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To the Board of Directors 
SMBC Nikko Bank (Luxembourg) S.A. 
2, rue Hildegard von Bingen 
1282 Luxembourg 
Luxembourg 
 

REPORT OF THE REVISEUR D’ENTREPRISES AGREE 
 
Report on the audit of the annual accounts 
 
Opinion 
We have audited the annual accounts of SMBC Nikko Bank (Luxembourg) S.A. (the "Bank"), 
which comprise the balance sheet as at 31 March 2026, and the profit and loss account for the 
year then ended, and notes to the annual accounts, including a summary of significant 
accounting policies. 
In our opinion, the accompanying annual accounts give a true and fair view of the financial 
position of the Bank as at 31 March 2026, and of the results of its operations for the year then 
ended in accordance with Luxembourg legal and regulatory requirements relating to the 
preparation and presentation of the annual accounts. 
 
Basis for opinion 
We conducted our audit in accordance with the EU Regulation N° 537/2014, the Law of 23 
July 2016 on the audit profession (the “Law of 23 July 2016”) and with International Standards 
on Auditing (“ISAs”) as adopted for Luxembourg by the Commission de Surveillance du 
Secteur Financier (the “CSSF”). Our responsibilities under the EU Regulation N° 537/2014, 
the Law of 23 July 2016 and ISAs as adopted for Luxembourg by the CSSF are further 
described in the « Responsibilities of “réviseur d'entreprises agréé” for the audit of the annual 
accounts » section of our report. We are also independent of the Bank in accordance with the 
International Code of Ethics for Professional Accountants, including International 
Independence Standards, issued by the International Ethics Standards Board for Accountants 
(“IESBA Code”) as adopted for Luxembourg by the CSSF together with the ethical 
requirements that are relevant to our audit of the annual accounts, and have fulfilled our other 
ethical responsibilities under those ethical requirements. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our opinion. 
 
Key audit matters 
Key audit matters are those matters that, in our professional judgment, were of most 
significance in our audit of the annual accounts of the current period. These matters were 
addressed in the context of the audit of the annual accounts as a whole, and in forming our 
opinion thereon, and we do not provide a separate opinion on these matters. 
 



 

   
  

1. Completeness, existence and accuracy of commission receivable related to the 
investment funds’ activities  
Description 
The Bank has a total amount of EUR 23.3 million of commission receivable mainly related to 
the investment funds’ activities, being the biggest caption on the Bank’s profit and loss account. 
The main categories of these commissions are administration fees, safekeeping fees and 
agency fees. 
We identified the completeness, existence and accuracy of commission receivable as a key 
audit matter due to the size of this caption and therefore its significance to the financial results 
of the Bank. Adequate information in that respect has to be disclosed in the notes to the annual 
accounts. 
Please refer to the related disclosure in note 22 ‘Commission receivable’ of the annual 
accounts. 
 
How our audit addressed the area of focus 
Our audit procedures designed to address the completeness, existence and accuracy of 
commission receivable included the following: 

— We obtained an understanding of the commission receivable calculation and recording 
process, and we tested the design and implementation including tests of operating 
effectiveness of key controls. 

— Furthermore, we obtained and assessed the International Standard on Assurance 
Engagements report (ISAE) 3402 report performed by a third-party audit firm on the Bank’s 
controls, ensuring that for the key controls relating to the commission receivable calculation 
and recording process no exception was identified. 

— We performed substantive audit procedures covering the main categories of commission 
receivable including: 

o We recalculated the commission receivable relating to administration fees and 
safekeeping fees on a sample basis for the financial year and compared the 
results of our recalculations to the amounts recorded by the Bank. 

o We recalculated the commission receivable relating to agency fees on a sample 
basis for the financial year and compared the result to the amounts recorded by 
the Bank. 

 
Other information 
The Board of Directors is responsible for the other information. The other information 
comprises the information stated in the annual report including the management report but 
does not include the annual accounts and our report of the “réviseur d'entreprises agréé” 
thereon. 
Our opinion on the annual accounts does not cover the other information and we do not 
express any form of assurance conclusion thereon. 
In connection with our audit of the annual accounts, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent 
with the annual accounts or our knowledge obtained in the audit or otherwise appears to be 
materially misstated. If, based on the work we have performed, we conclude that there is a 
material misstatement of this other information, we are required to report this fact. We have 
nothing to report in this regard. 



 

   
  

Responsibilities of the Board of Directors and Those Charged with Governance for the 
annual accounts 
The Board of Directors is responsible for the preparation and fair presentation of the annual 
accounts in accordance with Luxembourg legal and regulatory requirements relating to the 
preparation and presentation of the annual accounts, and for such internal control as the Board 
of Directors determines is necessary to enable the preparation of annual accounts that are free 
from material misstatement, whether due to fraud or error. 
In preparing the annual accounts, the Board of Directors is responsible for assessing the 
Bank’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless the Board of Directors either 
intends to liquidate the Bank or to cease operations, or has no realistic alternative but to do 
so. 
Those charged with governance are responsible for overseeing the Bank’s financial reporting 
process. 
 
Responsibilities of the “réviseur d’entreprises agréé” for the audit of the annual 
accounts 
The objectives of our audit are to obtain reasonable assurance about whether the annual 
accounts as a whole are free from material misstatement, whether due to fraud or error, and 
to issue a report of the “réviseur d’entreprises agréé” that includes our opinion. Reasonable 
assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with the EU Regulation N° 537/2014, the Law of 23 July 2016 and with ISAs as 
adopted for Luxembourg by the CSSF will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are considered material if, individually 
or in the aggregate, they could reasonably be expected to influence the economic decisions of 
users taken on the basis of these annual accounts. 
 
As part of an audit in accordance with the EU Regulation N° 537/2014, the Law of 23 July 2016 
and with ISAs as adopted for Luxembourg by the CSSF, we exercise professional judgment 
and maintain professional skepticism throughout the audit. We also: 

— Identify and assess the risks of material misstatement of the annual accounts, whether due 
to fraud or error, design and perform audit procedures responsive to those risks, and obtain 
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk 
of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 

— Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Bank’s internal control. 

— Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Board of Directors.  



 

   
  

— Conclude on the appropriateness of the Board of Directors' use of the going concern basis 
of accounting and, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the Bank’s ability 
to continue as a going concern. If we conclude that a material uncertainty exists, we are 
required to draw attention in our report of the “réviseur d’entreprises agréé” to the related 
disclosures in the annual accounts or, if such disclosures are inadequate, to modify our 
opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
report of the “réviseur d’entreprises agréé”. However, future events or conditions may 
cause the Bank to cease to continue as a going concern. 

— Evaluate the overall presentation, structure and content of the annual accounts, including 
the disclosures, and whether the annual accounts represent the underlying transactions 
and events in a manner that achieves fair presentation. 

We communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that we identify during our audit. 
 
From the matters communicated with those charged with governance, we determine those 
matters that were of most significance in the audit of the annual accounts of the current period 
and are therefore the key audit matters. We describe these matters in our report unless law or 
regulation precludes public disclosure about the matter. 
 
Report on other legal and regulatory requirements 
We have been appointed as “réviseur d’entreprises agréé” by the Board of Directors on 6 
August 2025 and the duration of our uninterrupted engagement, including previous renewals 
and reappointments, is 17 years. 
The management report is consistent with the annual accounts and has been prepared in 
accordance with applicable legal requirements.  
We confirm that the prohibited non-audit services referred to in the EU Regulation N° 537/2014 
were not provided and that we remained independent of the Bank in conducting the audit. 
 
Luxembourg, 2 September 2026 

 
KPMG Audit S.à r.l. 

 Cabinet de révision agréé 
  

 
 
 
Stanislas Chambourdon 
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 Notes 
 

31/03/2026 
  

31/03/2025 
ASSETS      
      
Cash in hand, balances with central      
banks and post office banks 5 2,881,425  25,902,561 
      
Loans and advances to credit institutions     
- repayable on demand  188,675,784  238,144,845 
- other loans and advances  212,623,217  131,670,643 
  6 401,299,001  369,815,488 
      
Loans and advances to customers 6 45,587  33,743 
      
Debt securities and other fixed-income securities     
- issued by public bodies  84,355,199  85,779,211 
- issued by other borrowers  10,143,231  10,315,505 
  7, 8 94,498,430  96,094,716 
      
Intangible assets              8 675,153  1,073,050 
      
Tangible assets 8 79,075  53,919 
      
Other assets  9 117,907  2,011,641 
      
Prepayments and accrued income 6, 10 9,985,321  10,085,885 
      
TOTAL ASSETS  509,581,899  505,071,003 

      
 
 

 

 

 

The accompanying notes form an integral part of these annual accounts. 
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  Notes 
 

31/03/2026 
  

31/03/2025 
       
LIABILITIES      
       
Amounts owed to customers      
- other debts:     
        - repayable on demand  332,894,185  330,579,439 
  6 332,894,185  330,579,439 
      
Other liabilities 6, 12 1,030,211  1,237,135 
      
Accruals and deferred income  1,351,251  2,452,982 
      
Provisions     
- provisions for taxation 27 2,346,996  2,467,282 
- other provisions 2.8, 13 3,575,786  3,402,945 
      
Subscribed capital 14 90,154,448  90,154,448 
      
Reserves 15 74,776,773  70,823,661 
      
Profit for the financial year  3,452,249  3,953,111 
      
TOTAL LIABILITIES  509,581,899  505,071,003 

       

 

 

 

 

 

The accompanying notes form an integral part of these annual accounts. 
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OFF-BALANCE SHEET   
 
 
  Note 31/03/2026 31/03/2025 
 
Fiduciary transactions 18 70,446,996 32,314,660
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The accompanying notes form an integral part of these annual accounts. 
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   Notes  31/03/2026  31/03/2025  
    

Interest receivable and similar income 19  7,726,461  7,868,067  
 - of which arising from debt securities and other       
  fixed-income securities   663,466  381,157  
         
Interest payable and similar charges 
 

20 
  

(5,263,533) 
 

 (5,237,582) 
  

Commissions receivable 22  23,277,898  22,279,904  
         
Commissions payable 23  (1,007,989)  (1,024,800)  
         
Net profit on financial operations   2,175,443  2,224,810  
         
Other operating income 24  405,606  353,290  
         
General administrative expenses   (21,820,603)  (20,411,716)  
 - Staff costs 26  (13,380,704)  (12,870,889)  
  of which:       
  wages and salaries   (12,283,059)  (10,201,562)  
  social security costs   (1,293,619)  (1,127,769)  
  of which: social security costs relating to pensions   (810,076)  (735,808)  
 - Other administrative expenses   (8,439,899)  (7,540,826)  
 
Value adjustments in respect of tangible and intangible 
assets 

 
 

 
 

(537,044) 

  
 

(586,574) 
 

Other operating charges 
 

25 
  

 
(624,946) 

  
(259,336)  

Value re-adjustments in respect of loans and advances, and 
provisions for contingent liabilities and commitments 2.8  

215,000  -  

Tax on profit or loss on ordinary activities 27  (1,094,044)  
 (1,252,952)  

 
Profit on ordinary activities after tax   3,452,249  3,953,111  
         
Profit for the financial year   3,452,249  3,953,111  
 
 
 
The accompanying notes form an integral part of these annual accounts. 
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1 General 
SMBC Nikko Bank (Luxembourg) S.A. (the “Bank”) was incorporated as a limited liability company 
(“Société Anonyme”) in the Grand Duchy of Luxembourg on February 14, 1974 in accordance with 
Luxembourg law.  

The Bank requested the Registre de Commerce et des Sociétés on April 5, 2016 to publish the change 
of the Bank’s registered address to 2, rue Hildegard von Bingen L-1282 Luxembourg. 

The object of the Bank is the undertaking for its own account as well as for the account of third parties, 
either within or outside the Grand Duchy of Luxembourg, of any banking or financial operations as 
well as other operations, whether industrial or commercial or in real estate, which directly or indirectly 
relate to the main object described above. 

The principal activities of the Bank are fund administration and custody business. 

Since May 30, 2023, the Bank became a wholly owned subsidiary of SMBC Bank EU AG, (the “Parent 
Company”), whose registered address is at Main Tower, Neue Mainzer Straße 52-58, 60311 Frankfurt 
am Main, Germany. The Bank’s annual accounts are included in the consolidated accounts of the 
Parent Company (refer to note 29). 

The Parent Company is a wholly owned subsidiary of Sumitomo Mitsui Banking Corporation (SMBC), 
a Japanese bank, and forms part of the SMBC Group of companies. SMBC is a wholly owned 
subsidiary of Sumitomo Mitsui Financial Group (SMFG), an entity listed respectively in the Tokyo, 
Nagoya and New York Stock Exchange and whose registered address is 1-2, Marunouchi 1-chome, 
Chiyoda-Ku, Tokyo, 100-0005, Japan. SMFG prepares consolidated annual accounts for the largest 
body of undertakings which includes the Bank as a subsidiary company. The consolidated annual 
account may be obtained in the following URL: SMFG Home Page (Top Page>IR information): 
http://www.smfg.co.jp/english/investor/. 

2 Summary of significant accounting policies 

2.1 Basis of presentation 
These annual accounts are prepared in conformity with accounting principles generally accepted in the 
banking sector in the Grand Duchy of Luxembourg. The accounting policies and the valuation 
principles are determined by the Board of Directors, except those which are defined by law and by the 
regulations in Luxembourg. 

 

  

http://www.smfg.co.jp/english/investor/
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2.2 Foreign currencies 
The Bank uses a multi-currency accounting system, as a result of which assets and liabilities are 
recorded in the currencies in which they were created. For the preparation of the annual accounts, 
amounts in foreign currencies are translated into Euro (EUR), the base currency of the Bank, on the 
following basis: 

2.2.1 Spot rate transactions 
Monetary assets and liabilities in foreign currencies are translated into EUR at the exchange rate 
applicable at the balance sheet date. Non-monetary assets are recorded in EUR and are maintained at 
their historical exchange rates. 

Exchange gains and losses arising from the Bank’s net open currency positions are taken to the profit and 
loss account in the current year in accordance with the prudence principle, unrealised exchange losses are 
recognised immediately, while unrealised exchange gains are not recognised unless realised. 

2.2.2 Forward transactions 
Unsettled forward foreign exchange transactions are translated into EUR at the forward rate prevailing 
at the balance sheet date for the remaining term of the contract at the balance sheet date. 

Forward foreign exchange contracts are entered into on a back-to-back basis. Net unrealised exchange 
losses are recognised in the profit and loss account. Net unrealised exchange gains on forward foreign 
exchange contracts are recognised upon their realisation.  

2.2.3 Swap transactions 
Gains and losses on currency swap transactions are accrued on a straight-line basis over the period of 
the swap contract and are included in interest receivable or payable in the profit and loss account, as 
appropriate. 

2.3 Loans and advances 
Loans and advances are stated at disbursement value less repayments made and any value adjustments 
required. Accrued interest is recorded in the balance sheet caption “Prepayments and accrued income”.  

The policy of the Bank is to establish specific value adjustments for doubtful debts in accordance with 
the circumstances and for amounts specified by the Management Committee. These value adjustments 
are deducted from the appropriate asset account balances. 
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2.4 Securities portfolio 
The Bank has recorded its securities portfolio in the investment portfolio. 

This portfolio comprises fixed-income securities with a maximum maturity or remaining maturity of 5 
years or below, intended to be held on a long-term basis, term to be understood as buy and hold 
investment strategy. It may also include participating interests and shares in affiliated undertakings of 
a fixed asset nature.  

The Bank values the securities included in the investment portfolio at historical acquisition cost in their 
original currency and value it at cost. The fixed income securities being valued at cost, the value 
adjustment is made when the Management Committee considers the depreciation as permanent.  

In cases where fixed-income securities are acquired at a premium, the difference between acquisition 
cost and redemption value is written off in instalments to profit and loss and recorded as “Interest 
payable and similar charges”. Instalments are charged pro rata temporis over the life of the security. 
The cumulative amortisation from the date of acquisition is included in “Accruals and deferred income” 
on the liability side of the balance sheet. 

In cases where fixed-income securities are acquired at a discount and cost is used as the basis of 
valuation, the difference between acquisition cost and redemption value is taken to the profit and loss 
account at the date of maturity or date of disposal, if earlier. 

2.5 Shares and other variable-yield securities 
At the balance sheet date, shares and other variable-yield securities are stated at the lower of cost or 
market value. If the valuation is lower than the purchase price, value adjustments are recorded to 
account for the unrealised loss. 
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2.6 Tangible and intangible fixed assets 
Tangible and intangible fixed assets are valued at cost less accumulated impairment.  Impairment is 
calculated on a straight-line basis over the estimated useful life of individual assets. 

The depreciation/amortisation rates used for this purpose are: 

 Rate 
Tangible assets - Furniture, fixtures and fittings 20%  
Tangible assets - Others 48% 
Tangible assets - Computer equipment 25% 
Intangible assets - Software 25% 
 

2.7 Derivative instruments 
Gains or losses on matched positions on currency options which are traded on an organised market are 
directly credited or charged to the profit and loss account. Unrealised losses on matched positions on 
over-the-counter transactions are accrued for, and the unrealised gains are not accounted for until the 
exercise or expiration date of the option. 

Where currency options and other derivative instruments that are contracted for hedging purposes, are 
entered into in connection with underlying exposures denominated in foreign currencies, the resulting 
valuation effects are determined consistently with those of the underlying positions. In such 
circumstances, opposing valuation effects may be offset. 

2.8 Lump-sum provision 
A general reserve for potential risks on balance sheet and off-balance sheet items has been recorded. 
This provision is calculated according the Luxembourg tax rules and as defined by the direct tax 
administration via the form 505F. The tax-deductible provision is deducted from the relevant assets. 
The lump-sum provision relating to off-balance sheet items is included in “Provisions: other 
provisions” on the liability side. 

As of March 31, 2026, a partial reversal of the lump-sum provision of EUR 215,000 has been recorded. 

2.9 Income taxes 
Income taxes are recorded on an accrual basis based on the profit and loss account of the current 
financial year. 
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3 Risk management objectives, strategies, and policies 
The Bank does not undertake traditional private banking customer operations. The principal activities 
of the Bank are its role as administrative agent, transfer agent and custodian bank for investment funds. 

The risk management system of the Bank comprises a comprehensive framework of risk monitoring 
principles. Organizational structure and risk monitoring processes are aligned with the activities. The 
main risks are subject to limits which are approved by the Board of Directors and monitored on a 
regular basis.   

3.1 Credit risk 
Credit risk represents the risk that the counterparty will be unable to pay amounts due to the Bank in 
full when the debts fall due.  

Exposure to banks is subject to bank limits. These bank limits are reviewed, updated and approved. 
Interbank credit lines are monitored on a daily basis both locally and by the Parent Company. 

Credit exposure to banks is governed by the limits approved by the Management Committee. The limits 
are reviewed regularly (at least once a year) by the Management Committee and changes 
communicated to SMBC Bank EU AG. The limits to monitor the Bank’s credit exposures are reviewed 
and updated at least annually by the Bank, including counterparty limits for deposits, nostri and foreign 
exchange transactions. 

3.2 Market risk 
Market risk represents the exposure arising from the movements in market prices of financial assets in 
which the Bank invested.  

The Bank has no proprietary trading portfolio and is not involved in short sales. The investment 
portfolio of the Bank consists of its own fund placement and is exclusively composed of highly rated 
debt securities issued or guaranteed by government, supranational bodies within European Union 
countries for interest yield purposes. The purchased debts securities are held to maturity. 

 

3.3 Liquidity risk 
The liquidity risk is defined as the risk that the Bank will not be able to meet its obligations as they fall 
due. 

The Bank’s policy does not authorise significant asset and liability mismatches. The liquidity of the 
Bank is reviewed and monitored regularly by the Management.  

Furthermore, the Management ensures that the Bank’s liquidity ratio complies with the locally required 
minimum level of 100% as from January 2018. During the financial year ended March 31, 2026, the 
minimum liquidity ratio was fully complied with and the LCR ratio as of March 2026 represented 
173.49% (March 2025: 259.71%). 
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3.4 Interest rate risk 
Interest rate risk exists in case of funding mismatches between assets and liabilities. The income and 
operating cash flows of financial operations are dependent on changes in market interest rates and the 
Bank’s profitability could be affected by adverse interest rate movements. 

The bank's policy is to favor short-term interbank investments and 65% of the bank's total liabilities 
through interbank and short-term customer deposits, thus not leading to a major funding imbalance. 

The interest margin is reviewed on a monthly basis by the Management. Hedging instruments may be 
considered by the Management for any significant long-term fixed rate commitments, such as the 
portfolio investments of the Bank. 

3.5 Foreign exchange risk 
Foreign exchange risk is the risk of losses arising from adverse movements in exchange rates affecting 
assets, liabilities and off-balance sheet transactions of the Bank which are denominated in foreign 
currencies. 

The Bank’s foreign currency positions are subject to a global limit authorized by the Board of Directors 
and the Bank’s internal control function monitors compliance with the limits on a daily basis. In this 
regard, the Management’s underlying principle is to minimize significant foreign exchange exposures.  

3.6 Administrative risk 
The administrative risk refers to the complexity of transactions processed by the Bank in the normal 
course of business.  

As the Bank operates mainly in the investment funds industry, the administrative risk appears to be the 
major risk the Bank faces. 

In order to optimize the control over this risk, among other measures, the Bank has set up an overall 
organizational process that includes chief officers for each department, procedures applicable to each 
department, and a data processing system aimed at ensuring proper segregation of duties. 
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4 Use of financial instruments 

4.1 Analysis of financial instruments 

4.1.1 Information on primary financial instruments 
The tables below analyse the level of primary financial instruments (non-trading instruments) of the 
Bank, in terms of carrying amounts and maturity groups based on their remaining lives at balance sheet 
date. 

Aggregate fair values of financial instruments are disclosed where they differ materially from the 
carrying values in the balance sheet. Fair value is understood to be the amount at which an asset could 
be exchanged, or a liability settled as an ordinary transaction entered into under normal terms and 
conditions between independent, informed and willing parties, other than in a forced or liquidation 
sale. 
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4.1.2 Analysis of financial instruments - Primary non-trading instruments  
 

As at March 31, 2026 
(all data is in EUR) 

Less than 
3 months 

> 3 months to 1 
year  

> 1 year to 5 
years 

More than 5 
years 

No maturity 
 

Total 
EUR 

 
Instrument class (financial assets) 
Cash in hand, balances with central banks and post office banks 2,881,425 - - - - 2,881,425 
Loans and advances to credit institutions 401,299,001 - - - - 401,299,001 
Loans and advances to customers 20,323 22,539 2,725 - - 45,587 
Debt securities and other fixed-income securities  10,255,069 - 84,243,361 - - 94,498,430 
Total financial assets 414,455,818 22,539 84,246,086 - - 498,724,443 
Non-financial assets - - - - - 10,857,456 
Total assets 414,455,818 22,539 84,246,086 - - 509,581,899 
 
 

      

Instrument class (financial liabilities)       
       
Amounts owed to customers       
- other debts       

- repayable on demand 332,894,185                     - - - - 332,894,185 
Total financial liabilities 332,894,185 - - - - 332,894,185 
Non-financial liabilities - - - - - 176,687,714 
Total liabilities 332,894,185 - - - - 509,581,899 

As at March 31, 2026, the Bank had not engaged in primary trading instruments.  
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4.1.2 Analysis of financial instruments - Primary non-trading instruments (continued) 
As at March 31, 2025 
(all data is in EUR) 

Less than 
3 months 

> 3 months to 1 
year  

> 1 year to 5 
years 

More than 5 
years 

No maturity 
 

Total 
EUR 

 
Instrument class (financial assets) 
Cash in hand, balances with central banks and post office banks 25,902,561 - - - - 25,902,561 
Loans and advances to credit institutions 369,815,488 - - - - 369,815,488 
Loans and advances to customers 24,534 9,209 - - - 33,743 
Debt securities and other fixed-income securities  23,064,939 10,315,505 52,732,588 9,981,684 - 96,094,716 
Total financial assets 418,807,522 10,324,714 52,732,588 9,981,684 - 491,846,508 
Non-financial assets - - - - - 13,224,495 
Total assets 418,807,522 10,324,714 52,732,588 9,981,684 - 505,071,003 
 
 

      

Instrument class (financial liabilities)       
Amounts owed to customers       
- other debts       

- repayable on demand 330,579,439                     - - - - 330,579,439 

Total financial liabilities 330,579,439 - - - - 330,579,439 
Non-financial liabilities - - - - - 174,491,564 
Total liabilities 330,579,439 - - - - 505,071,003 

As at March 31, 2025, the Bank had not engaged in primary trading instruments. 
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4.1.3 Information on derivative financial instruments 

4.1.3.1 Description of derivative financial instruments used 
The Bank enters into currency spot and forward transactions for hedging purposes. 

Currency forwards represent commitments to purchase foreign and domestic currencies at 
predetermined rates and on future dates. 

Treasury Swaps represent commitments to exchange one set of cash flows for another and result in 
an economic exchange of currencies.  

4.1.3.2 Analysis of derivative financial instruments 
The tables below analyse the level of derivative financial instruments (non-trading) within the Bank, 
in terms of notional amount and maturity groups based on their remaining lives at the balance sheet 
dates.  

The notional amounts of certain financial instruments in which the Bank engages provide a basis for 
pricing and do not necessarily indicate the amounts of future cash flows involved or the current fair 
value of the instruments and, therefore, do not indicate the Bank's exposure to credit or price risks. The 
changes in the fair values of derivative instruments are caused by the fluctuations in market interest 
rates or foreign exchange rates relative to their contractual terms. The contractual or notional amount 
of derivative financial instruments and the fair values of derivative financial assets and liabilities can 
fluctuate significantly from time to time. 
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4.1.3.2 Analysis of derivative financial instruments (continued) 
The Bank does not have trading positions in derivative financial instruments as at March 31, 2026 
(March 31, 2025: no trading positions in derivative financial instruments). 

As at March 31, 2026, the Bank had the following off-balance sheet commitments: 

 

 31/03/2026  31/03/2025 
 EUR  EUR 
    
Operations linked to exchange rates    

- forward foreign exchange transactions 1,011,031,951  1,170,468,058 
- other operations linked to exchange 10,384,723  1,112,166 

    
 1,021,416,674  1,171,580,224 

    
 
The above operations are engaged for the purposes of hedging the adverse fluctuations of exchange 
rates and interest/market rates arising on transactions entered into with customers. 

 

As at March 31, 2026 (expressed in Euro): 

 less than 
3 months 

> 3 months 
to 1 year 

> 1 year to 
5 years Total Fair value 

Assets 
Fair value 
Liabilities 

Operations linked 
to exchange rates 1,021,416,674 - - 1,021,416,674 5,656,944 5,641,806 

Total 1,021,416,674 - - 1,021,416,674 5,656,944 5,641,806 

 

As at March 31, 2025 (expressed in Euro): 

 less than 
3 months 

> 3 months 
to 1 year 

> 1 year to 
5 years Total Fair value 

Assets 
Fair value 
Liabilities 

Operations linked 
to exchange rates 1,171,580,224 - - 1,171,580,224 6,104,777 6,095,371 

Total 1,171,580,224 - - 1,171,580,224 6,104,777 6,095,371 

 

  



SMBC Nikko Bank (Luxembourg) S.A. 
 

Notes to the annual accounts  
as at March 31, 2026 

(continued) 
 

 
22 

 

4.2 Credit risk 

4.2.1 Description of credit risk 
The credit policy of the Bank mainly permits interbank deposits, nostro account balances and foreign 
exchange transactions. Exposures to financial counterparties are subject to limits approved by the 
Management Committee and shared with SMBC Bank EU AG Risk Management Department. 

The Bank implemented new dealing counterparties credit rules on the December 1, 2012, recently 
updated in March 2025, which includes revised existing credit lines in line with the adapted “Internal 
Credit Rating” (ICR) method. 

The Credit Committee evaluates and approves credit applications in relation to approval of new 
counterparties, new Sub- Custodians, advances and foreign exchange facilities to customers.  

As regard Employee Loans, the HR Department is in charge of the credit application and of the 
collecting of the needed information in compliance with the “Employee Short Term Loan Policy”. The 
approval of the Employee Loans is delegated to the Authorised Management.  

Depending on the type of credit to be granted, the Credit Committee submits the credit application to 
the Management Committee for acceptance and final approval.  

The Bank may manage its credit risk by: 

- Entering into master netting arrangements with counterparties with which it undertakes 
significant volumes of transactions. Master netting arrangements do not generally result in 
offset of balance sheet assets and liabilities as transactions are usually settled on a gross basis. 
However, the credit risk associated with the settlements of favorable contracts is reduced by a 
master netting arrangement to the extent that if an event of default occurs, all amounts with the 
counterparty are terminated and settled on a net basis.  

- Entering into ISDA (International Swaps and derivatives Association) and CSA (Credit 
Support Annex) agreements with counterparties. Variation margins are exchanged in form of 
cash and on a daily basis. 

- Benefitting from guarantees issued by intragroup entities.  

SNBL can establish additional mitigation measures to ensure compliance with internal and regulatory 
limits. 

At the request of the Bank, the Commission de Surveillance du Secteur Financier (“CSSF”) approved 
the full exemption of risks taken on its ultimate parent company Sumitomo Mitsui Banking 
Corporation Inc. and its subsidiary SMBC Bank International plc, London in relation to the large 
exposure limits (“Large Exposure Waiver”), in accordance with article 400.2 of the EU Regulation No 
575/2013 on prudential requirements for credit institutions and investment firms (the Capital 
Requirements Regulation). 

In principle the Bank does not undertake traditional credit activity. The Bank allows, on exceptional 
basis, temporary overdrafts on Funds’ current accounts to face cash shortage resulting from 
transactions’ value date mismatch. 

The Bank’s potential risk of losses deriving from overdraft amounts is generally mainly mitigated by 
the Bank’s General Terms and Conditions, which include the possibility of pledging the customer’s 
assets. 
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4.2.2 Measures of credit risk exposure  
Credit risk relating to financial instruments is disclosed on the basis of the carrying amount that best 
represents the maximum credit risk exposure at the balance sheet date. 

With respect to derivative instruments dealt in other than on a recognised, regulated market (OTC), the 
maximum exposure to credit risk is determined as described below. 

The tables below disclose the level of credit exposure in terms of notional amounts, risk-equivalent 
amount calculated in accordance with the EU Regulation No 575/2013 and net risk exposure adjusted 
for any collateral and credit worthiness of the counterparty based on internal or external ratings. 

 

Primary financial assets 
as at March 31, 2026  
(expressed in EUR) 
 

Exposure 
value  

(1) 

Collateral  
 

(2) 

Net risk 
exposure 

(3) = (1) – (2) 

Loans and advances to credit institutions 
and balances with central banks 404,885,592 - 404,885,592 

Loans and advances to customers 45,609 - 45,609 

Debt securities and other fixed-income 
securities 90,677,855 - 90,677,855 

Others 11,864,072 - 11,864,072 

Total 507,473,128 - 507,473,128 

 

Off-balance exposures 
as at March 31, 2026  
(expressed in EUR) 
 

Exposure 
value  

(1) 

Collateral  
 

(2) 

Net risk 
exposure 

(3) = (1) – (2) 

Off-balance exposures to credit 
institutions  20,709,202 - 20,709,202 

Total 20,709,202 - 20,709,202 
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Credit risk on OTC derivative instruments (use of the Simplified SA-CCR) * 
as at March 31, 2026 (expressed in EUR) 

 

Notional 
amount  

as per COREP 
requirement  

(1) 
 

Risk-
equivalent 

amount  
 

(2) 

Collateral  
 
 
 

(3) 

Net risk 
exposure 

 
 

(4) = (2) – (3) 

Forward exchange contracts     
- weighted at 2% 1,021,416,674 20,709,202 - 20,709,202 

 
 
 
* Since July 2021, the method to calculate the net risk exposure method has been updated in order to 
comply with the new CRR II Derivatives method. 
The purpose of “SA-CCR”, as envisioned by the regulator, was to develop a more granular and risk-
sensitive methodology and introduces a significant change in methodology from the previous Original 
exposure method. Recognizing that the SA-CCR was more complex for institutions to implement, the 
regulator proposed new rules on a “Simplified SA-CCR” in order to assist smaller firms apply the rules 
in a proportionate manner. Given the size of derivatives business of the Bank, the “Simplified SA-
CCR” was retained as an adequate computation method. 
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4.2.2  Measures of credit risk exposure (continued) 
 

 

Primary financial assets 
as at March 31, 2025  
(expressed in EUR) 
 

Exposure 
value  

(1) 

Collateral  
 

(2) 

Net risk 
exposure 

(3) = (1) – (2) 

Loans and advances to credit institutions 
and balances with central banks 396,285,960 - 396,285,960 

Loans and advances to customers 33,783 - 33,783 

Debt securities and other fixed-income 
securities 90,186,653 - 90,186,653 

Others 15,011,266 - 15,011,266 

Total 501,517,662 - 501,517,662 

 

Off-balance exposures 
as at March 31, 2025  
(expressed in EUR) 
 

Exposure 
value  

(1) 

Collateral  
 

(2) 

Net risk 
exposure 

(3) = (1) – (2) 

Off-balance exposures to credit 
institutions  31,387,277 - 31,387,277 

Total 31,387,277 - 31,387,277 
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4.2.3 Concentration of credit risk 
The tables below show credit risk concentration calculated in accordance with the EU Regulation 
No 575/2013, arising from financial instruments from on-and off-balance sheet exposures by 
geographic location and economic sector. 

Geographical concentration of credit risk (expressed in Euro) 

 Loans and other on- and off- 
balance sheet items March 31, 

2026 

Derivative instruments  
March 31, 2026 

E.U. 165,976,169 1,824,503 
Japan  258,644,559 - 
United States 1,313,418 - 
Others 81,538,982 18,884,699 
Total 507,473,128 20,709,202 

 
 Loans and other on- and off- 

balance sheet items March 31, 
2025 

Derivative instruments  
March 31, 2025 

E.U. 207,777,227 1,469,475 
Japan  219,174,742 - 
United States 814,665 - 
Others 73,751,028 22,829,732 
Total 501,517,662 24,299,207 

 
Derivative instruments as at March 31, 2026 under the line “Others” consists 100% of exposures 
towards Cayman Islands (March 31, 2025: 100 %). 
 

 

Economical concentration of credit risk (expressed in Euro) 

 Loans and other balance sheet 
items March 31, 2026 

Derivative instruments  
March 31, 2026 

Financial 404,895,085 20,709,202 
Private 36,116 - 
Others 102,541,927 - 
Total 507,473,128 20,709,202 

 
 Loans and other balance sheet 

items March 31, 2025 
Derivative instruments  

March 31, 2025 

Financial 396,301,368 24,299,207 
Private 18,375 - 
Others 105,197,919 - 
Total 501,517,662 24,299,207 
   

The line “Others” consists mainly of supranational and public institutions. 
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4.2.4 Market risk  
During the financial year ended March 31, 2026 and 2025, the Bank had no trading portfolio and was 
not involved in short sales of securities. The Bank’s exposure to market risks mainly arises from its 
securities portfolio. 

5 Cash in hand, balances with central banks and post office banks 
As at March 31, 2026, the total amount of cash in hand and balance with central bank, net of Lump 
sum provision amounted to EUR 2,881,425 (March 31, 2025: EUR 25,902,561). 

In accordance with the requirements of the European Central Bank, the Luxembourg Central Bank 
implemented effective January 1, 1999, a system of mandatory minimum reserves, which applies to all 
Luxembourg credit institutions. The minimum reserve balance as at March 31, 2026 held by the Bank 
with the Luxembourg Central Bank amounted to EUR 2,746,890 (March 31, 2025: EUR 3,502,075). 

6 Transactions with other Group companies  

 
These may be summarised as follows: 

 31/03/2026  31/03/2025 
 EUR  EUR 
    
Assets    
Loans and advances to credit institutions 263,318,130  226,505,829 
Loans and advances to customers 1,442  1,382 
Prepayments & accrued income 179,173  61,952 
 263,498,745  226,569,163 
    
Liabilities    
Amounts owed to customers 16,424,005        14,607,124       
Accruals & deferred income 0  14,008 
Provisions   210,228  112,060 
 16,634,233  14,733,192 
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31/03/2026 

EUR  
31/03/2025 

EUR 
Profit and loss accounts    
Interest receivable and similar income 110,031  577,387 
Interest payable and similar charges (362,843)  (583,802) 
Commissions receivable 31,500  25,000 
Commissions payable (663,037)  (665,113) 
General Administrative expenses (61,329)  (84,473) 
Other operating income 142,334  113,402 
 (803,344)  (617,599) 

7 Securities 
 

Listed securities 31/03/2026  31/03/2025 
 EUR  EUR 
    
Debt securities and other fixed-income securities 94,498,430  96,094,716 
    
    

As of March 31, 2026, the fair value of debt securities shown under “Listed securities” amounts to 
EUR 90,246,674 (March 31, 2025: EUR 89,988,458). As at March 31, 2026 and 2025 there is no 
indication that the balance sheet amount would not be fully recovered at maturity. The market value of 
the portfolio is impacted due to the current interest rate environment, the reduction of the remaining 
time until the bonds maturity as well as investments in new securities with more favourable yields-to-
maturity. The amortization of premiums on these securities amounted to EUR 919,450 (March 31, 
2025: EUR 2,155,767) and was recorded under “Accruals and deferred income” on the liabilities side 
of the Balance Sheet.  

All listed debt securities and other fixed-income securities will reach maturity within less than 5 years. 

Debt securities included in the investment portfolio are intended to be held until maturity in the respect 
of the Bank’s strategy to maintain high level of High Quality Liquid Assets (HQLA), consequently the 
value adjustment deriving from the interest rate risk is not a permanent decline in value and shall be 
ignored.  
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8 Movements in fixed assets  
 

  Cost   Value adjustments 
  Gross value 

at the 
beginning of 
the financial 
year 

  Reclassi-
fication 

  Additions   Disposals   Gross 
value at the 
end of the 
financial 
year 

  Cumulative 
value 
adjustments/ 
amortization  

  Lump-sum 
provision 

  Net value 
at the end 
of the 
financial 
year 

  EUR   EUR   EUR       EUR   EUR   EUR   EUR 
                                
Debt securities and other fixed 
income securities 96,232,540   

                               
-     31,831,800      (33,428,320)         94,636,020   

                           
-    

        
(137,590)   

        
94,498,430  

Intangible assets (software) 6,087,078   
                               

-    114,524               -   6,201,602   
       

(5,526,449)   
                        

-    675,153            
                                

Tangible assets 1,065,953   
                               

-    49,818   
            

(55,980)   1,059,791   
           

(980,601)   
                   

(115)   79,075 
                                
of which:                               
-computer equipment 340,692   -    12,207   (21,502)    331,397     (314,901)            (24)        16,472  
-furniture, fixture and fittings 369,704                  -    29,146   (34,478)      364,372    (311,730)             (77)        52,565  
-others 355,557              -    8,465                     -    364,022       (353,970)               (14)         10,038  

 



SMBC Nikko Bank (Luxembourg) S.A. 
 

Notes to the annual accounts  
as at March 31, 2026 

(continued) 

30 
 

9 Other assets 
Other assets consist of the following: 

 31/03/2026  31/03/2025 
 EUR  EUR 
    
Short term receivables 110,129  596 
Other 7,950  2,013,930 
 118,079  2,014,526 
    
Lump-sum provision (172)  (2,885) 
    
 117,907  2,011,641 
    

The short-term receivables balance is mainly composed as at March 31, 2026 and March 31, 2025 of 
short-term transitory accounts linked to the custodian activity of the Bank. In March 31, 2025, an 
amount of EUR 2,005,980 was recorded under other receivables following the receipt of tax 
assessments for the years 2022 and 2023. 

10 Prepayments and accrued income 
Other prepayment and accrued income consist of the following: 

 31/03/2026  31/03/2025 
 EUR  EUR 
    
Accruals of interest receivable 438,116  198,807 
Commission receivable 
Prepayments 

5,485,053 
3,537,383  

5,093,622 
4,547,587 

Other receivables (advances VAT, reinvoicing SNIFMC*, 
…) 539,307  260,335 
 9,999,859  10,100,351 
    
Lump-sum provision (14,538)  (14,466) 
    
 9,985,321  10,085,885 

  

*SMBC Nikko Investment Fund Management Company S.A. 
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11 Assets pledged by the Bank as security for its own liabilities 
The Bank has pledged debt securities and other fixed-income securities (the Bank’s own proprietary 
investments) for a total amount of EUR 94,498,430 (March 31, 2025: EUR 96,094,716) as collateral 
for permitted secured borrowings on an intra-day basis as a participant in an international clearing 
institution. 

As at March 31, 2026 and March 31, 2025, the Bank has not made any borrowings under the facility. 

Besides this pledge, the Bank may sign general terms and conditions for account opening with financial 
banking depositary counterparties that include a general lien clause entitling the counterpart, until 
satisfaction of any liabilities or obligations the Bank may have with the counterpart, to any cash 
balances the Bank has deposited with these counterparties. 
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12 Other liabilities 
Other liabilities consist of the following: 

 
31/03/2026 

EUR  
31/03/2025 

EUR 

Short term payables 591,422  851,500 
Preferential creditors 438,789  385,635 
 1,030,211  1,237,135 
    

As at March 31, 2026 and March 31, 2025, the short-term payables balance was mainly composed of 
redemption fees related to the activity of the funds under the Bank’s administration and custody. 

13 Other provisions 
Other provisions consist of the following: 

 31/03/2025  31/03/2025 
 EUR  EUR 
    
Lump sum-provision related to off-balance sheet items 1,416,032  1,649,139 
Other provisions 2,159,754  1,753,806 
 3,575,786  3,402,945 
    

 

The other provisions balance is mainly composed as at March 31, 2026 and March 31, 2025 of the 
provision for bonus, and the provision for general administrative expenses. 

14 Subscribed capital 
As at March 31, 2026, the authorized, issued and fully paid-up subscribed capital of the Bank is  
EUR 90,154,448 (March 31, 2025 EUR 90,154,448 ) made up of 363,526 nominative shares each 
with a par value of EUR 248 (March 31, 2025 EUR 248).  
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15 Reserves 
Reserves include: 

15.2 Legal reserve 
In accordance with Luxembourg law, the Bank must transfer at least 5% of its annual profit to the legal 
reserve until this equals 10% of the subscribed capital. The legal reserve is not distributable and since 
September 2024, the reserve equals 10% of the subscribed capital. 

15.3 Free reserve 
The free reserve represents profits of prior financial years which have been appropriated by Annual 
General Meetings of Shareholders to a special reserve referred to as “free reserve”. This reserve may 
be distributed after approval by the Annual General Meeting of Shareholders. 

15.4 Other reserves 
In accordance with the tax law in force since January 1, 2002, the Bank reduced its Net Wealth Tax 
(“NWT”) burden by crediting it against the amount of the Corporate Income Tax (“CIT”). In order to 
comply with the law, the Bank decided to allocate to non-distributable reserves (item “special reserve”) 
an amount that corresponds to five times the amount of reduced Net Wealth Tax. This reserve is non-
distributable for a period of five years from the year following the one during which the Net Wealth 
Tax was credited. 

15.5 Movements in reserves and profit brought forward 
 

 

Legal 
reserve 

 

Free 
reserve 

 

Other 
reserves 

 

Total reserves 

 

Profit 
brought 
forward 

 EUR  EUR  EUR  EUR  EUR 
Balance at the beginning 
of the year 

9,015,445  36,021,606  25,786,610  70,823,661  - 

          
Net profit for the year 
ended March 31, 2025 -  -  -  -  3,953,111 

          
Appropriation of prior 
result -  3,471,386  481,725  3,953,111   (3,953,111) 

          
          
Balance at the end of the 
year 9,015,445  39,492,992  26,268,335  74,776,772  - 

The Annual General Meeting of Shareholders dated September 16, 2025, approved the appropriation 
of the result of the Bank as at March 31, 2025.  
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16 Assets and liabilities denominated in foreign currencies  
As at March 31, 2026, assets denominated in foreign currencies amounted to EUR 300,838,553 
(March 31, 2025: EUR 297,898,939) and liabilities amounted to EUR 300,999,825 
(March 31, 2025: EUR 298,010,523) 

17 Commitments 
Deposit guarantee and investor compensation scheme 

The law related to the resolution, reorganisation and winding-up measures of credit institutions and 
certain investment firms and on deposit guarantee and investor compensation schemes (“the Law”), 
transposing into Luxembourgish law the directive 2014/59/EU establishing a framework for the 
recovery and resolution of credit institutions and investment firms and the directive 2014/49/EU related 
to deposit guarantee and investor compensation schemes, was passed on 18 December 2015. 

The deposit guarantee and investor compensation scheme through the “Association pour la Garantie 
des Dépôts Luxembourg” (AGDL) was replaced by a new contribution-based system of deposit 
guarantee and investor compensation scheme. This new system covers eligible deposits of each 
depositor up to an amount of EUR 100,000 and investments up to an amount of EUR 20,000. The Law 
also provides that deposits resulting from specific transactions or fulfilling a specific social or other 
purpose are covered for an amount above EUR 100,000 for a period of 12 months. 

The funded amount of the “Fonds de résolution Luxembourg” (FRL) shall reach by the end of 2024 at 
least 1% of covered deposits, as defined in article 1 number 36 of the Law, of all authorized credit 
institutions in all participating Member States. This amount is collected from the credit institutions 
through annual contributions during the years 2015 to 2024. The target level of funding of the “Fonds 
de Garantie des Dépôts Luxembourg” (FGDL) is set at 0.8% of covered deposits, as defined in article 
163 number 8 of the Law, of the relevant credit institutions and is to be reached by the end of 2018 
through annual contributions. The contributions are to be made in the form of annual payments during 
the years 2016 to 2018.  

When the level of 0.8% is reached, the Luxembourgish credit institutions are to continue to contribute 
for 8 additional years in order to constitute an additional safety buffer of 0.8% of covered deposits as 
defined in article 163 number 8 of the Law.  

The law of 23 December 2016 on the tax reform 2017 has introduced a tax neutral reversal of the 
existing AGDL provisions in successive annual tranches from 2016 to 2026, under the condition that 
each annual tranche is at least equal to the contributions to the FGDL and FRL for that fiscal year. Any 
remaining balance of the AGDL provision not yet reversed at the end of this transitional period will 
have to be reversed and added to the taxable income of the year 2026. 

On 18 January 2017, CSSF issued a circular letter relating to the abrogation of the AGDL and to the 
consequent accounting treatment of the AGDL reversal to enable the banks to follow from an 
accounting point view the tax treatment foreseen in the law of 23 December 2016.  

As a consequence, the Bank reversed the AGDL provision for an amount of EUR 277 in Other 
operating income and recorded a 2016 contribution of EUR 1,779 and EUR 150,723 to the FGDL and 
FRL respectively in the Other administrative & Other operating expenses. During the financial year 
ended March 2026, the contributions paid by the Bank for the SRB (Single Resolution Board) 
amounted EUR 4,000 (March 31, 2025 : EUR 4,000). 

The Bank has entered into certain commitments which are not disclosed either in the balance sheet or 
in the off-balance sheet, but which are relevant for the purposes of assessing the financial situation of 
the Bank. 
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In December 2023, the rental contract ending in December 2024, which was signed by the Bank in 
2015, has been tacitly renewed for 3 additional years as the Bank has not terminated it.  

In particular, the Bank’s commitments in respect of fixed rental payments for premises and assets under 
leasing contracts are:  

 31/03/2026  31/03/2025 
 EUR  EUR 
    
Amounts committed to be paid within 12 months 773,122  756,722 
Amounts committed to be paid between one and five years 591,430  2,059,093 
 1,364,552  2,815,815 

18 Fiduciary transactions 
As at March 31, 2026 and March 31, 2025, there are no assets and liabilities resulting from fiduciary 
transactions which are not expressively governed by the law of July 27, 2003, as amended. 

Since 2024, fiduciary transactions concluded with two banking counterparties have been converted 
into third party transaction. 

 

19 Interest receivable and similar income 
The amount of interest receivable and similar income remains quite stable compared to the previous 
year. However, two distinct trends are to be considered in this year's result. The uncertainties in the 
international economic and political landscape result in the decrease of the benchmark rates in 
international financial markets and impact the interest margin on investment funds cash amounts 
deposited to banking counterparties. On the other hand, the reinvestment of mature securities held in 
the bank's own portfolio at more favorable yields to maturity allowed maintaining a higher level of 
interest. 

 

20 Interest payable and similar charges 
Interest payable and similar charges remains stable despite the decline of benchmark rates in 
international financial markets that had an impact on the return on cash from investment funds 
deposited with banking counterparties.  
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21 Management and representative services 
The Bank provides mainly the following management and representative services to third parties during 
the financial year: 

• Custody services for investment funds; 
• Central administration services for investment funds;  
• Fiduciary representations for funds; and 
• Other services: 

- Administration services for a related company namely SMBC Nikko Investment Fund 
Management Company. 

22 Commission receivable 
As at March 31, 2026 the total of commission related to the investment funds activities amounts 
EUR 23,277,898 (2025: EUR 22,279,904) and consists of the following: 

- Custodian bank: EUR 4,371,773 
- Central Administration: EUR 17,270,296  
- Other (Agent commission, financial report fees, etc): EUR 1,635,830 

Despite the negative impact of the foreign exchange rates against Euro, the commission remains stable 
which is due to the increase of the level of assets held in custody. 

   

23 Commission payable 
As at March 31, 2026 the total of commission payable EUR 1,007,989 (2025: EUR 1,024,800) and 
consists of the following: 

- Commission paid on guarantees received: EUR 653,958 
- Clearing fees: EUR 154,633  
- Other: EUR 199,398 

24 Other operating income 
Other operating income consists of the following: 

 31/03/2026  31/03/2025 
 EUR  EUR 
    
Tax reimbursement 102,989  - 
VAT reimbursement receivable 9,362  - 
Custody settlement differences 548  904 
Other income/reversal of provisions 292,707  352,386 
 405,606  353,290 
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25 Other operating charges 
Other operating charges consist of the following: 

 31/03/2026  31/03/2025  
 EUR  EUR  
     
VAT payment and provision 370,493  205,058  
Tax adjustment on previous financial years 2,594  -  
Custody settlement differences 580  269  
Other charges 251,279  54,009  

 624,946  259,336  

 

As at March 31, 2026, other operating charges mainly include the amounts related to VAT payable for 
year 2025 (EUR 370,493), outsourcing fees related to the previous year and the reversal of excess of 
commission receivable that was booked in March 2025 (EUR 251,279).  

26 Staff costs 

26.1 Directors 
The average number of directors having been mandated during the financial year was as follows:  

 

 31/03/2026  31/03/2025 
     
Board of Directors’ members 6  6 

There were no remuneration, pension, loans, advances or guarantees given to directors for the years 
ended March 31, 2025 and March 31, 2026 as regards to their mandate of director. 

As of March 31, 2026, the number of members of the Board of Directors is 6 (2025: 6).  

26.2 Personnel 
The average number of persons employed during the financial year was as follows:  

 31/03/2026  31/03/2025 
Category    
Senior management (*) 17  16 
Middle management  19  18 
Employees  58  57 
 94  91 

 
* Are considered within this category the Managing Director, the Deputy Managing Director, the Members of the 

Management Committee and the Vice Presidents of the Bank. 
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The remuneration of the Senior management was as follows:  

 31/03/2026  31/03/2025 
 EUR   EUR  
    
Remuneration 3,367,400  3,279,606 
Pension 129,596  369,266 
Loans, advances, guarantees given 18,363  15,286 
 3,515,359  3,664,158 

Since 2009, the Bank introduced to the staff a supplementary pension scheme with defined 
contributions as defined by the legal Act of 8 June 1999. This scheme is managed by an external 
insurance company under Luxembourg regulation.  

The Bank has issued letter of guarantees amounting EUR 35,030 (2025: EUR 32,030), covering the 
risks associated with renting properties in Luxembourg for expatriates. 

At the beginning of the financial year 2025, the Bank had to catch up pension years due to employee 
misclassification. 

27 Tax charge 
The Bank is liable to taxes on income and net assets. The Luxembourg tax authorities have issued 
assessments for the financial years up to 2024. Tax liabilities are recorded under “Provisions for 
taxation” in the balance sheet. 

28 Breakdown of income by geographic markets  
The Bank’s income is derived mainly from Luxembourg, Cayman Islands and United-Kingdom.  

29 Audit fees  
Audit fees billed (excluding VAT) to the Bank by KPMG Audit S.à r.l. and other member firms of the 
KPMG network for the year are as follows: 

 31/03/2026  31/03/2025 
 EUR  EUR 
    

Audit fees 228,690  223,112 
Audit related fees 43,356  42,300 

 272,046  265,412 
   

Such fees are presented under “Other administrative expenses” in the profit and loss account. 
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30 Return on assets (“ROA”) 
The Bank return on assets is as follows: 

 31/03/2026  31/03/2025 

 EUR  EUR 

    
Net profit for the financial year 3,452,249  3,953,111 
Total assets 509,581,899  505,071,003 
Return on assets 0.68%  0.78% 

 

31 Tax reform – Pillar II 
On 20 December 2023, the Luxembourg Parliament transposed in domestic law the EU Directive 
2022/2523 (also known as the Pillar Two minimum taxation rules) which aim to ensure a 15% 
minimum tax rate for multinational groups (MNE) and large-scale domestic groups in the European 
Union with a consolidated revenue of at least EUR 750 million (hereafter the Pillar 2 Law). 

The SMBC Group falls within the scope of the global minimum taxation rules.  The Bank conducted 
an impact assessment of the OECD transitional safe harbour rules and concluded that it should not be 
subject to top-up tax for the current year as its Pillar Two effective tax rate is above the 15% minimum 
tax rate. 

Further to the opening of the Luxembourg tax office dedicated to this matter, SNBL is currently 
working on the registration of SMBC group entities located in Luxembourg. 

32 Pillar III – Disclosure report 
SMBC Nikko Bank (Luxembourg) S.A.,’s Pillar III disclosure report is integrated in the SMBC Bank 
EU A.G.’s consolidated report to be submitted to EBA.  As per Article 434 of Regulation (EU) No 
575/2013, as amended, EBA shall publish that information, together with its submission date, on its 
website. 

33 Subsequent events 
No events took place after closing of the reporting year, which would materially impact the financial 
position of the Bank as of March 31, 2026, or require disclosure. 

Global geopolitical dynamics in 2026 are marked by multiple high-risk hotspots, strategic 
competitions, and interlinked economic and security challenges that continue to reshape international 
relations. The Russia-Ukraine war remains a central security concern, influencing European energy 
markets and Middle East countries faced heightened instability, including ongoing tensions, proxy 
warfare and disruptions in Gulf energy infrastructure. Geopolitical risks are influencing global trade, 
financial markets and investment flows. Protectionist policies and tariff disputes, especially between 
major economies, contribute to volatility of the markets while the acceleration of industrial and social 
transformation driven by technological advancements such as AI and semiconductors supported the 
growth of the economy.  Even if it is difficult to have clear visibility of how the current situation is 
developing in the following months, SNBL is closely monitoring future developments as all these 
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aspects have direct impacts on the funds’ performances, sub-custodian network’s continuous service 
and by extension on the commissions received by the bank. 
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