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Background and ownership

DZ Bank AG (DZ Bank) acts as the holding company for DZ
Bank Group and serves as the central institution and Y2 Volsbarken
commercial bank to the German cooperative financial network

(Volks- und Raiffeisenbanken). The latter comprises almost 700
local cooperative banks that are DZ Bank’s main shareholders
(94.7% of total shares). The group consolidates specialised
institutions that operate through a number of recognisable
brands, which in turn provide a range of financial products and &2 DZ BANK Group
services, such as banking, insurance, home savings, and
investment solutions, among other things. The business of all
DZ Group entities is mostly focused on the German market and £ DZ HYP ETayismen
it forms the second largest private banking group in Germany
in terms of total assets, standing at EUR644.5bn as at FY23.
As of end-2023, the German cooperative financial network held
a domestic market share of 25% in terms of private household deposits and its consumer home finance provider had a
31% market share. DZ Bank AG offers its products and services through a handful of own branches and indirectly
through the cooperative banking network, which it seeks to strengthen in terms of market position and competitiveness.
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Source: Company reports; Simplified view

Main activities

DZ Bank AG prowdes a range of products and services aimed at DZ Bank AG — Key Data (Consolidated Financials)
local cooperative banks as well as large corporates, SMES and e e ——

institutional investors through for following four business | Key Ratios (%) Fy23 Fy22 Fy21
segments: CET 1 ratio 15.5 13.7 15.3
NPL ratio 1.9 1.5 1.7

= Retail banking — DZ Bank offers local cooperative banks and

their retail customers a range of financial products and | Coverage rato 59.2 65.5 575
services, such as its own interest rate products, derivatives, | Loan/ deposit ratio 128.3 127.7 140.8
investment certificates, depositary for securities, exchange- | cost-income ratio 56.4 63.5 58.9
traded funds (ETFs), and equities. RORAC 171 116 157

= Corporate banking — Through 12 regional branches that look | Balance Sheet (EURbn)

after both direct customers and those at the joint venture | Total assets 644.6 628.4 627.3
business with cooperative banks at the regional level. The | 1. customer loans 204.8 203.6 195.7
division also overlooks the customer relationship management Total denosi 1 150.4 L

for multinational corporates, the cooperative financial network | 'ot@! customer deposits 59.6 59. 389
and clients in the agriculture and healthcare sectors. The | Total liabilities 613.5 600.7 598.6
international business of corporate clients is supported with | pebt securities 103.7 82.3 79.6
foreign payments processing, import and export credit Total equity 311 276 28.6

guarantees and financing, and currency hedging.
Income Statement (EURm)
= Capital markets — This segment provides advisory and sales | Total revenues 8,093 6,800 7,201
in relation to investment and risk management products, | . N 4333 3322 2785
including interest-rate, credit, equities, and currency asset

classes to institutional customers, cooperative banks and | ©Perating expenses ASOT | -444r | 4,265
corporate clients. DZ Bank also manages the cash pooling for | Loan loss provisions -362 -304 120
the cooperative banks as well as procurement of liquidity by | profit before tax 3,189 2,252 3,096
ISsuing securities. Net income 2,234 1341 | 2176

= Transaction banking — Through this business line, DZ Bank Seurce: Company reports; Bloomberg

offers payments processing, card processing, customer-centric solutions, as well as capital markets, securities,
depositary and advisory services.
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Financial strength indicators

Profitability — Consolidated revenues as of FY23 amounted to EUR8.1bn (+19% yoy), of which 54% comprised of net
interest income (NII), 35% net fee and commission income and 11% from the insurance business. Due to the bank’s
role as central institution within the wider group, DZ Bank aggregates a number of unrelated income streams that give
it a diversified earnings profile. NIl in particular benefitted from volume growth within the corporate banking business,
money market and capital market business. For 2024, and in line with the group’s strategy, corporate banking remains
a key area of revenue growth for the bank. Overall, DZ Bank manages its cost base well, as reflected in the adequate
cost-to-income ratio of 56.4%, despite ongoing inflationary pressure and business expansion. FY23 net income was
EUR2.2bn (+67% yoy), translating to a return on risk-adjusted capital (RoRAC) of 17.1% (FY22: 11.6%).

FY23 profit before taxes by group company Lending volume by asset classes
500 3
€m 3 2 m Other
mDZ Bank (CIBC*) (28%) 450 2
R+V (27%) 36 45 ‘act fi
350 | 3 m Project finance
UMH (26%) 300 | = Retail business
EUR3.2bn = DZ Hyp (13%) 250 Public sector
DZ Privatbank (2%) 200 - 119 118 Financials
m Team Bank (2%) 150 1 m Corporates
EBSH (1%) 100 Real estate
50 t
= VR Smart Finanz (0%) o = Cooperative network
2022 2023
Source: Company reports; CIBC = Central institution & corporate bank Source: Company reports

Asset quality — Total assets at FY23 grew modestly to EUR645bn (+2.6% yoy), and comprised of customer loans (32%
of total), interbank lending (20%), investments held by insurance companies (18%), cash and equivalents (16%) and
other investments (7%). Loans to customers are predominantly domestic (87%) and only partially extended to foreign
entities (13%). A significant portion of these lending activities (60% of customer loans) can be considered low risk as
they are either backed by residential properties or linked to home savings loans extended by DZ’s building society. The
elevated level of intrabank lending is reflective of DZ Banks’ central role, with 92% of these exposures extended to
affiliated banks. Prudent underwriting standards have ensured robust asset quality metrics, with non-performing loans
remaining at a modest 1.86% as a proportion of total loans (five-year average: 1.97%). Reserve coverage was adequate
at 59%. Loan loss provisions (LLPs) increased to EUR362m (+19% yoy) but remained in line with the average observed
over the past decade. Potential headwinds to asset quality may emerge from a weakening economic environment, as
most exposures are domestically focused, as well as downward pressure on the residential and commercial real estate
sectors.

Asset quality metrics Unsecured short-medium term funding
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Source: Company reports; Bloomberg Source: Company reports

Funding & Liquidity — Total liabilities, excluding equity, amounted to EUR613bn at FY23, comprising interbank deposits
(28% of total), customer deposits (26%), debt securities (17%), and insurance liabilities (17%). DZ Bank’s funding
composition is skewed towards market-based funding, which in turn exposes the group to potential market volatility. This
partial reliance on market funding is reflected in the above average loan-to-deposit ratio of 128%. Nevertheless, the
issuer’s strong external credit ratings support frequent bond issuances that demonstrate good access to capital markets.
The comparatively low customer deposit base is only partially made up of retail clients, with the remainder being
corporate and institutional clients that are considered less sticky and more confidence sensitive. With regards to
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interbank deposits, these largely stem from the bank’s role as central institution to the German cooperative financial
network. This treasury-like function, available to affiliated banks, makes up 41% of the interbank deposit base. Another
component recognised under interbank deposits is residual funding from the ECB’s discontinued TLTRO programme.
These exposures have decreased significantly over the past years and stand at just EUR472m compared to EUR11bn
at FY22. The liquidity position is well managed and backed by a EUR130bn pool of high quality, unencumbered assets.
Liquidity metrics such as the LCR (146%) and NSFR (127%) are comfortably above the minimum requirement of 100%.

ESG activities and funding

In March 2023, DZ Bank published an enhanced set of ESG targets as part of its group-wide sustainability drive. In
particular, it has set specific climate targets and decarbonisation pathways in five CO2-intensive industries (energy,
automotive, steel, cement and aviation) that account for a significant share of global CO2 emissions. The sectors in
scope account for 13% of the total lending volume. The overall aim is to almost completely reduce the CO2 intensity of
its lending business and own investments in the identified sectors by 2050. Overall, interim targets foresee a reduction
of the CO2 intensity of 14% by 2025 and 36% by 2030. Business activities in the energy sector already exemplify this
strategic approach. Thus, the majority of the portfolio consists of project financing for renewable energies. At FY23 the
loan volumes committed amounted to EUR7.4bn (FY22: EURG6.5bn) and thus ahead of the EUR7.1bn target set for
renewal energy commitments by 2026. Among other things, the DZ Bank Group aims to achieve a group-wide proportion
of women on the board of managing directors of 30% by 2030 (currently 25%). In terms of ESG-themed bonds in issue,
DZ Bank group has 10 green bonds outstanding for a combined EUR4.57bn. Of these, eight are covered bonds
(EUR4bn) and the rest are senior non-preferred securities issued by DZ Bank AG.

Debt maturity profile Capital ratios
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Source: Bloomberg; view excludes periods with <EUR1bn debt maturing Source: Company reports; Bloomberg

Capitalisation — The capital position is robust overall, with a CET1 ratio of 15.5% (+180bps yoy) and Tier 1 ratio of
17.7% (+250bps). The jump in the ratio was partially driven by higher retained earnings and RWA management but
mostly due to the application of IFRS 17 accounting from 2023 at DZ Bank’s insurance company, R+V Versicherung.
The capital position was further strengthened in the year by several AT1 issuances for a total of EUR1.1bn. The CET1
ratio sits comfortably above the minimum SREP requirements of 9.9% (+570bps buffer) and 420bps above its own
internal minimum threshold. DZ Bank’s MREL requirement sits at 25.1%, which it meets with a large stock of MREL
eligible funds, bringing its total ratio to 42.4% of RWA. Due to the large MREL surplus and high capitalisation rate, the
bank has low funding requirements over the short term from a regulatory perspective.
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Rating agencies’ views

Moody’s (Jan-24): DZ Bank's ratings consider its overall sound solvency profile, based on good asset quality; a strong
capitalization yet only moderate profitability, and its overall sound liquidity profile, with a high share of liquid assets
mitigating its very high dependence on market funding. DZ BANK benefits from a degree of diversification across
business activities which are only partly correlated, such as banking, asset management and insurance, but also shows
some risk concentrations that could result in a more rapid deterioration of asset quality in an adverse scenario.

Fitch (Apr-24): In April 2024, Fitch ratings affirmed the ratings of Genossenschaftliche FinanzGruppe (GFG), its central
institution DZ Bank AG Deutsche Zentral-Genossenschaftsbank, and around 700 local bank members of GFG's mutual
support scheme. The ratings reflect the group's leading and highly diversified business profile, underpinned by its strong
domestic retail and small SME banking franchise, strong risk-adjusted capitalisation and low leverage, sound asset
quality, a record of profitability that is considerably better than most German peers, as well as its outstanding funding
profile by international standards.

S&P (Aug-23): S&P’s long-term issuer credit rating of DZ Bank AG is ‘A+’ and the short-term issuer credit rating is 'A-1'
with a stable outlook. The rating agency listed the following key considerations contributing to its assessment. Key
strengths: i) Role as the central institute of the German cooperative banking sector, which makes it integral to the sector's
identity and a core group member; ii) Benefits from mutual support within the sector and a comprehensive protection
scheme; iii) Good market position in German corporate banking and diversification through its subsidiaries. Key risks: i)
Weaker risk profile and capitalization than its owners, the local cooperative banks; ii) Intense competition and margin
pressure in German corporate banking; iii) Earnings sensitivity to capital market conditions in its insurance and asset
management subsidiaries.
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RESP DAIR <GO>

All of the research published by the London and New York research teams is
available on our Bloomberg page at RESP DAIR <GO>.

Access our research at:
http://www.uk.daiwacm.com/ficc-research/research-reports

This research report is produced by Daiwa Securities Co. Ltd., and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited (‘DCME”). DCME is authorised and regulated by The
Financial Conduct Authority and is a member of the London Stock Exchange. DCME and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing
transactions with the issuers of the securities referred to herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities
or derivatives or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of DCME and its affiliates may have
positions and effect transactions in such the Securities or derivatives or options thereof and may serve as Directors of such issuers. DCME may, to the extent permitted by applicable UK law and other
applicable law or regulation, effect transactions in the Securities before this material is published to recipients.

This publication is intended only for investors who are professional clients as defined in MiFID Il and should not be distributed to retail clients as defined in MiFID Il. Should you enter into investment
business with DCME'’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of
the Financial Services Compensation Scheme may not be available.

DCME has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at http://www.uk.daiwacm.com/about-us/corporate-
governance-regulatory. Regulatory disclosures of investment banking relationships are available at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
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IMPORTANT

This report is provided as a reference for making investment decisions and is not intended to be a solicitation for investment. Investment decisions should be made
at your own discretion and risk. Content herein is based on information available at the time the report was prepared and may be amended or otherwise changed in
the future without notice. We make no representations as to the accuracy or completeness. Daiwa Securities Co. Ltd. retains all rights related to the content of this
report, which may not be redistributed or otherwise transmitted without prior consent.

Ratings

Issues are rated 1, 2, 3, 4, or 5 as follows:

1: Outperform TOPIX/benchmark index by more than 15% over the next 12 months.

2: Outperform TOPIX/benchmark index by 5-15% over the next 12 months.

3: Out/underperform TOPIX/benchmark index by less than 5% over the next 12 months.
4: Underperform TOP1X/benchmark index by 5-15% over the next 12 months.

5: Underperform TOPIX/benchmark index by more than 15% over the next 12 months.

Benchmark index: TOPIX for Japan, S&P 500 for US, STOXX Europe 600 for Europe, HSI for Hong Kong, STI for Singapore, KOSPI for Korea, TWII for
Taiwan, and S&P/ASX 200 for Australia.

Target Prices
Daiwa Securities Co. Ltd. sets target prices based on its analysts’ earnings estimates for subject companies. Risks to target prices include, but are not limited to,
unexpected significant changes in subject companies’ earnings trends and the macroeconomic environment.

Disclosures related to Daiwa Securities

Please refer to https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/e_disclaimer.pdf for information on conflicts of interest for Daiwa Securities, securities
held by Daiwa Securities, companies for which Daiwa Securities or foreign affiliates of Daiwa Securities Group have acted as a lead underwriter, and other
disclosures concerning individual companies. If you need more information on this matter, please contact the Research Production Department of Daiwa
Securities.

Explanatory Document of Unregistered Credit Ratings

This report may use credit ratings assigned by rating agencies that are not registered with Japan’s Financial Services Agency pursuant to Article 66, Paragraph 27
of the Financial Instruments and Exchange Act. Please review the relevant disclaimer regarding credit ratings issued by such agencies at:
https://drp.daiwa.co.jp/rp-daiwa/direct/reportDisclaimer/credit_ratings.pdf. If you need more information on this matter, please contact the Research Production
Department of Daiwa Securities.

Notification items pursuant to Article 37 of the Financial Instruments and Exchange Law

(This Notification is only applicable to where report is distributed by Daiwa Securities Co. Ltd.)
If you decide to enter into a business arrangement with our company based on the information described in this report, we ask you to pay close attention to the
following items.

= In addition to the purchase price of a financial instrument, our company will collect a trading commission* for each transaction as agreed beforehand with you.
Since commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for
each transactign. In some cases, our company also may charge a maximum of ¥2 million per year as a standing proxy fee for our deposit of your securities, if you
are a non-resident.

= For derivative and margin transactions etc., our company may require collateral or margin requirements in accordance with an agreement made beforehand with
you. Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements**.

= There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates,
exchange rates, stock prices, real estate prices, commaodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the
amount of the collateral or margin requirements.

= There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by our company.

= Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as
certified public accountants.

* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market
conditions and the content of each transaction etc.

** The ratio of margin requirements etc. to the amount of the transaction cannot be stated here in advance because it will be determined between our company and
you based on current market conditions and the content of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility
for your own decisions regarding the signing of the agreement with our company.

Corporate Name: Daiwa Securities Co. Ltd.

Registered: Financial Instruments Business Operator, Chief of Kanto Local Finance Bureau (Kin-sho) No.108

Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type Il Financial
Instruments Firms Association, Japan Security Token Offering Association
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