
DANMARKS 
NATIONALBANK 

   
      

    
    

 
 

        
 

 

 
       

    

 
    

      
     
          

       
 

      
       

         

NEW MODEL FOR PROFIT DISTRIBUTION 

17th November 2016 



 
      

  
 

     
  

  
  

  

 
     

 
    

 
 

  
    

  

  
       

     
 

   
      

      
     

 

  
     

   
  

     
      

  
 
 

      
    

     
 
 
 

About Danmarks Nationalbank 

• Fixed-exchange-rate policy vis-à-vis the 
euro 

 

• FX reserves at 60 bn. EUR (67 bn. USD)  
• approx. 20 per cent of GDP 
• Varies due to FX interventions 

 

 

• Exposure, FX reserve end 2015 
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About Danmarks Nationalbank II 

• Net capital (general reserves)= 10 bn. euro 
• ≈ 15 p ct. o f to tal b alance sheet 

• All a sse ts a re  m a rk-to -m a rke t  

• Re a lise d  a nd  unre a lise d  g a ins/ lo sse s a re  
re co g nise d  in  the  sa m e  wa y  

• Do  no t d ist ing uish  b e twe e n  a sse ts fo r buy 
and hold a nd  fo r sale. 

• No  o the r re se rve s tha n  the  Ne t Ca p ita l (=no  
p ro visio ns)  
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Motivat ion for changing the prof it  
distr ibution in 2015 

• Maintain the real value of net 
capital over t ime 

• Former profit  d istribut ion based 
on coupons (not value 
adjustments) and other interests  
≠ yield to maturity 

• Ca p ita l g a in / lo ss o n  ne w 
inve stm e nt stra te g y (co rp . 
b o nd s ETF, e q uity fu ture s e tc.) 
wa sn’t  p a rt  o f d istrib utio n  

• A m o re  sim p le  m o d e l 

• Sm o o th  d istrib utio ns 

16. no ve m b e r 2016 
4 

0

100

200

300

400

500

600

1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

Distrib u tio n  to  ce n tra l g o ve rnm e nt, m . EUR 



 
      

  
 

     
  

  
  

  

 
     

 
    

 
 

  
    

  

  
       

     
 

   
      

      
     

 

  
     

   
  

     
      

  
 
 

      
    

     
 
 
 

New principles for distr ibution from 2015 

1. Contributions to the result , except gold, will be 
included in the basis for calculat ion of the payment 
to the central government 

2. Over t ime the net capital should grow at the same 
rate as nominal GDP. Consolidat ion should match 
the general trend in the economy. 

3. To smooth out payments, the basis for calculat ion 
will be the average of the last 5 years’ results 

 

Requires that our net capital is “adequate” 
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What is an “adequate” level of capital? 

• Goal: maintain independency 

• One approach is stress test ing 
• For example expected short fall on 

market risk /  capital rat io 

• Another approach is assuming 
worst case scenarios on each 
risk factor with correlat ion=1 

• Market/ credit  risk 
• Shock to core earnings/ carry 
• Credit  risk event  

• Reserve management 

• Monetary policy (loans/ deposits)? 
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Adequate capital  
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• ”Normal” market 

stress scenario; 
current capital is 
adequate 

• Extreme scenario; 
• ? 

 



 
      

  
 

     
  

  
  

  

 
     

 
    

 
 

  
    

  

  
       

     
 

   
      

      
     

 

  
     

   
  

     
      

  
 
 

      
    

     
 
 
 

”Adequate” level of capital – a central bank 
comparison 
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Capital growth target at nominal GDP  
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Target on capital / GDP rat io 
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Smoothing distr ibutions 
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Appendix 
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FX reserve 
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Af ter the f ixed rate regime – small 
exchange rate gain/ loss 
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Core earning declined 
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