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Rating Action

Creditreform Rating upgrades Bayerische Landesbank’s (Group) Long-Term Issuer Rating
to A (Outlook: stable)

Creditreform Rating (CRA) upgrades BayernLB's (Group) Long-Term Issuer Rating to A. The rat-
ing outlook is stable.

CRA upgrades BayernLB's Preferred Senior Unsecured Debt to A, Non-Preferred Senior Unse-
cured Debt to A- and Tier 2 Capital to BBB-.

CRA upgrades the Long-Term Issuer Rating of the Group's subsidiary Deutsche Kreditbank AG

Analysts to A, which reflects BayernLBs (Group) Long-Term Issuer Rating, in line with our methodology.
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Key Rating Drivers

e Stable profits excluding non-recurring items in 2022, stark increase in first half of 2023 as a
result of higher interest rates

e New interest rate environment reinvigorates earnings potential for BayernLB

e Continued excellent asset quality in key ratios, despite negative rating migrations of real es-
tate exposures and relatively high problem loan ratio

e Lowdistributions and solid earnings strengthen already good capital base

e High exposure to the real estate sector amid high interest rate environment leads to higher
risk; current developments are subject to significant uncertainties

e Stability through Sparkassen-Finanzgruppe and Institutional Protection Scheme

Executive Summary

Quantitative:  Good | The rating of Bayerische Landesbank A6R (hereinafter: BayernLB) is prepared on the basis of
Earnings Sufficient group consolidated accounts.
Assets Good . . , . .
Capital Good Creditreform Rating (CRA) upgrades BayernLB's Long-Term Issuer Rating to A. The rating out-
Liquidity Very Good look is stable. The rating upgrade is mainly due to the significantly improved earnings potential
- under the new interest rate regime, while asset quality remains excellent in key areas and cap-
Qualitative: Good I

italization is good, with a moderate dividend policy. As with the other Landesbanks, BayernLB
also benefits from the institutional protection system of the Sparkassen Finanzgruppe.

In the Institutional Support Assessment, Creditreform Rating examines the extent to which an
existing cross-guarantee system or IPS can have an influence on BayernlLB's rating. As a result,
Creditreform Rating comes to the conclusion that in the case of BayernLB's Long-Term Issuer
Rating, there is a strong connection between Sparkassen Finanzgruppe (SFG) and BayernLB due
to Sparkassenunterstitzungsfonds of the regional Sparkassen and Giroverbande, the Guaran-
tee Fund of the Landesbausparkassen and the Guarantee Reserve of the Landesbanks and Gi-
rozentralen. This enables additional notching. In the opinion of Creditreform Rating, a stand-
alone rating of BayernLB is thus not appropriate due to its affiliation with SFG.
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Company Overview

Bayerische Landesbank was founded on June 27, 1972 through the merger of Bayerische Ge-
meindebank-Girozentrale and the state-owned Bayerische Landesbodenkreditanstalt. Bay-
ernLB is one of the leading commercial banks for SMEs and large corporate customers in Ger-
many with a regional focus and an emphasis on corporate financing and commercial real estate
financing. Private customers are also served directly through the wholly owned subsidiary
Deutsche Kreditbank AG (DKB). In addition to its headquarters in Munich, BayernLB maintains
offices throughout Germany and Europe, as well as a branch in New York.

BayernLB's main segments are Corporates & Markets, responsible for business with corporate
and key accounts, as well as in structured finance and capital market issues, Real Estate & Savings
Banks/Fl, real estate financier and service provider, as well as central bank of the Bavarian sav-
ings banks and partner of OH / Fl, including BayernLabo, and its subsidiaries Real I.S. AG and
Bayernlinvest. In addition, DKB, a digital bank focusing on essential banking business for private
customers.

As a public-sector credit institution, 75% of BayernLB Holding AG is held by the Free State of
Bavaria and the remaining 25% by the Association of Bavarian Sparkassen. BayernLB is a mem-
ber of the Sparkassen-Finanzgruppe. The Sparkassen-Finanzgruppe (hereinafter: SFG) has an
institution-specific protection system (IPS). This has been recognized as a deposit guarantee
system under the German Deposit Guarantee Act (Einlagensicherungsgesetz - EinSiG) since July
3, 2015. Under the statutory deposit protection scheme, customers are entitled to reimburse-
ment of their deposits of up to EUR 100,000 against the protection scheme.

The Joint Liability Scheme of the SFG consists of three elements: the Sparkassen Guarantee Fund
of the regional Sparkassen and Giro associations, the Guarantee Fund of the Landesbauspar-
kassen and the Guarantee Reserve of the Landesbanks and Girozentralen. Together, these
three guarantee funds ensure the continued existence of each individual Sparkasse and Landes-
banks.

The primary objective of the IPS is to avoid a support case and to protect the institutions them-
selves, i.e. to ensure liquidity and solvency. The protection of the institutions can be ensured,
for example, by the following measures: Injection of equity capital, assumption of guarantees
and sureties, and compliance with third-party claims. Mergers with other institutions may also
occur. The regional Sparkassen associations have a total of 11 Sparkassen guarantee funds. The
individual guarantee funds are interlinked. There is a supra-regional equalization between
them, which takes place if the funds available in a region are not sufficient for a so-called sup-
port case of an institution. In this case, the resources of all funds are available if required. If
necessary, all the guarantee funds will stand together as part of the system-wide equalization
process: all the Sparkassen guarantee funds, the guarantee reserve of the Landesbanks and the
guarantee fund of the Landesbausparkassen. This applies in the event that the resources of one
of the three protection schemes concerned are insufficient. This equalization means that all the
funds of all the protection schemes are available for action in the event of a crisis.

The members of the protection scheme pay annual contributions to the Sparkassen deposit
guarantee scheme. These are pooled in a special fund that is used to rescue the affected mem-
ber institution in the event of a crisis.

In the Institutional Support Assessment, Creditreform Rating examines to what extent an exist-
ing cross-guarantee system or IPS can have an influence on BayernLB's rating. As a result,
Creditreform Rating comes to the conclusion that in the case of BayernLB's Long-Term Issuer
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(LT Issuer) Rating, there is a strong connection due to the membership in SFG's cross-guarantee
system/IPS, which in turn enables additional notching. SFG's IPS has far-reaching competencies
in monitoring and crisis situations as well as an extensive catalog of measures at its disposal.
Support cases are linked to restructuring agreements and conditions. In the opinion of Credit-
reform Rating, a stand-alone rating of BayernLB is not appropriate due to its membership in
SFG and its IPS. BayernLB does not receive any further upnotching as a result of its membership
in SFG/IPS.

Since the end of 2019, BayernLB has adopted a strategic realignment concept for the Group.
This essentially involves focusing on the high-growth areas of the future while at the same time
reducing the cost base. The Fokus 2024 transformation process remains on track for the half-
year 2023.
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Business Development

Profitability

Creditreform Rating AG follows a structural approach in the presentation of the income state-
ment and balance sheet as well as in the calculation of key ratios. The presentation may there-
fore differ from that of the bank. Creditreform Rating pursues the goal of making financial state-
ments of different banks as well as within the scope of consolidation as comparable as possible.
Certain key ratios are also taken or calculated from the Bank's Pillar Ill Report for reasons of
comparability. Balance sheet and income statement figures are taken from the consolidated
financial statements of the respective years. One-off or exceptional items are, where possible,
relegated to the line items non-recurring revenue and expense. For 2022, restructuring gains as
well as the sale of buildings at the Munich location were relegated to non-recurring revenue.

BayernLB was able to achieve a result of EUR 1.1bn in FY 2022, almost double that of FY 2021.
This improvement is mainly due to exceptional items, but BayernLB also made progress in op-
erational terms. Before non-recurring items and impairments, the operating result increased
slightly, but CRA identified significant non-recurring income of EUR 0.4bn, namely from the sale
of non-operational real estate at the Munich location (EUR 0.3bn) and reversals of provisions
(EUR 0.1bn) in the course of finalizing the restructuring efforts. In addition, the tax burden in
2022 was significantly lower, mainly due to revaluation and correction effects. In total, net profit
increased by EUR 0.5bn.

Operating profit increased slightly by 2.9% to EUR 2.6bn. Net interest income jumped from EUR
1.9bn to EUR 2.1bn, or by 14.5%. The second half of the year benefited from the rapid rise in
interest rates in the Euro area and general business expansion. Net fee and commission income
increased in contrast to many competitors, which generally recorded declines in the past fiscal
year. DKB's Card business in particular achieved significant improvements, followed by fees in
the Credit business. This positive development was offset by fair value and net trading income;
losses had to be accepted in the difficult market environment of war, inflation and sharp interest
rate increases.

Chart 1 shows BayernLB's operating income per segment. At first glance, it is clear how im-
portant DKB is within the BayernLB Group as a whole, accounting for almost half of total oper-
ating income. Over the past four years, Corporates & Markets has lost some ground to the other
two main business areas, DKB and Real Estate & Savings Banks/Financial Institutions.
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Chart 1: Operating income (NI, NCl, FV, Other) and development by segment | Source: BayernLB
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Operating expenses also increased slightly by 2.7%. Investments in the IT landscape had an in-
creasing effect, while costs at BayernLB Core Bank decreased overall as part of the cost-cutting
measures under Fokus 2024, while the build-up of personnel and investments at DKB resulted
in higher operating expenses. Other expenses decreased in particular due to significantly lower
payments to the deposit guarantee theme. As a result of DKB's switch to the Entschadigungsein-
richtung deutscher Banken (EdB - Compensation Scheme of German Banks) and the termina-
tion of the letter of comfort and the control and profit and loss transfer agreement, BayernLB
already meets the target volume of the institutional deposit guarantee theme.

Risk costs remained low at EUR 70mn in 2022.

As already mentioned at the beginning, exceptional items contributed significantly to the im-
provement in net profit. EUR 299mn resulted from the sale of real estate not required for oper-
ations. With the completion of the Fokus 2024 staff reduction program, restructuring provisions
were reversed. In total, more than EUR 0.4bn in non-recurring revenue was generated.

Excluding any special items in 2022 and 2021, the pre-tax profit for both years would have been
comparable.

In view of the substantial improvement in net profit due to special items, the key earnings fig-
ures improved significantly across the board, but would have remained essentially unchanged
without them. The cost-income ratio (CIR) remained almost unchanged at a fairly high 69.8%.
The rest of the indicators improved to average to slightly above-average levels.

Chart 2 shows the development of key earnings indicators in a Landesbank peer group. Com-
pared with the other major Landesbanks, the cost-income ratio developed only moderately pos-
itively, while LBBW and NordLB are outliers in both positive and negative terms. In terms of
earnings power, BayernLB is one of the best Landesbanks in the comparison.
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Chart 2: CIR & ROA in comparison to the peer group | Source: eValueRate / CRA
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BayernLB expected net profit before taxes for 2023 of EUR 0.6bn to 0.8bn at year end 2022.
However, the bank already had to revise this plan upward by the end of the first half of the year,
and currently expects a pre-tax result of EUR 1.1bn to 1.3bn. This forecast could also be revised
upwards, as the half-year result was already just under EUR 0.9bn. The reason for this is the
extremely strong net interest income, which increased by 68% compared with the first half of
the previous year. Net fee and commission income also increased slightly, while the fair value
result recovered after the earlier disruptions in connection with the Ukraine war as well. Risk
costs increased only marginally; the impact of the sharp rise in interest rates has so far had only
a minor effect, but the bank’s earnings forecast from the current standpoint reads conserva-
tively in this respect.

Asset Situation and Asset Quality

Total assets decreased slightly by EUR 7.2bn in the reporting year 2022. Lending volume in-
creased robustly by EUR 8bn, with the overall decline largely attributable to the decrease in cash
and cash equivalents (EUR -15.4bn). At the end of 2021, BayernLB (through its subsidiary DKB)
drew down TLTRO Il funds in the amount of EUR 26.8bn; by the end of 2022, EUR 18.3bn had
been repaid.

BayernLB's credit portfolio continues to be located mainly in Germany, with just under 80% of
the on-balance sheet exposure. As a commercial bank, 55% of the exposure of loans and ad-
vances is to non-financial corporations; private households account for only 13%. Real estate
activities account for the largest share of non-financial exposure at 44%, while the capital-inten-
sive energy sector accounts for almost 20%. In the new interest rate environment, this is asso-
ciated with increased risk; per mid-year 2023 there was a significant negative rating migration
of the real estate portfolio. Overall, however, NPLs increased only marginally, as the share of
investment-grade exposures actually increased due to conservative risk management. The cur-
rent development remains subject to considerable uncertainties.

Chart 3 shows a detailed run-down of the loans and advances exposure in 2022:
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Chart 3: Exposure: Loans and Advances | Source: Pillar 3 (EU CR1, CQ5)
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BayernLB's asset quality remains very good. Although the NPL ratio increased in the first half of
2023, it remains at a low level. Risk costs also remain at a very low level. The RWA ratio is at a
very low 25.2%.

In a peer group comparison, all major German Landesbanks were very close to each other in
terms of the standardized NPL ratio, with NordLB significantly improving its asset quality in
the period under review. The development of the RWA ratio was very heterogeneous; in regu-
latory terms, BayernLB has the lowest implied business risk and the second-highest total as-
sets, with all Landesbanks except LBBW consolidating their business model.

Chart 4: NPL and RWA ratios and Total Assets of BayernLB in comparison to the peer Group | Source: eValueRate / P3
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Refinancing, Capital Quality and Liquidity

On the liabilities side, deposits from banks decreased by EUR 15.4bn, mainly due to the prepay-
ment of TLTRO Ill funds. Deposits from customers increased moderately by EUR 4bn, and debt
securities by EUR 1.7bn. In addition to the net profit of EUR 1.1bn, other comprehensive income
amounted to EUR 0.3bn, which was only slightly reduced by distributions (EUR -0.1bn). As a re-
sult, equity increased strongly by EUR 1.2bn, which corresponded to an increase of 10%.

As a result, the balance sheet equity ratio increased substantially from 4.6 to 5.2%, but the reg-
ulatory equity ratios remained virtually unchanged due to the increase in RWA.

The leverage ratio decreased sharply with the expiry of Corona transitional arrangements, but
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at 4.5% remained well above the minimum requirement of 3%. Overall, the ratios are to be
regarded as high, especially in comparison with other universal banks in Europe. The capital
ratios increased again in the first half of 2023 and despite the significantly higher capital re-
quirements (including increases under the anti-cyclical buffer and systemic risk buffer), the CET1
buffer is a very high 8.2%.

Chart 5: Available Capital and Minimum Requirements per H1-23 | Source: P3 (EU KM1)
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In comparison with the peer group, BayernLB maintains very good capital ratios, especially in
regulatory terms. The CET1 ratio is almost three percentage points higher compared to the next
competitor and only NordLB, due to its riskier portfolio, has BayernLB beat in terms of balance
sheet equity ratio.

Chart 6: CET1 and Equity ratios of BayernLB in comparison to the peer group | Source: CRA, P3 (EU KM1)
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Due to the upgrade of the Long-Term Issuer Rating by one notch to A, all existing debt and
capital ratings are notched up by one. Due to DKB's bank capital and debt structure, as well as
its status as an O-Sll, the Bank’s Preferred Senior Unsecured Debt is not notched down in com-
parison to the Long-Term Issuer Rating and is rated A. Due to the seniority structure, DKB's Non-
Preferred Senior Unsecured debt is rated A-.
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Environmental, Social and Governance (ESG) Score Card

Bayerische Landesbank has one significant and two moderate ESG rating drivers ESG

Corporate Governance is identified as a highly significant rating driver. The relevance
for the credit rating results from the impact of the Corporate Governance factor on all

Bank Score

other ESG factors and the overall well-being of the bank. This sub-factor is rated 36/5

positive due to BayLB's strong and sustainable earning figures, the widespread ESG
policies and its ambitious ESG targets.

+ Corporate Behaviour and Green Financing / Promoting are identified as moderate Score Guidance

rating driver. While Green Financing / Promoting is rated neutral due to relatively low

amount of green bonds, Coporate Behaviour is rated positive. >3,5 - 4,25 Above-average

>2,5-3,5 Average
>1,75 - 2,5 Substandard

Relevance
Factor Sub-Factor Consideration Scale 2022 Eval.
- 1.1 Green Financing / The sub-factor "Green Financing/Promoting" has a moderate relevance for the 3 0)
3 Promoti ng credit rating, and is rated neutral in terms of the CRA ESG criteria.
c
w .
€ |1.2 Exposure to Environ- The sub-factor "Exposure to Environmental Factors" has a low relevance for the 2 0)
g mental Factors credit rating, and is rated neutral in terms of the CRA ESG criteria.
b
2
. . The sub-factor "Resource Efficiency" has no significant relevance for the credit
w +
1.3 Resource Efﬂaency rating, and is rated positive in terms of the CRA ESG criteria. 1 *)
. The sub-factor "Human Capital" has low relevance for the credit rating, and is
= 2.1 Human Capltal rated neutral in terms of the CRA ESG criteria. 2 0)
8
wv . S The sub-factor "Social Responsibility" has no significant relevance for the credit
2.2 Social Respon5|b|llty rating, and is rated neutral in terms of the CRA ESG criteria. 1 0)
The sub-factor "Corporate Governance" is highly relevant for the credit rating,
+
o 3.1 Corporate Governance and is rated positive in terms of the CRA ESG criteria. 4 *)
(%)
c
< . .
. The sub-factor "Corporate Behaviour" has a moderate relevance for the credit
< +
s 3.2 Corporate Behaviour rating, and is rated positive in terms of the CRA ESG criteria. 3 *)
>
8
The sub-factor "Corporate Transparency" has no significant relevance for the
+ +
33 Corporate Transparency credit rating, and is rated very positive in terms of the CRA ESG criteria. 1 ( )
ESG Relevance Scale ESG Evaluation Guidance
5 |Highest Relevance (+ +) |Strong positive
4 |High Relevance (+) Positive
3 Moderate Relevance ( ) Neutral
2 Low Relevance ( - ) Negative

No significant Relevance

(--) |Strong negativ

The ESG Score is based on the Methodology "Environmental, Social and Governance Score of Banken (Version 1.0)" of Creditreform Rating AG, which is available on
our homepage https://creditreform-rating.de/en/about-us/regulatory-requirements.html. In addition, we refer to CRA's position paper "Consodering the Impact
of ESG Factors".
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Best-case scenario: A+

Worst-case scenario: A-

Please note:

The scenarios are based on information
available at the time of the rating. Within
the forecast horizon, circumstances may

occur that could lead to a change of the
rating out of the indicated range.
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Outlook

The outlook of the Long-Term Issuer Rating of BayernLB is stable. In the medium term, CRA
expects earnings power to increase significantly in the wake of the new interest rate environ-
ment. At the same time, the very high exposure to Commercial Real Estate is subject to risk in
the current market environment. However, we do not expect any material deterioration in asset
quality at the overall bank level; moreover, capitalization is considered more than adequate with
continued moderate distributions. DKB continues to be an important pillar of the bank as a
whole, both in terms of earnings capacity and from a diversification perspective.

Scenario Analysis

In a scenario analysis, the bank is able to reach a Long-Term Issuer Rating of A+ in the “Best-
Case-Scenario” and a Long-Term Issuer Rating of A- in the “Worst-Case-Scenario”. The ratings of
Bank Capital and Senior Unsecured Debt would respond similarly based on our rating method-
ology. These ratings are especially sensitive to changes in total equity and to the bank capital
and debt structure in general. Likewise, material change with regard to the IPS and/or Spar-
kassen-Finanzgruppe may precipitate up- or down-notching.

We may upgrade BayernLB's Long-Term Issuer and Bank Capital and Senior Unsecured debt
ratings if we see a long-term increase in profitability, along with continued excellent asset quality
and at least maintained capital position.

On the other hand, BayernLB's Long-Term Issuer Rating, Bank Capital Rating and Unsecured
Debt Rating could be downgraded if BayernLB's earnings were to decline significantly. In addi-
tion, a downgrade could be appropriate if asset quality were to deteriorate significantly in a
high-interest-rate environment, e.g. in the commercial real estate segment.
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Appendix

Bank ratings DKB

The bank ratings are dependent on a host of quantitative and qualitative factors. An improve-
ment in either sub-category may result in a higher rating score.

Long-Term Issuer / Outlook / Short-Term A/ L2/ stable
Bank Capital and Debt Instruments Ratings DKB

The ratings for bank capital and debt instruments are inter alia dependent on subordination
and relative size of the instrument class, based on the long-term issuer rating of the bank.

Preferred Senior Unsecured (PSU): A
Non-Preferred Senior Unsecured (NPS): A-
Tier 2 (T2): -

Additional Tier 1 (AT1): -

Rating History

Please consult our website www.creditreform-rating.de for additional information regarding the
dates of publication.

Figure 1: Rating History

Initialrating 12.06.2018 A-/ stabil / L2
Update 17.09.2019 A-/ stabil / L2
Monitoring 24.03.2020 A-/NEW /L2
Update 02.10.2020 A- / stabil / L2
Monitoring 05.07.2021 A- / stabil / L2 (UNW)
Update 24.09.2021 A- / stabil / L2
Update 11.11.2022 A- / stabil / L2
Update 17.10.2023 A/ stabil / L2

 sank Capitaland Debt instruments | RatingDate | Result
Senior Unsecured / T2 / AT1 (Initial) 12.06.2018 BBB+/ BB+ / -
PSU/NPS/T2/AT1 17.09.2019 A-/BBB+/BB+/-
Monitoring 24.03.2020 A-/ BBB+/ BB+ /- (NEW)
PSU/NPS/T2/AT1 02.10.2020 A-/BBB+/BB+/-
PSU/NPS/T2/AT1 05.07.2021 A- / BBB+/ BB+ / - (UNW)
PSU/NPS/T2/AT1 24.09.2021 A-/BBB+/BB+/-
PSU/NPS/T2/AT1 11.11.2022 A-/BBB+/BB+/-
PSU/NPS/T2/AT1 17.10.2023 A/A-/BBB-/-
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Initialrating 12.06.2018 A-/ stabil / L2

Update 17.09.2019 A- / stabil / L2

Monitoring 24.03.2020 A-/NEW /L2

Update 02.10.2020 A- / stabil / L2

Monitoring 05.07.2021 A-/ stabil / L2 (UNW)

Update 24.09.2021 A- / stabil / L2

Update 11.11.2022 A- / stabil / L2

Update 17.10.2023 A/ stabil / L2
(BankCapitaland Debtinstruments of DKB

Senior Unsecured / T2 / AT1 (Initial) 12.06.2018 BBB+/ BB+ / -

PSU/NPS /T2 /AT1 17.09.2019 A-/BBB+/BB+/ -

Monitoring 24.03.2020 A-/ BBB+/ BB+ /- (NEW)

PSU/NPS/T2/AT1 02.10.2020 A-/ BBB+/BB+/ -

PSU/NPS/T2/AT1 05.07.2021 A- / BBB+/ BB+ / - (UNW)

PSU/NPS /T2 /AT1 24.09.2021 A-/BBB+/BB+/ -

PSU/NPS/T2/AT1 11.11.2022 A-/BBB+/n.r./-

PSU/NPS/T2/AT1 17.10.2023 Al/A-7-1-
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Tables Group (if applicable)

Figure 2: Income statement’ | Source: eValueRate / CRA

Creditreform &

Rating

Income Statement (EUR m) 2022 % 2021 2020

Net Interest Income 2137 +14,5 1.866 1.772 1.726
Net Fee & Commission Income 423 +11,3 380 331 287
Net Insurance Income - - - - -
Net Trading & Fair Value Income -126 | <-100 220 146 27
Equity Accounted Results - - - - -
Dividends from Equity Instruments - - - - -
Other Income 156 | >+100 52 131 272
Operating Income 2.590 +2,9 2518 2.380 2312

Operating Profit

783

Depreciation and Amortisation 96 +7,9 89 79 64
Personnel Expense 837 -0,8 844 856 771
Tech & Communications Expense 387 +11,5 347 333 321
Marketing and Promotion Expense 39 +5,4 37 35 40
Other Provisions - - -40 -30 -31
Other Expense 448 -71 482 461 527
Operating Expense 1.807 +2,7 1.759 1.734 1.692

620

Cost of Risk / Impairment

-251

Non-Recurring Income 409 | >+100 105 5 2
Non-Recurring Expense 0 [ -100,0 1 311 217
Pre-tax Profit 1122 | +377 815 198 656
Income Tax Expense 64 -753 259 -31 187

Discontinued Operations

Attributable to minority interest (non-controlling interest) -3 +0,0 -3 -3 -3
Attributable to owners of the parent 1.055 +90,8 553 226 466
Figure 3: Key earnings figures| Source: eValueRate / CRA and Pillar 11l

Income Ratios (%) 2022 % 2021 2020 2019
Cost Income Ratio (CIR) 69,77 -0,09 69,86 72,86 73,18
Cost Income Ratio ex. Trading (CIRex) 66,53 | -10,01 76,54 77,62 74,05
Return on Assets (ROA) 0,41 +0,20 0,21 0,09 0,21
Return on Equity (ROE) 7,81 +3,30 4,52 1,98 4,06
Return on Assets before Taxes (ROADbT) 0,43 +0,13 0,31 0,08 0,29
Return on Equity before Taxes (ROEbT) 8,29 +1,66 6,62 1,71 5,69
Return on Risk-Weighted Assets (RORWA) 1,62 +0,74 0,88 0,35 0,73
Return on Risk-Weighted Assets before Taxes (RORWADT) 1,72 +0,43 1,29 0,30 1,02
Net Financial Margin (NFM) 0,79 -0,00 0,80 0,76 0,79
Pre-Impairment Operating Profit / Assets 0,46 +0,14 0,32 0,14 0,18

Change in %Points

! Data by our data provider eValueRate, which is standardized for analytical reasons. Thus, the used data
and the resulting figures do not have necessary to match the presentation of the bank, which refers to this

and all subsequent tables and figures.
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Figure 4: Development of assets| Source: eValueRate / CRA
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Equity Accounted Investments

Assets (EUR m) 2022 % 2021 2020 2019
Cash and Balances with Central Banks 2.151 -87,7 17.542 9.342 8.512
Net Loans to Banks 61.438 49,2 56.266 56.177 31.106
Net Loans to Customers 166.426 +5,0 158.445 152.667 146.102
Total Securities 19.640 <73 21.182 23.537 26.505
Total Derivative Assets 3.786 -52,2 7.925 10.944 10.348
Other Financial Assets 21 -12,5 24 25 26

Other Investments 21 -16,0 25 28 28
Insurance Assets 233 +0,4 232 229 227
Non-current Assets & Discontinued Ops 0 | -100,0 65 26 -
Tangible and Intangible Assets 630 +2,4 615 633 646
Tax Assets 778 +12,8 690 735 786
Total Other Assets 4.219 +19,1 3.543 1.883 1.679

Figure 5: Development of asset quality | Source: eValueRate / CRA and Pillar I1l

Asset Ratios (%) 2022 % 2021 2020 2019
Net Loans to Customers / Assets 64,17 +4,73 59,44 59,58 64,66
Risk-weighted Assets' / Assets 25,18 +1,43 23,75 25,36 0,00
NPL?/ Loans to Customers> 1,21 | -0,01 1,22 1,12 1,37
NPL%/ Risk-weighted Assets’ 2,61 | +008 2,54 2,16 2,54
Potential Problem Loans*/ Loans to Customers?® 9,50 | +1,61 7,89 9,85 -
Reserves®/ NPL* 57,06 | -2,65 59,71 66,29 62,63
Cost of Risk / Loans to Customers> 0,05 +0,01 0,04 0,11 -0,21
Cost of Risk / Risk-weighted Assets' 0,11 +0,03 0,08 0,22 -0,39
Cost of Risk / Total Assets 0,03 +0,01 0,02 0,06 -0,11
Change in %Points

1 RWA: Pillar 3, EU CR1

2 NPL: Gross; Non-Performing Loans of the categories Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

3 Loans to Customers: Gross; Non-Fi | Corporations, Other Financial Corporations as per Pillar 3, EU CR1

4 Potential Problem Loans: Stage 2; Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

5 Reserves: Impairment & Provisions and Collateral & 3 Non-Fi ial C i Other Financial Corporations as per Pillar 3, EU CR1

Figure 6: Development of refinancing and capital adequacy| Source: eValueRate / CRA

Liabilities (EUR m) 2022 % 2021 2020 2019
Total Deposits from Banks 60.716 -20,6 76.427 75.532 49.094
Total Deposits from Customers 123.304 +3,4 119.292 109.779 100.436
Total Debt 48.222 +3,5 46.569 44.722 46.677
Derivative Liabilities 10.278 +20,9 8.500 9.530 9.180
Securities Sold, not yet Purchased - - - - -
Other Financial Liabilities 1.413 +50,8 937 1.485 3.414

Insurance Liabilities

Non-current Liabilities & Discontinued Ops 0 | -100,0 28 6 -
Tax Liabilities 118 +20,4 98 122 241
Provisions 1.104 -37,6 1.768 2.894 4.801
Total Other Liabilities 648 +3,3 627 572 584
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Figure 7: Development of capital and liquidity ratios | Source: eValueRate / CRA and Pillar IlI

Capital Ratios and Liquidity (%) 2022 % 2021 2020 2019
Total Equity / Total Assets 522 +0,60 4,62 4,52 511
Leverage Ratio' 4,50 | -0,80 5,30 5,53 5,08
Common Equity Tier 1 Ratio (CET1 )? 17,39 +0,07 17,32 15,85 15,89
Tier 1 Ratio (CET1 + AT1)? 17,39 +0,07 17,32 15,86 15,89
Total Capital Ratio (CET1 + AT1 + T2)? 21,31 -0,26 21,57 18,46 18,30
CET1 Minimum Capital Requirements1 8,68 +0,03 8,65 8,64 9,23
Net Stable Funding Ratio (NSFR)' 127,14 -9,97 137,11 - -
Liquidity Coverage Ratio (LCR)" 195,50 [ -75,69 271,19 212,16 175,00
Change in %Points

1 Pillar 3 EUKM1

2 Regulatory Capital Ratios: Pillar 3 EU KM 1
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Tables Subsidiary

Figure 8: Income statement of DKB | Source: eValueRate / CRA

Creditreform &

Rating

Income Statement (EUR m) 2022 % 2021 2020

Net Interest Income 1.313 +28,8 1.020 954 954
Net Fee & Commission Income 88 [ >+100 22 -22 -34
Net Insurance Income - - - - -
Net Trading & Fair Value Income -217 | <-100 52 61 42
Equity Accounted Results - - - - -
Dividends from Equity Instruments - - - - -
Other Income 20 -2,4 21 27 28
Operating Income 1.205 +8,1 1.114 1.020

Operating Profit

+4,5

Depreciation and Amortisation +17,1

Personnel Expense 379 +9,8 345 311 281
Tech & Communications Expense 196 +20,5 163 157 103
Marketing and Promotion Expense 32 +0,6 32 30 30
Other Provisions -13 | +41,8 -9 -1 -3
Other Expense 185 +1,8 182 205 199
Operating Expense +9,8

Cost of Risk / Impairment

Non-Recurring Income

<-100

Non-Recurring Expense

Pre-tax Profit

356

363

250

298

Income Tax Expense

133

Discontinued Operations

Attributable to minority interest (non-controlling interest) > +100
Attributable to owners of the parent 220 -29,5 312 249 298
Figure 9: Key earnings figures of DKB | Source: eValueRate / CRA and Pillar IlI
Income Ratios (%) 2022 % 2021 2020 2019
Cost Income Ratio (CIR) 69,19 +1,07 68,12 71,67 64,27
Cost Income Ratio ex. Trading (CIRex) 58,65 | -12,82 71,47 76,20 67,08
Return on Assets (ROA) 0,18 -0,05 0,23 0,23 0,36
Return on Equity (ROE) 4,28 -1.74 6,02 6,65 8,69
Return on Assets before Taxes (ROADbT) 0,29 +0,03 0,27 0,23 0,36
Return on Equity before Taxes (ROEbT) 6,82 -0,18 7,00 6,67 8,69
Return on Risk-Weighted Assets (RORWA) 0,34 -0,15 0,49 0,38 0,46
Return on Risk-Weighted Assets before Taxes (RORWADT) 0,54 -0,03 0,57 0,38 0,46
Net Financial Margin (NFM) 0,91 +0,11 0,80 0,93 1,20
Pre-Impairment Operating Profit / Assets 0,31 +0,04 0,26 0,26 0,42
Change in %Points
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Figure 10: Development of assets of DKB | Source: eValueRate / CRA
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Equity Accounted Investments

Assets (EUR m) 2022 % 2021 2020 2019
Cash and Balances with Central Banks 24,145 -37.2 38.434 8.775 4433
Net Loans to Banks 2.662 -1,3 2.695 17.502 2,610
Net Loans to Customers 88.887 +6,1 83.776 76.140 69.116
Total Securities 8.046 -85 8.797 5.280 5.951
Total Derivative Assets -3.664 | <-100 341 1.070 775
Other Financial Assets 355 =231 462 355 245

Other Investments

Insurance Assets

Non-current Assets & Discontinued Ops

Tangible and Intangible Assets 255 +20,3 212 212 232
Tax Assets 123 | >+100 30 - -
Total Other Assets 226 +13,2 199 506 392

Figure 11: Development of asset quality of DKB | Source: eValueRate / CRA and Pillar IlI

Asset Ratios (%) 2022 % 2021 2020 2019
Net Loans to Customers / Assets 73,44 | +11,36 62,08 69,32 82,52
Risk-weighted Assets' / Assets 53,96 +7,04 46,92 59,15 0,00
NPL?/ Loans to Customers> 1,21 | -0,01 1,22 1,12 1,37
NPL%/ Risk-weighted Assets’ 2,61 | +008 2,54 2,16 2,54
Potential Problem Loans*/ Loans to Customers?® 9,50 | +1,61 7,89 9,85 -
Reserves®/ NPL* 57,06 | -2,65 59,71 66,29 62,63
Cost of Risk / Loans to Customers> 0,01 +0,02 -0,01 0,03 0,05
Cost of Risk / Risk-weighted Assets' 0,02 +0,04 -0,01 0,06 0,09
Cost of Risk / Total Assets 0,01 +0,02 -0,01 0,04 0,07
Change in %Points

1 RWA: Pillar 3, EU CR1

2 NPL: Gross; Non-Performing Loans of the categories Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

3 Loans to Customers: Gross; Non-Fi | Corporations, Other Financial Corporations as per Pillar 3, EU CR1

4 Potential Problem Loans: Stage 2; Households, Non-Financial Corporations, Other Financial Corporations as per Pillar 3, EU CR1

5 Reserves: Impairment & Provisions and Collateral & 3 Non-Fi ial C Other Financial Corporations as per Pillar 3, EU CR1

Figure 12: Development of refinancing and capital adequacy of DKB | Source: eValueRate / CRA

Liabilities (EUR m) 2022 % 2021 2020 2019
Total Deposits from Banks 23.327 -42,1 40.293 27.266 13.102
Total Deposits from Customers 85.232 +2,1 83.481 72.409 60.767
Total Debt 6.459 +20,7 5.353 5.704 5.724
Derivative Liabilities 101 +86,5 54 63 34

Securities Sold, not yet Purchased

Other Financial Liabilities

Insurance Liabilities

Non-current Liabilities & Discontinued Ops

Tax Liabilities 69 [ >+100 6 0 -

Provisions 146 -27,0 200 221 211

Total Other Liabilities 490 +29,7 377 430 491
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Figure 13: Development of capital and liquidity ratios of DKB | Source: eValueRate / CRA and Pillar Ill

Capital Ratios and Liquidity (%)

2022

%

2021

2020

2019

Total Equity / Total Assets 4,31 +0,47 3,84 3,41 4,09
Leverage Ratio' 428 | -074 5,02 3,64 3,71
Common Equity Tier 1 Ratio (CET1 )? 17,39 +0,07 17,32 15,85 15,89
Tier 1 Ratio (CET1 + AT1)? 17,39 +0,07 17,32 15,86 15,89
Total Capital Ratio (CET1 + AT1 + T2)% 21,31 -0,26 21,57 18,46 18,30
CET1 Minimum Capital Requirements1 8,68 +0,03 8,65 8,64 9,23
Net Stable Funding Ratio (NSFR)' 127,14 -9,97 137,11 - -
Liquidity Coverage Ratio (LCR)' 195,50 | -75,69 271,19 212,16 175,00
Change in %Points

1 Pillar 3 EUKM1

2 Regulatory Capital Ratios: Pillar 3 EU KM 1
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Regulatory

Creditreform Rating AG was neither commissioned by the rating object nor by any other third
party for the rating. The analysis took place on a voluntary basis by Creditreform Rating AG and
is to be described in the regulatory sense as an unsolicited rating. The following table clarifies
the level of participation of the rated entity (rating object):

Unsolicited Credit Rating
With Rated Entity or Related Third Party Participation No
With Access to Internal Documents No
With Access to Management No

The rating is based on publicly available information and internal evaluation methods for the
rated bank. The quantitative analysis is based mainly on the latest annual accounts, interim
reports, other investor relations information of the bank, and calculated key figures by eValu-
eRate / CRA.

The information and documents processed met the requirements of the rating system of Credit-
reform Rating AG as published on the website www.creditreform-rating.de. The rating was car-
ried out on the basis of the following methodologies and Rating Criteria and Definitions (v1.3):

e Bankratings (v3.2)

e Rating of bank capital and unsecured debt instruments (v2.1)
e Institutional Protection Scheme Banks (v1.0)

e Environmental, Social and Governance Score for Banks (v1.0)

The complete presentation of the rating methodologies used by Creditreform Rating AG and
the basic document Rating Criteria and Definitions are published on our homepage:

https://www.creditreform-rating.de/en/about-us/regulatory-requirements.html

On 23 October 2023, the rating was presented by the analysts to the rating committee and
adopted in a resolution.

The rating result was communicated to Bayerische Landesbank AR and DKB AG, and the pre-
liminary rating report was made available to the bank. There was no change in the rating.

The rating is valid until withdrawal and is subject to monitoring from the rating date (see cover
page). The rating will be comprehensively reviewed at least once every year. Within this period,
the rating can be updated.

In 2011 Creditreform Rating AG was registered within the European Union according to EU Reg-
ulation 1060/2009 (CRA-Regulation). Based on the registration Creditreform Rating AG (CRA) is
allowed to issue credit ratings within the EU and is bound to comply with the provisions of the
CRA-Regulation.
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https://www.creditreform-rating.de/de/wir-ueber-uns/regulatorische-anforderungen.html?file=files/content/downloads/Externes%20Rating/Regulatorische%20Anforderungen/EN/Ratingmethodiken%20EN/CRAG%20Rating%20Methodology%20Bank%20Rating%20v3.2.pdf
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https://www.creditreform-rating.de/en/about-us/regulatory-requirements.html?file=files/content/downloads/Externes%20Rating/Regulatorische%20Anforderungen/EN/Ratingmethodiken%20EN/Rating%20Methodology%20Institutional%20Protection%20Scheme%20Banks%20v1.0.pdf
https://www.creditreform-rating.de/en/about-us/regulatory-requirements.html?file=files/content/downloads/Externes%20Rating/Regulatorische%20Anforderungen/EN/Ratingmethodiken%20EN/Rating%20Methodology%20ESG%20v1.0.pdf
https://www.creditreform-rating.de/en/about-us/regulatory-requirements.html
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Rating Endorsement Status: The rating of Bayerische Landesbank A6R (Group) was not en-
dorsed by Creditreform Rating AG from a third country as defined in Article 4 (3) of the CRA-
Regulation.

Conflict of Interests

No conflicts of interest were identified during the rating process that might influence the anal-
yses and judgements of the rating analysts involved or any other natural person whose services
are placed at the disposal or under the control of Creditreform Rating AG and who are directly
involved in credit rating activities or approving credit ratings and rating outlooks.

Creditreform Rating AG ensures that the provision of ancillary services does not present con-
flicts of interest with its credit rating activities and discloses in the final rating reports any ancil-
lary services provided for the rated entity or any related third party. The following ancillary ser-
vices were provided for the rating entity or for third parties associated with the rated entity:

1.) Kreditservice ancillary service(s) for the DKB Finance GmbH.

For the complete list of provided rating and credit service ancillaries please refer to the Credit-
reform Rating AG's website: https://www.creditreform-rating.de/en/about-us/regulatory-re-
quirements.html#non-core-business-activities.

Rules on the Presentation of Credit Ratings and Rating Outlooks

The approval of credit ratings and rating outlooks follows our internal policies and procedures.
In line with our policy “Rating Committee,” all credit ratings and rating outlooks are approved by
a rating committee based on the principle of unanimity.

To prepare this credit rating, CRA has used following substantially material sources:
1. Aggregated data base by eValueRate

2. Annual Report and interim reports

3. Investors relations information and other publications

4. Website of the rated bank

5. Public and internal market analyses

6. Internet research

There are no other attributes and limitations of the credit rating or rating outlook other than
displayed on the CRA website. Furthermore CRA considers satisfactory the quality and extent of
information available on the rated entity. In regard to the rated entity Creditreform Rating AG
regarded available historical data as sufficient.

Between the disclosure of the credit rating to the rated entity and the public disclosure no
amendments were made to the credit rating.

The “Basic data” information card indicates the principal methodology or version of methodol-
ogy that was used in determining the rating, with a reference to its comprehensive description.

In case where the credit rating is based on more than one methodology or where reference only
to the principal methodology might cause investors to overlook other important aspects of the
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credit rating, including any significant adjustments and deviations, Creditreform Rating AG ex-
plains this fact in the credit rating and indicates how the different methodologies or these other
aspects are taken into account in the credit rating. This information is integrated in the credit
rating report.

The meaning of each rating category, the definition of default or recovery and any appropriate
risk warning, including a sensitivity analysis of the relevant key rating assumptions, such as
mathematical or correlation assumptions, accompanied by worst-case scenario credit ratings
as well as best-case scenario credit ratings are explained in mentioned methodologies and / or
in the credit rating report.

The date at which the credit rating was released for distribution for the first time and when it
was last updated including any rating outlooks is indicated clearly and prominently in the rating
report or in the “Basic data” card as a “Rating action”; first release is indicated as “initial rating”,

other updates are indicated as an “update”, “upgrade or downgrade”, “not rated”, “confirmed”,
“selective default” or “default”.

In the case of a rating outlook, the time horizon is provided during which a change in the credit
rating is expected. This information is available in the rating report or the ,Basic data” infor-
mation card.

In accordance to Article 11 (2) EU-Regulation (EC) No 1060/2009 registered or certified credit
rating agency shall make available in a central repository established by ESMA information on
its historical performance data, including the ratings transition frequency, and information
about credit ratings issued in the past and on their changes. Requested data are available at the
ESMA website: https://cerep.esma.europa.eu/cerep-web/statistics/defaults.xhtml.

An explanatory statement of the meaning of Creditreform’s default rates are available in the
credit rating methodologies disclosed on the website.

Disclaimer

Any rating performed by Creditreform Rating AG is subject to the Creditreform Rating AG Code
of Conduct which has been published on the web pages of Creditreform Rating AG. In this Code
of Conduct, Creditreform Rating AG commits itself - systematically and with due diligence - to
establish its independent and objective opinion as to the sustainability, risks and opportunities
concerning the enterprise or the issue under review.

Future events are uncertain, and forecasts are necessarily based on assessments and assump-
tions. This rating is therefore no statement of fact, but an opinion. For this reason, Creditreform
Rating AG cannot be held liable for the consequences of decisions made on the basis of any of
their ratings. Neither should these ratings be construed as recommendations for investors, buy-
ers or sellers. They should only be used by market participants (entrepreneurs, bankers, inves-
tors etc.) as one factor among others when arriving at corporate or investment decisions. Rat-
ings are not meant to be used as substitutes for one’s own research, inquiries and assess-ments.

We have assumed that the documents and information made available to us by the client are
complete and accurate and that the copies provided to us represent the full and unchanged
contents of the original documents. Creditreform Rating AG assumes no responsibility for the
true and fair representation of the original information.
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This report is protected by copyright. Any commercial use is prohibited without prior written
permission from Creditreform Rating AG. Only the full report may be published in order to pre-
vent distortion of the report’s overall assessment. Excerpts may only be used with the express
consent of Creditreform Rating AG. Publication of the report without the consent of Creditre-
form Rating AG is prohibited. Only ratings published on the Creditreform Rating AG web pages
remain valid.
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