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Update on the transformation plan 

Creation of a new Legacy Division alongside the Core Division  
In accordance with the agreement reached with the European Commission (EC), Dexia earmarked its run-off 
commitments in a new analytical Legacy Portfolio Management Division (LPM Division) alongside the Core 
Division which groups together the Retail and Commercial Banking (RCB), Public and Wholesale Banking 
(PWB), Asset Management and Services (AMS) and Group Center business lines. All assets of the LPM 
Division remain on the balance sheet in a separate analytical segment. 

Dexia’s 1Q 2010 results are reported according to this new segmentation. 

Totalling EUR 432 billion of assets and liabilities at the end of March 2010, the Core Division reflects Dexia’s 
target perimeter of activities. 

At the end of March 2010, the LPM Division held EUR 156 billion of assets and EUR 23 billion of off-balance 
sheet liquidity commitments transferred from Group Center or PWB business lines, consisting of: 

• Dexia’s bond portfolio in run-off and the Financial Products portfolio (ex Group Center),  

• EUR 17 billion of public loans from the International Headquarters Public Finance grouping 
together Switzerland, Sweden, Ukraine, Greece, Russia, Japan, Central and Eastern Europe, 
Australia and Mexico (ex PWB), 

• EUR 23 billion of US Stand-by Bond Purchase Agreement which are off-balance sheet liquidity 
commitments (ex PWB).  

Bond portfolios in run-off account for the largest share of the LPM Division and will be actively deleveraged, 
in line with the commitments given to the European Commission. As it is already the case today, the 
deleverage of the bonds will be managed by a centralized dedicated team. 

The balance sheets of the Core and LPM Divisions have been built according to clear rules of funding 
allocation enabling the funding profile of the Core Division to be close to the Group’s target funding profile 
and in line with EC commitments. Per end of March 2010, the balance sheet of the Core Division: 

• does not rely on State funding support. This provides comfort on the fact that no benefit of the 
State guarantee is passed through to the Group’s core activities, 

• and is already in line with EC commitments related to the short-term liquidity ratio (excluding the 
ALM portfolio reported in Group Center). As a reminder, the target set for 2014 is equal to 11% 
for the total balance sheet of the Group). 

As a result of these allocation principles, transformation will have a lower impact on the performance of the 
Core Division going forward. 

At inception of the new segment reporting (on 1 January 2010), the cost allocation was also reviewed and 
EUR 124 million of costs related to run-off assets or entities were allocated to the LPM Division. 

The creation of the LPM Division will facilitate an even more stringent allocation of funding and costs to non-
core assets. Consequently, visibility on core businesses will improve significantly as their operating 
performances will be easier to read and monitor. 

 

Continued focus on the transformation plan  
In what remains a challenging financial environment in the grip of concerns over sovereign debt, Dexia is 
keeping a strong focus on executing the Group’s transformation plan.  

As announced earlier, the Group exited its non strategic participation in Assured Guaranty Ltd. The common 
shares were sold on 11 March 2010 at a price of USD 22.66 per share generating a capital gain of 
EUR 153 million pre-tax. Furthermore the sale of Dexia Epargne Pension was closed on 30 April 2010. 

To further improve its liquidity gap, the Group already issued more than 80% of its annual medium and long-
term funding programme. EUR 31 billion of medium and long-term debt were already raised by 30 April 2010 
of which EUR 20.5 billion in various currencies with the support of the State guarantee and EUR 7.7 billion of 
covered bonds.  
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The short-term liquidity gap reduced further and the mix of short-term funding improved by virtue of the 
extended maturity of the unsecured unguaranteed funding and a continued decrease of short-term 
guaranteed funds (down by EUR 15.9 billion qoq at EUR 6.9 billion) and of central bank funds. By the end of 
March 2010, the total amount of repo and central bank eligible securities amounted to EUR 125 billion of 
which EUR 74 billion were pledged, leaving room for a comfortable liquidity buffer. 

 

1Q 2010 reported statement of Income 

Consolidated statement of income* 

In millions of EUR 
1Q09 4Q09 1Q10 Var. 1Q10/ 

1Q09 
Var. 1Q10/ 

4Q09

Income** 1,703 1,451 1,474 -13.4% +1.6%
Expenses -896 -920 -884 -1.3% -3.9%
Gross operating income 807 531 590 -26.9% +11.1%
Cost of risk & impairments -409 -281 -265 -35.2% -5.7%
Pre-tax income 398 250 325 -18.3% +30.0%
Tax expense -110 -56 -90 -18.2% +60.7%
Net income 288 194 235 -18.4% 21.1%
Minority interests 37 -8 19 -48.6% n.s.
Net income Group share 251 202 216 -13.9% +6.9%
Return on Equity*** 5.7% 4.4% 4.7%  
Earnings per share (in EUR) 0.14 0.11 0.12  

* FSA Insurance deconsolidated since 2Q 2009. 
** Income (also mentioned as revenues) = interests, fees, commissions, trading and other income. 
*** The ratio between the net income Group share and the weighted average core shareholders’ equity. 

 

During its 11 May 2010 meeting, the Board of Directors approved the 1Q 2010 results of Dexia.  

In 1Q 2010, Income stood at EUR 1,474 million, down 13.4% compared to 1Q 2009, but up 10.7% on 
1Q 2009 excluding FSA Insurance (deconsolidated as from 2Q 2009). While the 1Q 2009 revenues were 
negatively impacted by impairments and losses on the insurance investment portfolio and on Dexia’s 
exposure to monolines, 1Q 2010 income was mainly hit by an increase in funding costs, lower Treasury 
transformation profits and capital losses as a result of the deleveraging of the bond portfolios. Compared to 
4Q 2009, income increased by 1.6%. Capital gains were recorded both in 4Q 2009 and 1Q 2010 respectively 
on the sale of Crédit du Nord (EUR 153 million) and on the sale of the common shares of Assured Guaranty 
Ltd (EUR 153 million). 

Costs amounted to EUR 884 million in 1Q 2010, down 1.3% yoy despite the reversal of bonuses that 
supported cost decrease in 1Q 2009 and unfavourable USD and TRY exchange rates. Qoq, costs decreased 
by 3.9% as a result of ongoing cost cutting. 

The cost-income ratio further improved to 60.0% in 1Q 2010 from 65.2% in 1Q 2009 (excluding FSA 
Insurance), and 63.4% in 4Q 2009. 

Costs of risk and impairments amounted to EUR 265 million, which is below the level of 1Q 2009 and 
4Q 2009. Almost two-thirds (EUR 165 million) came from additional impairments on the Financial Products 
portfolio, of which EUR 72 million are linked to the deterioration of Ambac’s creditworthiness. In addition, 
EUR 56 million were booked at DenizBank, an amount significantly lower than in the previous quarter.   

The exposure of Dexia’s banking subsidiaries to the Greek Sovereign amounts to EUR 3.7 billion. The 
exposure to the Greek banking system, to local authorities and commitments to corporates and project 
finance is not material. Dexia has no exposure to the Greek’s local economy. 

The exposure of Dexia’s Insurance companies on the Greek Sovereign, excluding Dexia Epargne Pension 
sold by the end of April, amounts to EUR 1.2 billion. 
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• At EUR 128 billion at the end of March 2010, the bond portfolio in run-off was down 
EUR 6.2 billion as compared to the end of 2009 due to sales and amortization partly offset by 
exchange rate effects. In 1Q 2010, the Group maintained a sustained pace of deleveraging with a 
total amount of net sales of EUR 5.8 billion realised through more than 300 transactions. The bonds 
sold had an average life of 4.6 years and the average amount per rating category again mirrored the 
rating dispersion of the portfolio. 

The speed of deleverage accelerated in April with total bond sales of EUR 9.9 billion year-to-date 
generating a total loss of EUR 47.9 million pre-tax. 

The pre-tax income of the bond portfolios in run-off amounted to EUR 40 million in 1Q 2010, against 
losses of EUR 96 million in 1Q 2009 and EUR 36 million in 4Q 2009 respectively, both quarters 
impacted by negative credit-value adjustments. 

At EUR 44 million, revenues generated by this portfolio continued to be impacted by higher funding 
costs, although stabilizing since 4Q 2009, and by the cost of deleveraging as net loss of bond sales 
amounted to EUR 46 million. Qoq the rating migration within the portfolio was not material (3.6% of 
bonds with rating below BBB) and net new impairments on the portfolio amounted to EUR 28 million. 

• In 1Q 2010, the Financial Products portfolio was impacted by additional EUR 165 million 
impairments in 1Q 2010 (against EUR 140 million in 4Q09 and EUR 35 million in 1Q 2009) of which 
EUR 72 million of impairments following the deterioration of the quality of AMBAC’s credit 
enhancement and EUR 96 million of specific allowances on US RMBS. 

Cumulative cash losses on the portfolio went up by USD 91 million qoq to reach a cumulative total 
amount of USD 265 million. Excluding those realised cash losses, cumulative impairments reached 
USD 2.1 billion by end of March 2010. 

• In 1Q 2010,  PWB run-offcommitments reported a pre-tax income of EUR 9 million, roughly in line 
with 4Q 2009 and down 88% on 1Q 2009. The main drivers of the decrease of pre-tax income were 
lower Stand-By Bond Purchase Agreements revenues (EUR -62 million yoy) due to the decrease of 
outstanding liquidity lines and related drawings (USD 17 billion at the peak in 1Q 2009 against 
USD 0.5 billion in 1Q 2010). Furthermore EUR 300 million of long-dated Japanese loans were sold 
in 1Q 2010 with a loss of EUR 0.3 million. 

• At EUR 50 million in 1Q 2010, the Treasury result allocated to the LPM Division decreased sharply 
yoy (-76%) as a consequence of the flattening of the short-term cash curve and reduction of the 
Group’s short-term liquidity gap. Qoq the allocated Treasury result decreased by 29% for the same 
reasons although supported by the switch from State-guaranteed funding to cheaper secured and 
unsecured unguaranteed funding and more efficient FX markets for peripheral currencies. In 2010, 
the ongoing contraction of the liquidity gap and lengthening of funding duration in line with EC 
commitments should put further pressure on the allocated Treasury result.  

 

Solvency and Liquidity 

Shareholders’ equity and solvency 

  
31/03/09 31/12/09 31/03/10 

Variation 
31/03/10 / 

31/03/09 

Variation 
31/03/10 / 

31/12/09

Core shareholders’ equity (EUR m) 17,736 18,498 18,715 5.5% 1.2%
Total shareholders’ equity (EUR m) 3,370 10,181 10,389 x 3.1 2.0%
Tier 1 capital (EUR m) 16,427 17,573 17,880 8.8% 1.7%
Total weighted risks (EUR m) 153,314 143,170 142,680 -6.9% -0.3%

Tier 1 ratio 10.7% 12.3% 12.5% +182 bps +26 bps
Core Tier 1 ratio 9.8% 11.3% 11.5% +175 bps +25 bps

Net assets per share   
  –  Core shareholders’ equity (EUR) 10.06 10.50 10.62 5.6% 1.1%

  –  Total shareholders’ equity (EUR) 1.91 5.78 5.90 x 3.1 2.1%
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At EUR 588 billion at the end of March 2010, the total balance sheet increased by EUR 10 billion (2%) as 
compared to the end of December 2009. Qoq, the favourable impact of deleveraging measures was more 
than offset by positive fair value adjustments (mainly of derivatives) subsequent to interest rate decrease and 
a depreciation of EUR vs USD, JPY, CAD and TRY. 

Yoy, the total balance sheet decreased by EUR 48 billion (- 8%) reflecting the refocus on core commercial 
franchises and active deleveraging of the Group as part of the implementation of the transformation plan. 

At the end of March 2010, Dexia’s core shareholders’ equity was EUR 18.7 billion, up by 1.2% compared to 
end of December 2009 and by 5.5% as compared to March 2009. 

The Group’s IFRS total shareholders’ equity, including Accumulated Other Comprehensive Income (OCI), 
improved by EUR 0.2 billion compared to December 2009 and reached EUR 10.4 billion. On a yearly basis, 
total shareholders’ equity improved by EUR 7 billion mainly as a result of the contraction of the negative 
Available-for-Sale reserve on Securities (AFS) which improved by EUR 5.6 billion from March 2009. Such 
improvement is principally explained by the tightening of secondary spreads and improvement of the liquidity 
on the secondary fixed income market which reduced the negative AFS reserve related to the Group’s bond 
portfolio in run-off. On a quarterly basis, the AFS reserve deteriorated slightly as the positive rate effect on 
fixed rate non-hedged bonds was partly offset by spread widening on Sovereign bonds. 

Total weighted risks were roughly stable at EUR 142.7 billion as compared to the end of December 2009 as 
the deleveraging impact was neutralized by adverse foreign exchange effects. On a yearly basis, weighted 
risks decreased by EUR 10.6 billion (-6.9%) as a result of the deleveraging efforts of the Group and of the 
depreciation of the US dollar against the euro over the period. The sensitivity of weighted risks to the 
USD/EUR parity is roughly equal to EUR 300 million per basis point.  

In 1Q 2010, the Group’s Tier 1 ratio further improved by 26 bps to 12.5% supported by organic generation of 
Tier 1 capital of EUR 307 million (equivalent to 22 bps) and by a decrease of total weighted risks of 
EUR 490 million (equivalent to 4 bps). The core Tier 1 ratio reached 11.5%, up by 25 bps compared to the 
end of December 2009. The core Tier 1 ratio of the Group will be maintained at or above 10.6% in 2010 as 
agreed with the European Commission.  
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Introduction 
 
The main risks Dexia has to manage within the context of its activities are described in detail in the Dexia 
Annual Report 2009. In particular, there are risks in relation to credit, markets, balance sheet management 
(ALM), liquidity and exchange rates as well as operational risk management. 
Dexia wants its development to be vigorous and well-balanced, always respecting its founding values 
regarding risks and financial solidity. Indeed the Group observes the strictest standards in credit allocation, 
risk management, operational activities and product quality. 

 
Credit Risk 
 

Dexia Group exposure by category (as at 31 March 2010) 
In millions of EUR  
Central governments 73,739
Public sector entities 263,879
Corporate 51,670
Monolines 11,666
ABS/MBS 34,343
Project finance 18,610
Individuals, SME and self-employed 45,482
Financial institutions 84,551
Other 210
Total 584,151
 

Dexia Group exposure by geographical region (as at 31 March 2010) 
In millions of EUR  
Belgium 113,423
France 102,603
Germany 38,892
Italy 57,282
Luxembourg 12,566
Other EU countries 108,766
Rest of Europe 10,462
Turkey 11,714
United States and Canada 84,582
South and Central America 4,162
Southeast Asia 3,394
Japan 15,797
Other 20,508
Total 584,151
 
 



 

 16 Dexia / Quarterly financial report 1Q 2010
 

Market Risk 
 

TFM value at riks 
  IR & FX (Trading and banking) (1) EQT Trading (2) 
VaR (10 days, 
99%), in m EUR 

1Q09 4Q09 1Q10 1Q10 
core 

1Q10 
non 
core 

1Q09 4Q09 1Q10 1Q10 
core 

1Q10 
non 
core 

Average 58.9 20.3 14.7 17.4 2.2 6.3 2.4 1.8 1.8 0.0 
Q end 28.6 17.5 13.0 17.1 2.3 6.5 1.2 1.4 1.4 0.0 

By 
risk 
factor Maximum 86.5 26.3 19.8 23.7 2.7 7.6 4.5 2.9 2.9 0.0 
 
  Spread trading Other risk (3) 
VaR (10 days, 
99%), in m EUR 

1Q09 4Q09 1Q10 1Q10 
core 

1Q10 
non 
core 

1Q09 4Q09 1Q10 1Q10 
core 

1Q10 
non 
core 

Average 58.9 20.3 14.7 17.4 2.2 6.3 2.4 1.8 1.8 0.0 
Q end 28.6 17.5 13.0 17.1 2.3 6.5 1.2 1.4 1.4 0.0 

By 
risk 
factor Maximum 86.5 26.3 19.8 23.7 2.7 7.6 4.5 2.9 2.9 0.0 
 

Average 44.0 32.5 27 
Q end 39.2 29 22.9 
Maximum 51.0 44.1 32.7 

Global 1Q 

Limit 100.0 

Core 1Q 

73 

Non core 1Q 

33 

(1) Core/non core Var not diversified between business lines/activity lines. IR: interest rate. Forex. 
(2) EQT: equities. 
(3) Other risk:inflation and CO2. 
 

 
Asset and Liability Managament (ALM) 
 

Listed shares sensitivity – Banking companies portfolio (1) 

In millions of EUR Market value VaR % VaR / MV (2) EaR 

31 March 2009 318 53 16.7% (64) 
30 June 2009 281 45 16.0% (29) 
30 September 2009 516 (3) 37 (4) 17.0% (13) 
31 December 2009 503 (3) 16 (4) 9.0% 0 
31 March 2010 89 7 8.0% 0 

(1) Excluding DenizBank. 
(2) % VaR/MV represents the percentage loss that can be experienced on the market value. 
(3) Assured Guaranty stake included. 
(4) Assured Guaranty share non included. 
 

Listed shares sensitivity – Insurance companies portfolio 

In millions of EUR Market value VaR Mitigated 
VaR (1)

% VaR / MV 
(2) EaR

31 March 2009 1,101 85 53 7.8% (286) 
30 June 2009 947 97 80 10.2% (213) 
30 September 2009 1,167 151 142 12.9% (144) 
31 December 2009 1,435 149 119 8.3% (52) 
31 March 2010 1,388 96 91 6.9% (46) 

(1) Mitigated Var takes into consideration the repartition between the insurance policy holder and the issuer. 
(2) % VaR/MV represents the percentage loss that can be experienced on the market value. 
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Asset quality, ratings 
 

Quality of risks 
In millions of EUR, except where 
indicated 

31/03/09 31/06/09 30/09/09 31/12/09 31/03/10 

Impaired loans to customers 3,652 3,624 3,720 4,808 5,471 
Portfolio impairments(1) 2,318 2,324 2,366 2,657 2,989 
Assets quality ratio(2) 1.0% 1.0% 1.1% 1.4% 1.6% 
Coverage ratio(3) 63.5% 64.1% 63.6% 55.3% 54.6% 
(1) Does not include the collective impairment set aside to cover potential risk on share-leasing products. 
(2) The ratio between the impaired loans and the gross outstanding loans. 
(3) The ratio between the portfolio impairments and the impaired loans. 
 
 
 

Ratings as at 10 May 2010 
 Long-term Outlook Short-term

Fitch       
Dexia Bank Belgium A+ Stable outlook F1+
Dexia Crédit Local  A+ Stable outlook F1+
Dexia Banque Internationale à Luxembourg A+ Stable outlook F1+
Dexia Municipal Agency (Obligations foncières) AAA -  
Moody's     
Dexia Bank Belgium A1 Stable outlook P-1
Dexia Crédit Local  A1 Stable outlook P-1
Dexia Banque Internationale à Luxembourg A1 Stable outlook P-1
Dexia Municipal Agency (Obligations foncières) Aaa -  
Standard & Poor's     
Dexia Bank Belgium A Negative outlook A-1
Dexia Crédit Local  A Negative outlook A-1
Dexia Banque Internationale à Luxembourg A Negative outlook A-1
Dexia Municipal Agency (Obligations foncières) AAA Stable outlook  
Dexia Kommunalbank Deutschland (Pfandbriefe) AAA Stable outlook   
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Comparison total equity (financial statements) and  

total equity as calculated for regulatory requirements 
In millions of EUR 31/12/09 31/03/10

 
Financial 

Statements
Regulatory 

purposes
Financial 

Statements 
Regulatory 

purposes
Total shareholders' equity 10,182 10,182 10,389 10,389
Minority interests 1,806 1,796 1,817 1,809

of which Core equity 1,813 1,805 1,825 1,818 
of which Gains and Losses not recognized 
in the statement of income (8) (9) (8) (9) 

Discretionary participation features of 
insurance contracts 1 0 66 0
Total equity 11,988 11,978 12,272 12,198
For regulatory purposes, insurance companies are accounted for by the equity method. Therefore, minority interests differ from those 
published in the Financial Statements. Discretionary Participation Features only relate to insurance companies. 
 

Regulatory capital 

In millions of EUR 31/12/09 31/03/10
Total regulatory capital (after income appropriation) 20,251 20,378
Tier 1 capital 17,573 17,880
Core shareholders' equity 18,498 18,714
Cumulative translation adjustments-Group (531) (388)
Minority interests (eligible in Tier 1) (1) 613 626
Deductions and prudential filters (2,428) (2,495)
Hybrid regulatory Tier 1 capital (2) 1,421 1,423
Additional own funds 2,678 2,498
Perpetuals 755 782
Subordinated liabilities 2,630 2,538
Deductions and prudential filters  (707) (821)

(1) On a regulatory approach, the amounts booked in minority interests and eligible as hybrid regulatory Tier 1 capital are presented 
separately. As of 31 Dec. 2008 and as of 31 March 2009, EUR 1,196 million eligible and EUR 1,198 million eligible as hybrid 
regulatory Tier 1 capital is included in minority interests' core equity. 

(2) This amount is the result of three operations: 
- undated deeply subordinated non-cumulative Notes for EUR 700 million, issued by Dexia Crédit Local and booked for EUR 698 

million in Minority interests; 
- Undated subordinated non-cumulative Notes for EUR 500 million, issued by Dexia Funding Luxembourg and booked in Minority 

interests for EUR 498 million; 
- Hybrid capital issued by Dexia BIL on July 6, 2001 for an amount of EUR 225 million bearing an interest of 6.821% and booked 

in Subordinated debts in the financial statements. 
Weighted risks 

In millions of EUR 31/03/09 31/06/09 30/09/09 31/12/09 31/03/10 
Credit risks 114,580 139,495 139,231 135,381 132,069 
Market risks 5,724 3,073 3,814 2,980 2,503 
Operational risks 9,096 10,269 10,269 10,269 10,269 
Total 129,400 152,837 153,314 148,630 144,841 
 

Solvency ratios 

 31/03/09 31/06/09 30/09/09 31/12/09 31/03/10 
Tier 1 ratio 10.7% 11.3% 11.8% 12.3% 12.5% 
Capital adequacy ratio 12.0% 13.0% 13.5% 14.1% 14.3% 
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Shareholders’ base as of 31 March 2010 
Caisse des dépôts et consignations 17.6% 
Holding Communal 14.7% 
Arco Group 14.3% 
French State 5.7% 
Belgian federal state 5.7% 
Three Belgian Regions 5.7% 
Ethias Group 5.0% 
CNP Assurances 3.0% 
Employee shareholding 1.5% 
Other institutional and individual shareholders 26.8% 
 
 

Principal related party transactions 

There have not been any significant transactions with related parties during 1Q 2010. For more details please refer the latest annual 
disclosure on related party transactions in the Dexia annual report on page 166. 
 
 

Number of shares 
 31/03/2009 31/12/2009 31/03/2010
Number of shares 1,762,478,783 1,762,478,783 1,762,478,783
of which Treasury shares 293,570 293,570 293,570 
Number of options 71,787,214 71,242,716 71,242,716
Total number current/potential future shares(1) 1,834,265,997 1,833,721,499 1,833,721,499
(1) For more details refer to “Legal information” on www.dexia.com. 
 

Data per share 
 31/03/2009 31/12/2009 31/03/2010
Average weighted number of shares (1) 1,762,185,213 1,762,185,213 1,762,185,213 
Diluted average weighted number of shares (1) 1,762,185,213 1,762,185,213 1,762,185,213 
Earnings per share – EPS (in EUR)   
- basic (2) 0.14 0.57 0.12 
- diluted (3) 0.14 0.57 0.12 
Net assets per share (in EUR) (4)  
- related to core shareholders’ equity (5) 10.06 10.50 10.62 
- related to total shareholders’ equity (6) 1.91 5.78 5.90 
(1) Excluding shares held in treasury stocks. 
(2) The ratio between the net income – Group share and the average weighted number of shares. 
(3) The ratio between the net income – Group share and the average weighted diluted number of shares. 
(4) The ratio between the shareholders’ equity and the number of shares (after deduction of treasury shares) at end of period. 
(5) Without AFS, CFH reserve and cumulative translation adjustments. 
(6) With AFS, CFH reserve and cumulative translation adjustments. 
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I the undersigned, Pierre Mariani, Chief Executive Officer and Chairman of the Management Board of 
Dexia SA, certify that to my knowledge:  
 

a) the summary financial statements, established in accordance with applicable accounting 
standards, present an accurate picture of the assets, the financial situation and the earnings of 
the company and the businesses included in the consolidation; 

b) the management report contains a true statement of the information which must appear 
therein in accordance with applicable regulations. 

 
 
 
Brussels, 11 May 2010 
 
For the Management Board 
 
 
 
 
Pierre Mariani 
Chief Executive Officer and Chairman of the Management Board 
Dexia SA 
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