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3)  The upper level of the corridor for Fed key rates is shown in the chart. 
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Office 48 %

Industrial / logistics 30 %

Hotel 5 %

Share of transaction volume observed worldwide in 2020
%

Retail 17 %

1)  New business, excluding former WestImmo’s private client business and local authority lending business.
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Commercial property 
finance business  
with mandatory rating  
€ 28.1 bn

Commercial property 
finance business  
with mandatory rating  
€ 26.8 bn

Loans and advances not  
requiring a rating* € 0.4 bn

Loans and advances not  
requiring a rating* € 0.5 bn

Loans and advances 
to sovereign states  
and local authorities  
€ 7.6 bn

Loans and advances 
to sovereign states  
and local authorities  
€ 7.8 bn

Loans and advances  
to financial institutions 
€ 2.3 bn

Loans and advances  
to financial institutions 
€ 2.4 bn

*  Including the private client business  

of former WestImmo

*  Including the private client business  

of former WestImmo

Breakdown of on-balance sheet and off-balance sheet business
by rating procedure, € bn 31 Dec 2020

Breakdown of on-balance sheet and off-balance sheet business
by rating procedure, € bn 31 Dec 2019
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the value of more than 250,000 virtual shares held by the members of the Management Board which 
are subject to deferral/holding periods, was down year-on-year in line with share price performance.  

 
Outlook 

Various adjustments to the remuneration system were adopted by the Supervisory Board in 2020 
following intensive discussions with Aareal Bank’s shareholders in order to achieve an increased    
focus on the sustainable development of Aareal Bank Group in the long run. For the variable 
remuneration from the 2021 financial year onwards, this will, in particular, include establishing the 
systematic requirement for at least 15% of the targets set to be based on quantifiable ESG criteria in 
the future.  

In addition, the proportion of share-based remuneration was already increased to 55% for the 2020 
variable remuneration (with the exception of the Chairman of the Management Board, Hermann 
Merkens, who was released from his duties at the end of the reporting year). There is still no need 
for any agreement requiring Management Board members to enter into any proprietary investments 
in Aareal Bank shares, since the existing system meets the purpose of such an investment. By 
granting 55% of variable remuneration in the form of virtual shares, together with the fact that variable 
remuneration – assuming a target achievement level of 100% – is nearly equivalent to the fixed 
annual salary, Management Board members will have regularly earned virtual shares equivalent to a 
fixed annual salary level after three years. Given the long deferral periods and the holding periods, 
this is a value which they usually retain until the end of their term on the Management Board (cf. 
section "(Virtual) shareholdings of Management Board members and share-based remuneration").  

The enhanced Management Board remuneration system will be put to the vote at this year’s Annual 
General Meeting, the aim being for it to apply as of the 2021 reporting year. 

  

Remuneration system for the Management Board 

Remuneration element  Description Reference to strategy and long-term development 
    
Fixed remuneration elements 
Fixed annual salary 
+ ancillary benefits 
= basic remuneration 

• Fixed contractually agreed remuneration in line with standard 
market conditions, paid monthly 

Guaranteeing the fixed income in the form of a fixed 
annual salary and ancillary benefits equivalent to scope 
and complexity of the business and the role and 
responsibility of the individual members of the 
Management Board, and competitive on the market. 

• Ancillary benefits in line with standard market conditions, in 
particular a company car that can also be used for private 
purposes or a lump-sum payment for members who decide 
against a company car; certain costs for security expenses, 
including the taxes and social security contributions payable  
on these amounts; (substitute) social security contribution 
corresponding to 50% of the contributions due under the 
statutory social security scheme 

• The resulting basic remuneration accounts for around 45% of the 
total target remuneration for Management Board members 

Pension obligations • Defined contribution commitment with guaranteed interest 

Granting of pension commitments for financial security in 
retirement and protection in case of death and disability 
that are in line with market requirements. 

 • Annual contributions of around 15% of the total target 
remuneration for Management Board members 

 • Management Board members are entitled to pension payments 
when they reach a defined age 

 • In the event of permanent disability, Management Board 
members are entitled to invalidity benefits even before they 
reach this defined age 
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Remuneration element  Description Reference to strategy and long-term development 

 
Variable remuneration elements 
 • The target variable remuneration corresponds to around 40% of 

the Management Board members’ total target remuneration 
Calculation of variable remuneration on the basis of 
annual financial and non-financial performance criteria that 
promote the achievement of the strategic objectives. 
 
Provides incentives to Management Board members for 
implementing the business priorities of Aareal Bank and to 
act in the interest of the long-term and sustainable positive 
business development. 
 
Group performance targets account for 70% of overall 
target achievement, hence prioritising the entire 
Company’s interest, including shareholder expectations. 
 
By granting the variable remuneration, Aareal Bank meets 
the regulatory requirements to which it is subject. 

 • Variable remuneration is determined via the achievement of 
targets derived from the business and risk strategies, and which 
are in line with Aareal Bank’s corporate and risk culture 

 • Group (70%), sectional (15%) and individual (15%) targets 
 • Group targets usually correspond to the financial KPIs used in 

the management system, while sectional and individual targets 
can include both financial and non-financial KPIs. At least 15%  
of the target achievement will be based on quantitative ESG 
targets from the 2021 financial year onwards. 

 • Performance measurement based on criteria whose achievement 
is determined over a three-year period 

 • No discretionary components besides the targets derived from 
the strategy 

 • Breakdown of variable remuneration via four components  
(as per regulatory requirements) 

 • At least 55% of variable remuneration is share-based 
 • At least 80% of the variable remuneration is paid out on a 

deferred basis (20% as a share bonus with one-year retention 
period, plus 60% cash and share deferral) 

 • Maximum overall target achievement level is capped at 150%  
of the target value 

 • Maximum variable remuneration cannot exceed fixed 
remuneration 

 • No compensation is granted in the form of special bonuses 
extending over and above the components referred to above. 

    
Other rules 

Risk-bearing capacity 
• Before disbursing the variable remuneration, the Supervisory 

Board reviews it regarding its compatibility with the risk-bearing 
capacity. 

Disbursing variable remuneration is not meant to threaten 
Aareal Bank’s financial solidity. 

Penalty and clawback • All components of the variable remuneration are subject to 
penalty and clawback provisions. 

Within the meaning of responsible and sustainable 
corporate governance, and for the purpose of 
implementing the regulatory requirements, penalty and 
clawback rules are a mandatory part of good corporate 
governance, which in turn is firmly enshrined in Aareal 
Bank’s strategy. 

 

• Admission of an adjustment to outstanding remuneration and/or 
clawback of remuneration already disbursed in case of clawback 
events. 

Consideration of 
extraordinary 
developments 

• (Modifier) adjustment of Group target achievement level by  
20 percentage points possible in cases involving exogenous 
circumstances. 

In order to ensure that the remuneration system provides 
incentives for the actual performance of the Management 
Board member with regard to the sustainable and long-
term development of Aareal Bank Group, adjustments can 
be made subject to pre-defined and very restrictive 
conditions. 

• In principle, no subsequent adjustments to remuneration targets, 
unless extraordinary developments result in the business 
strategy being adjusted during the year. 

From the 2021 reporting 
year onwards:  
Maximum remuneration 
of € 5.5 million per 
Management Board 
member (within the 
meaning of section 87a 
of the German Public 
Limited Companies Act 
(Aktiengesetz – "AktG") 

• Maximum expense amount for the financial year which includes 
the fixed annual salary, variable remuneration elements (incl.  
the development of the virtual shares over the next six years), 
ancillary benefits and pension obligations (service cost). 
Severance payments are excluded from this amount as a non-
standard remuneration component. 

In order to define absolute values to ensure the 
proportionality of the amount of Management Board 
remuneration, the maximum remuneration sets a specific 
upper limit. This theoretical maximum value is based on a 
maximum possible target achievement level over the entire 
three-year assessment period and maximum share price 
performance. This means that the maximum remuneration 
can be clearly distinguished from the total target 
remuneration. 

 

• The maximum remuneration is stated individually for each 
member of the Management Board and applies until the next 
proposal is made to the Annual General Meeting. It is calculated 
based on the maximum possible values for the abovementioned 
remuneration components, plus a buffer for fluctuations in the 
share price, for example. 
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Target achievement and variable remuneration for financial year n

Annual target  
achievement

Level of target  
achievement

(%) for
financial year n

Three-year assessment
(values from 2021 onwards in brackets)

2020 (from 2021)
70 % 15 %15 %

Possible target 
 achievement range

Sectional targets
Implementation of  
strategic projects  

(cf. ”Business strategy”  
and ”Group targets”  

in the Report on Expected 
Developments and Oppor-
tunities and the catalogue  

of performance criteria)

Individual targets
Individual contributions, 
exercising function as a  

role model, implementation 
of the cultural objective, 
compliance with govern-
ance requirements, ESG 

(quantified) (cf. catalogue of 
performance criteria)

Financial targets Financial and non-financial targets

x x x

= +

Level of target 
achievement  

x 9.0 %

Level of target 
achievement  

x 4.5 %

Level of target 
achievement  

x 1.5 %

Level of target 
achievement  

x 9.0 %

Level of target 
achievement  

x 4.5 %

Level of target 
achievement  

x 1.5%

Variable remuneration 
for financial year n

Target variable 
 remuneration

Level of target achievement for financial year n
based on a three-year assessment= X

0 - 150 % 0 - 150 %

+

0 - 150 % 0 - 150 %

Level of target 
achievement 

x 39.0 % (42 %)
n

n-1

n-2

Level of target 
achievement  

x 21.0 %

Level of target 
achievement  
x 10.0 % (7 %)

57 % (60 %)

30 %

13 % (10 %)

Group Division Individual

Group performance 
target 

Consolidated  
operating profit  

Risk-weighted assets  
 

Minimum requirement: 
CET 1 ratio and LCR 

x



Implementation  
Risk strategies

Implementation  
Remuneration strategy

Corporate and risk culture

Group planning
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Risk-bearing
capacity

Corporate
KPIs

Risk manage-
ment system

Target  
values

Group targets 
Sectional targets
Individual targets

Business Strategy

System for defining targets

+ +

ESG targets to be enshrined through the business strategy
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FY-2 to FY
(three-year  

assessment basis)

25% cash deferral (until 2020: 30 %) 
(over 5 years – 1/5 for each year)

20 % share bonus
(one-year holding per)

20 % cash bonus
(immediate disbursement)

7 % subject to 
holding period

Initial value  
for calculating 
virtual shares

The Supervisory Board regularly examines, at the beginning of each year and prior to disbursement or conversion into virtual shares, whether the original 
target achievement still applies, and whether a penalty-triggering event has occurred which requires reduction or clawback of variable remuneration.

+ value of shares 
(share bonus)
+ € 50,000  

(deferred cash)

€ 1 mn* x 100 %
= € 1 mn 

+ fixed remuneration 
 component

+ € 200,000  
(cash bonus)

+ value of shares 
(share deferral)

+ € 50,000  
(deferred cash)

+ value of shares 
(share deferral)

+ € 50,000  
(deferred cash)

+ value of shares 
(share deferral)

+ € 50,000  
(deferred cash)

+ value of shares 
(share deferral)

+ € 50,000  
(deferred cash)

+ value of shares 
(share deferral)

7 % subject to 
holding period

7 % subject to 
holding period

7 % subject to 
holding period

7 % subject to 
holding period

5 % cash 5 % cash 5 % cash 5 % cash 5 % cash

35 % share deferral (until 2020: 30 %) 
(over 5 years – 1/5 for each year)

Clawback option

Total determination period: 9 years

*For the sake of simplicity of this sample presentation, variable remuneration for a 100 % target achievement level was set to a notional value of € 1 million.

Sample disbursement methodology, based on 100% target achievement for the financial year

FY+1 FY+2 FY+3 FY+4 FY+5 FY+6 FY+7 FY+8
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Additional control

Additional control

General Meeting Employees

Determination and control of remuneration systems 

Supervisory Board Management Board
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Responsibility statement 



Report of the Supervisory Board  
of Aareal Bank AG, Wiesbaden 
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Report on Remuneration Transparency 





Offices 





11 May 2021 Publication of results as at 31 March 2021

18 May 2021 Annual General Meeting

12 August 2021 Publication of results as at 30 June 2021

11 November 2021 Publication of results as at 30 September 2021
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