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Chairman’s statement

It is pleasing to be able to report another year of strong performance for Investec Bank (Channel Islands) Limited in the year ended 31 March 
2014. The economic environment in which the bank operates has improved but continues to be challenging compared with prefinancial crisis 
conditions and activity within the financial markets continues to be subdued as uncertainty about the future persists. It is against this backdrop 
that the bank’s continued profitability is so rewarding.

Profit after tax for the period was £17.6m (2013: £16.1m), the third highest annual profits in the bank’s history. Loan balances to customers 
have reached £612m at 31st March 2014 (2013: £618m), whilst deposit balances continued to rise to £1.68bn (2013: £1.64bn).

The loan to deposit ratio remains a relatively conservative 36%. The level of impairments at 0.7% is satisfactorily low, while liquidity remains 
strong. In addition the bank remains well capitalised, with a Tier 1 Capital ratio of 16. 1 % (2013 16.2%).

Whilst a strategy of efficient liquidity utilisation continues, high yielding treasury assets consistent with the bank’s risk appetite have been 
difficult to source. This combined with central bank negative rate policies has made income generation challenging. To counter this, Investec 
Bank (Channel Islands) Limited has invested in the long term growth of the lending book by increasing the size of our lending team and 
focussing on domestic target markets.

An Executive suite of products targeting entrepreneurs within the bank’s domestic markets has been launched across all platforms highlighting 
the joined up approach to client servicing undertaken by the bank’s staff. This initiative has been supported by further enhancements to the 
on-line banking offering ensuring that Investec Bank (Channel Islands) Limited provides future business leaders with product that is innovative 
and client driven and friendly.

The finance industry has been subject to increasingly strict supervision in recent years. In response to this, the bank is investing in the newest 
technologies, ensuring that effective compliance is maintained whilst managing regulatory costs. The Foreign Account Tax Compliance Act 
(FATCA) is one of the most pressing regulatory requirements currently affecting the finance industry and the bank has successfully completed 
a project to ensure that all new client on-boarding is compliant and is currently finalising process and systems changes to allow full FATCA 
compliance and reporting by June 2015.

Corporate social responsibility is in our DNA. Our partnership with Amherst Primary School in Guernsey is well known in Guernsey and is now 
in its fifth year. This partnership is deeply rewarding for both the school’s pupils and the members of our staff who participate. This initiative 
and that with the Brighter Futures charity in Jersey were integral to our winning the Employer of the Year 2013 in Guernsey. I am immensely 
proud of our staff for this achievement.

As always, the Board are grateful to the employees of the bank. These results are testament to their enthusiasm, professionalism and 
dynamism. They are our most valuable resource in serving clients and creating stakeholder value.

I thank the members of the Board for their effective contribution to the Governance of the Bank and, on behalf of the Board I thank our clients 
for their loyal support. I would like to assure them that we will continue to work to deliver the high level of customer service which differentiates 
us from our competitors.

Alan Tapnack
Chairman
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Independent Auditor’s report

To the Directors of Investec Bank (Channel Islands) Limited

We have examined the abridged financial statements on pages 5 to 18 together with the audited financial statements of Investec Bank 
(Channel Islands) Limited for the year ended 31 March 2014. The scope of our work for the purpose of this report was limited to confirming 
whether the abridged financial statements have been properly prepared from the audited financial statements and have been drawn up in a 
manner authorised by the Guernsey Financial Services Commission.

In our opinion the abridged financial statements have been extracted from the audited financial statements and have been drawn up in 
accordance with the provisions of The Banking Supervision (Bailiwick of Guernsey) Law, 1994 in a manner authorised by the Guernsey 
Financial Services Commission.

On 26 June 2014 we reported, as auditors of Investec Bank (Channel Islands) Limited, to the members on the audited financial statements 
as follows:

“We have audited the financial statements of Investec Bank (Channel Islands) Limited for the year ended 31 March 2014 which comprise  
the Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the Balance Sheet and the related notes 1 to 40.  
The financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards.

This report is made solely to the Company’s members, as a body, in accordance with Section 262 of the Companies (Guernsey) Law, 2008. 
Our audit work has been undertaken so that we might state to the Company’s members those matters we are required to state to them in  
an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone  
other than the company and the company’s members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors
As explained more fully in the Statement of Directors’ Responsibilities set out on pages 2 and 3, the directors are responsible for the preparation 
of the financial statements and for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and International Standards 
on Auditing (UK and Ireland). Those standards require us to comply with Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements
An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance 
that the financial statements are free from material misstatement, whether caused by fraud or error. This includes an assessment of: whether 
the accounting policies are appropriate to the company’s circumstances and have been consistently applied and adequately disclosed; the 
reasonableness of significant accounting estimates made by the directors; and the overall presentation of the financial statements. In addition, 
we read all the financial and non-financial information in the Annual Report to identify material inconsistencies with the audited financial 
statements and to identify any information that is apparently materially incorrect based on, or materially inconsistent with, the knowledge 
acquired by us in the course of performing the audit. If we become aware of any apparent material misstatements or inconsistencies we 
consider the implications for our report.

Opinion on financial statements
In our opinion the financial statements:
• give a true and fair view of the state of the company’s affairs as at 31 March 2014, and of its profit for the year then ended;
• have been properly prepared in accordance with United Kingdom Accounting Standards; and
• have been prepared in accordance with the requirements of the Companies (Guernsey) Law, 2008, The Banking Supervision (Bailiwick of 

Guernsey) Law, 1994 and the Protection of Investors (Bailiwick of Guernsey) Law, 1987.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies (Guernsey) Law, 2008, The Banking Supervision (Bailiwick 
of Guernsey) Law, 1994 and the Protection of Investors (Bailiwick of Guernsey) Law, 1987 require us to report to you if, in our opinion:
• proper accounting records have not been kept; or
• the financial statements are not in agreement with the accounting records; or
• we have not received all the information and explanations we require for our audit.”
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Independent Auditor’s report

The statement of Directors’ responsibilities referred to in our audit report of the full financial statements reproduced above, was as follows:

“The Directors are responsible for preparing the financial statements in accordance with applicable Guernsey law and generally accepted 
accounting practices.

Guernsey Company law requires the Directors to prepare financial statements for each financial period, which give a true and fair view  
of the state of affairs of the Company and of the profit or loss of that Company for that period. In preparing these financial statements the 
Directors should:

– select suitable accounting policies and then apply them consistently;
– make judgements and estimates that are reasonable and prudent; and
– prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will continue  

in business.

The Directors confirm that they have complied with the above requirements in preparing the financial statements. They also confirm that  
so far as they are aware, there is no material relevant audit information of which the Company’s auditors are unaware and they have taken 
all the steps they ought to have taken as Directors to make themselves aware of any relevant audit information and to establish that the 
Company’s auditors are aware of that information.

The Directors are responsible for keeping proper accounting records, which disclose with reasonable accuracy at any time the financial  
position of the Company and to enable them to ensure that the financial statements comply with The Banking Supervision (Bailiwick of 
Guernsey) Law, 1994 and the Companies (Guernsey) Law, 2008. The Directors also have additional responsibilities as the Company is a 
Designated Person under the Protection of Investors (Bailiwick of Guernsey) Law 1987, and The Collective Investment Schemes (Designated 
Persons) Rules 1988. They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for the 
prevention and detection of fraud and other irregularities.”

Ernst & Young LLP 
Guernsey, Channel Islands 
Date: 15 October 2014
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Profit and loss account

Year ended 31 March (£’000) 2014 2013

Net interest and similar income 26 146 25 112
Net other income 3 694 3 781
Total income 29 840 28 893
Expenses including taxation (12 253) (12 817)
Profits for the financial year 17 587 16 076
Retained profit brought forward 111 306 112 630
Dividend paid (16 076) (17 400)
Retained profit carried forward 112 817 111 306

The notes on pages 7 to 18 form part of these abridged financial statements.
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Balance sheet

As at 31 March (£’000) Notes 2014 2013

Assets
Loans and advances to banks 3 642 718 448 879
Reverse repurchase agreements 100 013 256 974
Debt securities held to maturity 473 950 463 856
Derivative financial instruments 7 051 7 002
Loans and advances to customers 612 124 618 090
Investment in subsidiary company 5 100 100
Other assets 5 527 4 595
Intangible fixed assets 401 242
Tangible fixed assets 990 1 140

1 842 874 1 800 878

Liabilities and equity shareholders’ funds
Share capital 6 14 652 14 652
Reserves and share premium account 7 135 484 132 483
Equity shareholders’ funds 150 136 147 135
Derivative financial instruments 6 827 7 215
Deposit and current accounts 3 1 683 051 1 642 948
Other liabilities (including taxation) 2 860 3 580

1 842 874 1 800 878

The abridged financial statements on pages 5 to 18 were approved by the Board of Directors on 14 October 2014 and are signed on its  
behalf by:

S. D. Henry

R. Le Roux

The notes on pages 7 to 18 form part of these abridged financial statements.
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Notes to the abridged financial statements at 31 March 2014

1. Principal accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered material in relation to the financial 
statements of the Company:

Basis of preparation
The abridged financial statements are prepared under the historical cost convention, as modified for the revaluation of certain financial 
instruments and in accordance with applicable Guernsey law and United Kingdom accounting standards.

Foreign currency transactions
The presentation and functional currency of the Company is sterling.

Transactions denominated in foreign currencies are translated into sterling at the rates ruling at the dates of the transactions. Monetary assets 
and liabilities denominated in foreign currencies at the balance sheet date are translated at the rates ruling at the date. Foreign exchange gains 
and losses are included in the profit and loss account.

Forward foreign exchange contracts are valued using appropriate valuation techniques applying a comparison to similar instruments for which 
market observable prices exist. Gains and losses are recognised in the profit and loss account.

Investment in subsidiary
Subsidiaries are held for the long term and are included at cost, subject to regular impairment review.

Impairment losses are recognised as an expense in the profit and loss account in the period in which they are identified.

Realised gains and losses on the sale of investments are reflected in the profit and loss account.

Property, plant, equipment and intangible assets
Property, plant, equipment and intangible assets are recorded at cost less accumulated depreciation and provision for impairment.

Depreciation and amortisation is provided on the depreciable amount of each component on a straight-line basis over the anticipated useful life 
of the asset. The depreciable amount related to each asset is determined as the difference between cost and the residual value of the asset. 
The residual value is the estimated amount, net of disposal costs, that the Company would currently obtain from the disposal of an asset of 
similar age and condition as expected at the end of the useful life of the asset.

The annual depreciation and amortisation rates for each class of asset is as follows:

 %
Leasehold improvements 10 years
Office equipment – furniture and fittings 20%-33%
Office equipment – general 15%-20%
Office equipment – computer equipment 33%
Intangible assets 33%

Impairment of non financial assets
The Company assesses at each reporting date or more frequently if events or changes in circumstances indicate that the carrying value may 
be impaired. If any such indication exists, the Company makes an estimate of the asset’s recoverable amount. Where the carrying amount of 
an asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.

Share-based payments
Equity-settled transactions
The Company operates share option and share purchase schemes for employees, on an equity basis. The purpose of the staff share schemes 
is to promote an ‘esprit de corps’ within the organisation, create an awareness of Investec’s performance and provide an incentive to maximise 
individual and group performance by allowing staff to share in the risks and rewards of the Company.

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which they are granted and is 
recognised as an expense over the vesting period, which ends on the date on which the relevant employees become fully entitled to the award. 
Fair value is determined by an external valuer using an appropriate pricing model. In valuing equity-settled transactions, no account is taken of 
any vesting conditions, other than conditions linked to the price of the shares of the Company (market conditions).
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Notes to the abridged financial statements at 31 March 2014

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market condition, 
which are treated as vesting irrespective of whether or not the market condition is satisfied, provided that all other performance conditions  
are satisfied.

At each balance sheet date before vesting, the cumulative expense is calculated, representing the extent to which the vesting period has 
expired and management’s best estimate of the number of equity instruments that will ultimately vest or in the case of an instrument subject 
to market conditions, be treated as vesting as described above. The movement in cumulative expense since the previous balance sheet date 
is recognised in the income statement, with a corresponding entry in equity.

Where the terms of an equity-settled award are modified or a new award is designated as replacing a cancelled or settled award, the cost 
based on the original award terms continues to be recognised over the original vesting period. In addition, an expense is recognised over the 
remainder of the new vesting period for the incremental fair value of any modification, based on the difference between the fair value of the 
original award and the fair value of the modified award, both as measured on the date of the modification. No reduction is recognised if this 
difference is negative.

Where an equity-settled award is cancelled, it is treated as if it had vested on the date of cancellation, and any cost not yet recognised in the 
profit and loss account for the award is expensed immediately. Any compensation paid up to the fair value of the award at the cancellation or 
settlement date is deducted from equity, with any excess over fair value being treated as an expense in the profit and loss account.

Revenue recognition
Interest income is recognised in the profit and loss account using the effective interest method. Fees charged on lending transactions are 
included in the effective yield calculation to the extent that they form an integral part of the effective interest yield, but exclude those fees earned 
for a separately identifiable significant act, which are recognised upon completion of the act.

The effective interest yield calculation is based on the estimated life of the underlying instrument. Where this is not readily available, the 
contractual life is used.

Commissions and fees include fees earned from foreign exchange, credit related fees, bank charges and custodian services. All such 
commissions and fees are recognised as revenue when the related services are performed.

Financial instruments
(i) Financial assets and liabilities held at fair value through profit or loss
Financial instruments designated as held at fair value through profit or loss include all instruments classified as held for trading and those 
instruments designated as fair value through profit or loss. Financial instruments are classified as trading when they are held with the intention 
of short term disposal, held with the intention of generating short-term profits, or are derivatives which are not designated as part of effective 
hedges. Financial instruments designated as held at fair value through profit or loss are designated as such on initial recognition of the 
instrument and remain in this classification until derecognition.

(ii) Held-to-maturity assets
Held to maturity assets are non-derivative financial instruments with fixed or determinable payments and maturity dates. Financial instruments 
that the Company has the positive intent and ability to hold to maturity are classified as held-to-maturity and are measured at amortised cost 
using the effective interest rate, less impairment losses.

(iii) Loans and advances to banks and loans and advances to customers
‘Loans and advances to banks’ and ‘loans and advances to customers’ are financial assets with fixed or determinable payments and fixed 
maturities that are not quoted in an active market. They are not entered into with the intention of short-term resale and are not classified as 
‘Financial assets held for trading’, designated as ‘Financial Investment – available for sale’ or ‘Financial assets designated at fair value through 
profit or loss’. After initial measurement, ‘loans and advances to banks’ and ‘loans and advances to customers’ are subsequently measured 
at amortised cost using the effective interest method, less allowance for impairment. Amortised cost is calculated by taking into account any 
discount or premium on acquisition and fees and costs that are an integral part of the effective interest rate. The amortisation is included in 
‘Interest and similar income’ in the profit and loss account. Any losses arising from impairment are recognised in the profit and loss account.

(iv) Available for sale financial assets
Available for sale financial assets are those which are designated as such or do not qualify to be classified as designated at fair value through 
profit or loss, held-to-maturity, or loans and receivables. They include strategically held equity instruments that are not associates, joint 
ventures or subsidiaries of the group. Further, certain loans and receivables that are held at fair value due to being quoted on an active market, 
which are neither actively traded nor held-to-maturity instruments, are classified as available for sale financial assets.

Financial assets classified as available for sale are measured at fair value on the balance sheet, with unrealised gains and losses recognised in 
reserves. When the asset is disposed of, the cumulative gain or loss previously recognised in equity is recognised in the profit and loss account. 
Interest earned whilst holding available for sale financial assets is reported as interest income using the effective interest rate. Dividends earned 
whilst holding available for sale financial assets are recognised in the profit and loss account when the right of payment has been established.
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Notes to the abridged financial statements at 31 March 2014

If an available for sale instrument is determined to be impaired, the respective cumulative unrealised losses previously recognised in equity are 
included in the profit and loss account in the period in which the impairment is identified.

Impairments on available for sale equity instruments are not reversed once recognised in the profit and loss account.

If in a subsequent period, the fair value of a debt instrument classified as available for sale increases and the increase can be objectively related 
to an event occurring after the impairment loss was recognised in the profit and loss account, the impairment loss is reserved, limited to the 
impairment value previously recognised in the profit and loss account.

(v) Financial liabilities
Financial liabilities are classified as non-trading, held for trading or designated at fair value through profit or loss.

Non-trading liabilities are recorded at amortised cost applying the effective interest method.

Liabilities held for trading or designated as held at fair value through profit or loss are accounted for as indicated above.

Fair value
Financial instruments such as derivatives are reported at fair value at each balance sheet date. The value of assets held at amortised cost, 
loans and advances to banks and loans and advances to customers, is considered to be in line with their fair value.

Derecognition of financial assets and liabilities
A financial asset or a portion thereof, is derecognised when the Company’s rights to cash flows has expired; or when the Company has 
transferred its rights to cash flows relating to the financial assets, including the transfer of substantially all of the risks and rewards associated 
with financial assets or when control over the financial asset has passed.

A financial liability is derecognised when it is extinguished, that is when the obligation is discharged, cancelled or expired.

Derivative instruments
Derivatives include forward foreign exchange contracts, interest rate swaps and embedded derivatives on profit share agreements.

All derivative instruments of the Company are initially recorded and re-measured on balance sheet at fair value. Positive and negative fair values 
are reported as assets and liabilities respectively and are offset when there is both an intention to settle net and a legal right to offset exists.

Changes in the fair value of derivatives held for trading are included in operating income.

Reverse repurchase agreements
Securities that are purchased under a commitment to resell the securities at a future date are not recognised on the balance sheet.  
The consideration paid is recognised as an asset under “Reverse repurchase agreements”.

Hedge accounting
The Company applies fair value hedge accounting when the transactions meet the specified hedge accounting criteria. To qualify for hedge 
accounting treatment, the Company ensures that all of the following conditions are met:

• At inception of the hedge the Company formally documents the relationship between the hedging instrument and hedged item including 
the risk management objectives and the strategy in undertaking the hedge transaction.

• The hedge is expected to be highly effective in achieving offsetting, that is within a range of 80% to 125%, changes in fair value attributable 
to the hedged risk, consistent with the originally documented risk management strategy for that particular hedging relationship.

• The effectiveness of the hedge can be reliably measured, i.e. the fair value of the hedged item that are attributable to the hedged risk and 
the fair value of the hedging instrument can be reliably measured.

• The hedge effectiveness is assessed on an ongoing basis and determined actually to have been highly effective throughout the financial 
reporting periods for which the hedge was designated.

Hedge accounting is discontinued when it is determined that the instrument ceases to be highly effective as a hedge; the derivative expires, 
or is sold, terminated or exercised; when the hedge item matures or is sold or repaid; or when a forecasted transaction is no longer deemed 
highly probable.

For qualifying fair value hedges, the change in fair value of the hedging instrument is recognised in the profit and loss account. Changes in fair 
value of the hedged item that are attributable to the risk hedged are recorded as part of the carrying value of the hedged item and are also 
recognised in the profit and loss account.
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Notes to the abridged financial statements at 31 March 2014

Financial guarantees
In the ordinary course of business, the Company gives financial guarantees. Financial guarantees are initially recognised in the financial 
statements at fair value in ‘Other liabilities’ being the premium received. Subsequent to initial recognition, the Company’s liability under each 
guarantee is measured at the higher of the amortised premium and the best estimate of expenditure required to settle any financial obligation 
arising as a result of the guarantee.

The premium received is recognised in the profit and loss account in ‘Net fees and commission income’ on a straight line basis over the life 
of the guarantee.

Impairment of loans and advances
The Company reviews its problem loans and advances at each reporting date to assess whether an allowance for impairment should be 
recorded in the profit and loss account. In particular, judgement by management is required in the estimation of the amount and timing of future 
cash flows when determining the level of allowance required. Such estimates are based on assumptions about a number of factors and actual 
results may differ, resulting in future changes to the allowance.

Consolidation and cash flow statement
Since the Company is a wholly owned subsidiary, in accordance with FRS2 (Financial Reporting Standard Number 2: Accounting for Subsidiary 
Undertakings) the financial statements present information about the Company as an individual undertaking and not about its Group. For the 
same reason, in accordance with FRS1 (Financial Reporting Standard Number 1: Cash Flow statements), the Company is exempt from the 
requirements to prepare a cash flow statement.

Related party transactions
The Company is exempt from disclosure of certain transactions required by FRS8 (Financial Reporting Standard 8: Related Party Disclosure), 
as it is a wholly owned subsidiary company and the consolidated financial statements of the Group in which the Company is included are 
publicly available. Any reference to Holding Company in the financial statements refers to either an immediate or other controlling party in the 
Investec Group.

Taxation
Current and deferred tax assets and liabilities for the current and prior years are measured at the amount expected to be recovered from or 
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively enacted 
by the balance sheet date.
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Notes to the abridged financial statements at 31 March 2014

2. Review of the Company’s risk profile

Risk management
Risk is inherent in the Company’s activities but it is managed through a process of ongoing identification, measurement and monitoring, subject 
to risk limits and other controls.

The Company is exposed to credit risk, liquidity risk, financing and interest rate risk, foreign currency risk, market risk and operational risk.  
The Company’s Board of Directors reviews and agrees policies for managing each of these risks and they are summarised below.

Risk Management processes throughout the Company are audited by the internal audit function, that examines both the adequacy of the 
procedures and the Company’s compliance with the procedures. Internal Audit discusses the results of all assessments with management, 
and reports its findings to the Audit Committee of the Company’s parent company. Internal audit reviews occur on an 18 month rolling basis.

Monitoring and controlling risks is primarily performed based on limits established by the Company or allocated to the Company by its parent 
company. Reports are prepared daily to ensure that all agreed limits are adhered to. A daily summary is circulated to Senior Management, to 
identify any breaches of Market limits, Foreign Exchange exposures, Interest Rate risk and Liquidity.

The Company’s liquidity risk and exposure to interest rate and foreign exchange risks are managed by the Company’s treasury department. 
Treasury seeks to reduce or eliminate financial risk, to ensure sufficient liquidity is available to meet foreseeable needs and to invest cash assets 
safely and profitably. It operates within policies and procedures agreed by the Company’s Board of Directors and the ultimate parent Company, 
which include strict controls on the use of financial instruments in managing the Company’s risk.

Although the Company does not actively trade, it is authorised to take small positions in currency within the overall limits imposed by the 
Company’s Board of Directors.

Credit risk
Credit risk is the risk that a customer or counterparty will be unwilling or unable to meet a commitment that it has entered into with the 
Company. The Company continuously reviews the credit quality of counter-parties and limits individual aggregate exposures accordingly.  
The Company’s Board of Directors receive regular reports on credit exposures. These include information on large credit exposures, asset 
concentration, levels of bad debt provisioning and country exposure limits.

Total Credit Exposures are summarised below:

As at 31 March (£m) 2014 2013

Loans and advances to banks 643 449
Reverse repurchase agreements 100 257
Loans and advances to customers 612 618
Debt securities held to maturity 474 464
Derivative financial instruments 7 7
Other Assets 7 6
Total on Balance Sheet Credit Exposures 1 843 1 801
Guarantees 3 5
Undrawn Loans 74 54
Total Credit Exposures 1 920 1 860

Of the total ‘Loans and advances to banks’, £386m (60%) was due from Investec Bank plc (2013: £406m).

Of the total ‘Loans and advances to customers’, £610m (99%) was fully secured by collateral (2013: £616m). The amount and type of collateral 
required depends on an assessment of the credit risk of the counterparty. The main types of collateral are residential property, commercial 
property, cash and investment portfolios.

£29 million of loans are considered as watchlist and nil considered as past due as at 31 March 2014 (2013: £30m and nil).

In addition to placing funds with the Company’s parent, funds are also placed with other banks. The Company has limits on the maximum 
value of funds it can place with any counterparty. These limits are approved by Group Credit and allocated to the Company. These limits are 
monitored daily and any breaches of limits are reviewed by the Company’s Board of Directors.
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Notes to the abridged financial statements at 31 March 2014

An analysis of the counterparty risk on loans and advances to banks is shown below:

Fitch
Rating

As at 31 March 2014 As at 31 March 2013

Limit
£m

Exposure
£m

Limit
£m

Exposure
£m

AAA – – – –
AA+ – – – –
AA 20 – 70 –
AA- 188 59 406 7
A+ 435 117 520 4
A 538 81 867 24
A- 115 – 55 –
BBB+ – – 25 –
BBB 40 – 35 –

*BBB- 500 386 500 409
Unrated – – – 5

1 836 643 2 478 449

* The sole BBB- rated counterparty is the Company’s parent Investec Bank plc and the bulk of this exposure is secured.

Financing and interest rate risk
Exposure to interest rate risk is the risk that arises when there is an imbalance between rate and non rate-sensitive assets, liabilities and off 
balance sheet items. The Company’s policy is to maintain the interest rate risk at a minimal level except that management may invest the 
shareholders’ funds in fixed or floating rate instruments in response to market conditions.

Page 15 shows management’s estimate of the interest rate sensitivity gap as at 31 March 2014. Assets and liabilities are included in the table 
at the earliest date at which the applicable interest rate can change.

Company policy dictates that interest rates should not be fixed for any period greater than one year. If circumstances arise which require rates 
to be fixed for greater than one year, the Company enters into interest rate swaps to manage that risk.

The Company monitors interest rate risk using MPM (Million Pound Months) analysis. Using this analysis, exposures are expressed on the 
basis of residual term to earliest interest re-pricing date (in months) x nominal value of the exposure. Limits are set for each currency and are 
monitored daily.

Summary of MPM Position:

Currency

As at 31 March 2014 As at 31 March 2013

MPM
Position

£m

MPM
Limit

£m

%
Utilisation

MPM
Position

£m

MPM
Limit

£m

%
Utilisation

GBP (141) 1 300 11% 305 1 300 23%
USD (169) 500 34% (145) 500 29%
JPY – 50 0% (1) 85 1%
EURO (269) 500 54% (96) 500 19%
Others 22 50 44% 31 50 62%
Overall 601 2 000 30% 578 2 000 29%

The overall MPM limit represents the maximum exposure permitted. It does not equate to the sum of the individual currency limits.
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Notes to the abridged financial statements at 31 March 2014

Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in realising assets or otherwise raising funds to meet commitments.

The Company’s policy throughout the year has been to set limits for sight to eight days and sight to one month liquidity.

Surplus funds are invested in high quality liquid marketable instruments including money market instruments and bank deposits.

Debt securities held during the year comprise Treasury bills, Floating Rate Notes, Fixed Rate Bonds and Asset Backed Securities.  
The Company does not enter into commodity contracts.

The table below summarises the maturity profile of the Company’s financial liabilities based on contractual undiscounted repayment obligations. 
Repayments which are subject to notice are treated as if notice were given immediately. However, the Company expects that many customers 
will not request repayment on the earliest date the Company could be required to pay and the table does not reflect the expected cashflows 
indicated by the Company’s deposit retention history.

At 31 March 2014

Up to
one month

£

More than
one month

but not
more than

three
months

£

More than
three 

months
but not

more than
six months

£

More than
six months

but not
more than

one year

£

Over
one year

£

Total

£

Liabilities
Deposits by banks 3 262 947 – – – – 3 262 947
Customer accounts 924 555 602 596 823 459 61 299 617 60 507 660 47 633 757 1 690 820 095
Derivative financial instruments 5 879 415 400 642 278 158 176 690 117 007 6 851 912
Loan commitments 73 727 437 – – – – 73 727 437

Guarantees – – – – 2 726 229 2 726 229

At 31 March 2013 £ £ £ £ £ £

Liabilities
Deposits by banks 5 830 982 2 009 373 759 921 – – 8 600 276
Customer accounts 722 913 938 666 147 434 59 985 762 147 160 491 53 232 899 1 649 440 524
Derivative financial instruments 4 001 227 1 746 655 960 125 302 922 245 077 7 256 006
Loan Commitments 53 707 637 – – – – 53 707 637
Guarantees – – – 350 494 4 657 727 5 008 221
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Notes to the abridged financial statements at 31 March 2014

Foreign currency risk
Foreign currency risk is the risk that the value of a financial instrument will fluctuate because of changes in foreign exchange rates.  
The Company’s foreign exposure arises from providing services to customers. The Company’s policy is to hedge against foreign exchange risk 
by matching currency liabilities with currency assets. The Company’s Board of Directors receive regular reports on foreign currency exposures.

Fluctuations in exchange rates can have an effect on profit and equity. The table below summarises the effect on profit of a 5% increase of 
exchange rates against sterling, assuming the net positions in each currency remain unchanged. The table shows the main exposures of the 
Company. A negative value indicates a decrease in profit. Due to the policy of matching currency liabilities with currency assets, the effect of 
exchange rate movements on profit is minimal.

Increase
in FX rate

against
GBP

31 March
2014

Effect
on profit

£

31 March
2013
Effect

on profit
£

USD 5% 10 794 13 221
NZD 5% 88 (70)
SEK 5% (313) 850
CHF 5% 736 484
EUR 5% 14 803 12 093
CAD 5% (358) 71
JPY 5% 235 519

Operational risk
Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When controls fail to perform, operational 
risks can cause damage to reputation, have legal or regulatory implications, or lead to financial loss. The Company does not expect to 
eliminate all operational risks, but through effective control procedures and by monitoring and responding to potential risks, the Company is 
able to manage the risks. All anticipated risks are identified and monitored, using Enterprise Risk Assessor software. Controls include effective 
segregation of duties, access, authorisation and reconciliation procedures, staff training, and assessment processes, including the use of 
internal audit.

Interest rate sensitivity gap analysis
Part of the Company’s return on financial instruments is obtained from controlled mismatching of the date on which interest receivable on 
assets and interest payable on liabilities are next reset to market rates or, if earlier, the dates on which the instruments mature.

The following table summarises these repricing mismatches on the Company’s non-trading book as at 31 March 2014. Items are allocated to 
time bands by reference to the earlier of the next contractual interest rate repricing date and the maturity date, taking into account the effects 
of derivatives whose effect is to alter the interest base of an asset or liability.
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Notes to the abridged financial statements at 31 March 2014

Interest rate sensitivity gap analysis

Not more
than three

months

£000

More than
three

months
but not

more than 
six months

£000

More than
six months

but not
more than

one year

£000

More than
one year

but not
more than
five years

£000

More than
five years

£000

Non-
interest
bearing

£000

Total

£000

Assets
Fixed rate – up to 3% 1 129 435 13 114 (1 149) – – – 1 141 400
Fixed rate – above 3% 193 394 31 337 9 574 15 593 – – 249 898
Floating rate – up to 3% 150 344 – – – – – 150 344
Floating rate – above 3% 287 147 – – – – – 287 147
Non-interest bearing – – – – – 14 069 14 069

Total Assets 1 760 320 44 451 8 425 15 593 – 14 069 1 842 858

Liabilities
Fixed rate – up to 3% 208 623 38 020 46 928 2 000 – – 295 571
Fixed rate – above 3% 23 880 3 003 12 692 2 543 – – 42 118
Floating rate – up to 3% 1 317 240 – – – – – 1 317 240
Floating rate – above 3% 28 122 – – – – – 28 122
Non-interest bearing – – – – – 9 687 9 687

Total Liabilities 1 577 865 41 023 59 620 4 543 – 9 687 1 692 738

Equity – – – – – 150 136 150 136

Interest rate sensitivity gap
before Interest Rate Swaps 182 455 3 428 (51 195) 11 050 – (145 754) (16)

Interest Rate Swaps 10 602 – 5 034 (15 619) – – 17

Interest rate sensitivity gap
after Interest Rate Swaps 193 057 3 428 (46 161) (4 569) – (145 754) 1

Cumulative interest rate
sensitivity gap as at
31 March 2014 193 057 196 485 150 324 145 755 145 755 1 1
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Notes to the abridged financial statements at 31 March 2014

3. Maturities of certain assets and liabilities

Loans and advances to banks

(£’000) 2014 2013

Repayable:
Up to one month 425 903 43 179
From one month to three months (401) 105 597
From three months to one year 177 226 165 611
From one year to five years 39 990 134 492

642 718 448 879

Deposit and current accounts

(£’000) 2014 2013

Repayable:
Up to one month 927 884 728 652
From one month to three months 595 585 666 724
From three months to one year 120 747 204 654
From one year to five years 28 832 30 808
Five years and over 10 003 12 110

1 683 051 1 642 948

4. Provision for loan losses

Reconciliation of movements in specific impairments for bad and doubtful debts

(£’000) 2014 2013

Balance at beginning of year 3 784 2 800
Charge for year 447 1 463
Written off during year – (479)

Balance at end of year 4 231 3 784

Movement for the year 447 984

The specific impairment in the year relates to four property loans.
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Notes to the abridged financial statements at 31 March 2014

5. Investments

(£’000)
Nature of subsidiary

Nature of 
business

Issued
Capital

%
held

Country
of

incorp-
oration

Investec Bank (Channel Islands) Nominees Limited Nominee
100,000 ordinary shares of £1 each company 100 100% Guernsey

6. Share capital

(£’000) 2014 2013

Authorised: 23,250,000 ordinary shares of £1 each 23 250 23 250

Allotted, called up and fully paid: ordinary shares of £1 each 14 652 14 652

7. Reserves and share premium account

(£’000)

Share
premium

Share based
payment

reserve

Available
for sale
reserve

Retained
earnings

Total

Balance at 31 March 2013 20 348 1 630 (801) 111 306 132 483
Profit for year – – – 17 587 17 587
Fair value movements available for sale assets – – 1 273 – 1 273
Dividends – – – (16 076) (16 076)
Share based payments adjustments – 217 – – 217

Balance at 31 March 2014 20 348 1 847 472 112 817 135 484
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Notes to the abridged financial statements at 31 March 2014

8. Commitments and contingent liabilities

In the normal course of business there are various outstanding commitments and contingent liabilities.

(£’000) 2014 2013

Forward foreign exchange contracts – nominal values 851 605 986 633
Guarantees 2 726 5 008
Undrawn loans 73 727 53 708

9. Currency exposure

The currency exposure as at 31 March 2014 is stated in the Sterling equivalent.

(£’000) £ US$ Euro Other Total

Assets 965 568 598 043 128 802 150 462 1 842 874
Liabilities including shareholders’ funds (965 568) (598 043) (128 802) (150 462) (1 842 874)

Net assets/(liabilities) – – – – –

Off balance sheet
Assets 333 517 262 672 104 212 151 221 851 622
Liabilities (331 569) (264 515) (104 120) (151 406) (851 610)

Net off balance sheet assets/(liabilities) 1 948 (1 843) 92 (185) 12

10. Pension costs

The Company operates a money purchase pension scheme. Contributions of the Company were 10%, 13%, 15%, 20% or 27% of staff 
salaries, depending on age and length of service.

11. Related party transactions

During the year there were no material transactions with key management personnel.
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Other group private banking companies

Investec Bank plc, London and Manchester

Investec Bank plc, Dublin Branch

Investec Bank (Switzerland) Limited, Zurich

Investec Australia Limited, Sydney

Investec Bank Limited
Johannesburg 
Cape Town 
Durban 
Port Elizabeth 
Pretoria



20 Abridged financial statements for the year ended 31 March 2014

Our products and services

Banking services

The Company offers competitive savings products across multiple currencies, ranging from easy access to notice and fixed term deposit 
accounts.

Investec Horizon Account

This 90 day notice account is available in Sterling, US dollar and Euro and a range of other currencies and offers highly competitive interest 
rates.

Direct Reserve Account

This account is a multi-currency, 32 day notice, high interest savings account offering consistently competitive rates of interest.

Investec Current Account

This account is an easy access account available in a variety of currencies giving clients flexibility to manage their finances more effectively.

Foreign exchange and treasury services

The Company actively manages its own foreign exchange and treasury book enabling clients to gain access to competitive prices for spot and 
forward foreign exchanges, as well as fixed term deposits.

Custody

The Company offers a fully-integrated execution only securities dealing and custody service for those who wish to manage their own 
investments.

Lending

The Company lends across a wide range of asset classes to meet clients’ liquidity, funding/financing and asset securitisation needs.

Investec Bank (Channel Islands) Limited is part of Investec Specialist Bank and a wholly owned subsidiary of Investec Bank plc. This document is distributed by 
Investec Bank (Channel Islands) Limited which is licensed in Guernsey by the Guernsey Financial Services Commission under the Banking Supervision (Bailiwick 
of Guernsey) Law, 1994 and the Protection of Investors (Bailiwick of Guernsey) Law, 1987 to carry on banking and investment business. Registered Address: 
Glategny Court, Glategny Esplanade, St Peter Port, Guernsey, GY1 1WR. Registered Number: 5845. The Jersey Branch of Investec Bank (Channel Islands) 
Limited is regulated by the Jersey Financial Services Commission to carry on deposit taking business under the Banking Business (Jersey) Law 1991, as amended.  
The Jersey Branch registered address is One The Esplanade, St Helier, Jersey, JE2 3QA.

Investec Bank (Channel Islands) Limited is a participant in both the Guernsey and Jersey Banking Deposit Compensation Schemes. These Schemes offer 
protection for “qualifying deposits/eligible deposits” up to £50,000, subject to certain limitations. The maximum total amount of compensation is capped at 
£100,000,000 in any 5 year period. Full details are available on request or alternatively on the Guernsey Scheme’s website www.dcs.gg or on the Jersey States 
website which will also highlight the banking groups covered. Deposits made with the Bank, whether in Guernsey or Jersey, are not covered by the Financial 
Services Compensation Scheme under the Financial Services & Markets Act 2000 of the UK.

Interest is paid gross, without the deduction of tax. Automatic exchange of information applies where individuals are resident in the European Union. Telephone 
calls are recorded.

For further information on Investec Bank (Channel Islands) Limited and its products and services, visit www.investec-ci.com or call +44 1481 723 506.

This document has also been approved by Investec Bank plc (Reg No. 489604) which is authorised by the Prudential Regulation Authority and regulated by the 
Financial Conduct Authority. Registered address: 2 Gresham Street, London, EC2V 7QP.


