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Corporate Finance in Germany

Corporate finance is a critical aspect of business operations in Germany, playing a vital role in the strategic
decision-making process of companies. Understanding key terms and vocabulary in the context of German
corporate finance is essential for professionals operating in this environment. This explanation will delve
into the fundamental concepts and terminologies related to corporate finance in Germany, providing a
comprehensive overview for learners pursuing the Postgraduate Certificate in German HGB Accounting.

1. Aktiengesellschaft (AG)

An Aktiengesellschaft, abbreviated as AG, is a type of German corporation that is governed by the
Aktiengesetz (AktG), the German Stock Corporation Act. AGs are characterized by having a share capital
divided into shares, with shareholders having limited liability. AGs are subject to strict regulations and
reporting requirements, making them a common choice for large companies in Germany.

2. GmbH & Co. KG

Gesellschaft mit beschränkter Haftung & Compagnie Kommanditgesellschaft, abbreviated as GmbH & Co.
KG, is a unique business structure in Germany that combines elements of a limited liability company (GmbH)
and a limited partnership (KG). In this structure, the GmbH serves as the general partner with full liability,
while the limited partners have limited liability. This format is often used for family businesses or investment
vehicles.

3. Finanzierung

Finanzierung, or financing, refers to the process of raising capital to fund business activities. In Germany,
companies have various options for financing, including equity financing, debt financing, and hybrid
instruments. The choice of financing sources can impact the company's cost of capital, risk profile, and
financial flexibility.

4. Eigenkapital

Eigenkapital, or equity capital, represents the portion of a company's capital that is provided by its owners
or shareholders. In Germany, equity capital is a crucial component of a company's financing structure, as it
represents ownership in the business and provides a cushion against financial distress. Companies can raise
equity capital through share issuances or retained earnings.

5. Fremdkapital

Fremdkapital, or debt capital, refers to funds borrowed by a company from external sources, such as banks
or bondholders. Debt capital is a common form of financing in Germany, providing companies with
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leverage to expand operations or invest in new projects. However, excessive reliance on debt can increase
financial risk and interest expenses.

6. Kapitalkosten

Kapitalkosten, or cost of capital, is the required rate of return that investors expect to receive on their
investment in a company. In Germany, determining the cost of capital is essential for evaluating investment
opportunities and making financing decisions. The cost of capital is influenced by factors such as interest
rates, market conditions, and the company's risk profile.

7. Kapitalstruktur

Kapitalstruktur, or capital structure, refers to the mix of equity and debt financing used by a company to
fund its operations. In Germany, companies strive to achieve an optimal capital structure that balances the
benefits of debt (tax advantages, leverage) with the costs (financial risk, interest expenses). The right capital
structure can enhance a company's value and competitiveness.

8. Dividende

Dividende, or dividend, is a distribution of profits to shareholders as a reward for their investment in the
company. In Germany, dividends are typically paid out of the company's retained earnings and are subject
to approval by the shareholders at the Annual General Meeting (Hauptversammlung). Dividends are a key
component of shareholder returns and can impact stock prices.

9. Unternehmensbewertung

Unternehmensbewertung, or company valuation, is the process of determining the economic value of a
business. In Germany, companies undergo valuation for various reasons, such as mergers and acquisitions,
financial reporting, or strategic planning. Valuation methods in Germany include discounted cash flow
(DCF), comparable company analysis, and precedent transactions.

10. Risikomanagement

Risikomanagement, or risk management, involves identifying, assessing, and mitigating risks that could
impact a company's financial performance. In Germany, companies employ risk management practices to
safeguard against market risks, credit risks, operational risks, and compliance risks. Effective risk
management can protect a company's value and reputation.

11. Kapitalmarkt

Kapitalmarkt, or capital market, refers to the financial market where companies and governments raise
long-term funds through the issuance of stocks, bonds, and other securities. In Germany, the capital market
plays a crucial role in providing companies with access to capital for growth and expansion. The Frankfurt
Stock Exchange is a prominent capital market in Germany.

12. Due Diligence
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Due Diligence is a comprehensive investigation or audit of a potential investment or acquisition target to
assess its financial, legal, and operational aspects. In Germany, Due Diligence is a standard practice before
entering into a business transaction to uncover any risks or issues that could impact the deal. Due Diligence
helps investors make informed decisions.

13. Wirtschaftsprüfer

Wirtschaftsprüfer, or auditors, are professionals in Germany who are authorized to conduct audits of
financial statements and provide assurance on the accuracy and reliability of financial information. Auditors
play a critical role in ensuring transparency and trust in financial reporting, as mandated by German
accounting regulations such as the Handelsgesetzbuch (HGB).

14. Unternehmensführung

Unternehmensführung, or corporate governance, encompasses the system of rules, practices, and processes
by which a company is directed and controlled. In Germany, corporate governance is governed by laws,
regulations, and best practices aimed at protecting the interests of shareholders, promoting transparency,
and ensuring ethical conduct. Effective corporate governance is essential for sustainable business growth.

15. Unternehmensstrategie

Unternehmensstrategie, or corporate strategy, refers to the long-term plan or direction that guides a
company's decision-making and resource allocation. In Germany, companies develop corporate strategies
to achieve competitive advantage, drive growth, and create value for stakeholders. A well-defined corporate
strategy aligns the organization towards its goals and objectives.

16. Steuerrecht

Steuerrecht, or tax law, governs the taxation of businesses and individuals in Germany. Understanding tax
regulations and compliance requirements is essential for companies operating in Germany, as non-
compliance can lead to penalties and legal consequences. Tax planning and optimization strategies are
crucial for managing the tax burden effectively.

17. Unternehmensfinanzierung

Unternehmensfinanzierung, or corporate financing, involves the management of a company's financial
resources to support its operations and growth. In Germany, companies utilize various financing sources,
such as equity, debt, and mezzanine financing, to meet their capital needs. Effective corporate financing
strategies can enhance liquidity, profitability, and shareholder value.

18. Kapitalerhöhung

Kapitalerhöhung, or capital increase, is the process of raising additional funds by issuing new shares or
increasing the par value of existing shares. In Germany, companies may opt for a capital increase to finance
expansion projects, reduce debt, or strengthen their financial position. Capital increases require approval by
shareholders and compliance with regulatory requirements.
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19. Unternehmensbewertung

Unternehmensbewertung, or company valuation, is the process of determining the economic value of a
business based on its financial performance, assets, and market position. In Germany, companies conduct
valuation for various purposes, such as mergers and acquisitions, financial reporting, or dispute resolution.
Valuation methods in Germany include income approach, market approach, and asset-based approach.

20. Finanzberichterstattung

Finanzberichterstattung, or financial reporting, involves the preparation and disclosure of financial
information to stakeholders, including investors, regulators, and the public. In Germany, companies are
required to comply with accounting standards such as the Handelsgesetzbuch (HGB) and International
Financial Reporting Standards (IFRS) when preparing financial reports. Transparent and accurate financial
reporting is essential for building trust and credibility.

21. Börsengang

Börsengang, or initial public offering (IPO), is the process by which a company offers its shares to the public
for the first time on a stock exchange. In Germany, companies may opt for a Börsengang to raise capital,
enhance visibility, and provide liquidity to existing shareholders. Going public involves regulatory
requirements, due diligence, and investor relations activities.

22. Bilanzanalyse

Bilanzanalyse, or financial statement analysis, involves the evaluation of a company's financial statements to
assess its performance, profitability, and financial health. In Germany, analysts use various financial ratios,
such as liquidity ratios, profitability ratios, and leverage ratios, to interpret the company's financial position
and make informed investment decisions. Bilanzanalyse helps stakeholders understand the company's
strengths and weaknesses.

23. Kapitalflussrechnung

Kapitalflussrechnung, or cash flow statement, is a financial statement that shows the inflows and outflows of
cash and cash equivalents during a specific period. In Germany, the Kapitalflussrechnung is a key
component of financial reporting, providing insights into a company's liquidity, operating activities, and
financial performance. Analyzing the cash flow statement helps stakeholders assess the company's ability to
generate cash and meet its obligations.

24. Finanzierungsinstrumente

Finanzierungsinstrumente, or financing instruments, are tools and mechanisms used by companies to raise
capital and manage financial risk. In Germany, companies have access to a wide range of financing
instruments, including equity securities, debt securities, derivatives, and structured products. Choosing the
right financing instruments is crucial for optimizing capital structure and achieving financial objectives.

25. Wertpapierprospekt
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Wertpapierprospekt, or securities prospectus, is a legal document that provides detailed information about
a company and its securities offering to potential investors. In Germany, companies issuing securities in the
public markets are required to prepare a Wertpapierprospekt that complies with regulatory standards set by
the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin). The prospectus discloses relevant information
about the company's business, financials, risks, and terms of the offering.

26. Finanzrisikomanagement

Finanzrisikomanagement, or financial risk management, involves identifying, assessing, and mitigating risks
related to a company's financial activities. In Germany, companies use financial risk management techniques
to manage exposure to market risks, credit risks, liquidity risks, and currency risks. Effective financial risk
management helps companies protect value, enhance financial performance, and ensure compliance with
regulatory requirements.

27. Eigenkapitalrendite

Eigenkapitalrendite, or return on equity (ROE), is a financial ratio that measures the profitability of a
company in relation to its equity capital. In Germany, Eigenkapitalrendite is a key performance indicator
used by investors and analysts to evaluate a company's efficiency in generating returns for shareholders. A
high Eigenkapitalrendite indicates effective capital utilization and profitability.

28. Fremdkapitalkosten

Fremdkapitalkosten, or cost of debt, is the required rate of return that a company must pay on its borrowed
funds. In Germany, Fremdkapitalkosten reflect the interest expenses and other costs associated with debt
financing. Companies use Fremdkapitalkosten to calculate their weighted average cost of capital (WACC)
and make financing decisions that optimize capital structure and minimize financing costs.

29. Anlagevermögen

Anlagevermögen, or fixed assets, are long-term assets that are held for use in operations and not intended
for resale. In Germany, Anlagevermögen includes property, plant, equipment, intangible assets, and
investments in subsidiaries. Companies maintain Anlagevermögen on their balance sheet at historical cost
less accumulated depreciation, reflecting the value of long-term assets used in the business.

30. Working Capital

Working Capital is the difference between current assets and current liabilities, representing the funds
available for a company's day-to-day operations. In Germany, companies manage Working Capital to
ensure adequate liquidity, support growth, and optimize cash flow. Effective Working Capital management
involves balancing inventory levels, accounts receivable, and accounts payable to maximize operational
efficiency.

31. Kapitalmarktrendite

Kapitalmarktrendite, or market return, is the rate of return that investors expect to earn from investing in
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the overall market. In Germany, Kapitalmarktrendite is influenced by factors such as economic conditions,
interest rates, and market volatility. Companies use Kapitalmarktrendite as a benchmark for evaluating
investment opportunities and determining the cost of capital for projects.

32. Eigenkapitalquote

Eigenkapitalquote, or equity ratio, is a financial ratio that measures the proportion of a company's total
assets financed by equity capital. In Germany, Eigenkapitalquote is an indicator of financial stability and
solvency, showing the extent to which a company relies on equity to support its operations. A high
Eigenkapitalquote signifies a strong capital base and lower financial risk.

33. Unternehmenssteuerung

Unternehmenssteuerung, or corporate control, refers to the processes and mechanisms by which a
company's management monitors and directs its operations. In Germany, Unternehmenssteuerung involves
setting strategic goals, allocating resources, and evaluating performance to ensure the company's
objectives are met. Effective Unternehmenssteuerung requires strong leadership, transparency, and
accountability.

34. Mergers & Acquisitions (M&A)

Mergers & Acquisitions, abbreviated as M&A, refer to the consolidation of companies through mergers,
acquisitions, or divestitures. In Germany, M&A activities are subject to regulatory scrutiny and due diligence
to assess their impact on competition, market dynamics, and shareholder value. Companies engage in M&A
to achieve strategic objectives, expand market share, or drive synergies.

35. Kapitalmarktrecht

Kapitalmarktrecht, or capital market law, governs the legal framework for securities offerings, trading, and
investor protection in Germany. Companies issuing securities in the capital markets must comply with
Kapitalmarktrecht regulations set by BaFin and other regulatory authorities. Kapitalmarktrecht aims to
ensure transparency, fairness, and integrity in the capital markets.

36. Mezzanine-Finanzierung

Mezzanine-Finanzierung, or mezzanine financing, is a hybrid form of debt and equity financing that
combines elements of both sources. In Germany, Mezzanine-Finanzierung provides companies with flexible
capital that ranks between senior debt and equity in the capital structure. Mezzanine financing is often used
to fund growth initiatives, acquisitions, or management buyouts.

37. Unternehmensbewertungsmethoden

Unternehmensbewertungsmethoden, or company valuation methods, are techniques used to determine the
value of a business. In Germany, common Unternehmensbewertungsmethoden include discounted cash
flow (DCF), multiples analysis, and asset-based valuation. Each method has its strengths and limitations, and
companies may use a combination of approaches to arrive at a fair valuation.
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38. Fremdwährungsrisiko

Fremdwährungsrisiko, or foreign exchange risk, refers to the exposure of a company to fluctuations in
exchange rates when conducting business in foreign currencies. In Germany, companies with international
operations face Fremdwährungsrisiko that can impact their financial performance and cash flows. Hedging
strategies, such as forward contracts and options, are used to manage foreign exchange risk.

39. Insolvenzrecht

Insolvenzrecht, or insolvency law, governs the legal procedures and regulations related to bankruptcy and
insolvency in Germany. Companies facing financial distress or inability to meet their obligations may file for
insolvency under the Insolvenzordnung (InsO) to restructure debts or liquidate assets. Insolvenzrecht aims
to protect creditors' interests and facilitate the orderly resolution of insolvency cases.

40. Unternehmensstruktur

Unternehmensstruktur, or corporate structure, refers to the organization and arrangement of a company's
divisions, subsidiaries, and business units. In Germany, Unternehmensstruktur reflects the company's
strategic goals, operational efficiency, and governance framework. Companies may adopt centralized,
decentralized, or matrix structures based on their industry, size, and business model.

41. Compliance

Compliance involves adhering to laws, regulations, and internal policies to ensure ethical conduct and risk
management within an organization. In Germany, companies implement compliance programs to prevent
fraud, corruption, and legal violations, maintaining trust with stakeholders. Compliance with financial,
environmental, and labor regulations is essential for sustainable business practices.

42. Eigenkapitalbeschaffung

Eigenkapitalbeschaffung, or equity financing, refers to the process of raising capital by issuing shares to
investors in exchange for ownership in the company. In Germany, Eigenkapitalbeschaffung provides
companies with permanent capital that does not require repayment, enabling them to fund growth
initiatives and strengthen their financial position. Equity financing can be done through public offerings or
private placements.

43. Unternehmensnachfolge

Unternehmensnachfolge, or business succession, is the process of transferring ownership and management
of a company from one generation to the next. In Germany, Unternehmensnachfolge is a critical issue for
family-owned businesses and entrepreneurs planning for retirement or exit. Succession planning involves
legal, financial, and tax considerations to ensure a smooth transition and continuity of the business.

44. Kapitalerhaltung

Kapitalerhaltung, or capital maintenance, refers to the legal requirement for companies to preserve their
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capital and protect creditors' interests. In Germany, Kapitalerhaltung rules restrict companies from
distributing dividends or reducing share capital unless certain conditions are met, such as profitability,
solvency, and compliance with regulatory standards. Kapitalerhaltung aims to ensure financial stability and
prevent insolvency.

45. Unternehmensbewertungsverfahren

Unternehmensbewertungsverfahren, or company valuation methods, are systematic approaches used to
determine the economic value of a business. In Germany, Unternehmensbewertungsverfahren include
income-based, market-based, and asset-based approaches that consider the company's financial
performance, industry dynamics, and risk factors. Choosing the right valuation method is crucial for making
informed investment decisions and strategic choices
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