“Value adjustments of holdings in associated undertakings” and to “Value adjustments of holdings
in affiliated undertakings”.
The comparative figures from 2016 have been corrected in corresponding manner.

GENERAL COMMENTS ON RECOGNITION
AND MEASUREMENT
Assets are recognised in the balance as a result of
a past event making it probable that future economic benefits will flow to the cooperative bank
and when the value of the asset can be measured
reliably.

Liabilities are recognised in the balance when the
cooperative bank, as a result of a past event, has a
legal or actual liability and it is probable that future
economic benefits will flow from the cooperative
bank, and the value of the obligation can be measured reliably.

Commissions and fees that are part of continuous
service are accrued over the term.
Other fees are recognised in income on the transaction date.

MARKET VALUE ADJUSTMENTS
At initial recognition, assets and liabilities are
measured at fair value. However, intangible and
tangible assets at their initial recognition are measured at cost. Measurement after initial recognition
is effected for each item as described below.
Recognition and measurement takes into account
the foreseeable risks and losses that arise before
submission of the annual report, and which confirm or deny conditions existing at the balance
sheet date.
In the income statement, income is recognised as
it is earned, while expenses are recognised with
the amounts that concern the financial year. However, value gains on domicile properties are recognised directly in equity.

FOREIGN CURRENCY TRANSLATION
Transactions in foreign currencies are translated
initially at the transaction date. At the balance
sheet date the balance sheet date’s exchange rate
is used. Exchange rate differences arising between
the transaction date and payment date or the balance sheet date, respectively, are recognised in
the income statement as exchange rate adjustments.

INCOME STATEMENT
INTEREST, FEES, COMMISSIONS, ETC.
Interest income and expenses are recognised in
the income statement in the period to which they
relate.
Income from interest arising from impaired loans
has, in accordance with the regulations, been
moved from interest income to impairments.
Commissions and fees that are an integral part of
the effective interest rate for a loan are recognised
as part of the amortised cost and, therefore, as an
integral part of the loan in interest income.

Market value adjustments consist of realised and
unrealised market value adjustments on bonds
and shares. In addition to this the market value adjustments contains exchange rate adjustments as
well as any value adjustments on investment properties.

OTHER OPERATING INCOME
Other operating income comprises income of secondary character in comparison to the cooperative
bank’s principal activity.

EXPENDITURE ON STAFF AND ADMINISTRATION
Staff costs include wages, social security costs,
and pensions. Cost of services and benefits to employees are recognised as the employee’s performance of work tasks that confer the respective
services and benefits.
Amounts are allocated for specific staff liabilities,
for example maternity leave.
The cooperative bank has entered into an agreement on a pension scheme with the majority of its
employees. Fixed contributions are paid into retirement accounts in the cooperative bank or to a pension fund. The cooperative bank has no obligation
to make further contributions, and there are no
pension commitments besides the aforementioned.

OTHER OPERATING EXPENSES
Other operating expenses comprise expenses of
secondary character in comparison to the cooperative bank’s principal activity.

IMPAIRMENTS ON LOANS, RECEIVABLES
ETC.
Impairments on loans, receivables etc. comprise
losses and impairments on loans, losses and provisions on guarantees as well as losses and impairments concerning assets taken over.
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TAX
Income tax of the year, which comprises current
tax and changes in deferred tax, is recognised in
the income statement with the portion attributable
to the profit of the year, and directly to equity with
the portion attributable to entries directly to equity.
Current tax payable or receivable are recognised
in the balance sheet as tax calculated on the taxable income adjusted for tax paid on account.
Deferred tax is recognised on all temporary differences between book and tax values of assets and
liabilities. Deferred tax assets, including the tax
value of tax loss allowed for carryforward, are recognised in the balance with the value at which the
asset is expected to be realised, either offset
against deferred tax liabilities or net assets.

BALANCE SHEET
RECEIVABLES FROM CREDIT INSTITUTIONS AND CENTRAL BANKS

MERKUR COOPERATIVE BANK

Impairments are made as the difference between
the carrying value of the impairment and the present value of the expected future payment on the
loan, including the realisation value of any collateral.
To calculate the present value for fixed-interest
loans and receivables, the originally determined
effective interest rate is used. For variable-interest
loans and receivables, the current effective interest rate of the loan and receivables is used.
The impairment is calculated as the difference between the carrying value and the discount-to-netpresent value of expected future payments. Impairments on loans and receivables are entered
into an allowance account which is set off under
loans. In the income statement, impairments are
recognised under the item: Provisions for bad and
doubtful debts. Value adjustments and net operating costs related to assets taken over are likewise
entered here.

LOANS AND OTHER RECEIVABLES AT
AMORTISED COST

Collectively assessed loans
The cooperative bank uses LOPI’s model for calculating collective impairments.
All loans that are not individually assessed, as well
as the individually assessed loans that have not
given cause for impairments are comprised by the
collective assessment.

This accounting item consists of loans, where payout has happened directly to the lender.

BONDS

Loans are measured at amortised cost, which usually corresponds to the nominal value minus origination fees and any impairments for losses incurred but not yet realised.
Impairments on loans and receivables are made
both individually and group-wise.

Bonds traded in active markets are measured at
fair value. The fair value is determined using the
closing price for the market at the balance sheet
date (Designated as Valuation Category Level 1).
Unlisted bonds (incl. valuation category level 3) admitted at fair value determined on the basis of
what the transaction price would be in a transaction between two independent parties.

Receivables from credit institutions and central
banks include receivables from other credit institutions and time deposits with central banks.
The item is measured at fair value.

Individually assessed loans
Impairments for losses are made when there is objective evidence of impairment. Evidence of an impairment of a loan is present when one or more of
the following events have occurred:
• The borrower is in substantial financial difficulties.
• The borrower is in breach of contract, e.g. in the
form of non-performance on payment obligations
on payments and interest.
• When the cooperative bank accepts an easing of
the terms that would not otherwise be considered
had it not been for the borrower’s financial difficulties or
• It is likely that the borrower will suffer bankruptcy
or subject to some other form of financial restructuring.

Bonds with limited daily trading in active markets
are measured at amortised cost based on fair
value as of 1/7/2008. Those bonds - which represent only one ID code - categorised as a
“held-to-maturity” asset, implying that the difference between the fair value as of 1/7/2008 and the
redemption price at maturity is included in the income statement over the period as a linear increase in value. The holding “held-to-maturity”
bonds has been disposed of in 2017. Refer to note
18 in the accounts.

SHARES ETC.
Shares are measured at fair value determined by
the closing rate on the balance sheet date (Designated as Valuation Category Level 1).

Unlisted shares in companies that the cooperative
bank owns jointly with a number of other banks,
and where there is a continuous redistribution of
shares, the redistributions are deemed the principal market for the shares. The fair value is determined as the transfer rate (Designated as Valuation
Category Level 2).
The fair value of other unlisted or illiquid stocks are
based on available information on trades and similar or alternative capital calculations (Designated
as Valuation Category Level 2).
Unlisted equity investments for which it is not possible to calculate a reliable fair value are measured
at cost (Designated as Valuation Category Level 3).

HOLDINGS IN ASSOCIATED AND AFFILIATED UNDERTAKINGS
Equity investments in associates and affiliates are
recognised and measured under the intrinsic value
method (equity method), implying that the investments are measured at the proportionate share of
the intrinsic value
In the income statement, the cooperative bank’s
share of the companies’ profits after tax is recognised.
Merkur has ownership shares of at least 25 percent in two companies, these are named in the financial statement as associated companies.
Merkur has an ownership share of 6.6 percent in
Merkur Development Loans Ltd. The Chairman in
Merkur Developments Loans Ltd. is the same as
the Chairman in Merkur Cooperative Bank. These
holdings are named in the financial statements as
holdings in affiliated companies.

TANGIBLE PLANT AND EQUIPMENT
Tangible plant and equipment are measured initially at cost. Cost includes purchase price, costs
directly attributable to the acquisition, and preparation costs of the asset until the asset is ready to
be put into operation.
Investment properties
Investment properties are properties that are
owned in order to receive income from rent and/or
capital gains.
Investment properties are measured after initial
recognition at their revalued amount at fair value
in accordance with the principles of Annex 9 of the
Executive Order on Accounting. Changes in fair
value of investment properties are recognised in
the income statement.
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Domicile Properties
Domicile Properties are recognised after initial recognition at their revalued amount. Reassessment is
made so frequently that there are no significant
differences to the fair value.
External experts are involved in the measurement
of domicile properties. The cooperative bank’s
properties were most recently assessed in 2016.
Substantial increases in the domicile property’s revalued amount are recognised in revaluation reserve in equity. Significant decreases in value are
recognised in the income statement, unless there
is a reversal of previous revaluations. Depreciation
is provided on the basis of the revaluation. Domicile properties are depreciated over a period of 50
years.

costs relating to subsequent financial year. Prepayments are measured at cost.

DEBT TO CREDIT INSTITUTIONS AND CENTRAL BANKS
Debt to credit institutions and central banks are
measured at amortised cost which usually corresponds to nominal value.

OTHER LIABILITIES
Other liabilities comprise liabilities that are not already placed in other entries concerning liabilities
in the financial statement. The item includes costs
that are due after the end of the financial year
hereunder interests payable.

PROVISIONS
Other tangible assets
Other tangible assets are measured at cost less accumulated depreciation and amortisation. Straightline depreciation based on the following assessment of the remaining assets estimated useful
lives:
IT equipment and machinery
Tools and equipment
Leasehold improvements
Air conditioners
Windmills

3 years
3 years
5 years
10 years
10-25 years

ASSETS IN TEMPORARY POSSESSION
Assets in temporary possession comprise material
assets taken over in connection with distressed
commitments. The assets are measured at the lowest carrying value or fair value less selling value.
Assets are only temporarily in the cooperative
bank’s possession. Assets and the associated liabilities are recognised separately in the balance
sheet.
Any value adjustment of the assets in temporary
possession is recognised in the income statement
under impairments on loans and receivables.

OTHER ASSETS
Other assets comprise assets that are not already
placed in other entries concerning assets in the financial statement.
The item concerns security deposits for rented
space, deposits in the cooperative banks data centre, as well as receivables due after the end of the
financial year. This includes revenue from interests
recievable.

PREPAYMENTS AND ACCRUED INCOME
Prepayments recognised under assets include

Commitments and guarantees which are uncertain
as to size or timing of winding up are recognised
as provisions when it is probable that obligation
will require an outflow of the cooperative bank’s
economic resources and the commitment can be
reliably measured. The commitment is determined
at the present value of the costs that are necessary
to meet the commitment.

SUBORDINATED DEBT
Subordinated debt is measured at amortised cost.

CONTINGENT LIABILITIES
Contingent liabilities consists of guarantees the cooperative bank has issued. Guarantees are continuously reviewed and evaluated to assess whether
there is an objective evidence of impairment.
Provisions on guarantees are placed under provisions on the balance sheet.

FUTURE ACCOUNTING RULES
At the time of publication of this annual report the
accounting standard IFRS 9 has entered into force
from 1 January 2018 and replacing the accounting
standard IAS 39. The accounting standard IFRS 9
significantly changes the current ruleset regarding
classification and the measuring of financial assets, impairments and to a certain extent hedge
accounting.
The general provisions of IFRS 9 will similarly be
incorporated in the Danish Executive Order and
supplemented by special Danish impairment rules
in Executive Order on the Presentation of Financial
Statements, Annex 10, which fulfil the general principles of IFRS 9.
The adjusted Danish Executive Order takes effect
at the same time as the IFRS 9, the accounting period beginning 1 January 2018.

The IFRS 9 rules concerning financial instruments,
that is incorporated into the Danish Executive Order determines the following on classification and
measuring as well as impairments on financial assets:
IFRS 9 classification and measuring:
According to IFRS 9 the classification and measuring of financial assets is conducted on the basis of
the business model of the financial assets and the
contractual cash flows relating to the financial assets.
Financial assets, that are kept to generate the contractual cash flows, and where the contractual payments consists only of interests and repayments
on the amount that is owed, are measured according to the time of initial recognition at amortised
cost.
With IFRS 9, the current impairment model based
on incurred losses (“incurred loss” model) will be
replaced by an impairment model based on expected losses (“expected loss” model). The new
expectations-based impairment model implies that
a financial asset on initial recognition is impaired
by an amount equal to the expected credit loss for
12 months (stage 1). If subsequently a significant increase in credit risk occurs in relation to initial recognition, the asset is impaired by an amount corresponding to the expected credit loss in the expected remaining time to maturity (stage 2). Where
the asset is ascertained as impaired (stage 3), the
asset is impaired unchanged at an amount corresponding to the expected credit loss in the asset’s
remaining time to maturity, that will be larger than
in stage 2, and revenue from interests will be
weighed into the income statement according to
the method of the effective interest concerning the
impaired amount.
Impairments on customers/facilities in stage 1 and
stage 2 apart from weak stage 2 customers/facilities are conducted on a portfolio based calculation
a manual and individual assessment I employed
with regards to impairments on weak stage 2 customers/facilities and stage 3 customers/facilities.
The portfolio based calculation is conducted on the
basis of a PD-model (“Probability of Default”),
which is developed and maintained at Merkur’s
data centre BEC, and supplemented by a forward-looking macroeconomic module, developed
and maintained by the Association of Local Banks.
The forward-looking module generates a number
of adjustment factors that are multiplied with the
data centres “rough” PD values which are then adjusted according to the starting point.
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Note 2 – Significant accounting estimates,
assumptions and uncertainties

The financial statements are prepared based on
certain assumptions that require the use of accounting estimates. These estimates are made by
management in accordance with accounting policies and based on historical experience, as well as
assumptions, that management considers reasonable and realistic. The assumptions may be incomplete, and unexpected future events or circumstances may occur, just as other people might have
arrived at other estimates. The areas involving a
higher degree of assessment or complexity, or areas where assumptions and estimates are material
to the financial statements, are listed below.
In preparing the financial statements management
makes various accounting assessments that form
the basis for presentation, recognition and measurement of the cooperative bank’s assets and liabilities. The financial statements are prepared in
accordance with the principle of going concern on
the basis of the current practice and interpretation
of the rules for Danish banks. The significant estimates made by management in connection with
the recognition and measurement of these assets
and liabilities, and the material uncertainties related to the preparation of the annual report for
2017 are
• Measurement of loans
• Measurement of investment properties
and domicile properties
• Measurement of assets in temporary possession
• Matters specific to the bank

MEASUREMENT OF LOANS
As a result of the current and recent years’ economic uncertainties, the valuation of collateral in
the cooperative bank’s commitments remains subject to uncertainty, and the collateral in commercial
real estate are greatly affected by the present estimates of returns in the property market.
Impairments are calculated in accordance with the
Executive Order on Accounting Annex 10 with
guidelines and estimated collateral values. The
values are in some cases determined in an illiquid
market, where knowledge of the real commercial
and mortgage lending values is very sparse.
A decisive factor for impairments of agricultural
commitments is the value of the agricultural land.

In the impairment calculations on agricultural commitments, where objective evidence of impairment
is assessed, the maximal hectare price applied corresponds to the price that the DFSA has announced for the area.
For personal customers, there is uncertainty associated with the determination of impairments.
Since for a part of the customers, it can be seen
that, although they currently pay interest on their
loans, additional requirements for repayment or interest will limit their ability to perform. In addition,
there is the risk that a number of homeowners will
not be able to dispose of their homes without a
loss.
For loans and receivables that are not individually
impaired, a collective assessment is made of
whether there on group level is any objective evidence of impairment.
The collective assessment is made for groups of
loans and receivables with similar characteristics in
terms of credit risk. The cooperative bank operates
with two groups: one group of retail customers and
one group for corporate customers.
The collective assessment is based on a segmentation model, developed by the Association of Local Banks, which is responsible for ongoing maintenance and development of the model. The segmentation model determines the relationship of
the individual groups between losses and a number of significant explanatory macroeconomic variables through a linear regression analysis. The explanatory macroeconomic variables are unemployment, housing prices, interest rates, number of
bankruptcies / foreclosures etc.
The macroeconomic segmentation model is basically calculated on the basis of loss data for the entire banking sector. The cooperative bank has
therefore assessed whether the model estimates
should be adjusted to the credit risk for its own
lending portfolio.
The cooperative bank has assessed that the model’s estimates correspond to its own circumstances.

The model’s estimates form the basis for calculating group-wise impairments. For each group of
loans and receivables, an estimate which reflects
the percentage-wise impairment associated with a
given group of loans and receivables at the balance sheet date. By comparing with an original individual loan’s loss risk and loan loss risk at the beginning of the current accounting period, the individual loan’s contribution to the collective impairment appears. Impairment is calculated as the difference between the carrying value and the discount-to-net-present value of expected future payments.

MEASUREMENT OF DOMICILE
PROPERTIES
Investment properties and domicile properties,
where a significant estimate is involved in determining a commercial requirement for disposal of
the property within a 6-month period, including
sales efforts.

MEASUREMENT OF DEFERRED TAX ASSETS
Deferred tax assets are recognised for all unutilised tax losses, to the extent that it is deemed
probable that a tax profit will be realised within a
foreseeable future, against which the losses can
be offset.

MATTERS SPECIFIC TO THE BANK
The measurement of unlisted shares and certain
bonds are only to a lesser degree based on observable market data. In addition, a number of unlisted shares have not been traded for several
years. Measurement of unlisted shares and bonds
has been determined at estimated market value
and is therefore subject to uncertainty.
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2017

2016

38

13

Loans

93,366

94,065

Bonds

2,533

3,953

232

102

96,169

98,133

3,444

2,025

INTEREST INCOME
Credit institutions and central banks

Other interest income
Total
Merkur has no daughter companies or branches abroad. Revenue in Denmark can
be determined to DKK 144,766. Merkur has received no public grants during the financial year. Concerning the interest income on loans a certain classification of geographical markets exists, since the cooperative bank besides Danmark also has interest income from Finland, Germany, Sweden and Norway. The income is negligible
compared til the cooperative bank´s overall activity and the extent of the foreign activities is described in the managerment´s review.
NOTE 4

INTEREST EXPENSES
Credit institutions and central banks
Deposits

1,530

3,070

Subordinated debt

2,326

2,223

Other interest expenses

4

7

7,304

7,325

5,713

4,405

Payment handling

7,386

7,230

Loan business, fees and charges

5,634

4,745

Guarantee commission

16,379

12,999

Other charges, fees and commission income

13,198

11,738

48,310

41,117

386

335

Total
NOTE 5

FEES AND COMMISSION INCOME
Securities trade and securities in account

Total
NOTE 6

FEES AND COMISSION PAID
Remuneration of external valuators

377

415

International fees, Visa and Mastercard

Interbank transaction fees

1,422

1,072

Orher fees, pension systems m.v

1,499

1,796

Fees Dankort and NETS

1,749

2,194

Fees Mobile Pay

1,067

377

Paid guarantee commission
Total

0

136

6,500

6,325
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2017

2016

0

-1,460

Bonds

-4,156

6,751

Shares etc.

-3,311

2,208

Foreign exchange income

1,861

2,014

-5,606

9,513

SECURITIES AND FOREIGN EXCHANGE INCOME
Value adjustments investment properties

Total
NOTE 8
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STAFF COSTS AND ADMINISTRATIVE EXPENSES
Salaries and renumeration of board of directors, executive board and shareholders committee:
Board of directors

1,074

948

Executive board

3,054

1,695

Total

4,128

2,643

Salaries

47,911

41,813

Pension costs

5,066

4,549

Staff costs and administrative expenses:

Financial services employer tax
Total

Other administrative expenses (note 9)
Total staff costs and administr. expenses

7,561

6,802

60,538

53,164

41,787

36,780

106,453

92,587

Total staff costs includes renumeration of board members for other services than the
work in the board, t. DKK 95. The cooperative bank does not make use of performancebased pay. Neither for management, board nor employees. The cooperative bank has not
taken on any pension obligation conceming the executive management’s pensions in
addition what follows normal terms of employment for employees at Merkur.
Breakdown of remuneration to the board of directors and executive management
Board of Directors
Morten Gunge, Chairman

179

221

Henrik Tølløse, Vice Chairman*

182

117

Jacob Brochmann Laursen*

173

111

Klaus Loehr-Petersen

88

82

Lene Diemer

116

89

Annette Hartvig Larsen

84

82

84

82

Employee-elected directors:
Carsten Juul
Henrik Kronel

84

82

Søren Sivesgaard*

84

82

1,074

948

Total
*=constitutes the board’s audit committee
The board of directors remuneration does not contain variable elements
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2017

2016

784

763

0

0

86

85

562

763

1,337

0

STAFF COSTS AND ADMINISTRATIVE EXPENSES (CONTINUED)
Management:
Lars Pehrson, CEO
Fixed remuneration incl. free phoning and insurance
Variable remuneration
Pension
Asbjørn Andersen, CFO and COO (resigned 20/9 2017)
Fixed remuneration incl. free phoning and insurance
Remuneration, pension, free phoning and insurances during the notice period
Variable remuneration

0

0

Pension

61

84

202

0

Jan Klarbæk, appointed director from 20/9 2017
Fixed remuneration incl. free phoning and insurance
Variable remuneration
Pension
Total remuneration, incl. free phoning and insurance

0

0

22

0

3,054

1,695

Significant risk takers:
4,582

4,473

Variable remuneration

Fixed remuneration

0

0

Number of employees with influence on risk profile:

7

7
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2017

2016

24,955

20,084

Other IT costs and telephone

886

848

Office equipment, paper line etc.

997

1,735

Postage

137

305

OTHER ADMINISTRATIVE EXPENSES
IT-costs, BEC

587

451

Education, traning and other staff related costs

Travel costs etc.

2,407

3,453

Rent etc.

3,725

3,175

784

945

Maintenance of offices etc.
Insurances

337

312

Membership fees, banking associations etc.

986

1,015

465

479

Marketing

Merkurs client magazine

3,216

3,255

Audit* and solicitors fees

2,297

718

Other costs, incl. VAT regulation
Total

8

5

41,787

36,780

* Fee paid to the statutory auditor
Statutory audit of the annual report(PwC)
Statutory audit of the annual report(Beierholm)
Other assurance engagements with collateral(PwC)
Other assurance engagements with collateral(Beierholm)

413

0

0

540

37

0

0

50

Taxation advice(PwC)

0

0

Taxation advice(Beierholm)

0

10

100

0

43

0

593

600

Real estate domicile properties

276

314

Nedskrivning domicilejendom

752

0

Machinery and equipment

1,149

1,009

Leasehold improvments

1,140

473

3,317

1,796

Other services(PwC)
Other services(Beierholm)
Total fee to the firm of auditors elected by the AGM
performing the statutory audit
Honorarer for andre ydelser end lovpligtig revision leveret af PwC består
af lovpligtige erklæringer overfor forskellige offentlige myndigheder, ekstra
arbejde vedrørende finanstilsynsbesøget samt diverse anden rådgivning.
NOTE 10

DEPRECIATION

Total
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2017

2016

Contribution to Danish Deposit Guarantee Fund

52

15

Investment properties expenses

21

373

OTHER OPERATING EXPENSES

Option premium for selling DLR shares

1,500

0

Total

1,573

388

Accumulated impairments, at January 1

50,372

47,479

Impairment charges

37,062

17,456

Reversal of impairment charges from previous years impairment

-3,522

-7,794

ALLOWANCE
Individual impairment, loans and guarantees

Write offs

-14,885

-6,769

Accumulated individual impairments, end of year

69,027

50,372

Accumulated impairments, at January 1

4,909

3,982

Impairment charges

-1,693

927

Accumulated collective impairments, end of year

3,216

4,909

Accumulated impairment changes

16,961

3,820

Write offs, previously impaired

14,885

6,769

Direct write offs, not previously impaired

6,712

4,017

Income from prior years write-offs

-246

-739

29

4,183

Collective impairment, loans and guarantees

Total impairments + write offs of the year

Costs and value adjustments, assets in temporary possesion
Interest from impairments

-1,783

-1,043

36,558

17,007

Percentage of loans and guarantees

2,9

2,3

Impairment charges and write offs of the year

1,5

0,7

52,357

29,578

2,1

1,2

Loans with objective evidence of impairment, before impairment

157,563

133,713

Loans with objective evidence of impairment, after impairment

88,536

83,341

Total impairments + write offs of the year
Accumulated impairments, percentages

Loans with zero-interest and loans with reduced interest due to borrowers financial problems
Percentage of loans and guarantees
Further information on loans with impairment
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2017

2016

0

-4,418

Adjustment of deferred tax

4,670

690

Adjustment of deferred tax previous years

-1,241

0

13

-5

3,442

-3,733

-15.4

-15.6

-22,400

23,961

Hereof calculated tax at a 22 percent tax rate

4,928

-5,271

Changes in deferred tax previous years

-1,241

0

-258

0

TAX
Current tax

Adjustment of tax previous years
Total
Effective taxe rate of the year's profits comprise
Accounting profit before tax

Permanent differences
Adustment paid tax

13

1,538

Tax on years profit

3,442

-3,733

1,297

2,631

Deferred Tax Assets
Other
Tax loss to carry forward

4,989

0

Deferred assets total

6,286

2,631

Tax receivables/liabilities (2016)
Calculated tax on years profit
Tax paid in advance
Paid dividend tax
Tax receivables total
NOTE 14

0

4,418

-3,009

-4,018

-2

-11

-3,011

389

53,126

498,586

500

0

53,626

498,586

0

468,042

DUE FROM CREDIT INSTITUTIONS AND CENTRAL BANKS
Broken down by time to maturity
Due on demand
From 1 to 5 years
Total
Broken down by credit institutions
Due from central banks
Due from credit institutions

53,626

30,544

Total

53,626

498,586
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2017

2016

253,408

297,694

LOANS AND ADVANCES AT AMORTISED COST
Broken down by time to maturity
On demand
Maturity up to 3 months

73,063

61,354

Maturity 3-12 months

111,724

99,385

Maturity 1-5 years

454,810

438,362

Maturity more than 5 years

859,352

779,228

1,752,357

1,676,023

0.0

0.0

10.6

8.6

4.8

4.5

2.3 Energy

4.9

6.9

2.4 Building and construction

2.0

1.9

Total
Maturity based on fixed criteria; advances with no fixed date of expiry are
classed ”on demand”
NOTE 16

CREDIT RISK
Loans, advances and guarantees by sector and industry
Loans and gurantees in % end year
1. Public sector
2. Corporate sector
2.1 Agriculture, hunting, forestry and fishery
2.2 Industry and mining

2.5 Trade

1.2

1.1

2.6 Transport, hotels and restaurants

0.4

0.4

2.7 Information and communication

0.4

0.4

2.8 Credit, finance and insurance

1.3

0.9

2.9 Real estate

11.1

10.2

2.10 Others

6.5

7.3

2.10 Schools and kindergardens
Total corporate sector
3. Personal customers
1-3 Total
NOTE 17

12.1

11.3

55.3

53.5

44.7

46.5

100.0

100.0

1,040,483

737,630

11,085

10,140

1,051,568

747,770

121,280

51,329

BONDS
Mortgagebank and ship mortgage bonds (level I)
Foreign bonds (level I and III)
Total
Due next year
Bonds are valued at market value (Stock Exchange value 31.12.2017). A reposotory
has been set up, which is prepared to be pledged to Central Bank as security for
potential loans. This repository contains bonds at a nominal value of t.DKK 149,792.
Drawings on Central Bank, 31 dec 2017( clearing balances note 26) is covered by
collateral and cash deposits.
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2017

2016

Danish Ship Finance 2018, sold

0

49,918

Total

0

49,918

The bonds at fair value (market cap)

0

50,075

Interest rate income from portfolio, recognised in the income statement

0

19

BONDS AT AMORTISED COST

Price adjustments from the portfolio, recognised in the incomestatement

150

82

Total recognised in the Income Statement

150

101

28,578

39,760

SHARES ETC.
Shares (niveau I and II)
Other investments (Niveau I and III)
Total

2,152

6,951

30,730

46,711

INVESTMENT PORTFOLIO
Credit institutions:
26,051

37,277

Folkesparekassen*

DLR Kredit A/S

327

327

Triodosbank, The Netherlands

423

412

39

39

GLS Gemeinschaftsbank, Germany*

26

28

Banca Etica, Italy

Freie Gemeinschaftsbank, Swizerland*

744

743
1,059

Cultura Sparebank, Norway*

980

Ekobanken, Sweden*

303

311

Sparinvest Holding SE A shares

430

396

Danish sector companies:
VP A/S

11

11

Bankernes Kontantservice A/S

0

168

BEC*

0

4,670
106

Let-P Holding A/S

115

Swipp Holding ApS

117

3

Bokis A/S

14

12

PRAS A/S

601

560

Strategic partners:
1

1

SEFEA - Societá Europea Finanza Etica ed Alternativa, Italy*

Trion Geldberatungsgenossenschaft, Germany*

257

297

Sustainability Finance Real Economies SICA

219

219

Shared Interest Society Ltd., UK

17

18

Oikocredit, The Netherlands

27

26

SIDI, France

28

28

30,730

46,711

Total
* Other equity investment is marked with an asterisk
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NOTE 20

2017

2016

559

559

HOLDINGS IN ASSOCIATED UNDERTAKINGS
Plasticueros ApS

Share of capital, %

Share capital EUR

37.5

200,000

Total acquisition price, beginning of year
Acquisitions and disposals
Total acquisition price, end of year
Value adjustments, premium and exchange rate

0

0

559

559

89

51

Share of result

-8

38

Value adjustments, end of year

81

89

640

648

3,525

3,525

0

0

3,525

3,525

Value adjustments, premium and exchange rate

-836

-580

Value adjustments this year

-346

-343

Book value at the end of the year
Important conditions:
Balances (loans in euros) is agreed om Merkur´s normal conditions. The company
is „owning“ a solar power plant in Spain“. The acquisition has been made for the
purpose of reducing Merkur’s CO2 impact.

Söderhof Windmill I/S, Germany

Share of capital, %

Share capital EUR

25.0

1,009,522

Total acquisition price, beginning of year
Acquisitions and disposals
Total acquisition price, end of year

-48

87

Value adjustments, end of year

Share of result

-1,230

-836

Book value at the end of the year

2,295

2,689

Important conditions:
The company’s activity is ownership of a windmill in Germany. The acquisition
occurred in connection with the redemption of a non-performing loan.
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NOTE 21

2017

2016

1,000

1,000

0

0

1,000

1,000

70

58

8

12

78

70

1,078

1,070

Fair value, beginning of year

3,800

5,260

Acquistions during the year

HOLDINGS IN AFFILIATED UNDERTAKINGS
Merkur Development Loans Ltd

Share of capital, %

Share capital DKK

6.6%

15,000,000

Total acquisition price, beginning of year
Acquisitions and disposals
Total acquisition price, end of year
Value adjustments, premium and exchange rate
Share of result
Value adjustments, end of year
Book value at the end of the year
NOTE 22

PROPERTY AND BUILDINGS
Investment properties
-3,800

0

Impairment to fair value

0

-1,460

Fair Value, year end

0

3,800

Reassesed value at the end of most recent financial year

14,960

11,998

Impairments during the year

-1,836

0

266

2,962

13,390

14,960

1,624

1,310

Domicile properties

Acquistions during the year
Reassesed value before depreciation
Depreciation, beginning of year

276

314

Depreciation, end of year

Year's depreciation

1,900

1,624

Reassesed value year end

11,490

13,336

Total property exposure

11,490

17,136

A realtor has assisted in the valuation of investment and domicile properties.
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(DKK 1,000)
NOTE 23

2017

2016

Cost, beginning of year

14,541

11,533

Additions

2,921

3,007

Cost, end of year

17,462

14,540

Depreciations, beginning of year

11,392

9,911

Depreciations during year

2,290

1,481

13,682

11,392

3,780

3,148

0

4,400

9,526

8,169

47,530

38,286

726

659

57,782

47,114

82,845

75,264

694

11,172

83,539

86,436

81,830

73,270

1,709

13,166

83,539

86,436

MACHINERY AND EQUIPMENT AND ASSETS IN TEMPORARY POSSESSION

Depreciations, end of year
Book value, end of year
NOTE 24

ASSETS IN TEMPORARY POSSESSION
Buildings taken over from clients, to be sold

NOTE 25

OTHER ASSETS
Miscellaneous receivables
Rentdeposit as well as deposit with IT supplier
Receivable interest
Total

NOTE 26
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DUE TO CREDIT INSTITUTIONS AND CENTRAL BANKS
Broken down by time to maturity:
On demand
Over 5 years
Total
Broken down by creditor:
Due to central banks
Due to credit institutions
Total
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NOTE 27

2017

2016

2,605,223

2,216,038

Up to 3 months

93,352

39,643

3-12 months

31,463

81,464

1-5 years

89,142

98,951

DEPOSITS
Broken down by time to maturity:
On demand
Deposits on notice:

Over 5 years
Total

246,629

239,900

3,065,809

2,675,996

2,478,598

2,125,805

226,381

180,279

33,413

41,681

Broken down by type of deposit
On demand
Deposits with notice
Time deposits
Special deposits
Total
NOTE 28

328,231
2,675,996

1,472

1,416

164

292

PROVISIONS FOR OBLIGATIONS
Provision for losses on guarantees
Provisions for pensions and similar obligations
Provisions for other obligations

300

300

1,936

2,008

Subordinated loan capital

40,987

41,604

Total

40,987

41,604

Subordinated debt included in the capital base

37,780

41,733

Interest

2,326

2,223

Total provisions for obligations
NOTE 29

327,417
3,065,809

SUBORDINATED DEBT

Subordinated debt
Subordinated debt that represents more than 10% of the total subordinated
debt can be specified as follows:

Size (t. DKK)

Currency

Interest rate*

Duedate

7.445

EUR

4,32

15.10.2020

7.445

EUR

5,00

30.04.2022

7.572

NOK

4,51

08.06.2025

15.000

DKK

6,75

24.06.2025

* the rate of interest is variable - the rate mentioned is at Dec. 31, 2017.
There are no special or alternative terms and conditions relating to faster
repayment for the above-mentioned subordinated debt. The subordinated
debt is amortisable.

MERKUR COOPERATIVE BANK

(DKK 1,000)
NOTE 30

ANNUAL REPORT 2017

2017

2016

Financial guarantees

215,783

305,554

Loss guarantees for mortgage loans

340,598

301,878

97,953

62,020

CONTINGENT LIABILITIES
Guarantees

Registration and conversion guarantees
Other guarantees

21,528

15,917

Total guarantees

675,862

685,369

669,719

727,191

153,567

175,283

2,784

878

Other obligating agreements
Unutilised loan commitments
Merkur can terminate loan commitments without warning
Collateral
Of the total bond holding, the value of bonds charged is:
Collateral for clearing and credit facility at the Danish Central Bank
Contractual obligations
As a member of BEC, Merkur is obliged to pay a termination of service allowance.
Like other Danish banks, Merkur is liable for losses in the guarantee and decommissioning
funds (Garantiformuen and Afviklingsformuen). The latest statement of Merkur’s share of
the guarantee to the decommissioning fund’s losses constitute 0.007%.
Rent obligations according terms of notice for rented apartments.
Law suits etc.
Merkur has as part of its ordinary operations from time to time been involved in disputes
etc. These risks are assessed continuously by. Merkur’s management and any potential
provisions for losses are made based on an assessment of the risk for losses.
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2017

2016

170,258

158,975

315,942

316,948

STATUTORY MINIMUM CAPITAL
§124, section 2, Financial Business Act
Capital base
Net capital, end of year
Deduction, tax assets

-4,989

0

Subordinated debt, with deductions for terms of less than 5 years

37,780

41,733

Deduction for shares in credit institutions

-1,078

-10,559

Value adjustment, according to the requirement for prudent valuation

-1,095

0

346,560

348,122

315,942

316,948

-4,989

0

Other deductions

-1,078

-10,559

Value adjustment, according to the requirement for prudent valuation

-1,095

0

308,780

306,389

Capital base, end of year
NOTE 32

SOLVENCY RATIO (LEGAL DEMAND MINIMUM 8%)
Composition of capital
Core capital
Deductions in core capital:
Deduction, tax assets

Core capital
Subordinated capital

37,780

41,733

346,560

348,122

1,692,599

1,684,142

Weighed items, operational risk

277,718

211,338

Weighted items with market risk

157,909

91,704

2,128,226

1,987,184

Total capital base
Weighted items
Credit risk

Total risk exposure
Capital ratio, %

16.3

17.5

Core capital ratio, %

14.5

15.4
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(DKK 1,000)
NOTE 33
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2017

2016

FINANCIAL RISK AND POLICIES AND GOALS FOR MANAGING FINANCIAL RISKS
Risk management
Merkur is exposed to different types of risks. The purpose of the cooperative bank’s risk management is to minimise the losses
that can arise as a consequence of e.g. unpredictable developments in the financial markets or within the loan areas in which
Merkur is active. Merkur continuously develops its tools to identify and manage the risks that impact the cooperative bank from
day to day.The board sets the overall framework and principles for risk and capital management and continuously receives reports
on the development of risks and the use of the assigned risk parameters. The day-to-day risk management is carried out by the
executive board and other senior employees.
Credit risk
The most significant risks in the cooperative bank credit risk that is the risks the cooperative bank assumes in connection with lending
activities. The cooperative bank’s risk management policies are designed to ensure that transactions with customers and credit institutions continue to remain within the board’s approved framework and security expectations. Furthermore, rules have been adopted
that limit the exposure in connection with any credit institution with which the cooperative bank has business dealings. The cooperative bank monitors all loans and guarantees. The cooperative bank divides its customers into risk classes (credit rating). A table of this
is to be found in the management review in the chapter Finances and organisation.
Description of collateral
In accordance with Merkur’s credit policy, loans are sought to be covered by collateral, which as a main rule happens by using real estate, movable property and/or claims as security. In addition, a company’s shares may be used as security or a letter of subordination,
as well as guarantees.
Market risks
The cooperative bank’s market risks are managed through determined limits for a number of risk measurements. The calculations and
monitoring occurs on a daily basis. The reporting is drawn up by the cooperative bank’s financial department. The executive board receives a daily report on risks. The Board receives reports on developments in market risk on a monthly basis.
Currency risks
The cooperative bank carries accounts in foreign currencies for some individual customers and in connection with the cooperation
with Triodos Bank, GLS Gemeinschaftbank, Cultura Sparebank and Ekobanken, the cooperative bank carries accounts in EUR, NOK
and SEK respectively. Finally, the cooperative bank carries some individual accounts in other main currencies. The cooperative bank’s
policy continues to be to maintain a neutral currency position. In practical terms, small positions may occur, which do not entail any
substantial risk.
2017

2016

Assets in foreign currencies

-74,920

-45,356

Liabilities in foreign currencies

82,260

42,228

-297

-18

7,043

-3,146

-522

-3,146

Non-balance-sheet items in foreign currencies
Net positions
Of which are long positions
Of which are short positions = Currency Indicator 1
Currency Indicator 1 in percentage of core capital after deductions

7,565

0

2.4

1.0

Interest rate risk
The interest rate risk is calculated in accordance with the Danish Financial Supervisory Authority’s guidelines. The cooperative bank’s
interest rate risk arises primarily by the placement of excess liquidity in variable and fixed rate bonds. The interest rate risk may, pursuant to Merkur’s policy, constitute 3% of the capital base after deductions. The capital base after deductions has been calculated at
DKK 308,780. The interest rate risk must therefore constitute a maximum of DKK 9,263,000. At year-end, the interest rate risk was calculated to be DKK 196,000.
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(DKK 1,000)
NOTE 33

2017

2016

FINANCIELLE RISICI OG POLITIKKER OG MÅL FOR STYRINGEN AF FINANSIELLE RISICI (FORTSAT)
The interest rate risk is calculated based on the following:
Securities

1,312

1,076

Fixed rate deposits and loans

-1,116

-1,668

196

-592

DKK

265

-379

EUR

-188

-213

NOK

14

0

Total
The interest rate risk disaggregated across currencies with the greatest interest rate risk
Currency:

SEK

105

0

Total

196

-592

Interest rate risk in percentage of capital base:
Securities

0.42

0.35

Fixed rate deposits and loans

-0.36

-0.54

Interest rate risk in percentage of capital base

0.06

-0.19

The interest rate risk is defined as the loss that the cooperative bank will suffer on its capital base
in the event that the effective interest rate increases by 1 percentage point on the fixed-rate exposures.
Share price exposure
The cooperative bank only buys shares in companies and credit institutions with which there exists a strategic cooperation or some
other type of cooperative relationship. Shares are herefore not bought with the intention of selling. Merkur’s share portfolio is to a
large extent independent of developments in the overall stock market.
Liquidity risk
The cooperative bank’s financial reserves are managed by maintaining adequate cash and cash equivalents, ultra-liquid securities
and adequate credit facilities. The necessary cash and cash equivalents are determined so that it, at any given time, is stable and
adequate. Merkur’s liquidity is substantially above the minimum statutory requirements and above the excess cover requirement
of 50%. Overall liquidity amounts to DKK 1,586m as of 31 December 2017.
The liquidity coverage is expressed through the key indicator, LCR (Liquidity Coverage Ratio), which indicates how much liquidity
with high negotiability the cooperative bank disposes over to withstand a calculated withdrawal of liquidity over the coming month.
The requirement to satisfy this indicator is for Merkur to possess sufficient cash and cash equivalents with high negotiability in order
to withstand a calculated withdrawal of liquidity over the coming month. The legal requirement will be 100% when the LCR indicator
has been fully phased in as of 1 January 2018. At the close of 2017, Merkur has a LCR of 448% and thereby has excess coverage compared to the fully implemented requirement of 348%. Merkur also has bonds valued at DKK 348m, which cannot be factored into the
calculation due to their lower degree of negotiability. In a situation of liquidity stress, these bonds can be sold or converted, thereby
improving the LCR key indicator.
Operational risk
Written procedures have been drawn up in order to minimise dependence on individuals, just as contingency plans for IT are meant to
limit losses in the event of lacking IT facilities or another similar crisis situation. Operational risk related to crime and liability is covered by insurance.
Pillar III reporting
The cooperative bank’s so-called ”Pillar III Report” (Risk disclosures) in accordance with the CRD IV Directive can be found
at www.merkur.dk/aarsrapporter (in Danish only)
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2017

2016

340

300

7,529

1,761

0

0

5,012

774

98.9

92.7

LOANS ETC. TO MEMBERS OF THE SUPERVISORY BOARD AND THE EXECUTIVE BOARD
Loans, credit lines etc. for the management
Executive board
Board of directors
Collateral
Executive board
Board of directors
Most important conditions:
Loans to members of the Supervisory Board have been provided on Merkurs’ general
terms and conditions. Level of interest is within the interval of 3,25 - 13 % p.a. Loans to
board members elected by the employees have been provided at special employee rates,
within the same interval as mentioned above. The board of directors does not have shares
representing more than 25% in companies, which have outstanding accounts with Merkur.
Pursuant to the Danish Executive Order on the Preparation of Financial Statemants
article 120 paragraph 4 information about outstanding accounts with the Committee
of Representatives is omitted.

NOTE 35

EMPLOYEES, FULL TIME EQUIVALENTS
EMPLOYEES, full time equivalents
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FINANCIAL HIGHLIGHTS
Income Statement (in mill DKK)

2017

2016

2015

2014

2013

130.7

125.6

113.4

113.6

106.7

-5.6

9.7

-1.5

-1.6

6.3

106.5

92.6

80.1

73.0

66.9

Resultatopgørelsen
Net income, interest and fees
Market value adjustments
Staff and administration expenses
Impairment of loans/advances and receivables, etc.

36.6

17.0

14.0

22.2

34.2

Income from capital shares in associated companies

-0.0

0.0

0.0

0.0

0.0

Profit of the year

-19.0

20.2

7.8

6.3

3.9

1,752.4

1,676.0

1,430.9

1,366.8

1,292.0

3,065.8

2,676.0

2,300.4

2,172.8

2,032.0

315.9

316.9

249.3

228.2

205.9

Total assets

3,536.4

3,146.2

2,688.0

2,547.2

2,414.5

Guarantees

675.9

685.4

480.9

448.8

385.2

29,888

28,464

26,278

23,742

22,997

6,686

6,067

5,480

5,034

4,546

Capital ratio

16.3

17.5

16.6

15.8

14.4

Core capital ratio

14.5

15.4

14.1

13.8

12.3

-7.1

8.5

3.6

3.9

1.9

Balance sheet (in mill DKK)
Loans/advances
Deposits
Equity

Other data
No. of clients
No. of shareholders
Financial ratios (%)

Return on equity before tax (%)
Return on equity after tax (%)

-5.9

7.1

3.3

2.9

2.0

Income/cost ratio

0.9

1.2

1.1

1.1

1.0

Income/cost ratio before market value adjustments,
impairments and Bank Packages

1.2

1.3

1.4

1.5

1.5

-0.5

0.6

0.3

0.2

0.2

Interest-rate risk (%)

Return on assets

0.1

0.2

1.6

0.1

1.3

Currency position (%)

2.4

1.0

1.7

1.6

1.0

0.0

0.0

0.0

0.0

0.0

Excess cover in % relative to the statutory liquidity

Currency risk (%)

310.0

267.6

279.7

264.4

279.2

Liquidity Coverage Ratio (LCR) in %

448.0

364.0

-

-

-

59.5

64.6

64.4

65.1

66.3

Loans/advances relative to equity

5.5

5.3

5.7

6.0

6.3

Growth in loans/advances of the year

4.6

17.1

4.7

5.9

11.6

35.5

53.5

37.3

34.6

21.6

2.1

1.2

1.5

2.3

1.8

Loans/advances + impairments in % of deposits

Sum total of large-scale commitments i % of capital base
Share og accounts recievable with reduces interest
Impairment ratio of the year

1.5

0.7

0.7

1.3

1.8

Accumulated impairment ratio

2.9

2.3

2.6

2.6

3.0
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People in Merkur

COMMITEE OF REPRESENTATIVES
Anke Stubsgaard, Hjortshøj
Anne-Birgitte Olsen, Roskilde
Annette Hartvig Larsen, Humlebæk
Astrid Engberg, København
Bernhard Franz Schmitz, Tappernøje
Bodil Søgård, Steenstrup
Carsten Ohm, København
Dorte Bjerregaard Lerche, København
Henrik Tølløse, Ringsted
Jakob Brochmann Laursen, Hillerød
Jean-Paul Clipet, København
Jens-Erik Nielsen, Espergærde
Jette Plougheld, Skagen
Jørn Ussing Larsen, Hjørring
Klaus Loehr-Petersen, Vejle
Klaus Søgård, Odense
Lene Diemer, Jyllinge
Martin Manthorpe, Snekkersten
Morten Gunge, Søborg
Peer Jøker, Silkeborg
Søren Egge Rasmussen, Hjortshøj
Søren Rønhede, Vordingborg
Torben Sønnichsen, Bagsværd
Andreas Pindstrup Jørgensen, København
Thomas Bagge Olesen, Roskilde

BOARD OF DIRECTORS
Morten Gunge, Formand
Henrik Tølløse, Næstformand
Annette Hartvig Larsen
Jakob Brochmann Laursen
Klaus Loehr-Petersen
Lene Diemer
Carsten Juul (medarbejdervalgt)
Henrik Kronel (medarbejdervalgt)
Søren Sivesgaard (medarbejdervalgt)

EXECUTIVE BOARD
Lars Pehrson, CEO
Jan Klarbæk, Director (appointed)
EMPLOYEES
Copenhagen
Claus Skytt, Branch Manager
Corinna Fleury, Head of
Personal Banking
Anne Dam Korsgaard
Bo Laage Kjeldsen
Claus Skotte Dehn
Irene Nielsen
Jimmy Heldorf Madsen
Kristoffer Korsak
Lise Arnbo
Lotte Skov
Mathilde Breining Hassing
Matthias Köppe
Niklas Bentzen
Ole Parbo
Peter Asbjørn Andersen
Peter Jessen
Peter Nygaard
René Stålkjær
Rose Marie Hansen
Stig Mårtensson
Tina Sønderstrup
Aarhus
Peter Wissing, Branch Manager
Anders Tække
Carsten Juul
Casper Lund Søgaard
Jacob Beuchert Olesen
Jacob Egholm Lorenzen
Kate Marie Andersen
Mette Winter Nielsen
Ole Andersen
Per Andersen
Peter Bo Christensen

Aalborg
Søren Thomsen, Branch Manager
Annette Lindholt
Bettina Thomsen
Kristian Møller Nielsen
Søren Sivesgaard
Merkur Hverdag
Søren Thomsen, Branch Manager
Anette Pedersen
Annemette Nielsen
Carina Sørensen
Laila J. Jensen
Lone Munk Vilsgaard
Maja Rauff
Thomas Østergaard
Service Center
Claus Kristiansen, Head of Service
Center
Allan Høgsbro
Devrim Ülgü
Frederikke Møller Lundholm
Henrik Weiss Jensen
Jasper Westrup Hansen
Jytte Lis Rasmussen
Leif Svane
Pernille Just
Tina Leth
Pension & Investment
Karsten Korreborg, Head of Pension
& Investment
Anja Rosenkilde
Christine Juul Stentoft
Dennis Rosengren Andersen
Henrik Kronel
Jeannette Plough Nielsen
Morten Dalhøj Johansen
Silja Nyboe Andersen
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Credit & Controlling
Jan Klarbæk, Director (appointed)
Marianne Marcussen
Tom Lorenzen
Ole Springborg
Management Secretariat
Hanne Brodersen
Kirsten Arup
Søren D. K. Sørensen
Compliance
Karen Molin Holste, Head of
Compliance
Iryna Denaa

Customers & Concepts
Carsten Ringgaard, Head of Customers
& Concepts
Jesper Kromann
IT & Technology
Dorte Skjødt Pedersen
Peter Berg Lauridsen
Torben Nielsen
HR
Mette Thyssen, Head of
Human Resources
Majken Brinch Sørensen
Communications
Ann Hybertz Frandsen, Head of
Communications & Marketing
Morten Plesner Mathiasen

Financial Position
Dorte Buus, Head of Accounts
Henrik Mortensen
Service & Production
Torben Høgaard Nielsen,
Head of Service & Production
Annemette S. Rønnow
Irene Fischer Hjørne
Jette Ibsen
Jette Rosa
Lene Thomsen
Nils Nielsen
Suzanne Pedersen
Tina Thorlund
Trine Møller Monrad

CONTACT
Main office and
Copenhagen Branch
Vesterbrogade 40, 1.
1620 Copenhagen V

Aarhus Branch
De Mezas Vej 1-3
8000 Aarhus C

Aalborg Branch, Merkur Hverdag
and back-office functions
Bispengade 16, 1.
9000 Aalborg

phone: + 45 7027 2706 · mail: merkur@merkur.dk · web: merkur.dk · facebook: fb.com/merkurandelskasse · cvr: 24255689
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