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RISK FACTORS 

Date: As of 1 July 2019 

Any investment of shares (the "Shares") in Cembra Money Bank AG (the "Company", and together with its 

subsidiaries, the "Group") involves a high degree of risk. Below are some risks outlined which may apply 

when investing in Shares. The risks below are not the only ones applicable to the Group and additional risks 

presently not known or currently deemed to be immaterial may have an adverse effect on the Company's 

and/or the Group's business, results of operations, financial condition and/or prospects. The realisation of 

one or more of these risks individually or together with other circumstances may have a material adverse 

effect on the Group’s business, results of operations, financial condition and/or prospects. In addition, each 

of the risks set out below could adversely affect the trading price of the Shares or of other securities of the 

Company, and investors of such securities may lose all or a part of their investment. 

The order in which the following risk factors are presented is not an indication of the likelihood of their 

occurrence and their importance. 

These risk factors do not purport to solicit or promote any investment in the Shares or any other securities 

issued or to be issued by the Company. 

Risks Related to the Company, to the Group and to the Industry  

Competition in the financial services industry is intense and increasing competition may adversely 

affect the Group’s business 

The industry in which the Group operates is highly competitive and the competitive conditions are expected 

to continue. The Group’s ability to compete depends on many factors, including its reputation, the quality of 

its services, product innovation, execution ability, pricing, sales efforts, and the talent of its employees. 

In particular, the Group competes with the financial services businesses of a number of large international 

financial institutions as well as with established local and regional competitors based in Switzerland. Many 

of its competitors are part of larger financial services groups and may therefore have greater access to capital, 

financial or other resources than the Group. Furthermore, competition might lead to pressure on financial 

margins. 

In addition, there has been some consolidation in the financial services industry in the past and there may be 

more in the future. If competitors consolidate, the combined businesses may gain economies of scale and 

develop new products. As a result, they may be able to compete more effectively on the basis of product 

offerings and price. 

The competition the Group faces in respect of a particular product may depend on the level of sophistication 

that customers have reached. In respect of many products, customers are becoming more demanding and 

sophisticated in their needs. To the extent the Group is not in a position to satisfy all customers’ needs, it is 

exposed to the risk that competitors may be more successful in attracting and retaining customers, growing 

their service offerings and, consequently, improving their business, results of operations, financial condition, 

and/or prospects. 

To the extent that the Group does not successfully compete in terms of the development of its customer base, 

product offering, pricing, performance, distribution channels or service, its business, results of operations, 

financial condition and/or prospects may be adversely affected as a result. 

In the recent years, several new market entrants or existing competitors launched new credit cards or digital 

and other technology based payment tools with credit features which may substitute conventional credit 

cards. Some of these competitors may be able to offer services or credit at significantly lower cost than the 

Group currently does. This may force the Group to lower its fees and/or adapt its products, services or 
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distribution channels in order to retain its customers. If the Group is unable to adequately address these 

challenges, this could have an adverse effect on the Group’s business, results of operations, financial 

condition and/or prospects.  

The Group’s business is focused on providing credit products principally to individuals and to small 

businesses 

The Group’s revenue is derived almost entirely from the provision of credit products (and insurance sold with 

those products) to individuals and small businesses in Switzerland. The demand for, and profitability of, the 

credit products the Group offers may be reduced due to a variety of factors, such as demographic patterns, 

changes in customer preferences or financial conditions, regulatory restrictions that, among other things 

affect the pricing of, and/or decrease customer access to, or demand for, particular products or the availability 

of competing products. A significant reduction in the demand for, or the profitability of, such products could 

have an adverse effect on the Group’s business, results of operations, financial condition and/or prospects. 

The Group's business is exposed to adverse competitive, economic, political, regulatory or market changes 

in Switzerland. Such changes could have an influence on the demand for the Group’s credit products and 

their pricing. Moreover, being based almost entirely in Switzerland, the Group’s business is subject to greater 

geographic concentration risks than some of its competitors. 

The Group operates in an industry that is highly regulated and may be adversely affected by legal or 

regulatory risks and reputational implications from the legal and regulatory environment 

In recent years, there has been increased regulation of the financial services industry in Switzerland that has 

imposed substantial new or more stringent regulations in different areas such as internal practices, capital 

requirements, procedures and controls, know your customer rules, disclosure requirements, financial 

reporting, corporate governance, auditor independence, equity compensation plans, distribution fees and 

money laundering. 

Changes in legislation affecting the Group's business, such as the lowering of maximum annual interest rates 

chargeable on consumer credit products, could have an adverse effect on the Group’s business, results of 

operations, financial condition and/or prospects. 

In addition, the Group is regulated by FINMA and holds a Swiss banking licence that is essential for its 

continuing operation. In case of non-compliance with regulatory requirements, FINMA may impose 

enforcement actions, such as reprimand, disgorgement of profits and injunctive relief. Such non-compliance 

with regulatory requirements may ultimately result in the revocation of the Company’s banking licence or 

other enforcement or insolvency measures being applied.  

In addition, non-compliance with banking regulations, including in particular the new or more stringent 

regulation described above, such as with regards to operational and other risks, money laundering, know your 

customer rules, etc. may further result in fines and criminal sanctions and may harm the Group's reputation. 

Swiss consumer protection laws may have an adverse effect on the Group’s business 

The Group’s business is affected by Swiss consumer protection laws, including the Consumer Credit Act of 

23 March 2001, as amended (the "CCA"). The CCA, among other things, sets the maximum effective annual 

interest rate that may be charged on consumer credit products, specifies information that must be included in 

a consumer credit agreement and requires the Group to perform a credit capacity check on consumers prior 

to entering into a credit agreement with them that falls within the scope of CCA . 

As of 1 July 2016, the Federal Council lowered the maximum effective annual interest rates that may be 

charged on consumer credit products from 15% to 10% for cash credits and 12% for credit cards overdrafts. 

If defined mitigation measures fail to be proven effective and/or if the Federal Council were to further lower 

these rates, it could have an adverse effect on the Group’s business, results of operations, financial condition 

and/or prospects. 
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The CCA requirements are subject to interpretation giving courts a considerable discretion in their 

interpretation. For example, if any court were to find that the Group violated the applicable credit capacity 

check requirements with respect to any consumer credit product, the Group would not be entitled to any past 

due or future payments of interest and fees under the credit agreement and it cannot be excluded that such 

court could find that the Group must repay to the customer all interest and fees already paid thereunder. 

However, the consumer would remain obliged to repay the original credit amount extended. If the court were 

to find that there had been a severe violation of the credit capacity check requirements, the customer would 

not be required to repay the Group for the original credit amount extended and could require the Group to 

repay all past payments already made under the credit agreement. 

The content and form of the information required to be included in a consumer credit agreement under the 

CCA varies depending on the type of consumer credit product being offered. Even if a consumer credit 

agreement of the Group fulfils the information requirements of the CCA as to content, it may not necessarily 

fulfil the information requirements as to form. If a consumer credit agreement does not fully satisfy the 

applicable CCA information requirements (whether as to content or form), such credit agreement is void. In 

such a case, the Group would not be entitled to any past due or future payments of interest and fees under the 

credit agreement and the customer could demand the Group to repay all interest and fees already paid 

thereunder. However, the customer would remain obliged to repay to the Group the original credit amount 

extended following the repayment obligations set forth in the consumer credit agreement or in monthly 

instalments in accordance with the CCA. 

Failure to conduct the required credit capacity check or breach of information requirements with respect to a 

significant volume of the Group’s consumer credit agreements could have an adverse effect on the Group’s 

reputation, business, results of operations, financial condition and/or prospects. 

The Group may fail to adequately maintain and protect customer information 

The Group collects and processes sensitive personal data (including names, addresses, age and other personal 

data) from its customers and employees as part of the operation of its business and therefore must comply 

with relevant data protection and privacy laws, including the Swiss Banking Act, and industry standards. The 

Group outsources various business activities to third party providers in Switzerland and abroad. The Group 

must comply with all applicable FINMA circulars and data protection and privacy laws in case it outsources 

any activities. If the Group or any of its service providers in relation to outsourced activities were to violate 

any regulation applicable to the Group, the Group may be subject to regulatory sanctions, including the 

revocation or limitation of the Company’s banking licence and/or civil or criminal sanctions for violation of 

banking secrecy and data protection laws. 

The Group relies significantly on information technology systems and is exposed to the failure of such 

systems, associated back-up facilities or cyber-security risks 

The Group’s business is highly dependent on its information technology systems and those of key service 

providers and is exposed to any failure of, or interruption to, such systems. Risks arise, in particular, from 

errors made in the automated underwriting and credit scoring systems or the confirmation or settlement of 

transactions or from the improper recording or accounting of transactions. The Group relies heavily on 

financial, accounting and other data processing systems. If any of these do not function properly, it could 

suffer financial loss, business disruption, customer liability, regulatory intervention or damage to its 

reputation. Although the Group has back-up systems and business continuity measures in place, it cannot be 

certain that these systems will not fail or will be adequate if needed. 

The Group’s business depends in particular on the ability to process a large number of transactions efficiently 

and accurately. Losses can result from inadequate personnel, inadequate or failed internal processes and 

systems, or from external events that interrupt normal business operations. 

The services the Group provides involve the storage and transmission of customers’ information. The Group’s 

information technology systems and network infrastructure, or those of third party service providers or its 
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credit card and online affiliate partners, may be exposed to physical damage or cyber-attacks. The Group’s 

customers may be exposed to cyber-attacks resulting in loss of personal data which may in turn result in 

fraudulent transactions, with the Group generally bearing the risk of loss in such cases. Such attacks could 

result in material financial loss, regulatory actions, breach of customer contracts, reputational harm or legal 

liability, which, in turn, could adversely affect the Group’s business, results of operations, financial condition, 

and/or prospects. 

Any security breach, such as a hacker attack, a virus or worm, or an internal problem with information 

protection, such as failure to control access to sensitive systems, could materially interrupt the Group's 

business operations or cause disclosure or modification of sensitive or confidential information. Such a failure 

could result in material financial loss, regulatory actions, breach of customer contracts, reputational harm or 

legal liability, which, in turn, could adversely affect the Group’s business, results of operations, financial 

condition, and/or prospects. 

The Group operates in an industry characterised by continued improvements in operational and 

information technology infrastructure 

The financial services industry is characterised by continued improvements in operational and information 

technology infrastructure, including changes in use and customer requirements and preferences, frequent 

product and service introductions employing new technologies, and the emergence of new industry standards 

and practices that could render the Group’s existing technology and systems obsolete or less effective. 

There can be no assurance that the Group will be able to anticipate and respond to the demand for new 

services and technologies in a timely and cost-effective manner, and to adapt its infrastructure to 

technological advancements and changing standards. Failure to do so could adversely affect the Group’s 

business, results of operations, financial condition, and/or prospects. 

The Group is exposed to reputational risks related to its operations, third parties and the financial 

services industry as a whole 

The Group is exposed to the risk that threatened or actual legal proceedings, misconduct, operational failures, 

negative publicity and press speculation, whether or not valid, may harm its reputation and create 

disproportionate negative media coverage of it or some or all of its employees, directors, credit card or online 

affiliate partners, auto dealers or independent agents. The Group's reputation could also be adversely affected, 

for instance, if its products fail to meet customers' expectations. Negative publicity resulting from legal 

proceedings could also result from failure in the Group’s information technology systems, loss or theft of 

customer data or confidential information, failure in its risk management or internal control procedures, 

failure or alleged failure in the Group’s obligations, failure of its products to comply with regulatory 

requirements, or fraud or misconduct committed by customers or one of its employees, directors, credit card 

or online affiliate partners, auto dealers or independent agents. 

The Group is also exposed to adverse publicity or speculation relating to the financial services industry as a 

whole. Financial scandals unrelated to it or questionable ethical conduct by a competitor may taint the 

reputation of the financial services industry as a whole or specific financial products also offered by the 

Group, and affect the perception of investors, public opinion and the attitude of regulators. 

Any damage to its reputation, or to the reputation of the financial services industry, could cause existing 

customers to withdraw from doing business with, and lead potential customers to be reluctant to do business 

with, the Group. Any resulting damage to the Group’s reputation could cause disproportionate damage to its 

business regardless of whether the negative publicity or speculation is factually accurate. Negative publicity 

may result also in greater regulatory scrutiny or in negative influences on the perception of the Company by 

rating agencies. In some circumstances, negative publicity may result in a gradual increase in the Group's 

cost of funding as it refinances its indebtedness. 

Any of these negative effects could adversely affect the Group’s reputation, business, results of operations, 

financial condition, and/or prospects. 
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The Group may be subject to litigation, regulatory and other sanctions and harm to its reputation as a 

result of employee, independent agent or auto dealer misconduct or errors that are difficult to detect 

and deter 

The Group is exposed to risk of fraud and misconduct by its employees, independent agents and auto dealers. 

There have been a number of highly publicised cases involving fraud or other misconduct by employees of 

financial services firms in recent years. The Group’s employees could execute transactions that exceed 

authorised limits or present unacceptable risks to the Group or divert funds from the Group. In addition, the 

Group's employees, independent agents or auto dealers could use information about the Group, confidential 

customer information or other confidential information provided by third parties to the Group for personal or 

other improper purposes, as well as misrepresent or conceal improper activities from the Group. Employee, 

independent agent and auto dealer errors expose the Group to the risk of material losses, in particular if errors 

are not detected promptly and/or the related transactions cannot be reversed without adverse consequences. 

Such errors may be more likely to occur if the Group expands its business to new products and new 

technological systems. 

Misconduct by any of the Group’s employees, former employees, independent agents or auto dealers could 

subject it to financial losses or regulatory sanctions and seriously harm its reputation. It may not be possible 

to deter or detect such misconduct and the precautions the Group takes to prevent and detect this activity may 

not be effective in all cases.  

The Group’s employees, independent agents and auto dealers may also commit errors or take actions that 

could subject the Group to financial claims for negligence or otherwise, as well as regulatory actions. Such 

errors or actions could result in unforeseen business risk, losses, and regulatory and other sanctions, could 

seriously damage the Group’s reputation and expose it to litigation, including financial losses resulting from 

the need to reimburse customers or business partners or as a result of fines or other regulatory sanctions. Any 

delinquencies or trading errors on the part of any of the Group’s employees, independent agents and auto 

dealers could, therefore, have an adverse effect on its reputation, business, results of operations, financial 

condition and/or prospects. 

The current legal regime in Switzerland does not provide for class actions or similar collective claims in 

principle. Collective claims facilitate to claim damages and are in particular less expensive for claimants. The 

Swiss law regime currently in force requires that each individual who suffered a damage raises a claim. 

However, in 2018, the Federal Council proposed amendments to the Swiss Civil Procedure Code that 

introduce collective claims. If adopted, the Group may be exposed to novel claims and/or claims with higher 

amounts. These claims could therefore have an adverse effect on the Group’s business, results of operations, 

financial condition and/or prospects. 

The Group is exposed to the risk of fraudulent behaviour of customers, depositors, merchants, auto 

dealers, independent agents, credit card partners, online affiliate partners, suppliers and others 

The Group is exposed to the risk that customers, depositors, merchants, auto dealers, independent agents, 

credit card partners, online affiliate partners, suppliers and others with which it deals will behave fraudulently. 

The Group diligently seeks to manage this risk and takes steps to detect any such fraud wherever possible. 

However, the Group may not detect all such fraudulent activity, and, even where it does, may not be able to 

prevent or recover losses incurred. Significant or regular fraudulent activity may have an adverse effect on 

the Group’s business, results of operations, financial condition, and/or prospects. 

The Group’s business depends on the accuracy and completeness of information about existing 

customers and applicants 

In deciding whether to approve loans or to enter into other transactions with existing customers or applicants, 

the Group must rely on information and documentation furnished to it by or on behalf of the existing customer 

or applicant (for example by auto dealers or independent agents), including financial information. The Group 

may also rely on representations of existing customers and applicants, auto dealers or independent agents as 
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to the accuracy and completeness of that information and/or documentation. If any of this information and/or 

documentation is inaccurate (whether intentionally or otherwise) and such inaccuracy is not detected prior to 

the Group advancing funds or granting auto leases, the value of the personal loan, auto lease and loan or 

credit card receivable may be significantly lower than expected. Whether an inaccurate statement is made, or 

inaccurate document is produced, by the existing customer, applicant, auto dealer or independent agent, the 

Group generally bears the risk of loss associated with the inaccuracy. The Group’s controls and processes 

may not have detected or may not detect all inaccurate information and/or documentation provided by or on 

behalf of its existing customers and applicants. Any such inaccurate information and/or documentation could 

adversely affect the Group’s business, results of operations, financial condition and/or prospects. 

The Group’s business is dependent on its relationships with credit card partners, auto dealers, 

independent agents and online affiliate partners 

The Group has a number of key business relationships, such as with Migros, Conforama, Touring Club 

Schweiz and FNAC for its credit card business. In addition, the Group has arrangements with auto dealers, 

independent agents, online affiliate partners and suppliers. Failure by these third parties to continue to 

generate business, or a failure by the Group to maintain these, or establish new relationships, could have an 

adverse effect on the business, results of operations, financial condition and/or prospects of the Group. 

The Group could be exposed to adverse changes in tax laws or practice  

Future changes in tax laws, e.g. following international tax developments of the Organization for Economic 

Cooperation and Development or changes in the application of tax rules e.g. in the area of transfer 

pricing, could result in additional taxes. In addition, The Group may become subject to tax audits which could 

cause the amount of our tax payable to increase materially and may result in penalties or interest. 

The Group is exposed to adverse changes in general economic, political and market conditions and 

natural disasters 

In addition to the risks specific to the offering of financial services in which the Group is engaged, its business 

is also exposed to general downturns in economic, political and market conditions and natural disasters. In 

recent years, financial markets have been adversely affected, including by the global financial crisis and 

recession, the European sovereign debt crisis, sovereign credit rating downgrades, wars, acts of terrorism and 

natural disasters, and there is a significant risk that similar disruptions will recur in the future. Uncertain 

political or economic prospects may result in a decline in the use of products offered by the Group. Any such 

change may have an adverse effect on the Group’s business, results of operations, financial condition and/or 

prospects. 

The residual value of a leased vehicle may not be reclaimed in full or at all by the Group upon sale 

In connection with its auto lease business, the Group purchases vehicles and resells them in accordance with 

the lease contract. The risk that the re-sale value of any lease vehicle may be less than the remaining 

outstanding balance at the time such lease agreement is terminated, at contractual end or during contract term 

is borne by the Group. This risk is mitigated by the Group's right under the dealer agreements to oblige a 

dealer to repurchase a lease vehicle at the contractually defined price set out in such dealer agreement upon 

termination of the lease agreement related to such dealer agreement. However, there is no assurance that the 

respective values of the leased vehicles to which the purchased lease assets relate have not depreciated or 

will not depreciate at a rate greater than the rate at which they were expected to do so on the date of 

origination. Reasons for a lower residual value of purchased lease assets which may have a negative impact 

on new vehicle sales or used vehicle supply include, among others, developments in the vehicle market, the 

actual or perceived quality, safety or reliability of certain brands, recalls by manufacturer, the shifting of 

consumer preferences, including environmental considerations, engine issues or potential bans for certain 

vehicles, such as diesel ones, a general deterioration of the economic conditions in Switzerland or damages 

of a vehicle which impair the vehicle's value. In addition, the market for leased vehicles in Switzerland is 

limited and the Group may not be able to sell a vehicle at expected terms or at all. Any such scenario could 
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have an adverse effect on the amount recovered upon a sale of a leased vehicles, upon default by a lessee or 

at the end of the term of a lease agreement.  

The Group is exposed to credit risk 

The Group is exposed to the risk that customers holding its credit products may not make interest, fee, 

instalments and/or principal payments due in a timely manner, in part or in their entirety, and that if they fail 

to do so the Group may not be able to enforce any security interest it might have. The obligations owed to 

the Group under its personal loan and credit card products, as well as a portion of those owed under its auto 

loan products, are unsecured. Only the obligations owed to the Group under its auto leases and some of its 

auto loans are secured. Vehicles may be lost, damaged or stolen and as such the Group may not be able to 

recover the full value of its secured loans and leases even where it successfully enforces its security. The 

Group may be exposed to the risk that auto dealers with whom it has contracted will not be able to fulfil their 

repurchase obligations. Furthermore, the Group does not conduct an extensive due diligence on a purchased 

lease asset but rather relies on representations and warranties of a seller which is obliged to indemnify the 

Group in case of a breach. However, such indemnifications are not secured. If the seller is not able to 

indemnify the Group in case of a breach of representations or warranties, this could have an adverse effect 

on the Group’s business, results of operations, financial condition and/or prospects. 

Consumer lending in Switzerland is mature and the Group has policies in place to assess the credit risk of 

borrowers. However, there can be no guarantee that the Group will accurately evaluate the credit risk of 

borrowers. If losses due to customer and counterparty defaults significantly exceed the amounts of the 

Group’s provisions, this could have an adverse effect on its business, results of operations, financial condition 

and/or prospects. 

The Group’s business is exposed to interest rate risk, liquidity and refinancing risk 

Most of the Group’s existing interest-earning assets and interest-bearing liabilities bear interest at fixed rates. 

However, the fact that such assets and liabilities mature at different times may expose the Group to the risk 

of a pricing mismatch between the two. The Group has policies in place to mitigate this interest rate risk, but 

these policies may be inadequate or ineffective. In addition, the legal limits on the effective annual interest 

rate chargeable on consumer credit products may prevent the Group from maintaining profitability across all 

products in an increasing interest rate environment. These factors could result in the Group’s profit margins 

on credit products being reduced. Increasing interest rates will also make credit products in general less 

attractive to existing customers and applicants. On the other hand, the Group may not be able to take full 

advantage of further declining interest rates in the future as it is primarily exposed to fixed rate liabilities.  

There is no assurance that the Company's assigned credit rating remains the same in the future. If rating 

agencies downgrade the Company's rating, the Group may only be able to borrow debt at less favourable 

conditions or not at all. 

Further, a default by a financial market participant (whether or not it is one with whom the Group has direct 

dealings) could lead to significant liquidity problems, losses or defaults by other financial institutions because 

the commercial soundness of many financial institutions may be closely related to each other as a result of 

credit, trading, clearing or other relationships between financial institutions. The risk is sometimes referred 

to as “systemic risk” and may adversely affect financial intermediaries and banks with which the Group 

interacts regularly, including those banks with which the Group deposits its cash reserves, and could, as a 

result, also indirectly adversely affect the Group. Although the Group has a diverse range of funding sources 

with a diversified maturity profile and policies in place to deal with liquidity risk and refinancing risk, these 

policies may be inadequate or ineffective especially during an external crisis. 

Any of the above factors may have an adverse effect on the Group’s business, results of operations, financial 

condition and/or prospects. 
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The Group may fail to implement an adequate risk management framework 

In doing business, the Group is exposed to numerous risks, including but not limited to credit risks, liquidity 

and funding risks and risks in connection with information security, cyber security or data privacy. The Group 

maintains a risk management framework in order to control its risks. Although the Group constantly assesses 

and further develops its risk management, processes and controls, it may fail to identify or underestimate 

risks and to implement adequate measures given the complexity of risk management. If the Group's risk 

management proves to be insufficient, this may result in an adverse effect on its business, results of 

operations, financial condition and/or prospects.  

The Group's failure of retaining key personnel in management and the information technology 

department could adversely affect the Group's operating performance 

The Group's success depends to a great extent on the ability and experience of its key personnel, in particular 

in its management and information technology department. The loss of the services of certain key personnel 

particularly to competitors, could have an adverse effect on the Group's results of operations. The failure to 

retain a sufficient number of qualified employees could significantly impede the Group's financial plans, 

growth and other objectives and have an adverse effect on the Group's results of operations. The Group may 

be able to retain key personnel only if it increases retention payments and otherwise increases the 

compensation the Group pays to its key personnel. 

The Basel III standards also contain new rules on calculating capital requirements for market risks. 

According to the international implementation schedule, these requirements need to be in force on 

1 January 2022 

On 7 December 2017, the Basel Committee on Banking Supervision published a document finalising the 

Basel III reforms, also known informally as Basel IV. The document concludes the proposals and 

consultations ongoing since 2014 in relation to credit risk, credit value adjustment risk, operational risk, 

output floors and leverage ratio. The key objective of the revisions is to reduce excessive variability of risk-

weighted assets (the “RWA”). The revisions to the regulatory framework are intended to help restore 

credibility in the calculation of RWA by (i) enhancing the robustness and risk sensitivity of the standardised 

approaches for credit risk and operational risk, which will facilitate the comparability of banks’ capital ratios, 

(ii) constraining the use of internally modelled approaches and (iii) complementing the risk-weighted capital 

ratio with a finalised leverage ratio and a revised and robust capital floor. The implementation date is expected 

to be 1 January 2022, with the output floor phased from 1 January 2022 to 1 January 2027. In this context, 

the Basel Committee on Banking Supervision also published the results of the cumulative quantitative impact 

study (QIS) and concluded that the aggregate capital shortfall as a result of the revisions is €90.7bn. Such 

changes may adversely impact any number of areas of the Group’s operations and activities and could have 

a material adverse effect on the Group’s capital requirements. 

In December 2010, the Basel Committee on Banking Supervision introduced certain liquidity requirements 

when it published the “International framework for liquidity risk measurement, standards and monitoring” 

(the “Basel III Liquidity”). The Group is required to maintain a Liquidity Coverage Ratio (“LCR”) of high-

quality liquid assets to estimated stressed short-term funding outflows and will be required to maintain a Net 

Stable Funding Ratio (the “NSFR”), both of which are intended to ensure that it is not overly reliant on short-

term funding and that it has sufficient long-term funding for illiquid assets. Increased capital requirements 

and higher liquidity requirements make certain lines of business less attractive and may reduce the 

Company’s or Group's overall ability to generate profits. The LCR and NSFR calculations make assumptions 

about the relative likelihood and amount of outflows of funding and available sources of additional funding 

in a market or firm-specific stress situation. There can be no assurance that in an actual stress situation the 

Group’s funding outflows would not exceed the assumed amounts. 

Future changes in Switzerland’s requirements for risk-based capital, leverage ratios or liquidity ratios, 

whether pertaining to the minimum levels required for Swiss banks generally or the Company and its Group 
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specially or to the calculation thereof, or changes in liquidity requirements could have a material adverse 

effect on the Group’s business and could affect its competitive position.  

Risks Related to the Acquisition 

The Acquisition is subject to certain conditions and there is no assurance that the Acquisition will close 

in time or at all 

The consummation of the Acquisition is subject to certain conditions precedents, such as the regulatory 

approvals which is outside of the Group's control. More specifically, the Group will apply with the Swiss 

Financial Market Supervisory Authority (FINMA) for an exemption from specific group supervision 

requirements during a limited transitional period from closing of the Acquisition. FINMA granting such 

exemption and confirming in writing to the Group that it has no objection to the Acquisition is a condition 

precedent to the closing of the Acquisition. The Group cannot assure that all conditions precedent to the 

Acquisition will be satisfied and as a consequence, there is a risk that the Acquisition does not close on a 

timely manner or at all.  

If the Acquisition fails to close on a timely basis or at all, this could have a material adverse effect on the 

Group's business, results of operations, financial condition and prospects. 

The Group may be unable to successfully achieve the Group's targets to realise the anticipated benefits 

of the Acquisition 

The success of the Acquisition will depend, in part, on the Group's ability to realise the anticipated benefits 

from acquiring cashgate AG ("cashgate"). The Group's may, in particular, not be able to: 

• achieve its targets and the benefits and synergies expected in connection with the Acquisition; 

• achieve its key commercial objectives following the Acquisition; 

• achieve its earnings accretion targeted in relation to the Acquisition; In particular, the success of the 

Acquisition will depend in part on the Group's ability to retain and develop its relationships with key 

customers and distributors, in particular auto dealers. While the Group has taken commercial measures 

to achieve this goal, certain distributors may terminate their relationship or divert volume to other 

sources of consumer credit, which would lead to a reduction of earnings; 

• avoid writing down the carrying value of its investment in any business acquired by way of the 

Acquisition; 

• fully integrate the information technology infrastructure of cashgate in the Group's existing 

technology infrastructure;  

• ensure that the services that a counterparty in the Acquisition or its affiliates provide pursuant to 

transitional service agreements will be timely; 

• adequately protect itself from contingent or unknown liabilities. In particular, the Group may fail to 

protect itself adequately from breaches of Swiss consumer protection laws, including the CCA which 

may taint the business acquired in connection with the Acquisition; and 

• recover pre-payments that the Group has made to the extent that a particular business or company is 

not transferred to the Group or a significant outflows of the business have occurred. 

The occurrence of any of these risks, the incorrect assessment of risks by the Group, or any other failure in 

relation to the Acquisition may have a material adverse effect on the Group's business, results of operations, 

financial condition and prospects and/or result in reputational damage for the Group. 
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The Group may not have identified all of the risks related to the Acquisition 

The Group may not have identified all of the risks related to the Acquisition in advance or may not have been 

able to adequately protect itself against such risks through indemnities, representations and warranties, or 

otherwise. In addition, preparing for the Acquisition and integration of cashgate may result in the diversion 

of management attention and resources. The occurrence of any of these risks, the incorrect assessment of 

risks by the Group, or any other failure in relation to the Acquisition may have a material adverse effect on 

the Group's business, results of operations, financial condition and prospects and/or result in reputational 

damage for the Group. 

Swiss consumer protection laws may have an adverse effect on cashgate business 

cashgate is active in the consumer credit business and is affected by Swiss consumer protection laws, 

including the CCA. As a result, any of the risks described in "Swiss consumer protection laws may have an 

adverse effect on the Group’s business" could have an adverse effect on cashgate's reputation, business, 

results of operations, financial condition and/or prospects. 

 


