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Bank Rating History
Viability Rating (VR)

13 Dec 17 at Affirmed
05 Jan 17 at Affirmed
25 Jan 16 a+ Affirmed

Issuer Default Rating (IDR)

13 Dec 17 A+ Stable Affirmed
05 Jan 17 A+ Stable Affirmed
25 Jan 16 A+ Stable Affirmed

Support Rating Floor (SRF)

13 Dec 17 NF Affirmed
05 Jan 17 NF Affirmed
25 Jan 16 NF Affirmed
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Typical D-SIB SRF for sovereign's rating level (assuming high propensity) A+ to A-
Actual country D-SIB SRF NF
Support Rating Floor: NF
Support Factors

Sovereign ability to support system

Positive Neutral Negative
Size of banking system relative to economy

Size of potential problem

Structure of banking system

Liability structure of banking system

Sovereign financial flexibility (for rating level)

Sovereign propensity to support system

Resolution legislation with senior debt bail-in v
Track record of banking sector support

Government statements of support

Sovereign propensity to support bank

Systemic importance

Liability structure of bank

Ownership

Specifics of bank failure

Policy banks

Policy role

Funding guarantees and legal status

Government ownership
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Support Drives Ratings

Diversified, Leading
Regional Franchise

Moderate Risk Appetite

Improved Asset Quality

Lower Profitability
Expected

Strong Capitalisation and
Leverage

Sound Funding and
Liquidity

Stable Outlook

Drivers & Sensitivities

S-Finanzgruppe Hessen-Thueringen’s (SFG-HT) ratings are based on mutual support within the group of 49
savings banks and its central institution, Landesbank Hessen-Thueringen Girozentrale (Helaba), acting as
one economic unit.

The ratings reflect the group's diversified and leading regional franchise with a focus on retail and SME
lending, supplemented by Helaba’s wholesale business, in the home region of Hesse and Thuringia as well
as North Rhine-Westphalia and Brandenburg.

Conservative underwriting standards have driven the group's strong asset quality. Interest-rate risk
moderately declined in 2016 but remains a key risk for the group's savings banks due to maturity
transformation inherent in its business model. Helaba's profile is match-funded.

The group's volume of non-performing loans has dropped further. It reflects strong consumer fundamentals
and healthy SME and corporate balance sheets. Risks cost could remain low. However, we also take into
account concentrations risks at Helaba and in real estate.

The group's pre-tax profit was EUR1.6 billion in 2016, up 8% on the previous year. We believe low interest
rates will have negatively affected profit in 2017, but continued business growth and low loan-loss provisions
should have mitigated margin pressure.

SFG-HT's capitalisation and leverage are key rating strengths. The group reported a fully loaded CET1 ratio
of 19.6% at end-2016, driven by sound and stable internal capital generation. We believe the group's
profitability will allow further strengthening of capital.

The group's funding is driven by the savings banks' large and stable retail deposit base with continuing
inflows of sight deposits. Helaba's funding and liquidity benefit from a diversified pool of funding sources and
access to a wide range of domestic and foreign investors.

SFG-HT's ratings are primarily sensitive to a material deterioration of its asset quality or a sharp rise in
interest rates in the banking book. They are also sensitive to changes in SFG's IDRs and VR as SFG-HT is
part of the savings banks' nationwide mutual support mechanism.
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Key Financial Ratios

(17 Jan 2018) Number of Banks:

Statement:

Banks
Ratings Navigator

SFG-HT Region Sector Median

Total assets

Risk weighted assets (RWA)
Total equity

Fitch core capital (FCC)

|

Impaired loans/gross loans
Growth of gross loans
Reserves for impaired loans/impaired loans

Loan impairment charges/avg gross loans

|

Operating profit/risk weighted assets

Net interest income/average earning assets
Non-interest expense/gross revenues
Loans & secs imp charges/pre-imp op. profit
Operating profit/average total assets

Net income/average total equity

I

FCC/FCC-adjusted risk weighted assets
Basel leverage ratio

Tangible common equity/tangible assets
CET1 capital ratio

Internal capital generation

Imp loans less reserves for imp Loans/FCC

|

Loans/customer deposits
Liquidity coverage ratio

Customer deposits/total funding excl derivs

FYE16 FYE15 FYE14 FYEI13 FYE16 FYE15 FYE14 FYE13
257 260 264 262 909 902 898 875 244 234 249 254
104 104 102 103 301 302 302 290 77 68 81 79

21 20 19 18 53 50 46 42 14 14 13 13

21 20 19 18 41 39 37 32 13 12 11 10
1.8% 2.4% 2.8% 3.3% 3.6% 3.7% 3.8% 3.7% 3.7% 4.1% 5.0% 5.6%
1.5% 2.7% 0.7% 0.1% 4.6% 2.8% 2.3% 1.9% 1.1% 1.2% 0.5% -2.5%
48.8% 46.4% 43.0% 41.9%| 50.6% 53.7% 49.7% 52.9%| 56.9% 55.8%  55.0% 55.1%
0.1% 0.1% 0.1% 0.2% 0.1% 0.2% 0.2% 0.2% 0.3% 0.3% 0.5% 0.6%
1.5% 1.4% 1.7% 1.3% 1.6% 1.6% 1.6% 1.5% 1.7% 1.7% 1.5% 1.4%
1.3% 1.3% 1.3% 1.2% 1.3% 1.3% 1.3% 1.4% 1.5% 1.5% 1.6% 1.5%
68.3% 68.0% 68.0% 69.7%| 67.8% 653% 63.3% 63.6%| 64.7% 64.3% 63.3% 63.6%
57% 12.4% 4.0% 14.5% 6.8% 143% 11.7% 19.5% 15.7% 23.5% 24.8% 34.8%
0.6% 0.6% 0.6% 0.5% 0.7% 0.7% 0.7% 0.6% 0.6% 0.6% 0.5% 0.4%
5.6% 5.4% 6.2% 5.8% 6.2% 7.0% 6.3% 6.7% 6.8% 7.0% 6.1% 6.3%
20.1% 19.1% 18.8% 17.6%| 14.9% 14.7% 142% 13.8%| 14.7% 13.7% 12.7% 12.1%
n.a. n.a. n.a. n.a. 5.6% 5.4% 4.9% 5.0% 5.4% 5.3% 4.8% 4.5%
8.2% 7.7% 7.2% 6.9% 5.6% 5.5% 5.2% 5.3% 5.6% 5.8% 4.7% 5.0%
n.a. n.a. n.a. na., 144% 135% 13.6% 13.1% 14.0% 14.1% 13.5% 12.2%
5.4% 4.8% 5.5% 5.1% 4.6% 4.8% 4.8% 4.8% 3.9% 3.1% 2.7% 3.2%
6.8% 9.9% 12.7%  15.7%, 13.6% 145% 16.9% 19.2% 13.6% 14.9% 22.5% 28.0%
126.2% 125.3% 127.3% 129.3%| 124.7% 124.7% 127.4% 126.7%| 105.2% 109.8% 109.9%  115.1%
n.a. n.a. n.a. n.a. 140.3% 140.0% 122.0% 134.0% 140.0% 128.0% 122.5%  127.0%
57.3% 55.6% 53.1% 51.0%| 60.8% 59.4% 56.7% 57.0%| 64.2% 63.3% 60.9% 59.5%
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Earnings and Profitability
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Business Mix

(by profit or revenue)
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= SME banking (25%)
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= [nvestment banking (0%)

= Transaction banking (10%)
Asset management (10%)

= Insurance (0%)

= Other (0%)

Lending Type

= Resi mortgages (10%)

Ry,

= Comm mortgages (20%)

oY

A g

= Asset finance (10%)
= Other secured (0%)
= Personal unsecured (10%)

Comm unsecured (30%)

\
B

= FIs & Sovs (20%)

- High yield (0%
Outer: SFG-HT gh yield (0%)

Inner: Direct Peers Average Other unsecured (0%)

Outer: SFG-HT
Inner: Direct Peers Average

6.0%
Swedbank

5.0% |
<
=0
B 40%
= >
= L
o  3.0%
° E o Cm11
S 70 SFG-H °
§ > L oot ® SFG -L Blf\CE GFG
g 7 Rabobank
© 0.0%

0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0% 16.0%
Net Income / Avg Total Equity (Avg FYE13-FYEL6)

Capital and Leverage +DM Europe Universal Commercial Median
o 10.0%
T
T 0% SFG® ¢ GrG ® SFG-HT
3 CM11
. 6.0% q_
m.C GBPCE °
3= 9 e® CA Swedbank
c E[/ 4.0% Rabobank
]
@)
P 2.0%
S
2 0.0%
c
S 6.0% 11.0% 16.0% 21.0% 26.0% 31.0%

Fitch Core Capital Ratio (FYE16)

Funding and Liquidity

200%

=DM Europe Universal Commercial Median

s 1 Swedbank

—

N i

w 180%

L

@ 160% -

‘»

] 140% - GBPCE  Ranhobank SFG-HT  cm11

7] CA

. B B B =

wn

c 0/ -

§ 100% [ |
sovn GFG SFG




FitchRatings Banks

Ratings Navigator

The ratings above were solicited and assigned or maintained at the request of the rated entity/issuer or a related third party. Any exceptions follow below.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS IN ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL,
COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY
OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH
WEBSITE.

Copyright © 2018 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights reserved. In issuing and maintaining its
ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings methodology,
and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch’s factual investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and
its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports,
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accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal and tax matters. Further, ratings and
forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not
anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided “as is” without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and
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loss due to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship. Individuals identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named
for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion
of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any
security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured or
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connection with any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research may be available to
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