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INTRODUCTION 

The purpose of this Report is to provide the Pillar 3 disclosures of DB Colombo Branch as required by Banking Act Direction No. 
1 of 2016 issued by the Monetary Board, Central Bank of Sri Lanka, for capital requirements under Basel III for Licensed 
Commercial Banks and Licensed Specialized Banks.  

DB Colombo Branch is a financial institution authorized and regulated by the Central Bank of Sri Lanka as a wholly owned branch 
of Deutsche Bank AG (“DBAG”) the parent company of the Deutsche Bank Group (“DB Group”) located in Frankfurt am Main, 
Germany. DB Colombo Branch’s accounts are consolidated into the accounts of DB Group.   

DB Group offers a wide variety of investment, financial and related products and services to private individuals, corporate entities 
and institutional clients around the world. In July 2019, DB Group announced a material repositioning of DB to refocus on our core 
strengths and to allow us to improve our structural profitability. Our strategic transformation is designed to refocus our Core Bank 
around our core, market-leading businesses which typically operate in growing markets with attractive return potential. Our Core 
Bank comprises our four core operating divisions, namely the Corporate Bank (CB), the Investment Bank (IB), the Private Bank 
(PB), and Asset Management (AM). Aside from that, a Capital Release Unit (CRU) was created to wind down or dispose non-
strategic positions, low yielding assets, or businesses that no longer fit into the new strategy. Moreover, we have Infrastructure 
functions, which perform control and service functions and, in particular, tasks relating to Group-wide, divisional resource-planning, 
steering and control, as well as tasks relating to risk, liquidity and capital management which form part of the Corporate & Other 
segment. CB combines Deutsche Bank’s Corporate Finance and Global Transaction Banking Businesses with the latter providing 
cash management, trade finance and securities services, delivering the full range of commercial banking products and services 
for both corporates and institutions worldwide. IB is focusing on Origination & Advisory as well as Fixed Income & Currencies.  PB 
corporate division combines the bank's expertise in private banking and Wealth Management in one corporate division. AM offers 
individuals and institutions traditional and alternative investments across all major asset classes. 
 
DB Colombo Branch offers a comprehensive range of services such as Cash Management, Trade Finance, Investor Services, 
Foreign Exchange (FX) and Debt Capital Markets (DCM) products within the Corporate Bank and Investment Bank Business.  

DB Colombo Branch Local/Global Infrastructure functions perform control and service functions and, in particular, tasks relating to 
Bank-wide, supra divisional, resource-planning, steering and control, as well as tasks relating to risk, liquidity and capital 
management. These include as Risk, Finance, Compliance, Legal and Human Resources.  
 
DB Colombo Branch publishes the Pillar 3 disclosure report on a quarterly basis in accordance with Banking Act Direction No. 1 
of 2016 issued by the Monetary Board, Central Bank of Sri Lanka and posts the disclosure report in accordance with this Direction 
on its website at www.db.com/srilanka.  

DB Colombo Branch’s Pillar 3 disclosure is prepared on a stand-alone basis, there are no branches or subsidiaries to be 
consolidated.  

The information provided in this Pillar 3 Report is unaudited. 

https://www.db.com/start
https://db.com/wm
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REGULATORY REQUIREMENTS ON CAPITAL AND 
LIQUIDITY  

Key Regulatory Ratios – Capital and Liquidity 
In Q1, 2020 DB Colombo Branch completed the conversion of prior-year Head-Office and Other Intercompany expense to 
strengthen the Branch’s Local Capital base by LKR 1.8 bn. These expenses were incurred between 2016 and 2018 and were 
considered un-remittable. The metrics and ratios depicted in the following table reflect these changes: 

 

The total Capital Ratio decreased by 3.53% percentage points as the increase in total Risk Weighted Assets by 28% was higher 
than the increase in total capital 16%. 

The Tier 1 Capital Ratio and CET 1 Capital Ratio also decreased by 3.53% points each. The Total Capital Ratio differs from the 
Tier 1 and CET 1 Capital Ratios due to Tier 2 capital adjustment for Loan Loss provisions under SLFRS 9. 

During the two reporting periods, Statutory Liquid Assets in the Domestic Banking Unit increased by 11% points due to increased 
investments in Government Securities and higher placements in Standing Deposit Facility with the Central Bank of Sri 
Lanka (CBSL). As a result of these increases Statutory Liquid Asset Ratio (SLAR) increased by 8.9% points. 

The Liquidity Coverage Ratio (LCR) for both LKR currency on a standalone basis and LCR for all currencies were increased Q3-
2020. This was mainly driven by decrease in net cash outflow i.e. short-term borrowings decreased. Also, increase in High-Quality 
Liquid Assets contributed favorably.  
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Basel III Computation of Capital Ratios  

 

 

Common Equity Tier 1 Capital consists of the following items: 

• Assigned Capital is equity funds provided by the Head Office to the Branch at the time of incorporation in Sri Lanka. 
• Reserve Fund is building up with Five percentage (5%) transfer of the profit after tax as per Direction issued by the 

Central Bank of Sri Lanka under section 76 (j) (1) of the Banking Act No. 30 of 1988 as amended by Banking 
(Amendment) Act No. 33 of 1995. 

• Published Retained Earnings include Branch’s un-remitted 2018 & 2019 profits to the Head Office. 
• General and other Disclosed Reserves include the un-remittable head office expenses converted to equity during the 

financial year 2013, 2016 and 2020 with the prior written approval of Central Bank of Sri Lanka. 

Tier 2 Capital includes the Loan Loss provisions which are eligible for inclusion in Tier 2 Capital under the Explanatory Note No. 
03 of 2019 issued by CBSL. Accordingly 100 per cent of the impairment for the assets in SLFRS Stage 1 and 50 per cent of 
impairments for assets in SLFRS Stage 2 (subject to a maximum limit of 1.25 per cent of RWA on credit risk under the Standardized 
Approach) are considered here.  
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Risk Weighted Assets (RWA) 

a) Credit Risk under the Standardized Approach: Credit Risk Exposure 
and Credit Risk Mitigation (CRM) Effect 

 

Our Credit Risk Exposures on Banks have increased by 36% in Q3 2020. This is mainly driven by unrated foreign currency off-
balance sheet exposures with corresponding Risk Weight of 100% in the RWA computation. 

Credit Risk Exposures on lending to corporates have been increased by 20% as at September 30, 2020. However, during the two 
reporting periods RWA increased was 27%.  

Also, Off-balance sheet rupee & foreign currency exposures pertaining to unrated corporate counterparties increased by 24% in 
Q3-20. 
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b) Market Risk under Standardized Measurement Method 

 

Market risk is defined as the risk of losses in on-balance sheet and off balance sheet positions arising from movements in market 
prices. The market risks subject to the capital charge requirements are the risks pertaining to interest rate related instruments in 
the trading book, the risks pertaining to equities in the trading book and the risks pertaining to foreign exchange position (including 
gold positions) across the bank. 

The Colombo Branch’s Market Risk RWA is attributable to the Interest Rate Risk of our Securities in the Trading Book as well as 
FX Risk on our open Foreign Exchange position. 

 
Market risk of the Branch increased as a result of an increase in Foreign Exchange positions mainly due to Currency exchange 
rates depreciation against Local Function currency of LKR during Q3, 2020.  
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c) Operational Risk under Basic Indicator Approach  

 

 

Operational Risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from external 
events, and includes legal risk. Operational Risk (OR) excludes Business and Reputational Risk. 

The Branch uses the Basic Indicator Approach which measures the RWA for Operational risk based on past three years net 
interest income & non-interest income, taking into account the adjustments listed in the Banking Act Directions No. 01 of 2016.   
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Basel III Computation of Leverage Ratios 

 

The Leverage Ratio is calculated on the basis of Tier1 Capital and the sum of our Total Assets as well off-Balance Sheet exposures. 

DB Colombo Branch’s Leverage Ratio declined by 1.13 % points to 18.93 %. While Tier 1 Capital was increased by LKR 1.8bn 
the total exposures approximately increased by LKR 13bn between the reporting period of Q3-20 and Q4-19. 

The increase of total assets of LKR 11bn was mainly attributable to increase movements in Loans and advances, Overnight 
placements with CBSL, Investments in Government securities and Inter branch balances including local placements. Derivative 
Exposures were decreased by 41% compared to of Q4-2019.  
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Basel III Computation of Liquidity Coverage Ratio (All currency) 

 

 

Q3 2020 HQLAs grew by 27% in comparison to Q4-2019 due to higher investments in LKR Govt. securities. 

During the two reporting periods, total Cash Outflows decreased by 8% mainly due to lower short term inter-branch borrowings while 
the total Cash Inflows were flat between two reporting periods. These positive developments contributed tremendously towards 
higher LCR ratio in Q3-2020. 
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Main features of Regulatory Capital Instruments 
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LINKAGES BETWEEN FINANCIAL STATEMENTS 
AND REGULATORY EXPOSURES 

The following table shows the key differences between the Accounting Scope and the Regulatory Scope. It also provides a linkage 
of Financial Statement Items to the applicable Regulatory Risk Categories. 
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